
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF THE MONROE COUNTY ) 
WATER DISTRICT FOR THE APPROVAL OF ) CASENO. 
THE PROPOSED INCREASE IN RATES FOR ) 2011-00272 
WATER SERVICE ) 

NOTICE OFFILING OF COMMISSION STAFF REPORT 

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

October 28, 201 1, the attached report containing the findings and recommendations of 

Commission Staff regarding the Applicant’s proposed rate adjustment has been filed in 

the record of the above-styled proceeding. 
A 

Public Service Commission 
P.O. Box 615 
Frankfort, KY 40602 

1 
DATED: 

cc: Parties of Record 



STAFF REPORT 

ON 

MONROE COUNTY WATER DISTRICT 

CASE NO. 201 1-00272 

Pursuant to a request by Monroe County Water District (“Monroe County”) for 

assistance with the preparation of a rate application, Commission Staff (“Staff”) 

performed a limited financial review of Monroe County’s test-period operations, for the 

calendar year ending December 31, 201 0. The scope of Staff‘s review was limited to 

obtaining information as to whether the test-period operating revenues and expenses 

were representative of normal operations. Insignificant or immaterial discrepancies 

were not pursued and are not addressed. 

Mark Frost and Sam Reid of the Commission’s Division of Financial Analysis 

performed the limited review. This report summarizes Staff‘s review and 

recommendations. Mr. Reid is responsible for the pro forma revenue adjustment, the 

Cost-of-Service Study, and the calculation of the recommended rates. Mr. Frost is 

responsible for all pro forma expense adjustments, the revenue requirement 

determination, and cash flow calculations. 

Upon completion of its limited review, Staff assisted Monroe County in the 

preparation of its rate application, which Monroe County filed with the Commission on 

August 15, 201 1. Staff finds that Monroe County accurately reports its test-period 

operations in its application and that the proposed pro forma adjustments meet the 

ratemaking criteria of known and measurable. Appendix A is Monroe County’s pro 



forma operating income statement. Appendix B contains an explanation of each pro 

forma adjustment accepted by Staff. 

As shown in Table 1, Monroe County’s requested pro forma operations supports 

a revenue requirement from rates of $1,504,411, an increase of $314,606, or 26.4 

percent, above the normalized revenue from rates of $1 ,I 89,805. 

Table 1: Revenue Requirement 
Average 

Debt Service Coverage Requirement 
Debt Service Coverage $ 215,446 x 0.2 = $  43,089 
Debt Service 2 15,446 
Add: Pro Forma Operating Expenses 1,005,753 

Depreciation 290,670 
Taxes Other Than Income -t. 24,416 

Less: Other Income & Deductions 15,270 
Revenue Requirement from Operations $ 1,564,104 
Less: Other Operating Revenues 59,693 
Revenue Requirement from Water Sales $ 1,504,411 

Requested Increase $ 314,606 
Percentage Increase 26.442% 

Total Revenue Requirement $ 1,579,374 

Less: Pro Forma Revenue - Water Sales - 1,189,805 

Monroe County proposes to phase-in its requested increase over two years to 

lessen the proposed rate adjustment’s effect on ratepayers. Under its proposal, Monroe 

County will immediately adjust its rates to increase annual revenues $157,541, or 

approximately 11.69 percent. One year later if will adjust its rates again to generate 

additional annual revenues of $158,413.‘ As shown in Table 2, the total revenues 

generated from the first phase of the proposed rate adjustment is sufficient to meet 

annual pro forma “cash” expenses and the debt-service coverage requirement of 

Monroe County’s bond ordinances in 201 2. Similarly, the total revenues generated from 

the latter phase of the proposed rate adjustment will meet such requirements in 2013. 

’ Application at 3. 
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_ _ _ _ _ ~  
Table 2: Annual Cash Flows and Debt Service Requirements 

Normalized Revenue -Water Sales 2010 $ 1 , I  89,805 $ 1,189,805 
+ 314,606 Add: Requested Increase + 157,541 

1,347,346 $ 1,504,411 Revenues -Water Sales $ 
Add: Other Income & Deductions 15,270 15,270 

Other Operating Revenues + 59,693 t 59,693 

Less: Operating Expenses 1,320,839 1,320,839 
Net Operating Income $ 101,470 $ 258,535 
Add: Depreciation & Amortization + 290,670 + 290,670 

Less: Annual Debt Service 21 6,550 214,851 

2012 2013 

Total Revenues Available for Operating Exp. and Debt Service $ 1,422,309 $ 1,579,374 

Income Available for Debt Service $ 392,140 $ 549,205 

Net Cash Flow $ 175,590 $ 334,354 

Income Available for Debt Service $ 392,140 $ 549,205 
214,851 Divided by. AnnUal Debt Service 

Debt Service Coverage 2.23 2.56 

- 175,590 - 

Commission Staff finds that Monroe County’s proposed rates, which are set forth 

in Appendix C, will produce the recommended revenue requirements and reasonably 

reflect the water district’s cost to furnish service within each water usage block. 

Commission Staff further finds that Monroe County’s cost-of-service study, which is an 

exhibit to the water district’s application, was prepared in accordance with accepted 

ratemaking standards and that its results fully support the proposed rates. 

Signatures 

i7; 
Prz!dgy: M$C. Frost 
Financial Analyst, Water and Sewer 
Revenue Requirements Branch 
Division of Financial A alysis A 

Prepared by: Sam Reid 
Rate Analyst, Communications, Water 
and Sewer Rate Design Branch 
Division of Financial Analysis 

Staff Report 
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APPENDIX A 

PRO FORMA OPERATIONS 
STAFF REPORT CASE NO. 201 1-00272 

Operating Revenues: 
Revenue - Metered Water Sales 
Other Operating Revenues: 

Forfeited Discounts 
Misc. Service Revenues 

Total Other Operating Rev. 
Total Operating Rev. 

Operating Expenses: 
Operation & Maintenance: 

Salaries & Wages - Emp. 
Salaries &Wages - Cam. 
Emp. Pension & Benefits 
Purchased Water 
Purchased Power 
Materials & Supplies 
Cont. Services - Acct. 
Cont. Services - Mgt. 
Cont. Services -Water Testing 
Cont. Services - Other 
Transportation 
Ins. I- Gen. Liability 
Ins. -Workers Comp. 
Insurance - Other 
Bad Debt Expense 
Miscellaneous 

Total Operation & Maint. 
Depreciation 
Taxes Other Than Income: 

Payroll Taxes 
Other Tax & License 

Utility Operating Exp. 
Net Utility Operating Income 
Other Income & Deductions: 

Net Income Available for Debt Service 
Interest Income 

2009 Pro Forma 
Annual Report Adjustments 

$ 1,134,222 $ 55,583 

23,297 0 
36,396 0 

$ 59,693 $ 0 
$ 1,193,915 $ 55,583 

$ 259,424 
6,000 

20,683 
356,768 
48,122 
62,072 
8,000 

14,278 
6,992 

40,093 
19,757 
16,987 
5,673 

45,256 
5,273 

22,626 
$ 938,004 

238,082 

$ 29,618 
0 

44,,452 
31,740 

0 
29,543 

0 
(1 3,850) 

0 
0 
0 

(1,507) 
948 

(44,200) 
0 

(9,095) 
$ 67,749 

52,588 

20,628 1,483 
2,305 0 

$ 1,199,019 $ 121,820 
$ (5,104) $ (66,237) 

15,270 0 
$ 10,166 $ (66,237) 

Pro Forma 
Operations 

!$ 1.189.805 

23,297 
36.396 

$ 59,693 
$ 1,249,498 

$ 289,042 
6,000 

65,235 
388,508 
48,122 
91,615 
8,000 

428 
6,992 

40,093 
1 9,757 
15,480 
6,621 
1,056 
5,273 

13,531 
$ 1,005,753 

290.670 

22,111 
2.305 

$ 1,320,839 
$ (71,341) 

15,270 
$ (56,071) 



APPENDIX B 

PRO FORMA ADJUSTMENTS 
STAFF REPORT CASE NO. 201 1-00272 

(a) Revenue from Water Sales: This adjustment reflects the current rates applied to Commission Staffs billing Analysis. 

Normalized Revenue from Water Sales - Existing 3,363 208,787,540 $ 1,189,805 

Pro Forma Adjustment $ 55,583 

Bills Gallons Amount 

Less: Reported Revenue from Water Sales - 1,134,222 

(b) Salaries & Wages: Staff is applying the 201 1 wages to the hOlJrS worked during the 2009 test period. 
201 1 2009 Hours 

Position Title Wages 

Office Manager $ 17.40 
Distribution Crew Supervisor $ 16.55 
Accounts Receivable I l l  $ 11.61 
Customer Service Rep. Sup. $ 14.70 
General Manager $ 21.63 
Accounts Receivable I l l  $ 11.15 
Meter TesterlEquip. Operator II $ 14.70 
Laborer I I  $ 11.39 
Laborer $ 9.44 
Accounts Receivable I $ 8.50 
Pro Forma Salaries & Wages - Employees 
Less: Reported 2009 Salaries &Wages - Employees 
Pro Forma Adjustment 

Regular 

2,080.00 
2,080.00 
2,080.00 
2,080.00 
2,080.00 
2,080.00 
2,080.00 
2,080.00 
2,080.00 

358.00 

Overtime 

63.00 

12.50 
284.50 
54.00 
44.00 

144.50 
42.50 
38.00 
0.00 

141.00 

Total 

$ 37,836 
37,925 
24,367 
36,849 
46,742 
23,928 
33,762 
24,417 
20,173 
3,043 

2 89,042 $ 
259,424 

$ 29,618 

(c) Employee Pension and Benefits: Commission Staffs adjustment is based upon the current employer retirement 
contribution rate, the pro forma salaries and wages, and the current employee insurance premiums. 

Dental & Retirement 
Employee Benefits 

Position Title Health Ins. Life 8% Totals 
Office Manager $ 4,912 $ 353 $ 3,027 $ 8,292 
Distribution Crew Supervisor 2,838 
Accotints Receivable I l l  0 
Customer Service Rep. Sup. 6,177 
General Manager 6,291 
Accounts Receivable Ill 6,291 
Meter TesterlEquip. Operator II 4,650 
Laborer I I  6,178 
Laborer 1,851 
Accounts Receivable I 0 
Pro Forma Emp. Pension and Benefits $ 39,188 
Less: Reported 2009 Salaries &Wages - Employees 
Pro Forma Adjustment 

54 
119 
479 
590 
470 
180 
590 
333 

0 
$ 3,168 

3,034 
1,949 
2,948 
3,739 
1,914 
2,701 
1,953 
1,614 

0 
$ 22,879 

5,926 
2,068 
9,604 

10,620 
8,675 
7,531 
8,721 

0 
$ 65,235 

20,683 
$ 44,552 

3,798 



(d) Purchased Water: Commission Staff applied the purchased water rate that became effective on January 1, 
201 1 to the test-period water purchases. 

253,926.50 Test-Period Purchased Water - Gallons 

Pro Forma Purchased Water Expense $ 388,508 

Pro Forma Adjustment $ 31,740 

Purchased Water Rate Effective 01/01/2011 $ 1.53 

Less: Reported Purchased Water Expense - 356,768 

(e) Materials & Supplies: Commission Staff is correcting the amount reported in the annual report to reflect the 
results of its limited financial review. 

Account 
No. Title 

05250-0000 Uniforms 
~53ao-oooo Supplies (Gen) 
0531 0-0000 Supplies (In ground) 
05350-0000 Utility Repairs - Maint 
05360-0000 Equip Repairs - Maint 
05400-0000 Office Expense 
0541 0-0000 
Materials & Supplies 
Less: Materials & Supplies - 2009 Annual Report 
Difference 

Office Maint - Repair 

$ 7,980 
7,215 

1 0,615 
18,134 
12,307 
30,710 
4,654 

$ 91,615 
62,072 

$ 29,543 

(f) Contractual Services - Management: Upon its review of the general ledger and test-period invoices, 
Commission Staff determined that the listed capital expenditures had been incorrectly expensed. 

Transaction 
Date Description 

01/14/09 Administrative Fee - WRIS ID: WX21171027 Grant: 324N-2008 $ (6,250) 

0511 2/09 Engineer Water Line Extensions (4,000) 
0810 710 9 

0411 4/09 Engineer R HarnmerlRhoton Water Line Extensions (2,400) 

Engineering Roach Rd 

Total Capital Expenditures 

Water Line Extensions + (1,200) 

$ (13,850) 

(9) Insurance: Commission Staff is adjusting insurance expense to reflect the current premiums for general liability, 
workers' compensation, and bond coverage. 

Test-Period Pro Forma Current 
Insurance TypelAccount 

KACO - General Liability 
KACO - Workers Compensation 
Other - Bonds 
Totals 

-2- 

Premiums Premiums Adjustment 
$ 15,480 $ 16,987 $ (1,507) 

6,62 I 5,673 948 
1,056 45,256 + (44,200) 

$ 23,157 $ 67,916 $ (44,759) 

Appendix B 
Case No. 201 1-00272 



(h) Miscellaneous: Commission Staff is correcting the amount reported in the annual report to reflect the 
results of its limited financial review. 

Account N 0. Title 
0521 0-0000 Telephone 
05800-0000 Dues & Subs 
05850-0000 Meetings & Educational 
05900-0000 Miscellaneous Expense 

Miscellaneous 
Less: Miscellaneous - 2009 Annual Report 
Difference 

$ 4,961 
6,494 
2,026 

4- 50 
13,531 $ 
22,626 

$ (9,095) 

(i) Depreciation: Commission Staff is proposing to adjust test-period depreciation expense to reflect depreciation lives 
recommended by the National Association of Regtilatory Utility Commissions. 

Staff Depreciation 
Lives Expense 

Structures & Improvements $ 126,842 38 $ 3,338 
Pumping Equipment 41 3,988 20 20,699 
Distribution Reservoirs 208,835 45 4,641 
Transmission & Distribution Mains 1,292,182 50 25,844 
Services 7,479,795 40 186,995 
Meters & Installations 120,774 40 3,019 
Other Plant 672,572 35 19,216 
Furniture & Equipment 32,370 23 1,407 
Transportation Equipment 85,363 7 12,195 
Power Operated Equipment 173,102 13 13,316 

$ 10,826,083 $ 290,670 Totals 

Less: Reported Depreciation Expense 
Pro Forma Adjustment $ 52,588 

CWlP 220,260 NIA + 0 

- 238,082 

(j) Payroll Taxes: Commission Staff is applying the payroll tax rate to the normalized salaries and wages expense. 
FICA 

Position Title 
Office Manager 
Distribution Crew Supervisor 
Accounts Receivable I l l  
Customer Service Rep. Sup. 
General Manager 
Accounts Receivable I l l  
Meter TesterlEquip. Operator I1 
Laborer II 
Laborer 
Accounts Receivable I 
Pro Forma Payroll Tax 
Less: Test Period Payroll Taxes 
Pro Forma Adjustment 

Pro Forma 
Payroll 

$ 37,836 
$ 37,925 
$ 24,367 
$ 36,849 
$ 46,742 
$ 23,928 
$ 33,762 
$ 24,417 
$ 20,173 
$ 3,043 

$76,000 
7.65% 

$ 2,894 
2,901 
1,864 
2,819 
3,576 
1,830 
2,583 
1,868 
1,543 

-k 233 
$ 22,111 

20,628 
$ 1,483 
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APPENDIX C 

STAFF’S RECOMMENDED 
RATES 

STAFF REPORT CASE NO. 201 1-00272 

Monthly Rates - Phase I: 

518” x 314” Meter 
First 2,000 gallons 
Next 3,000 gallons 
Next 5,000 gallons 
Over 10,000 gallons 

1” Meter 
First 5,000 gallons 
Next 5,000 gallons 
Over 10,000 gallons 

2” Meter 
First 20,000 gallons 
Over 20,000 gallons 

WHOLESALE WATER RATE: 

Monthly Rates - Phase II: 

- 518” x 314” Meter 
First 2,000 gallons 
Next 3,000 gallons 
Next 5,000 gallons 
Over 10,000 gallons 

1 ” Meter 
First 5,000 gallons 
Next 5,000 gallons 
Over 10,000 gallons 

2” Meter 
First 20,000 gallons 
Over 20,000 gallons 

WHOLESALE WATER RATE: 

$ 15.96 Minimum Bill 
$ 5.85 per 1,000 gallons 
$ 4.97 per 1,000 gallons 
$ 4.21 per 1,000 gallons 

$ 33.51 Minimum Bill 
$ 4.97 per 1,000 gallons 
$ 4.21 per 1,000 gallons 

$ 100.46 Minimum Bill 
$ 4.21 per 1,000 gallons 

$ 2.11 per 1,000 gallons 

$ 17.15 Minimum Bill 
$ 6.90 per 1,000 gallons 
$ 5.70 per 1,000 gallons 
$ 4.80 per 1,000 gallons 

$ 37.85 Minimum Bill 
$ 5.70 per 1,000 gallons 
$ 4.80 per 1,000 gallons 

$ 114.35 Minimum Bill 
$ 4.80 per 1,000 gallons 

$ 2.1 1 per 1,000 gallons 



Service List for Case 2011-00272

Richard O Ross
General Manager
Monroe County Water District
205 Capp Harlan Road
Tompkinsville, KY  42167



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF THE MONROE COUNTY ) 
WATER DISTRICT FOR THE APPROVAL OF THE 
PROPOSED INCREASE IN RATES FOR WATER ) 
SERVICE ) 

) CASE NO. 201 1-00272 

O R D E R  

Monroe County Water District (“Monroe District”) has applied for authority to 

increase its water rates. By this Order, we establish rates that will produce annual 

revenues from water sales of $1,504,411 , an increase of $314,606, or 26.4 percent, 

over normalized revenue from rates of $1,189,805. The approved rates will increase 

the average monthly residential bill for 5,000 gallons of water from $29.42 to $37.85, an 

increase of $8.43, or 28.65 percent. This increase will be implemented in two phases 

over a one-year period. 

Monroe District, a water district organized pursuant to KRS Chapter 74, owns 

and operates facilities that distribute and furnish water to approximately 3,341 

customers in Monroe County, Kentucky.’ It is a utility subject to Commission 

jurisdiction.* This proceeding represents Monroe District’s first application for a general 

Annual Report of Monroe County Wafer District to the Public Service Commission For fhe 1 

Calendar Year Ended December 31, 2010 at 5 and 27. 

* KRS 278.010(3)(d); KRS 278.015 



rate adjustment since 1998.3 Its most recent rate adjustment occurred in January 201 I 

pursuant to the purchased water adjustment procedures4 

Monroe District filed its application for a general rate adjustment with the 

Commission on August 15, 2011. Its proposed rates would increase the average 

monthly residential bill of 5,000 gallons from $29.42 to $37.85, an increase of $8.43, or 

28.65 percent, and would generate annual revenues from water sales of $1,504,411. 

Seeking a gradual increase in rates to meet its proposed revenue requirements, Monroe 

District proposed to adjust its rates approximately 11.69 percent immediately to 

generate additional revenues of $157,541 and to adjust its rates again one year later to 

generate additional revenues of $1 58,143. Finding that further investigation of the 

proposed rates was necessary, we initiated this proceeding and directed Commission 

Staff to perform a limited financial review of Monroe District’s test-period operations. 

On November 3, 201 1, Commission Staff issued a report containing its findings 

and recommendations in which it found that Monroe District‘s pro forma operations 

supported the proposed revenue requirement and that the proposed rates would 

generate sufficient revenues to cover its reasonable expenses and its existing debt 

service obligations. Commission Staff recommended that the Commission approve the 

proposed rates. 

Pursuant to the provisions of the Commission’s Order of October 28, 2011, 

Monroe District was required to submit its objections to Commission Staffs findings and 

Case No. 98-258, The Application of Monroe County Water District of Monroe County, 
Kentucky, For a Certificate of Public Convenience and Necessity To Construct, Finance and Increase 
Rates Pursuant To KRS 278.023 (Ky. PSC May 27, 1998). 

(Ky. PSC Jan. 3, 2011). 

3 

Case No. 201 0-00480, Purchased Water Adjustment Filing of Monroe County Water District 4 
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recommendations no later than November 17, 2011 or be deemed as accepting those 

findings and recommendations. Monroe District did not submit any objections to those 

findings and recommendations. On November 14, 2011, it wrote to advise the 

Commission that this matter should be submitted for decision based upon the existing 

record. 

Having considered the evidence of record and being otherwise sufficiently 

advised, the Commission finds that: 

1. The findings and recommendations contained in the Commission Staffs 

report are supported by the evidence of record, are reasonable, and should be adopted. 

The calendar year ending December 31, 2009 should be used as the test 

period to determine the reasonableness of Monroe District's existing and proposed 

rates.5 

2. 

3. Based upon pro forma test-period operations, Monroe District's pro forma 

annual revenues are $1,249,498. Approximately $1,189,805 of these revenues resulted 

from water sales. 

4. Based upon pro forma test-period operations, Monroe District's pro forma 

total operating expenses, after adjusting for known and measurable changes, are 

$1,320,839. 

5.  Given that Monroe District is a water district, the use of debt service 

coverage methodology to determine its total revenue requirement is appropriate. 

At page 1 of its report, Commission Staff states that it performed a limited review of Monroe 
District's test period operations for the calendar year ending December 31, 2010. This statement appears 
to be in error. Commission Staffs extensive work papers and Monroe District's application clearly 
indicate that the test period used was the calendar year ending December 31, 2009. 

-3- Case No. 201 1-00272 
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6. The debt service coverage provisions in Monroe District’s long-term debt 

agreements with Rural Development (“RD”) should be used to determine Monroe 

District’s total revenue requirement. 

7. Applying the debt service coverage of 1 . 2 ~ ~  Monroe District’s average debt 

service requirement with required coverage for the period from 2012 to 2014 is 

$21 5,446.6 

8. Based upon adjusted test-period operations, Monroe District requires 

revenues of $1,504,411 from water sales, or $314,606 more than its current rates 

produce, to meet its reasonable operating expenses and meet the debt service 

coverage provisions of its bonded debt. 

9. Monroe District proposes to place into effect immediately the rates set 

forth in Appendix A and to place into effect one year later the rates set forth in 

Appendix 9. 

IO. Based upon test-period normalized sales, the rates set forth in Appendix A 

will produce revenues from water sales of $1,347,346. 

11. Based upon test-period normalized sales, the rates set forth in Appendix B 

will produce revenues from water sales of $1,504,41 I .  

12. Monroe District’s proposed rates that are set forth in Appendix A will 

generate sufficient revenues for Monroe District to meet its adjusted test-period 

expenses and the debt service requirements of its bonded debt. 

13. “[lln the absence of some showing that the service to the public will suffer 

by allowing . . , [a] utility to charge rates which will not produce a fair return, the utility 

Staff Report at 2; But see Campbell, Myers & Rutledge, PLLC, lndependent Auditor’s Report 
on Monroe County Water District (Mar. 16, 2011) at 16 (reporting average debt for same period as 
$219,676). 
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and not the Commission has the right of decision as to the rates it will charge so long as 

they do not exceed those which would produce a fair return as determined by the 

s om mission.^" 

14. Permitting Monroe District to charge the rates set forth in Appendix A will 

not result in a degradation of the quality of Monroe District’s service. 

IT IS THEREFORE ORDERED that: 

1. The findings and recommendations contained in the Commission Staffs 

report are adopted and incorporated by reference into this Order as if fully set out 

herein. 

2. The informal conference scheduled in this matter for November 28, 201 1 

is cancelled. 

3. 

4. 

The hearing scheduled in this matter for December 8, 201 1 is cancelled. 

The rates set forth in Appendix A to this Order are approved for water 

service that Monroe District renders on and after the date of this Order. 

5. The rates set forth in Appendix 5 to this Order are approved for water 

service that Monroe District renders on and after one year from the date of this Order. 

6. Within 20 days of the date of this Order, Monroe District shall file revised 

tariff sheets with the Commission setting forth the rates approved in this Order. 

Utilities Operating Co. v. King, 143 So.2d 854, 858, 45 PUR3d 439, 443 (Fla. 1962); see also 
Case No 2006-00410, Application of Hardin County Water District No. 1 for a General Rate Adjustment 
Effective on and after December 2, 2006 (Ky. PSC Aug. 2, 2007); Case No. 98-398, Adjustment of Rates 
of the Kentucky Turnpike Water District and the Imposition of an Impact Fee (Ky. PSC June 30, 1999). 
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By the Commission 

1 KENTUCKYPUBLIC 1 
SERVICE COMMISSION 

ATTEST: 

kf 
Executive Director 

Case No. 201 1-00272 



APPENDIX A 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 201 1-00272 DATED 

The following rates are prescribed for the customers in the area served by 

Monroe County Water District. All other rates and charges not specifically mentioned 

herein shall remain the same as those in effect under authority of the Commission prior 

to the effective date of this Order. 

-. 5/8-lnch x 3 1 4 - m  
First 2,000 gallons 
Next 3,000 gallons 
Next 5,000 gallons 
Over 10,000 gallons 

- I-Inch Meter 
First 5,000 gallons 
Next 5,000 gallons 
Over 10,000 gallons 

2-Inch Meter 
First 20,000 gallons 
Over 20,000 gallons 

-- 

$ 15.96 Minimum bill 
$ 5.85 per 1,000 gallons 
$ 4.97 per 1,000 gallons 
$ 4.21 per 1,000 gallons 

$ 33.51 Minimum bill 
$ 4.97 per 1,000 gallons 
$ 4.21 per 1,000 gallons 

$1 00.46 Minimum bill 
$ 4.21 per 1,000 gallons 

Wholesale Water Rate $ 2.1 I per 1,000 gallons 



APPENDIX B 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 201 1-00272 DATED 1 

The following rates are prescribed for the customers in the area served by 

Monroe County Water District, beginning one year after the date of this Order. All other 

rates and charges not specifically mentioned herein shall remain the same as those in 

effect under authority of the Commission prior to the effective date of this Order. 

- 5/8-lnch x 3/4-lnch 
First 2,000 gallons 
Next 3,000 gallons 
Next 5,000 gallons 
Over 10,000 gallons 

I-Inch Meter 
First 5,000 gallons 
Next 5,000 gallons 
Over 10,000 gallons 

2-Inch Meter 
First 20,000 gallons 
Over 20,000 gallons 

$ 17.15 Minimum bill 
$ 6.90 per 1,000 gallons 
$ 5.70 per 1,000 gallons 
$ 4.80 per 1,000 gallons 

$ 37.85 Minimum bill 
$ 5.70 per 1,000 gallons 
$ 4.80 per 1,000 gallons 

$1 14.35 Minimum bill 
$ 4.80 per 1,000 gallons 

Wholesale Water Rate $ 2.1 1 per 1,000 gallons 



Service List for Case 2011-00272

Richard O Ross
General Manager
Monroe County Water District
205 Capp Harlan Road
Tompkinsville, KY  42167



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF WEBSTER COUNTY 
WATER DISTRICT FOR RATE ADJUSTMENT 
PURSUANT TO 807 KAR 5:076 

CASE NO. 2015-00065 

NOTICE OF FILING OF COMMISSION STAFF REPORT 

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

26, 2015, the attached report containing the findings of Commission Staff ("Staff") 

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

above-styled proceeding. Pursuant to paragraphs 2, 4, and 5 of the Commission 's 

March 26, 2015 Order, Webster County Water District is required to file written 

comments regarding the findings of Staff no later than June 11 , 2015. 

DATED __ M_AY_2 _8 _20_15 __ 

cc: Parties of Record 

ec ti e irector 
Publi S rvice Commission 
P.O. Box 615 
Frankfort, KY 40602 



STAFF REPORT 

ON 

WEBSTER COUNTY WATER DISTRICT 

CASE NO. 2015-00065 

Webster County Water District ("Webster County") provides water service to 

approximately 1,994 customers residing in Webster County, Kentucky.1 It also provides 

wholesale water service to the cities of Clay, Dixon , and Slaughters. On February 26, 

2015, Webster County tendered an application to the Commission pursuant to 807 KAR 

5:076 requesting to adjust its retail water service rates . It did not request to adjust its 

wholesale water service rates. 

The requested retail rates would increase the monthly cost of 5,000 gallons of 

water purchased through a 5/8-inch x 3/4-inch meter from $41.35 to $45.31 , an increase 

of $3.96, or 9.6 percent. Webster County stated that these rates would increase its 

annual revenues by $133,373, or 9.6 percent. 

Staff performed a limited financial review of Webster County's operations to 

determine the reasonableness of the requested retail water service rates. 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 . 

1 Annual Report of Webster County Water District to the Public Service Commission for the 
Calendar Year Ended December 31, 2014 ("2014 Annual Report") at 5 and 27. 



Staff's findings are summarized in this report. Ariel Turnbull and Jack Scott 

Lawless reviewed the calculation of Webster County's Overall Revenue Requ irement. 

Eddie Beavers reviewed revenues and rate design. 

Summary of Findings 

1. Overall Revenue Requirement and Required Revenue Increase. Staff 

applied the Debt Service Coverage ("DSC") Method, as generally accepted by the 

Commission , to determine Webster County's revenue requirement. Using this method, 

Staff determined that Webster County's current retail water service rates produce 

revenues that are $58,213, or 4.20 percent, above the revenue required from retail 

rates. Accordingly, Staff finds that no retail rate adjustment that would increase 

revenues is warranted at this time. 

2. Depreciation . As discussed in detail in Attachment A, Staff found that 

Webster County should change the depreciable lives assigned to certain water assets 

for ratemaking and accounting purposes. Staff further finds that no adjustment to 

accumulated depreciation or retained earnings should be made to account for the 

retroactive effect of this recommended change in accounting estimate. 

Pro Forma Operating Statement 

In accordance with 807 KAR 5:076, Section 9, Webster County based its pro 

forma operations on the test year ended December 31, 2013.2 The pro forma operating 

statement calculated and presented by Webster County as part of its application is 

shown below. As shown in Adjustment Col. A of this statement, Webster County 

2 807 KAR 5:076, Section 9, requ ires that "[t]he reasonableness of the proposed rates shall be 
determined using a twelve (12) month historical test period , adjusted for known and measureable 
changes, that coincides with the reporting period of the applicant's annual report for the immediate past 
year. " 
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proposed to adjust many of the test-year revenue and expense accounts to the amounts 

reported for the 12 months ended September 30, 2014, recognizing that significant 

changes had occurred to these accounts since the end of the test year. Also , as shown 

in Adjustment Col. B, Webster County proposed to eliminate non-recurring revenues 

from test-year operations. 
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Calculated by Webster County 

Test Year 
2013 

Operating Revenue 
Sales of Water 

Metered Water Sales $ 1,348,318 
Sales for Resale 299,813 

Other Operating Revenue 
Forfeited Discounts 24,695 
Miscellaneous Service Revenues 11,093 
Rents from Water Property 20,330 
Other Water Revenues 101 ,479 

Total Operating Revenue 1,805,728 

Operating Expenses 
Operation and Maintenance Expenses 

Salaries and Wages - Employees 413,161 
Salaries and Wages - Officers 18,000 
Employee Pensions and Benefits 176,569 
Purchased Power 149,347 
Chemicals 177,296 
Materials and Supplies 99,397 
Contractual Services 15,394 
Rents 306 
Transportation 40,521 
Insurance 32,180 
Regulatory Commission Expense 3,342 
Miscellaneous Expense 47,772 

Total Operating and Maintenance Expenses 1 ' 173,285 
Depreciation Expense 530,495 
Amortization Expense 20,907 
Taxes Other Than Income 33,303 

Total Operating Expenses 1,757,990 

Net Operating Income 47,738 
Plus: Interest Income 3,574 

Income Available to Service Debt $ 51 ,312 
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$ 

$ 

Adjustments 
Col. A 

44,797 
73,695 

(3,651) 
(751) 

114,090 

9,787 

1 '1 33 
25,250 

(16,121) 
(1 8,401) 

(1 '760) 

(6,669) 

(6, 781) 
43,129 

789 

37,137 

76,953 

76,953 

Col. B Pro Forma 

$ 1 ,393,115 
373,508 

21 ,044 
10,342 

$ (15,121) 5,209 
(97,752) 3,727 

(112,873) 1,806,945 

422,948 
18,000 

177,702 
174,597 
161 ,175 
80,996 
15,394 

306 
38,761 
32,180 

3,342 

41 '1 03 

1 '1 66,504 
573,624 

20,907 
34,092 

1 ,795,127 

(112,873) 11 ,818 
3,574 

$ (112 , 873~ $ 15,392 
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By making the adjustments shown above in Col. A, Webster County essentially 

moved the test year forward to the 12 months ended September 30, 2014, but only for 

selected accounts. Staff agrees that moving the test year forward is appropriate in this 

instance, given the material changes to the accounts noted by Webster County; 

however, Staff finds that it is more appropriate to move the test year forward to the 12 

months ending December 31 , 2014, to coincide with Webster County's 2014 Annual 

Report, which was filed with the Commission subsequent to the filing of Webster 

County's application in this matter, but before the date of this report. 

The 2014 test year provides the most current audited financial information as the 

basis for the rates the Commission will authorize for Webster County in this proceeding. 

While audited financial statements are not essential for ratemaking purposes, they are 

superior to unaudited financial statements. An audit ensures that proper accounting 

treatment has been applied to all transactions that are material to the financial 

statements taken as a whole; but no such assurance accompanies unaudited financial 

statements. Webster County's Pro Forma Operating Statement for the test-year ended 

December 31 , 2014, as compiled by Staff, appears below. 
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Calculated by Staff 

Test Year 
2014 Adjustment (Ref.) Pro Forma 

Operating Revenues 
Water Sales Revenue $ 1,748,353 $ 9,732 (A) $ 1,758,085 
Other Water Revenue 93,516 (40,612) (B) 52,904 

Total Operating Revenues 1,841 ,869 (30,880) 1 ,810,989 

Operating Expenses 
Operation and Maintenance Expenses 

Salaries and Wages - Employees 411 ,394 12,594 (C) 423,988 
Salaries and Wages - Commissioners 18,000 18,000 
Employee Pensions and Benefits 184,230 184,230 
Purchased Power for Pumping 145,906 145,906 
Chemicals 147,041 147,041 
Materials and Supplies 74,030 74,030 
Contractual Services - Accounting 8,000 8,000 
Contractual Services - Other 8,368 8,368 
Rental of Equipment 854 854 
Transportation Expenses 33,1 77 33,177 
Insurance 32,355 32,355 
Advertising Expense 1,467 1,467 
Miscellaneous Expense 34,162 34,162 

Total Operation and Maintenance Expense 1,098,984 12,594 1,111,578 
Taxes Other Than I nco me 33,718 3,473 (D) 37 ,191 
Depreciation 553,597 (62,738) (E) 490, 859 

Total Operating Expenses 1,686,299 (46,671) 1,639,628 

Net Operating Income 155,570 15,791 171 ,361 
Interest I nco me 3,576 3,576 
Gains for Disposition of Utility Property 6,000 (5, 143) (F) 857 

Income Available to Service Debt $ 165,1 46 $ 10,648 $ 175,794 

(A) Billing Analysis Adjustment. Webster County provided a billing analysis 

with its application using a test year of 2013. During the course of this case , a change 

of the test year to 2014 was made. The revised Billing Analysis for 2014 resulted in total 
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normalized revenue from retail and wholesale water sales of $1,758 ,084, resulting in an 

adjustment of $9,731 over revenues as stated in the 2014 Annual Report. 

(B) Nonrecurring Revenue. During the 2013 Test Year proposed by Webster 

County, Webster County reported payments received from an underground coal mining 

lease in the amount of $20,3303 and from a class-action law suit settlement agreement 

in the amount of $97,752.4 In its Application , Webster County proposed to eliminate this 

revenue from test-year operations stating that no coal mining payments "will be 

forthcoming beyond 2014" and that the class-action settlement revenue "was a one-time 

payment. "5 

In the 2014 Test Year used by Staff, Webster County recognized coal lease 

revenue in the amount of $50,765. It is Staff's opinion that the most appropriate rate 

treatment would be to amortize the 2014 coal revenue over a five-year period .6 This 

treatment for ratemaking purposes is consistent with the Commission 's common 

practice of amortizing test-year expenses that are non-recurring. Accordingly, Staff 

3 On February 11 , 2011 , Webster County entered into an underground coal mining lease with 
Allied Resources, Inc. ("Allied"), pursuant to which All ied would pay Webster County royalties for any coal 
removed from underneath Webster County's property . Although the lease had an orig inal term of ten 
years , Allied mined coal from Webster County's property only during the years 2013 and 2014. 

4 Atrazine is a weed killer produced by Syngenta AG . On October 23, 2012 , the federal court 
approved a class-action lawsuit settlement agreement pursuant to wh ich Syngenta AG paid out a total of 
$105 million to water providers who had demonstrated that their water supply had been contaminated 
with Atrazine . Webster County received a one-time payment in the amount of $97,752 for its share of the 
settlement. 

5 Application , Exhibit 4, Schedule of Adjusted Operations, Notes 1 and 2. 

6 Generally, when there is no evidence to support an alternative amortization period, the 
Comm ission amortizes an intangible regulatory asset or liability identified in a rate proceeding over the 
anticipated life of the rates approved in that proceeding . This life is generally based on the frequency of 
the utility 's historic rate case filings , but generally does not exceed five years, the longest anticipated life 
of any water service rate authorized by the Commission. Since Webster County's most recent rate 
application was filed 17 years ago in 1998, Staff chose a five-year amortization period . 
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decreased the 2014 Test Year coal revenue by $40,612 to account for its f ive-year 

amortization as calculated below. 

2014 Coal Revenue 
Divide by: 5 Years 

Total Amortization 
Less: Test Year 

Adjustment 

$ 

$ 

50,765 
5 

10,153 
(50,765) 

(40,612) 

(C) Salaries and Wages - Employees. During the 2014 test year, Webster 

County reported $411 ,394 for Salaries and Wages - Employees expense. During its 

review, Staff discovered that each Webster County employee received a $.55 per hour 

wage rate increase that became effective on January 1, 2015. As shown in the table 

below, Staff determined that test-year wages expense should be increased by $1 2,594 

to account for this increase. 

Overtime 
Current Regular at Regular 

Pay Rate Hours Rate 

Employee 1 $ 35.86 2,040 
2 25.81 2,040 
3 20.81 2,058 
4 18.25 2,062 
5 20.64 2,080 33 
6 20.57 2,080 41 
7 19.63 2,070 
8 17.93 2,080 
9 14.00 2,051 

Pro Forma Wages 
Less: Test Year Wages 

Increase 

-8-

Overtime 
Hours 
(x1 .5) 

74 
44 

171 
125 
111 
135 
56 

On Call 
Payments Pro Forma 

$ 73,154 
52,652 
45,137 
38,836 

$ 700 49 ,606 
780 48 ,266 
780 44,682 
680 41 ,605 
160 30 ,050 

423 ,988 
(411 ,394) 

$ 12,594 
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(D) Taxes Other Than Income - Payroll Taxes. Below, Staff calculated 

Webster County's pro forma payroll taxes by multiplying the total taxable wages 

(including Commissioner's pay) by the payroll tax rate. Accordingly, Staff increased 

payroll tax expense by $3,473. 

Pro Forma Wages 
Commissioner's Salaries 

Total Wages Subject to Payroll Taxes 
Times: Tax Rate 

Payroll Tax Expense 
Less: Test Year 

Adjustment 

$ 

$ 

Pro Forma 

423 ,990 
18,000 

441 ,990 
7.65% 

33 ,812 
(30,339) 

3,473 

(E) Depreciation. Webster County reported $553,597 for test-year 

depreciation expense. Staff reviewed all the lives assigned to Webster's County's 

assets used. A summary of this review is found at Attachment A of this report . Based 

on this review, Staff determined that Webster County's test-year depreciation should be 

reduced by $62,738 , as calculated below: 
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Staff 
Original Useful Pro 

Asset Cost Life Forma 

Structures and Improvements- Source of Supply $ 63,366 37.5 $ 1,690 
Structures and Improvements -Water Treatment 46,719 37.5 1,246 
Structures and Improvements - Office 201,833 37.5 5,382 
Structures and Improvements - River Intake Structures 5,348,163 37.5 142,618 
Structures and Improvements - River Intake 243,074 40 6,077 
Structures and Improvements - Pumping 516,232 37.5 13,766 
Electric Pumping Equipment 185,341 20 9,267 
Reservoirs and Standpipes -Tank Painting 219,705 15 14,647 
Transmission and Distribution Mains 7,560,269 50 151 ,205 
Meters and Meter Installations 632,213 45 14,049 
Hydrants 6,610 40 165 
Transportation Equipment 100,776 7 14,397 

Pro Forma 374,509 
Less: Test-Year Depreciation on Assets Listed in the Adjustment (437,247) 

Decrease $ {62 ,738} 

(F) Gain on Sale of Property. During the test year, Webster County 

recognized a $6,000 gain on the sale of a service vehicle. Being an asset of a 

depreciable class, the USoA requires this gain be accounted for using the accumulated 

depreciation account.7 Through this accounting treatment, the depreciable basis of the 

replacement asset is adjusted to include the amount of the gain. The gain would then 

be recognized as a component of depreciation expense recorded on the replacement 

asset in future periods. 

In this case, Staff amortized the gain over the seven-year depreciable life 

assigned to the new service vehicle . This method has the same effect on revenue 

7 USoA at 42, Account 180.1. B. 
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requirements as the method prescribed by the USoA. To account for the amortization , 

the amount of the gain recognized in the test year was reduced by $5 ,143. 

Gain on Sale of Property 
Divide by: 7 Years 

Amortization 
Less: Test Year 

Adjustment 

-11 -

$ 

$ 

6,000 
7 

857 
(6,000) 

(5, 143) 
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Overall Revenue Requirement and Required Revenue Increase 

Webster County and Staff calculated Webster County's overall revenue 

requirement and required revenue increase using the DSC Method that is generally 

accepted by the Commission. 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; 8 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 Webster County's and Staff's calculations of Webster County's Overall 

Revenue Requirement and Required Revenue Increase is shown below. 

8 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) . 

-12- Staff Report 
Case No. 2015-00065 



Pro Forma Operating Expenses 
Plus: Average Annual Principal and Interest Payments 

Additional Working Capital 

Overall Revenue Requirement 
Less: Other Operating Revenue 

Interest Income 
Wholesale Water Revenue 
Amortization of Gain on Sale of Asset 

Revenue Required From Retail Rates 
Less: Pro Forma Present Rate Retail Water Revenues 

Revenue Deficiency/ (Sufficiency) 
Pecent Increase 

Webster 
County WD 

2013 
Test Year 

$ 1 ,795,127 
134,168 

14,597 

1,943,892 
(40,322) 

(3,574) 
(373,508) 

1,526,488 
(1 ,393, 115) 

$ 133,373 
9.6% 

Staff 
2014 

Test Year 

$ 1,639,628 
106,892 

10,689 

1,757,209 
(52 ,904) 

(3,576) 
(373 ,676) 

(857) 

1 ,326,196 
(1 ,384,409) 

$ (58,213) 
-4.20% 

1. Average Principal and Interest Payments. Webster County currently has 

two outstanding loans payable to the Kentucky Infrastructure Authority ("KIA"). In its 

Application , Webster County stated that it was requesting recovery of the three-year 

annual average debt payments that will become due in the years 2015 to 2017 in the 

amount of $134,168. It did not provide the calculation of the amount requested . 

As discussed in footnote 6, it is Staff's opinion that the rates authorized by the 

Commission in this proceeding will likely have a five-year life. To match the debt 

payments included in Webster County's revenue requirement with the life of the rates, 

Staff included the five-year average debt principal and interest payments that will 

become due during 2015 through 2019. As shown below, Staff's calculation accounts 

for the final payment on the 1995J KIA loan that will occur in December 1, 2016. 
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Year 

2015 
2016 
2017 
2018 
2019 

Total 
Divide by: 5 years 

Annual Debt 
Payment 

$ 135,673 
133,001 
90,507 
88,614 
86,664 

534,458 
5 

$ 106,892 Average Annual Principal and Interest Payments ~=~== 

-14- Staff Report 
Case No. 2015-00065 



2. Additional Working Capital. The DSC method, as historically applied by 

the Commission , includes an allowance for additional working capital that is in addition 

to the amount provided through recovery of Depreciation Expense. The additional 

working capital is set equal to the minimum net revenues required by Webster County's 

lenders that are above its average annual debt payments. As shown below, Staff 

calculated Webster County's allowance for additional working capital to be $10 ,689. 

Staff included this amount in the calculation of Webster County's Overall Revenue 

Requirement.9 

9 KIA requires that Webster County assess rates for water seNice that produce net revenues that 
are equal to at least 110 percent of the average annual principal and interest payments . The DSC ratio 
measures an entity's ability to pay its cash-related operating expenses and to pay debt principal and 
interest. KIA calculates the ratio by dividing net revenues by the entity's average annual debt principal 
and interest payments. Net revenues are equal to total gross revenues less cash-related expenses. 
Depreciation expense, a noncash operating expense, is excluded from the determination of net revenues . 
As shown below, the required DSC Ratio is met with and without including the additional allowance for 
working capital in Webster County's Overall Revenue Requirement. 

Overall Revenue Requirement 

Less: Operating and Maintenance Expense 

Taxes Other Than Income 

Net Revenues 

Divided by: Average Annual Debt Payments 

DSC Ratio 

-15-

With Additional 

Working Capital 

$ 1,757,209 

(1 ,111 ,578) 

(37, 191) 

608,440 

106,892 

569% 

Without 

Additional 

Working Capital 

$ 1,746,519 

(1,111 ,578) 

(37, 191) 

597,750 

106,892 

559% 
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Average Annual Principal and Interest 
Times: DSC Coverage Ratio 

Total Net Revenues Required 

$ 106,892 
110% 

Less: Average Annual Principal and Interest Payments 
117,581 

(1 06,892) 

Additional Working Capital 

Signatures 
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$ 10,689 

Prep ed by: Ariel Turnbull 
Fina cial Analyst, Water and Sewer 
Revenue Requirements Branch 
Divi ·on of Financial Analysis 

Pre are y: Jack Scott Lawless, CPA 
Branch Manager, Water and Sewer 
Revenue Requirements Branch 
Division of Financial Analysis 

Prepared by: Eddie Beavers 
Rate Analyst , Water and Sewer 
Rate Design Branch 
Division of Financial Analysis 
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ATIACHMENT A 
STAFF REPORT, CASE NO. 2015-00065 
WEBSTER COUNTY WATER DISTRICT 

ENGINEERING DIVISION'S 
ANALYSIS OF ASSET 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, 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 seNice 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 seNice lives are not consistent with the service lives 
contained in the NARUC Study. The table shows the utility's current and Engineering 
Staff's recommended reasonable and appropriate seNice lives based on a review of 
information contained in the record of this case. 

Staff NARUC 
Asset Classification Current Recommended Study 

E-Structure & Improve-Source 
of Supply (304-0002) : 304.2 
Structures & Improve, Pumpsite 
Improvements, Pumpstation-St, 
Pumpstation-CD. 30-50 37.5 35-40 
F-Structure & Improve-Water 
Treatment (304-0003) : 
Improvements, Interconnect 
Project, Phase Ill Upgrade 20, 30 37.5 35-40 
G-Structures & Improvements-
Office (304-0005) : Building , 
New Office Building , 
Improvements 10-30 37.5 35-40 
!-Structures & Improve-River 
Intake (304-0007): River Intake 
Structure, Plant Structure 50 37.5 35-40 
!-Structures & Improve-River 
Intake (304-0007): Raw Water 
Intake, River Intake/Lake, River 
and Other Intakes 50 40 35-45 
J-Structures & Improve-
Pumping (304-0007): Pump 
Station-S, C, & Ritz Road 30 37.5 35-40 



Staff NARUC 
Asset Classification Current Recommended Study 

L-Eiectric Pumping Equipment 
(.311-0002) : Electric Pumping 
Equipment, Equipment, 
Pumping Equipment, Pump & 
Intake, Pump & Labor, High 
Service Pump, Motor Pumping 
Equipment, 60 & .30 HP Motors, 
Pump Repairs 10, 50 20 20 
N-Reservoirs and Standpipes 
(.3.30-0004): Tank Painting , 
Painting-.300,000 Elevated 
Tank 20,50 15 * 
0-Trans & Distribution Mains 
(.311-0004) 40,50 50 50-75 
P-Meters & Installations (.3.34-
0004) 10 45 40-50 
0-Hydrants (.3.35-0004) 10,40 40 40-60 
T-Transportation Equipment 
(.341-0005) 5 7 7 

*Tank painting costs are normally amortized rather than depreciated . As such , service 
lives of tank paintings are not represented in the NARUC Study. 

A portion of the asset groups 0 and Q have service lives within the NARUC 
Study range. Adjusting the service lives of the remaining assets in these groups with 
service lives outside the NARUC Study range to the same service lives of the rest of the 
assets in these groups, is reasonable. 

Absent any specific and verifiable evidence supporting alternative service lives, 
Engineering Staff finds that service lives based on the NARUC Study, as shown in the 
above table , should be considered reasonable and appropriate. 

red May 8, 2015 
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In the Matter of:

COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

ALTERNATIVE RATE ADJUSTMENT FILING OF ) CASE NO.
HARRISON COUNTY WATER ASSOCIATION ) 2015-00308

NOTICE OF FILING OF COMMISSION STAFF REPORT

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

October 12, 2015, 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 5 of the Commission's

October 12, 2015 Order, Harrison County Water Association is required to file written

comments regarding the findings of Commission Staff no later than December 30, 2015.

DATED
DEC 167015

CO! Parties of Record

Jeff Derouen

Executive Director

Public Service Commission

P.O. Box 615

Frankfort, KY 40602



STAFF REPORT

ON

HARRISON COUNTY WATER ASSOCIATION

CASE NO. 2015-00308

Harrison County Water Association ("Harrison County") provides water service to

approximately 5,647 customers residing In Bourbon, Harrison, Pendleton, and Scott

counties, Kentucky.^ On September 9, 2015, Harrison County tendered an application

to the Commission pursuant to 807 KAR 5:076 requesting to Increase Its water service

rates In order to generate additional annual water sales revenue In the amount of

$255,708, an 11.06 percent Increase to proforma present rate revenues of$2,312,979.

The requested water service rates would Increase the cost of 5,000 gallons of water

purchased through a 5/8-Inch x 3/4-Inch meter from $35.65 to $39.58 per month, an

Increase of $3.93, or 11.02 percent.

In support of Its requested rates, Harrison County provided financial exhibits

with Its Application that were based on the test year ended December 31, 2014. In Its

application, Harrison County Included several adjustments to test-year expenses.

Harrison County also provided with Its application a billing analysis adjusting test-year

revenue that Included the Increase to water sales from a Purchased Water Adjustment

that occurred In January of 2015. These exhibits are shown below In condensed form

and Indicate that a revenue Increase of $255,707, or 11.06 percent. Is warranted.

^Annual Report ofHarrison County Water Association to the Public Service Commission for the
Calendar YearEnded December 31, 2014 {'2014AnnualReport) at 12 and 53.



Overall Revenue Requirement and Required Revenue Increase

Pro Forma Operating Expenses $ 2,549,625
Plus: Average Annual Principal

and Interest Payments on Current Debts 93,869
Additional Working Capital 18,774

Overall Revenue Requirement 2,662,268
Less: Other Operating Revenue (75,314)

Interest Income (18,268)

Revenue Required From Rates 2,568,686
Less: Pro Forma Present Rate Service Revenues (2,312,979)

Required Revenue Increase $ 255,707
Recent Increase 11.06%

Staff performed a limited financial review of Harrison County's operations for the

test year ended December 31, 2014, to determine the reasonableness of Harrison

County's requested water rates. 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.

Staff's findings are summarized in this report. Ariel Miller reviewed the

calculation of Harrison County's Overall Revenue Requirement. Jason Green reviewed

reported revenues and rate design.

Summary of Findings

1• Overall Revenue Reouirement and Required Revenue Increase. Staff

found that Harrison County can justify a total Overall Revenue Requirement of

$2,681,192, and that a water revenue increase of $252,493, or 10.81 percent, above
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the pro forma present rate water revenues of $2,335,117 calculated by Staff, Is

necessary to generate the Overall Revenue Requirement.

2. Water Rates. The Commission has previously found that the allocation of

a revenue Increase evenly across the board to a utility's current rate design Is

appropriate when there has been no evidence entered Into the record demonstrating

that this method Is unreasonable. Finding no such evidence In this case. Staff followed

the method proposed by Harrison County and allocated the $252,493 revenue Increase

evenly across the board to Harrison County's current rate design.

3. Depreciation. As set out In Attachment B of this report. Staff finds 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 Harrison County's assets and will better match expenses to revenues.

No adjustment to accumulated depreciation and retained earnings should be made to

account for the effect of this change In accounting estimate.
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Pro Forma Operating Statement

Harrison County's Pro Forma Operating Statement based on test-year operations

ended December 31, 2014, as determined by Staff, is shown below:

Test Year Adjustment (Ref.) Pro Forma

Operating Revenues
Water Sales Revenue $2,231,628 $ 17,741 (A)

85,748 (B) $2,335,117
Ottier Water Revenue 44,834 44,834

Total Operating Revenues 2,276,462 103,489 2,379,951

Operating Expenses
Operation and Maintenance Expenses

Salaries and Wages - Employees 360,968 10,829 (C) 371,797
Salaries and Wages - Commissioners 12,600 12,600
Employee Pensions and Benefits 159,889 159,889
Purchased Water 1,109,568 80,862 (D)

(74,283) (E) 1,116,147
Purchased Power for Pumping 84,010 (5,242) (E) 78,768
Materials and Supplies 79,852 79,852
Contractual Sen/ices - Accounting 17,400 17,400
Contractual Services - Legal 2,804 2,804
Contractual Services - Other 90,808 90,808

" Transportation Expenses 48,519 48,519
Insurance 31,606 31,606
Bad Debt 18,559 18,559
Miscellaneous Expense 43,328 43,328

Total Operationand Maintenance Expenses 2,059,911 12,166 2,072,077
Taxes Other Than Income 32,671 828 (C) 33,499
Depreciation 466,323 (3,350) (F) 462,973

Total Operating Expenses 2,558,905 9,644 2,568,549

Net Operating Income (282,443) 93,845 (188,598)
Interest Income 18,268 18,268
Nonutility Income 30,480 30,480

Income Available to Service Debt $ (233,695) $ 93,845 $ (139,850)
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(A) Billing Analysis Adjustment. Harrison County provided a billing analysis

showing the gallons of water billed to retail customers during the test year.^ Applying

the water service rates that were In effect during the test year to the water sales shown

In the billing analysis, Staff determined that a billing analysis adjustment Is appropriate

that Increases test-year revenues by $17,741. Staff recalculated test-year normalized

revenues from retail sales to be $2,335,117.

(B) Purchased Water Adjustment. Subsequent to the test year, the

Commission, pursuant to 807 KAR 5:068, authorized Harrison County to Increase Its

water rates In order to pass through the wholesale water rate Increase of the city of

Cynthlana.^ By applying the retail rates authorized by the Commission to the applicable

water sales shown In the billing analysis provided In Harrison County's supplemental

filing. Staff determined that an adjustment of $85,748 should be made to Increase test-

year revenues.

(C) Salaries and Wages. During the test year, Harrison County reported

$360,968 for test-year salaries and wages expense. In Its application, Harrison County

requested to Increase this amount by $10,829 to account for a 3 percent wage rate

Increase that was approved by Harrison County's Board of Directors on March 18,

2015, for all employees and became effective on April 1, 2015. Further, Harrison

County proposed to Increase test-year Taxes Other Than Income by $828 to account

^ On October 6, 2015, Harrison County supplemented its appiication with a revised billing
analysis that included the increase to sales revenue from a Purchased Water Adjustment that occurred in
January 2015.

^ Case No. 2015-00029, Purchased Water Adjustment Filing of Harrison County Water
Association (Ky. PSO Jan. 23, 2015).
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for the increase to test-year payroll taxes that will result from the wage rate increase.

Staff agrees with the adjustments proposed by Harrison County and increased test-year

expenses accordingly.

(D) Changes to Wholesale Purchase Water Rates. During the test year,

Harrison County purchased wholesale water for resale from Kentucky American Water

Company, Nicholas County Water District, and the cities of Cynthiana, Paris, and

Millersburg. Effective January 1, 2015, the city of Cynthiana increased the wholesale

water rate charged to Harrison County from $2.41 per thousand gallons to $2.63 per

thousand gallons.

In its Application, Harrison County proposed to increase test-year Purchased

Water expense by $80,862 to account for effects of the wholesale water rate increase.

Staff agrees with Harrison County's adjustment and increased test-year Purchased

Water expense by $80,862.

(E) Water Loss. Pursuant to 807 KAR 5:066, Section (6)3, Harrison County's

water loss is limited to 15 percent for ratemaking purposes unless it can demonstrate

that an alternative level is reasonable. During the test year, Harrison County reported

water loss at 21.24 percent, or 6.24 percent above the amount allowed. Harrison

County did not attempt to demonstrate that the amount of excess water loss is

reasonable. Instead, it proposed to decrease test-year purchased water expense and

its test-year purchased power by $74,283 and $5,242, respectively, to remove the cost

of the excess water loss. Staff agrees with the proposed adjustments and reduced test-

year purchased water and purchased power by $74,283 and $5,242, respectively.
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(F) Depreciation. Harrison County reported $466,323 for test-year

depreciation expense. This amount was calculated using the straight-line method,

pursuant to which the plant's original cost is divided by its estimated useful life. A

summary of Staffs 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, Staff decreased test-year depreciation by $3,350, as calculated below:

Divide by:
Original Staff Pro Forma

Asset Cost Useful Life Depreciation

328 - Other Pumping Plant $ 19,589 25 $ 784
331 - Structures and Improvements 4,700 35 134
341 - Structures arxl Improvements 1,050 35 30
342 - Reservoirs and Tanks 29,767 30 992
343 - Transmission and Distribution Mains 163 50 3
346 - Meters 3,999 35 114
391 - Office Fumiture and Equipment 1,524 20 76
392 - Transportation Equipment 6,549 7 936
394 - Tools, Shop, &Garage Equipment 66,213 15 4,414
396 - Power Operated Equipment 2,932 15 195
397 - Communications Equipment 59,240 10 5,924

Pro Forma 13,603
Less: Test-Year Depreciation on Assets Listed in the Adjustment (16,953)

Decrease $ (3,350)

-7- Staff Report
Case No. 2015-00308



Overall Revenue Requirement and Required Revenue Increase

Harrison County and Staff used the Debt Service Coverage ("DSC") method, as

generally accepted by the Commission, to calculate the Overall Revenue Requirement.

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;" 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 Harrison County's and Staffs calculation of the Overall Revenue

Requirement and Required Revenue Increase is shown below:

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 internai funds to be used for
renewing and replacing assets. See Public Sen/. 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 SewerDistrict for an Adjustment in Rates Pursuantto theAlternative Rate Filing Procedure for
Small Utilities (Ky. PSC Dec. 21, 2012).
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Harrison

County Staff

Pro Forma Operating Expenses $2,549,625 $2,568,549
Plus: Average Annual Principal

and Interest Payments on Current Debts 93,869 93,869
Additional Working Capital 18,774 18,774

Overall Revenue Requirement
Less: Other Operating Revenue

Interest Income

Non-Operating Revenue

Revenue Required From Rates

2,662,268 2,681,192

(75,314) (44,834)
(18,268) (18,268)

(30,480)

2,568,686 2,587,610

(2,312,979) (2,335,117)

$ 255,707 $ 252,493

11.06% 10.81%

Required Revenue Increase

Recent Increase

1• Averaoe Principal and Interest Pavments on Current Debts. Harrison

County currently has outstanding loans payable to the United States Department of

Agriculture Rural Development ("RD"). In its Application, Harrison County requested

recovery of the three-year average principal and interest payments that will become

due in 2016, 2017, and 2018 on all loans that were used to finance the cost of water

system improvement projects. Staff agrees that the $93,869 requested by Harrison

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

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

approved by the Commission in this proceeding will be in effect.
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2. Additional Working Capital. The DSC method, as historically applied by

the Commission, includes an allowance for additional working capital that is equal to the

minimum net revenues required by Harrison County's lenders that are above its

average annual debt payments. In this case, RD requires that Harrison County charge

rates that produce net revenues that are at least 120 percentof its average annual bond

payments. Following the Commission's historical practice. Staff calculated Harrison

County's allowance for additional working capital to be $18,774, as shown below.^ Staff

included this amount in the calculation of Harrison County's Overall Revenue

Requirement.

inclusion of the additional working capital in Harrison County's revenue requirement is not
necessary for it to earn revenues that meet the minimum DSC ratio required by its lenders. As
depreciation is a noncash item, it is excluded from the ratio caiculation, which is actually a measure of
cash flow. As shown below, Harrison County's minimum DSC ratio is met with or without the inclusion of
additional working capital.

0\«rall Revsnue Requirement

Less: Operating and Maintenance Expense

Taxes Other Than Income

Net Rewnues

Divided by: Average Annual Debt Payments

DSC Ratio

Without

With Additional Additional

Working Capital Working Capital

$ 2,681,192 $ 2,662,419

(2,072,077) (2,072,077)

(33,499) (33,499)

575,616 556,843

93,869 93,869

613% 593%
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Average Anniel Principal and interest
Times: DSC Coverage Ratio

Total Net Revenues Required
Less: Average Annual Principal and Interest Payments

Additional Working Capital

Signatures

$ 93,869

120%

112,643

(93,869)

$ 18,774

J/lJcl}, fll
Prepared by: Ariel Miller
Financial Analyst, Water and Sewer
Revenue Requirements Branch
Division of Financial Analysis
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ATTACHMENT A

STAFF REPORT CASE NO. 2015-00308

RATES CALCULATED BY STAFF

Monthly Rates

5/8- X 3/4-Inch Meter

First 2,000 Gallons $18.63 Minimum Bill
Next 1,000 Gallons 6.96 Per 1,000 Gallons
Next 2,000 Gallons 6.78 Per 1,000 Gallons
Next 45,000 Gallons 6.23 Per 1,000 Gallons
Over 50,000 Gallons 5.30 Per 1,000 Gallons

3/4-Inch Meter

First 3,000 Gallons $25.59 Minimum Bill
Next 2,000 Gallons 6.78 Per 1,000 Gallons
Next 45,000 Gallons 6.23 Per 1,000 Gallons
Over 50,000 Gallons 5.30 Per 1,000 Gallons

1-Inch Meter

First 5,000 Gallons $39.15 Minimum Bill
Next 45,000 Gallons 6.23 Per 1,000 Gallons
Over 50,000 Gallons 5.30 Per 1,000 Gallons

1 1/2-Inch Meter

First 10,000 Gallons $70.30 Minimum Bill
Next 40,000 Gallons 6.23 Per 1,000 Gallons
Over 50,000 Gallons 5.30 Per 1,000 Gallons

2-Inch Meter

First 15,000 Gallons $101.45 Minimum Bill
Next 35,000 Gallons 6.23 Per 1,000 Gallons
Over 50,000 Gallons 5.30 Per 1,000 Gallons

Bulk Loadina Station $7.57 Per 1,000 Gallons



ATTACHMENT B

STAFF REPORT, CASE NO. 2015-00308
HARRISON COUNTY WATER ASSOCIATION

ENGINEERING DIVISION'S

ANALYSIS OF ASSET SERVICE LIVES

FOR WATER SYSTEMS

Historically, the Comnnission has relied on the Depreciation Practices for Small
Water Utilities by the National Association of Regulatory Utility Commissioners
("NARUC"), Washington, D. C., August 15, 1979 ("Study"), page 11, 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 utility practices. Typically, an adjustment is made when the
Commission finds that a utility is proposing to use a service life that falls outside of the
range, while service lives falling within these ranges are generally accepted.

Certain asset service lives submitted in this case were found to be outside the
ranges in the NARUC Study or guidelines previously adopted by the Commission. The
following table identifies the service lives submitted outside the Commission's
established guidelines:

NARUC

Account

Number Type of Asset

NARUC

Average
Service

Life

Submitted

Service

Life/Lives

Recommended

Staff Report
Service

Life/Lives

328 Other Pumping Plant 25 38, 20 25
331 Structures and Improvements 35-40 20 35
341 Structures and Improvements 35-40 30 35
342 Reservoirs and Tanks 30-60 20, 30 30
343 Transmission and Distribution Mains 50-75 30, 50, 63 50,63
346 Meters 35-45 20, 35 35

391 Office Furniture and Equipment 20-25 23, 7, 5 23, 20
392 Transportation Equipment 7 7,5 7

394 Tools, Shop & Garage Equipment 15-20 7, 13, 10 15
396 Power Operated Equipment 10-15 20, 30 15

397 Communications Equipment 10

20,30, 10,
18, 7 10

NOTE: Some Types of Assets had more than one service life submitted. In these
cases, service life/lives that were within the NARUC range shall remain unchanged.

The Recommended Staff Report Service Life/Lives shall be used for the purpose
of the Commission Staff Report unless specific and verifiable evidence supports using
alternative service lives.

Prepared Decemt^r 16, 2015

f\

Mark Rasche, P.E.
Manager, Water and Sewer Branch
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In the Matter of:

COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

ALTERNATIVE RATE ADJUSTMENT FILING OF ) CASE NO.
HARRISON COUNTY WATER ASSOCIATION ) 2015-00308

ORDER

Harrison County Water Association ("Harrison County") has applied to adjust its

water service rates. By this Order, the Commission approves water service rates that

will produce additional annual water sales revenues in the amount of $223,057, a 9.14

percent increase to pro forma present rate water sales revenues in the amount of

$2,440,370. Atypical residential customer's bill will increase from $36.58 to $39.92 per

month, an increase of $3.34, or 9.13 percent.^ The approved rates are shown in

Appendix B to this Order.

Harrison County tendered its application ("Application") pursuant to 807 KAR

5:076 on September 9, 2015. In its Application, Harrison County requested rates that it

stated would produce $255,707 in additional annual revenues, an 11.06 percent

increase to water sales revenues from current rates in the amount of $2,312,979. After

curing filing deficiencies, the Application was considered filed on September17, 2015.

On October 12, 2015, the Commission issued a procedural order to ensure the

orderly review of Harrison County's application. Pursuant to the Order, Commission

Staff ("Staff) issued a report on December 16, 2015, finding that Harrison County's

adjusted test-year operations for the year ended December31, 2014, support a revenue

^Atypical residential customer is assumed to purchase 5,000 gaiions of water per month through
a 5/8-inch x 3/4-inch meter.



increase In the amount of $252,493, a 10.81 percent increase to water sales revenues

from current rates in the amount of $2,335,117. Staff also found that Harrison County

should change the depreciable lives assigned to certain assets when calculating

depreciation for ratemaking and accounting purposes.

On December 29, 2015, Harrison County filed responses to Staffs report

wherein it accepted Staffs findings and requested that no informal conference or

hearing be held; however, Harrison County requested that the Commission modify the

rates calculated in the Staffs report to account for the effects of the Commission's

Order in Case No. 2016-00028 ("PWA Order"), which approved a purchased water

adjustment factor of $0.25 per 1,000 gallons for services rendered on and after January

1, 2016.^

Having considered the evidence of record and being otherwise sufficiently

advised, the Commission finds that:

1. Except where they conflict with the findings contained in this Order, the

findings contained in Staffs report are supported by the evidence of record, are

reasonable, and should be adopted as if fully set out herein.

2. On January 1, 2016, subsequent to the issuance of Staffs report, the city

of Cynthiana ("Cynthiana") increased the wholesale water rate that it charges to

Harrison County.

3. On January 5, 2016, Harrison County filed an application with the

Commission pursuant to 807 KAR 5:068, Purchased Water Adjustment ("PWA") for

Water Districts and Associations, requesting authority to increase its water service rates

^ Case No. 2016-00028, Purchased Water Adjustment Filing of Harrison CkDunty Water
Association (Ky. PSC Jan. 29, 2016).
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in order to pass through to Its customers the Cynthiana wholesale water rate Increase.

The Commission established Case No. 2016-00028 to review Hamson County's PWA

application.

4. After reviewing the PWA application, the Commission entered the PWA

Order In Case No. 2016-00028 authorizing Harrison County to Increase its rates for

services rendered on and after January 1, 2016, for recovering the additional cost of

wholesale water.

5. Harrison County's pro forma operations, as presented In Staff's report,

should be adjusted to account for the additional water service revenue that will be

generated by the rates approved by the PWA Order entered In Case No. 2016-00028 In

order to account for the Increase to Harrison County's purchase water expense that will

result from Cynthlana's wholesale rate Increase.

6. As shown In Appendix A to this Order, by applying the rates authorized In

the PWA Order In Case No. 2016-00028 to the billing determinants shown In the billing

analysis provided by Harrison County In this proceeding,^ the Commission finds that

Harrison County's pro forma present rate water sales revenues Is $2,440,370, requiring

a $105,253 Increase to the pro forma amount shown In Staffs report.

7. After accounting for the January 1, 2016 Increase to Cynthlana's

wholesale rate, Harrison County's total pro forma purchased water expense Is

^See Harrison County's request for deviation filing (Ky. PSC Oct. 6, 2015).
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$1,271,293;'̂ however, $79,329^ of this amount is attributed to the cost of water loss that

exceeds the 15 percent allowed for ratemaking purposes by807 KAR 5:066, Section 6.®

After removing the cost of excess water loss, Harrison County's pro forma

purchased water expense that is recoverable through rates is $1,191,964,^ requiring a

$75,817® increase to the pro forma amount shown in Staffs report.

Test-Year Gallons Purchased from Cyrrthlana 367,556,400

Times: Current Rate Per TTiousand Gallons _$ 2.65

Pro forma Purchase Water Expense Paid to Cyrrthlana 1,047,536
Plus: Test-Year Purchased Water Expense Paid to Other Providers 223,757

Total Pro Forma Purchased Water Expense $ 1,271,293

Total Pro Forma Purchased Water Expense $ 1,271,293

Times: Percentage of Excess Water l_oss 6.24%

Cost of Excess Water Loss $ 79,329

®As discussed on page 6 of Staffs report, Harrison County's test-year water loss was 21.24
percent, or 6.24 percent above the amount allowed for ratemaking purposes.

7

Total Pro Forma Purchased Water Expense $ 1,271,293
Less: Costof Excess Water Loss (79,329)

Recov©rat»le Portion of Pro Forma Purchased Water Expense $ 1,191,964

Recoverable Portion of Pro Forma Purchased Water Expense $ 1,191,964
Less: Amount Stated in Staff Report (1,116,147)

Increase $ 75,817
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8. Harrison County's pro forma operating statement, as amended to account

for the additional increase to water sales revenues and purchase water expense,

appears below:

Pro Forma Additional Amended

Operating Revenues
Water Sales

Other Operating Revenue
$2,335,117

44,834

$ 105,253 $2,440,370

44,834

Total Operating Revenue 2,379,951 105,253 2,485,204

Operating Expenses
Operation and Maintenance
Depreciation
Taxes Other Than Income

2,072,077

462,973

33,499

75,817 2,147,894

462,973

33,499

Total Operating Expenses 2,568,549 75,817 2,644,366

Net Operating Income
Interest Income

Nonutility Income

(188,598)
18,268

30,480

29,436 (159,162)
18,268

30,480

Income Available to Service Debt $ (139,850) $ 29,436 $ (110,414)

9. Harrison County currently has outstanding bond issuances payable to the

United States Department of Agriculture Rural Development. The three-year average

principal and interest payments for the years 2016 through 2018 on these bonds is

$93,869.®

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

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

' Staffs report at 9.
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11. As demonstrated below, application of the Commission's DSC method to

Harrison County's pro forma operations results in an overall revenue requirement of

$2,757,009. A revenue increase of $223,057, or 9.14 percent, from water service rates

is necessary to generate the overall requirement.

Pro Forma Operating Expenses $ 2,644,366
Plus: Average Annual Debt Payments 93,869

Additional Working Capital 18,774

Overall Revenue Requirement 2,757,009
Less: Other Operating Income (44,834)

Interest Income (18,268)
Nonutility Income (30,480)

Revenue Required from Rates 2,663,427
Less: Pro Forma Present Rate Revenue (2,440,370)

Required Revenue Increase $ 223,057
Percent Increase 9.14%

12. The rates set forth in Appendix B of this Order will produce the required

revenue increase, are fair, just, and reasonable, and should be approved for service

rendered on and after the date of this Order.

13. The water service rates requested by Harrison County, after accounting

for the effects of the Commission's PWA Order, will produce additional annual revenues

in the amount of $269,900 and should be denied.

14. During the test year, Harrison County used service lives for various water

assets that are at variance with those found in a survey of the National Association of

Regulatory Utility Commissioners ("NARUC Survey") that contain "a range of average

service lives currently being used by water utilities throughout the country for water
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facilities designed and installed and maintained in accordance with good water works

practice."^"

15. The Commission has previously used the NARUG Survey to establish the

service lives of water assets when there is no evidence in the record that supports

alternative lives."

16. The record contains no evidence that the service lives that Harrison

County uses for the assets listed in Appendix C to this Order should be at variance with

the NARUC Survey.

17. Harrison County's assignment of service lives for these asset groups is

not reasonable and should be revised in all future reporting periods to conform to the

NARUC Survey for ratemaking and accounting purposes.

IT IS THEREFORE ORDERED that:

1. The water service rates requested by Harrison County are denied.

2. The water service rates set forth in Appendix B to this Order are approved

for services rendered by Harrison County on and after the date of this Order.

3. Within 20 days of the date of this Order, Harrison County shall file revised

tariff sheets with the Commission, using the Commission's electronic Tariff Filing

System, containing the rates set forth in Appendix Bto this Order.

National Association of Regulatory Utility Commissioners, Depreciation Practices for Smali
Water Utiiities (Aug. 15,1979) at 11.

" Case No. 2006-00398, Application of Nortfiern Kentucky Water District for Approval of
Depreciation Study (Ky. PSC Nov. 21 2007); and Case No. 2012-00278, Application of Graves County
Water District for an Adjustment in Rates Pursuant to the Aitemative Rate Filing Procedure for Small
Utiiities (Ky. PSC Sept. 5, 2012).
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4. In all future reporting periods, Harrison County shall use the "PSC

Approved Service Life" set forth in Appendix 0 to this Order for the listed asset groups

when calculating and reporting depreciation for all reporting periods after the date of this

Order. No adjustment to accumulated depreciation or retained earnings should be

made to account for this change in accounting estimate.

By the Commission

ector

ENTERED ^

FEB 12 2016

KENTUCKY PUBLIC
[SERVICE COMMISSION

Case No. 2015-00308



APPENDIX A

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE

COMMISSION IN CASE NO. 2015-00308 DATED pgg ^2 2016

Summary of Revenue by Meter Size Using Rates Approved by PWA Order

Meter Size Revenue (Ref.)
5/8 Inch $2,332,991 (1)
3/4 Inch 35,889 (2)
1 Inch 42,680 (3)
1.5 Inch 3,619 (4)
2 Inch 25,146 (5)
Bulk Loading Station 46

Pro Forma Water Sales from Rates Approved in PWA Order 2,440,370
Less: Pro Forma Present Rate Water Sales from Staff Report (2,335,117)

Increase $105,253

(1) Revenue Calculation for 5/8-Inch Meters Using Rates from PWA Order

Bills Gallons Rate Revenue

First 2,000 66,424 113,293,888 $17.31 $ 1,149,799
Next 8,000 41,806,876 6.53 272,999
Next 20,000 52,308,861 6.37 333,207
Next 20,000 86,860,580 5.87 509,872
All Over 50,000 13,342,590 5.03 67,113

Total 66,424 307,612,795 $ 2,332,991

Revenue Calculation for 3/4-Inch Meters Usinq Rates from PWA Order

Bills Gallons Rate Revenue

First 3,000 231 491,590 $23.84 $ 5,507
Next 2,000 254,810 6.37 1,623
Next 45,000 2,702,230 5.87 15,862
Over 50,000 2,563,980 5.03 12,897

Total 231 6,012,610 $ 35,889



(3) Revenue Calculation for 1-Inch Meters Usinq Rates from PWA Order

Bills Gallons Rate Revenue

First

Next

Over

5,000

45,000

50,000

461 1,881,740

3,183,840

1,416,940

$36.58 $ 16,863
5.87 18,689

5.03 7,127

Total 461 6,482,520 $ 42,680

(4) Revenue Calculation for 1.5-Inch Meters Usinq Rates from PWA Order

Bills Gallons Rate Revenue

First

Next

Over

10,000

40,000

50,000

36 331,630

212,100

0

$65.93 $ 2,373
5.87 1,245

5.03 0

Total 36 543,730 $ 3,619

(5) Revenue Calculation for 2-Inch Meters Usinq Rates from PWA Order

Bills Gallons Rate Revenue

First

Next

Over

15,000

35,000

50,000

36 362,300

766,100

3,423,300

$95.28 $ 3,430
5.87 4,497

5.03 17,219

Total 36 4,551,700 $ 25,146
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APPENDIX B

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE

COMMISSION IN CASE NO. 2015-00308 DATED pgg ] 2 2016

The following water service rates are prescribed for the customers in the area

served by Harrison County Water Association. All other rates and charges not

specifically mentioned herein shall remain the same as those in effect under authority of

the Commission prior to the effective date of this Order.

5/8-Inch X 3/4-Inch Meter
First 2,000 Gallons
Next 1,000 Gallons
Next 2,000 Gallons
Next 45,000 Gallons
Over 50,000 Gallons

3/4-Inch Meter

First 3,000 Galions
Next 2,000 Gailons
Next 45,000 Gallons
Over 50,000 Gallons

1-Inch Meter

First 5,000 Gaiions
Next 45,000 Gallons
Over 50,000 Gallons

1 1/2-Inch Meter

First 10,000 Gallons
Next 40,000 Gallons
Over 50,000 Gallons

2-Inch Meter

First 15,000 Gallons
Next 35,000 Gallons
Over 50,000 Gallons

Bulk Loadino Station

Monthlv Water Rates

$ 18.89 Minimum Bill
7.13 Per 1,000 Gallons
6.95 Per 1,000 Gallons
6.41 Per 1,000 Gallons
5.49 Per 1,000 Gallons

$ 26.02 Minimum Bill
6.95 Per 1,000 Gallons
6.41 Per 1,000 Gallons
5.49 Per 1,000 Gallons

$ 39.92 Minimum Bill
6.41 Per 1,000 Gallons
5.49 Per 1,000 Gallons

$ 71.96 Minimum Bill
6.41 Per 1,000 Gallons
5.49 Per 1,000 Gallons

$103.99 Minimum Bill
6.41 Per 1,000 Gallons
5.49 Per 1,000 Gallons

$ 7.73 Per 1,000 Gailons



APPENDIX C

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE

COMMISSION IN CASE NO. 2015-00308 DATED p£g ^2 2016

Modifications to the Service Lives

of Certain Assets of Harrison County Water Association

NARUC

Account

Number Type of Asset

NARUC

Average
Service

Life

Previousiy
Assigned
Service

Life/Lives

PSO Approved
Service

Life/Lives

328 Other Pumping Plant 25 38, 20 25

331 Structures and Improvements 35-40 20 35

341 Structures and Improvements 35-40 30 35

342 Reservoirs and Tanks 30-60 20, 30 30

343 Transmission and Distribution Mains 50-75 30, 50, 63 50, 63
346 Meters 35-45 20, 35 35

391 Office Furniture and Equipment 20-25 23, 7, 5 23, 20
392 Transportation Equipment 7 7,5 7

394 Tools, Shop & Garage Equipment 15-20 7, 13, 10 15

396 Power Operated Equipment 10-15 20, 30 15

397 Communications Equipment 10

20, 30, 10,
18, 7 10



 *Denotes Served by Email                                         Service List for Case 2015-00308

*Mr. Danny D Northcutt
Manager
Harrison County Water Association, Inc.
P. O. Box 215
Cynthiana, KY  41031

*Harrison County Water Association, Inc.
2167 US 27 South
Cynthiana, KY  41031



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

ELECTRONIC APPLICATION OF LICKING ) 
VALLEY RURAL ELECTRIC COOPERATIVE ) 
CORPORATION FOR A GENERAL RATE ) 
INCREASE ) 

ORDER 

CASE NO. 
2016-00174 

On August 8, 2016, Licking Valley Rural Electric Cooperative Corporation 

("Licking Valley") filed an application seeking approval to adjust its base electric rates 

and to make changes to certain nonrecurring charges. Licking Valley proposes to 

adjust its base electric rates to increase its operating revenues by $1 ,562,659 and 

increase its revenues from returned-check charges by $4,029. By letter dated August 

11, 2016, the Commission notified Licking Valley that its rate application was rejected 

because it contained certain filing deficiencies. On August 25, 2016, Licking Valley 

submitted information that partially cured the filing deficiencies. By letter dated August 

30, 2016, the Commission notified Licking Valley that its application remained deficient. 

On August 31 , 2016, Licking Valley submitted additional information to correct the 

outstanding filing deficiencies and the application was deemed filed as of that date. 

Finding that an investigation would be necessary to determine the reasonableness of 

Licking Valley's proposed increase, the Commission issued an Order on September 15, 

2016, suspending the effective date of the proposed rates for five months, up to and 

including February 27, 2017, and establishing a procedural schedule for the processing 



of this matter. The procedural schedule provided for, among other things, a deadline for 

intervention requests, two rounds of discovery upon Licking Valley's application, and a 

formal evidentiary hearing. There are no intervenors in this proceeding. Licking Valley 

responded to four rounds of discovery from Commission Staff ("Staff") and one round of 

post-hearing requests for information issued by Staff. The formal evidentiary hearing 

was conducted on January 24, 201 7. Licking Valley submitted responses to post-

hearing information requests on February 6, 2017. The matter now stands submitted 

for a decision. 

BACKGROUND 

Licking Valley is a member-owned rural electric cooperative corporation, 

organized under KRS Chapter 279. It is engaged in the distribution and sale of electric 

energy to approximately 17,316 member-consumers in Breathitt, Ell iott, Lee, Magoffin, 

Menifee, Morgan , Rowan, and Wolfe counties, Kentucky.1 Licking Valley does not own 

any electric generating facilities, but purchases its total power requirements from East 

Kentucky Power Cooperative, lnc.2 Licking Valley's last general rate adjustment 

occurred in December 2009.3 

TEST PERIOD 

Licking Valley proposed, and the Commission accepts, a historical 12-month 

period ended October 31 , 2015, as the test period for determining the reasonableness 

1 Annual Report of Licking Valley Rural Electric Cooperative Corporation to the Public Service 
Commission of the Commonwealth of Kentucky for the Calendar Year Ended December 31, 2015 (filed 
Mar. 23, 2016), at 45 and 53. 

2 /d. at 40 and 43. 

3 Case No. 2009-00016, Application of Licking Valley Rural Electric Cooperative Corporation for 
an Adjustment of Rates (Ky. PSC Dec. 11 , 2009). 
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of the proposed rates. In utilizing the historical test year, the Commission considers 

appropriate known and measurable changes. 

VALUATION 

Rate Base 

Licking Valley determined a net investment rate base of $36,300,7964 based on 

the adjusted test-year-end value of plant in service and construction work in progress 

("CWIP"), the 13-month average balances for materials and supplies and prepayments, 

plus a cash working capital allowance, minus the adjusted accumulated depreciation 

and the test-year-end level of customer advances for construction ("Customer 

Advances"). 

The Commission concurs with Licking Valley's proposed rate base with the 

exception that working capital has been adjusted to reflect the pro forma adjustments to 

operation and maintenance expenses. With this adjustment, Licking Valley's net 

investment rate base for ratemaking purposes is as follows: 

4 Application, Exhibit K at 2. 
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Utility Plant in Service $ 67,546,087 
CWIP 1,236,648 

Total Utility Plant 68,782,735 
Add: 

Materials and Supplies 518,267 
Prepayments 125,769 
Working Capital 879,088 

Total Additions 1,004,857 
Deduct: 

Accumulated Depreciation (33 ,744,806) 
Customer Advances for Construction (282,732) 

Total Deductions (34,027 ,538) 

Net Investment Rate Base $ 35,760,054 

Capitalization and Capital Structure 

The Commission finds that Licking Valley's capital structure at test-year-end was, 

for ratemaking purposes, $42,863,578.5 This capital structure consisted of $16,996,483 

in equity and $25,867,095 in long-term debt.6 The Commission excluded generation 

and transmission capital credits ("GTCCs") in the amount of $12,635,508.7 Using this 

capital structure, Licking Valley's year-end ratio of equity to total capitalization was 

39.65 percent.8 

5 Application, Exhibit K at 7. 

6 /d. 

7 /d. 

8 $16,996,483 -:- $42,863,578 = 39.65%. 
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REVENUE AND EXPENSES 

Licking Valley proposes 16 adjustments to revenues and expenses to reflect 

current and expected operating conditions. The Commission finds that 11 of the 

adjustments proposed by Licking Valley are reasonable and should be accepted without 

change. Those adjustments are shown in the following table: 

Description 
Normalize Revenues 
Normalize Purchased Power Costs 
Depreciation 
Property Tax 
Interest on Long-Term Debt 
Donations 
Directors 
Annual and Miscellaneous 
G& T Capital Credits 
Additional Revenue 
Returned Check Charge 

Adjustments 
$ (1 ,704,218) 
$ (1 ,597,755) 
$ 40,011 
$ 30,037 
$ (3,672) 
$ (25,737) 
$ (2,142) 
$ (40,117) 
$ (1 ,394,546) 
$ (1 0,006) 
$ 4,029 

The Commission finds that the remaining proposed adjustments should be 

modified as discussed in more detail below. 

Salaries & Wages 

Licking Valley proposed an adjustment of $1 06,3999 to normalize total wages 

and salaries, of which $32,912 was capitalized10 and $73,48711 was expensed. Licking 

Valley's calculation assumes that all of its 44 full-time employees (three Salaried and 41 

Hourly) worked 2,080 hours in the test year and normalized for the 2 percent wage 

9 Application, Exhibit 1. 

10 The capitalized portion reflects actual capitalized costs and payroll costs allocated to other 
accounts. The other accounts include amounts assigned to clearing , stores, transportation, and 
employee sick leave. Unless otherwise noted, references in this Order to "capitalized" reflect this 
combination of actual capitalized costs and other costs. 

11 Application , Exhibit S, Adjustment 1. 
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increase that was granted by Licking Valley's Board of Directors on October 31 , 2015. 12 

Licking Valley used the actual hours worked during the test year to calculate the 

salaries for its part-time employees.13 The actual test-year overtime hours were 

multiplied by 1.5 times the test-year-end wage rates for hourly employees to calculate 

the normalized test-year overtime wages.14 Licking Valley also included payment for 

vacation/sick leave in excess of 75 days, and on-call dispatching pay for four full-time 

employees.15 

The Commission finds that Licking Valley's adjustment is inconsistent in that it 

used the actual test-year hours in calculating overtime wages and salaries for part-time 

employees, while assuming that each full-time employee worked 2,080 regular hours in 

the test year. This assumption is incorrect. During the test year, seven employees, or 

16 percent of its 44 full -time employees, worked less than 2,080 annual hours. The 

table below shows that historically a significant number of Licking Valley's full -time 

employees work less than 2,080 regular hours in a year. Given this historical trend, the 

Commission finds that the actual regular test-year hours worked by Licking Valley's full 

time employees should be used in the calculation of pro forma salaries. The 

Commission recalculated the proposed adjustment to salaries and wages and 

decreased the adjustment from $73,487 to $66,069. 

12 Application, Exhibit 1. 

13 /d. 

14 /d. 

15 /d. 

-6- Case No. 2016-00174 



Full-time Employees Working Less than 2,080 Annual Hours 16 

2011 
8 

2012 
3 

2014 
4 

2015 
4 

The Commission is concerned about the lack of information to evaluate salaries 

and wages paid to all Licking Valley employees. According to Licking Valley, its "pay 

structure has been developed over time based on knowledge of employee's job 

responsibilities, duties, and abilities."17 Licking Valley has not conducted a study or 

analysis to show that its current pay structure is reasonable or relevant in today's 

market. Licking Valley provided a limited analysis comparing its linemen's wages to the 

linemen wage rates being paid in the West Liberty area and concluded, "Our hourly 

wage rates are very reasonable, and less than the prevailing hourly wage rate."18 

Licking Valley was unable to provide salary and wage information specific to its 

service area for all of its employee positions. The Commission has begun placing more 

emphasis on evaluating salary and benefits provided by electric cooperatives as they 

relate to competitiveness in a broad marketplace, as opposed to wage and salary 

studies limited exclusively to electric cooperatives, electric utilities, or other regulated 

utility companies.19 In its next rate application, Licking Valley will be required to include 

16 Licking Valley's responses to Commission Staffs Third Request for Information ("Staffs Third 
Request''), Item 7. 

17 /d., Item 8.a. 

18 Licking Valley's responses to Commission Staffs Second Request for Information ("Staff's 
Second Request"), Item 19. 

19 See Case No. 2015-00312, Application of Kenergy Corp. for a General Adjustment in Rates 
(Ky. PSC Sept. 15, 2016), at 15, and Case No. 2016-00169, Application of Licking Valley Electric, Inc. for 
a General Adjustment of Rates (Ky. PSC Feb. 16, 2017) at 8. 
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a formal study that provides local wage and benefit information for Licking Valley's 

operating area and to include state data where available. 

Payroll Taxes 

Licking Valley proposed to increase its payroll taxes by $11 ,751 ,20 based on the 

proposed normalization of wages and salaries and reflecting the Federal Insurance 

Contribution Act base wage limit of $118,500 for 2015, and federal and state 

unemployment wage limits and rates in effect at the test-year-end. Of this amount, 

$3,635 was capitalized and $8,116 was expensed.21 

Licking Valley's proposed payroll tax adjustment reflects the difference between 

pro forma and actual payroll tax expense of $222,753 and $211,002, respectively.22 

However, in its work papers, Licking Valley calculated a pro forma payroll tax expense 

of $224,784,23 which is $2,031 24 greater than the pro forma amount used in the 

proposed adjustment. The Commission recalculated the pro forma adjustment to 

payroll taxes based on the salaries and wages expense determined reasonable herein 

and increased the payroll tax adjustment from $8,116 to $8,950. 

20 Application, Exhibit 2. 

21 /d. 

22 /d. 

23 /d. $176,229 (FICA) + $41,215 (Medicare) + $2,520 (Federal Unemployment) + $4,820 (State 
Unemployment= $224,784. 

24 $224,784 (Pro Forma Payroll Taxes Workpaper) - $222,753 (Pro Forma Payroll Taxes 
Adjustment) = $2,031 . 
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Retirement 

Licking Valley proposed to increase its retirement contribution costs by 

$10,229,25 based on the proposed normalization of wages and salaries. Of this amount, 

$3,164 was capitalized and $7,065 was expensed.26 Licking Valley participates in the 

National Rural Electric Cooperative Association 's Retirement security program 401 (k) 

defined-contribution plan for all of its full-time employees.27 Licking Valley is required to 

contribute 11 percent of each employee's base compensation , and each employee is 

required to match at least 4 percent, with an election to contribute more.28 The 

Commission recalculated the pro forma adjustment to 401 (k) retirement expense based 

upon the salaries and wages expense determined reasonable herein and decreased the 

retirement adjustment from $7,065 to $6,248. 

Employee Contribution for Health Insurance 

Licking Valley's employee health insurance plan "provides for Single, Family, and 

Dependent only coverage for both Medical and Prescription Drug."29 Licking Valley 

pays the monthly premiums for its employees without dependents and requires 

employees with dependents to contribute 10.37 percent toward the premium.30 Licking 

25 Application, Exhibit 6. 

26 /d. 

27 /d. 

28 Licking Valley's responses to Commission's January 19, 2017 Order, Item 2, National Rural 
Electric Cooperative Association Adoption Agreement "A" 401 (k) Pension Plan, 7. Contributions, c. 
Employer Matching Contribution. 

29 Licking Valley's responses to the Commission Staffs Fourth Request for Information ("Staffs 
Fourth Request"), Item 2. 

30 Licking Valley's responses to Commission's January 19, 2017 Order, Item 3, Board of Directors 
Policies and Procedures Manual, Policy Number 213, Subject: Employees Major Medical Insurance Plan, 
Practices 1, Premium. 
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Valley also provides life insurance coverage of $50,000 for each employee through the 

National Rural Electric Cooperative Association.31 

The Commission expects Licking Valley to increase its efforts to reign in 

expenses for employee benefits by establishing a policy of limiting Licking Valley's 

contribution to health insurance premiums and requiring that all employees pay some 

portion of the premium. The Commission finds that Licking Valley should limit its 

contributions to its employees' health plans to percentages more in line with those of 

other businesses in order to reduce its expenses. Accordingly, the Commission will for 

ratemaking purposes adjust test-year health expense for all employees based on 

national average employee contribution rates. 

The Commission has reduced health insurance expense $130,935, based on a 

32 percent employee contribution rate for family coverage and 21 percent employee 

contribution rate for single coverage.32 The Commission will accept the test-year 

expense for life insurance for full-time employees in this case. However, in its next rate 

case filing, Licking Valley's request for cooperative paid life insurance should be capped 

at the lesser of an employee's annual salary or $50,000. 

Professional Services 

Licking Valley proposes to reduce test-year professional services expense by 

$493 to remove items not normally included for ratemaking purposes?3 The 

31 Licking Valley's responses to the Staff's Fourth Request, Item 2. 

32 Bureau of Labor Statistics, Healthcare Benefits, March 2016, Table 10, private industry 
workers . (https :Uwww. bls. gov/ncs/ebs/benefits/20 16/ownership/private/table 1 Oa. pdf) 

33 Application , Exhibit 8. 
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Commission agrees with the reductions proposed by Licking Valley. However, the 

Commission has identified an additional adjustment that should be made. 

Licking Valley included in its test-year professional services expense payments 

to the Kentucky Association of Electric Cooperatives ("KAEC") in the amount of $15,897 

for Kentucky sales tax issues?4 "KAEC coordinated with each of the cooperatives in 

Kentucky to share the legal costs of the sales tax audit between Warren Rural Electric 

and the Kentucky Revenue Cabinet .. .. "35 Licking Valley agreed that the sales tax 

audit allocation should be removed from professional services expense.36 Adding this 

additional item to Licking Valley's adjustment of $493, the Commission has reduced 

miscellaneous expenses by a total of $16,390. 

Rate Case Expense 

Licking Valley estimated its rate case expense at $90,000.37 It proposed to 

recover this expense through a three-year amortization. This estimate did not include 

in-house labor?8 As of December 31, 2016, Licking Valley had expended $45,33739 to 

prepare and process this rate case. The Commission finds that a three-year 

amortization of these expenses is reasonable and will allow an increase in operating 

expense of $16,138 to reflect the first year of the amortization for ratemaking purposes. 

34 /d. 

35 Licking Valley's responses to Staffs Second Request, Item 26.b. 

36 Licking Valley's response to Staffs Third Request, Items 11 .b. and 12. 

37 Licking Valley's responses to Staffs Second Request, Item 9. 

38 Application, Exhibit 11 . 

39 Response to Commission Staffs Post-Hearing Request for Information ("Staffs Post-Hearing 
Request"), Item 7. · 
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Pro Forma Adjustments Summary 

The effect of the pro forma adjustments on Licking Valley's net income is as 

follows: 

Operating Revenues 

Cost of Electric Service: 
Operating Expenses 
Depreciation 
Taxes - other 
Interest on long-term debt 
Interest expense - other 
Other deductions 

Total Cost of Electric Service 

Utility Operating Margins 
Non-operating margins, interest 
Patronage capital credits 

Net Income 

$ 

$ 

Actual 
Test Year 

28,157,344 

26,350,655 
2,189,646 

41,214 
430,628 

6,939 
25 737 

29,044,819 

(887,475) 
29,888 

1,457 499 

599,912 

$ 

$ 

Pro Forma 
Adjustments 

(1 ,710,195) 

(1 ,657 ,826) 
37,915 

0 
(3,672) 

0 
(25,737) 

(1,649,320) 

(60,875) 
0 

(1 ,394,546) 

(1 ,455,421) 

$ 

$ 

Pro Forma 
Test Year 

26,447,149 

24,692,829 
2,227,561 

41 ,214 
426,956 

6,939 
0 

27,395,499 

(948,350) 
29,888 
62,953 

(855,509) 

REVENUE REQUIREMENTS 

The actual rate of return earned on Licking Valley's net investment rate base 

established for the test year was 2.3 percent.40 Licking Valley requests rates that would 

result in a Times Interest Earned Ratio ("TIER") excluding GTCCs of 2.25X41 and a rate 

of return of 2.65 percent42 on its proposed rate base of $36,300,796. Licking Valley 

proposes an increase in base electric rates of $1,562,659 to achieve a 2.25X TIER 

excluding GTCCs. 

40 Application , Exhibit K, at 3. 

41 Direct Testimony of James R. Adkins at 5. 

42 $536,518 (Requested Margin) + $426,956 (Normalized Interest on Long-Term Debt) = 
$963,474 + $36,300,796 (Net Investment Rate Base) = 2.65%. 
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Licking Valley's actual TIER excluding GTCCs for the test period was (0.85)X 

and was 2.46X and 0.85X for the calendar years 2013 and 2014, respectively.43 After 

taking into consideration pro forma adjustments, Licking Valley would achieve a (1 .41 )X 

TIER excluding GTCCs for the test period without an increase in revenues.44 Licking 

Valley's Operating Times Interest Earned Ratio ("OTIER") for the test period was 

(1 .06)X.45 Licking Valley requests this rate adjustment in order to meet the terms of its 

mortgage agreement and to maintain its financial stability and integrity.46 

The TIER method for determining margins has been the approach used by the 

Commission in electric distribution cooperative rate cases. Licking Valley stated the 

Commission has normally authorized a TIER of 2.00X, but has authorized a higher 

TIER in the most recent rate application of South Kentucky RECC.47 Licking Valley is 

requesting a 2.25X TIER because of its deteriorating equity capitalization ratio and 

extremely low interest expense.48 

Licking Valley's mortgage agreements with the Rural Utilities Services ("RUS") 

and National Utilities Cooperative Finance Corporation require Licking Valley to 

maintain a net Tl ER of 1.25X, an OTIER of 1.1 X and an equity to total asset ratio with 

G& T patronage capital of 40 percent.49 The Commission notes that Licking Valley's 

43 /d. at 6. 

44 /d., Exhibit S. 

45 Licking Valley's responses to Staffs Second Request, Item B.c. 

46 Application at 2. 

47 Case No. 2011-00096, Application of South Kentucky Rural Electric Cooperative Corporation 
for an Adjustment of Rates (Ky. PSC May 11 , 2012). 

48 Direct Testimony of James A. Adkins ("Adkins Testimony") at 5. 

49 Transcript of Evidence at 9:53:20- 9:53:40 and 10:12:03- 10:12:21. 
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equity capitalization ratio without G& T patronage capital did fluctuate from 43 percent to 

45 percent in the calendar years 2010 through 2014 and dropped to 40 percent in the 

test year. 5° However, Licking Valley's equity to total asset ratio of 48 percent exceeded 

the RUS requirement and its test year TIER of 2.39X was greater than the required 

1.25X.51 The only RUS mortgage requirement that Licking Valley did not meet was the 

OTIER which was (0.85)X in the test year.52 

For the above reasons the Commission finds that Licking Valley has not justified 

the use of a 2.25X TIER in calculating a reasonable revenue requirement. Based upon 

the pro forma adjustments found reasonable herein, the Commission has determined 

that an increase in Licking Valley's revenues from base rates of $1,282,465 would result 

in a TIER of 2.00X. This additional revenue should produce net income of $426,956. 

The Commission has determined that the above increase in revenues should result in 

an OTIER of 1.78X, which should allow Licking Valley to meet its mortgage 

requirements and service its mortgage debts. Based on the net investment rate base of 

$35,760,054 found reasonable herein, this additional revenue should result in a rate of 

return on rate base of 2.39 percent. 53 

50 Application, Exhibit Kat 7. 

51 /d. at 6. 

52 /d. 

53 $426 ,956 (Granted Margin) + $426,956 (Normalized Interest on Long-Term Debt) = $853,912 + 
$35,760,054 (Net Investment Rate Base) = 2.39%. 
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PRICING AND TARIFF ISSUES 

Cost of Service 

Licking Valley filed a fully allocated cost-of-service study ("COSS") in order to 

determine the cost to serve each customer class and the amount of revenue to be 

allocated to each customer class. Having reviewed Licking Valley's COSS, the 

Commission finds it to be acceptable for use as a guide in allocating the revenue 

increase granted herein. 

Revenue Allocation 

Licking Valley states that, based on the results of the COSS, the following rate 

classes are not providing sufficient revenue to cover their revenue requirements: 

Schedule A - Residential , Farm, Small Community Hall and Church Service; Schedule B 

-Commercial and Small Power Service; and Schedule SL- Outdoor Lighting. However, 

Licking Valley proposes to allocate the increase to all of its rate classes in order to keep 

the overall increase to Schedule A to a reasonable level. 

Rate Design 

Licking Valley is proposing to allocate the proposed increase to all its rate 

classes with the majority of the increase being placed on the customer charge. Licking 

Valley states that according to its COSS, the current customer charges are insufficient 

to cover the consumer-related costs incurred to provide service. 54 

Upon consideration of this issue, the Commission concludes that, for an electric 

cooperative that is strictly a distribution utility, there is merit to the argument that there is 

a need for a means to guard against the revenue erosion that often occurs due to the 

decrease in sales volumes that accompanies poor regional economics, changes in 

54 Application , Adkins Testimony, page 11 of 15. 
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weather patterns, and the implementation or expansion of demand-side management 

and energy-efficiency programs. However, the Commission believes that Licking 

Valley's proposed 61 percent increase in the residential customer charge from $9.32 to 

$15.00 does not support the general principle of gradualism. For this reason, the 

Commission will approve a customer charge for the Residential rate class of $14.00, an 

increase of 50 percent. All other proposed customer charges are approved. The table 

below shows the current, proposed, and approved customer charges along with the 

amounts supported by the COSS. 

Residential , Schools, and Churches 
Commercial and Small Power 
Large Power Service 
Large Power Rate 

Current 
$ 9.32 
$ 20.71 
$ 50.94 
$ 101 .89 

Proposed 
$ 15.00 
$ 28.75 
$ 71.55 
$ 110.00 

Approved 
$ 14.00 
$ 28.75 
$ 71.55 
$ 110.00 

coss 
Results 

$ 28.38 
$ 29.41 
$ 81.04 
$ 166.94 

The Commission approves the proposed increase to the energy charge for the 

Commercial and Small Power rate class as well as the proposed increase to Security 

Lighting. The energy charge for the Residential class is increased also, but this 

increase is slightly less than what was proposed. Based on Licking Valley's average 

residential usage of 985 kilowatt-hours ("kWh"), the average bill for the residential 

customers will increase by $5.66, from $101.47 to $107.13, or 5.6 percent. 

Licking Valley is proposing to lower its monthly prepay metering program fee 

from $5 to $3.60. The prepay program fee is comprised of, among other things, the 

incremental cost of an AMI meter with a disconnect feature. In Case No. 2016-00077, 

the Commission approved Licking Valley's request to install a new AMI metering system 

which will provide every residential customer with a meter containing a disconnect 
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feature. 55 Licking Valley is now proposing to remove the meter and associated costs 

from its approved monthly prepay program fee, thus reducing the monthly fee by $1.40. 

The Commission has reviewed Licking valley's proposal and finds it to be reasonable. 

Nonrecurring Charges 

Licking Valley proposed an increase in its returned-check charge from $13 to 

$30.56 The Commission has reviewed the supporting calculation and finds that the 

increase in the returned check charge should be approved. Approval of this increase 

will result in an additional $4,029 in miscellaneous service revenues for Licking Valley. 

SUMMARY 

The Commission , after consideration of the evidence of record and being 

otherwise sufficiently advised, finds that: 

1. The rates proposed by Licking Valley would produce revenues in excess 

of the amount found reasonable herein and should be denied. 

2. The rates set forth in the Appendix to this Order are the fair, just, and 

reasonable rates for Licking Valley to charge for service rendered on and after the date 

of this Order and should be approved. 

3. The rate of return and Tl ER granted herein will provide for Licking Valley's 

financial obligations. 

4. As provided previously in this Order, in its next rate application Licking 

Valley will be required to include a formal study that provides local wage and benefit 

55 Case No. 2016-00077, Application of Licking Valley Rural Electric Cooperative Corporation for 
an Order Issuing a Certificate of Public Convenience and Necessity (Ky. PSC Jan. 10, 2017) . 

56 Application , Exhibit 16. 
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information for the area in which Licking Valley operates, and the study must include 

state data where available. 

IT IS THEREFORE ORDERED that: 

1. The rates proposed by Licking Valley are denied. 

2. The rates set forth in the Appendix to this Order are approved for services 

rendered by Licking Valley on and after the date of this Order. 

3. Within 20 days of the date of this Order, Licking Valley shall file with this 

Commission, using the Commission's electronic Tariff Filing System, new tariff sheets 

setting forth the rates and charges approved herein and reflecting their effective date 

and that they were authorized by this Order. 

4. In its next rate application, Licking Valley shall perform a formal study that 

provides local wage and benefit information for the area in which Licking Valley 

operates, and the study shall include state data where available. 

ATIEST: 

~j)~ 
Executive Director ---r-
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APPENDIX 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 2016-00174 DATED MAR 0 1 2017 , 

The following rates and charges are prescribed for the customers in the area 

serviced by Licking Valley Rural Electric Cooperative Corporation. All other rates and 

charges not specifically mentioned in this Order shall remain the same as those in effect 

under authority of this Commission prior to the effective date of this Order. 

SCHEDULE A 
RESIDENTIAL. FARM. SMALL COMMUNITY HALL AND CHURCH SERVICE 

Customer Charge 
Energy Charge per kWh 
Prepay Charge 

SCHEDULE B 

$ 14.00 
$ 0.094542 
$ 3.60 

COMMERCIAL AND SMALL POWER SERVICE 

Customer Charge 
Energy Charge per kWh 

Customer charge 
Demand Charge per kW 
Energy Charge per kWh 

Customer Charge 
Demand Charge per kW 
Energy Charge per kWh 

SCHEDULE LP 
LARGE POWER SERVICE 

SCHEDULE LPR 
LARGE POWER RATE 

$ 28.75 
$ 0.830000 

$ 71.55 
$ 7.36 
$ 0.068887 

$ 110.00 
$ 6.91 
$ 0.060439 



SCHEDULE SL 
SECURITY LIGHTS AND RURAL LIGHTING 

Monthly Rate: 

175 Watt MV 
1 00 Watt Halide 
250 Watt Halide 
400 Watt Halide 
25' Pole 
30' Pole 
68 Watt LED Light 
108 Watt LED Light 
202 Watt LED Light 

Returned Check Charge 

NONRECURRING CHARGES 

-2-

$ 10.52 
$ 10.52 
$ 16.22 
$ 22.38 
$ 3.06 
$ 3.54 
$ 9.40 
$ 11 .28 
$ 17.81 

$ 30.00 

Case No. 2016-00174 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

ELECTRONIC APPLICATION OF NORTH 
MERCER WATER DISTRICT FOR RATE 
ADJUSTMENT MADE PURSUANT TO 
807 KAR 5:076 

ORDER 

CASE NO. 
2016-00325 

On November 16, 2016, North Mercer Water District ("North Mercer") tendered 

an application with the Commission pursuant to 807 KAR 5:076 requesting to adjust its 

rates for water service. By letter dated November 30, 2016, the Commission notified 

North Mercer that its application was rejected as deficient. On December 9, 2017, 

North Mercer submitted information curing the filing deficiencies, and by letter dated 

December 12, 2016, the Commission notified North Mercer the application was deemed 

filed. In its application, North Mercer requested rates that would increase annual water 

sales revenues by $481 ,314, a 24.41 percent increase to pro forma present rate water 

sales revenues, as determined by North Mercer, in an amount of $1 ,971 ,576. 

PROCEDURE 

By Order dated December 27, 2016, the Commission established a procedural 

schedule through which North Mercer's application would be reviewed . Pursuant to the 

procedural Order, Commission Staff ("Staff') issued a report on March 22, 2017, 

containing its findings regarding North Mercer's requested rate adjustment. As 

summarized in its report, by applying methods ~nd practices that are generally accepted 



by the Commission, Staff found that North Mercer's adjusted test-year operations 

support an increase of $336,064, or 17.12 percent, to pro forma present rate revenues 

for total water service rate revenue of $1 ,962,578. Staff also found that North Mercer 

should change the depreciable lives assigned to certain assets when calculating 

depreciation for accounting and ratemaking purposes. 

The schedule required that comments to the report be filed within 14 days of the 

date of the report. On April 1, 2017, North Mercer filed responses to Staff's report 

wherein it accepted Staff's findings and requested that no informal conference or 

hearing be held. 

STAFF REPORT FINDINGS MODIFICATIONS 

The following are the Commission's modifications to the findings contained in the 

Staff Report: 

Employee Contribution for Health. Dental, and Life Insurance 

North Mercer currently pays 1 00 percent of the monthly premiums for health 

insurance for its employees, their spouses, and dependents. Additionally, North Mercer 

currently pays 1 00 percent of the monthly premiums for dental insurance for an 

employee with a single dental plan and 1 00 percent of the employee's portion of the 

monthly premiums with a family dental plan. North Mercer also pays 100 percent of life 

insurance premiums for all of its employees. 

The Commission expects North Mercer to increase efforts to reduce expenses 

related to employee benefits by establishing a policy that requires employees to pay a 

portion of their healthcare and dental insurance premiums. The Commission finds that 

North Mercer should exercise financial prudence and reduce expenses by limiting 
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contributions to its employees' health care and dental plans to levels more 

commensurate with those of other businesses. 

Accordingly, the Commission will adjust North Mercer's test-year expenses for 

employee's health and dental insurance based on national average employee 

contribution rates. The Commission has reduced health insurance expenses for 

salaried employees by $29,848, based on a 32 percent family employee contribution 

rate.1 The Commission has also reduced dental insurance expenses for employees in 

the amount of $2,076, based on a 60 percent employee contribution rate.2 For this 

case, the Commission will accept the test-year expense for life insurance premiums for 

employees. However, for any future North Mercer rate-increase requests, cost recovery 

for paid life insurance premiums will be capped at the lesser of two times the 

employee's annual salary or $100,000. 

Salaries and Wages 

The Commission is concerned about the lack of information to evaluate salaries 

and wages paid to North Mercer's employees, especially given that no basis or 

justification has been provided for its annual wage and salary increases. The 

Commission has begun placing more emphasis on performance-based evaluations of 

salary and benefits provided by utility providers as they relate to competitiveness in a 

1 Bureau of Labor Statistics, Healthcare Benefits, July 22, 2016, Table 4, private industry workers . 
(https :1/www. bls . gov/news. release/pdf/ebs2. pdf) 

2 The Willis Benefits benchmarking Survey, 2015. 
(https:/lwww.willis.com/documents/publications/Services/Employee Benefits/20151230 2015WillisBenefit 
sBenchmarkingSurveyReport.pdf) 
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broad marketplace.3 Future rate applications filed by North Mercer should include a 

performance-based validation method to justify raises that were granted to North 

Mercer's employees. 

Rates 

Attachment A of the Commission Staff report contained a typographical error 

under the 5/8-lnch Meters heading. It shows that the $7.75 per 1 ,000 gallon rate is 

applicable for all usage "Over 10,000 gallons." It should read for all usage "Over 1 ,000 

gallons." 

Additionally, the Bulk Sales rate in Attachment A was omitted. North Mercer's 

bulk water sales is delivered through a quarter-coin-operated machine and can only be 

increased in increments of $0.25. Therefore, the Bulk Sales rate should be increased 

from $0.25 to $0.50 per 80 gallons. 

SUMMARY 

The Commission finds that, based on the modifications to the findings of the Staff 

Report, North Mercer's pro forma operations should be as follows: 

Operating Revenues 
Operating Expenses 

Net Operating Income 
Interest Income 

Income Available for Debt Service 

$ 

$ 

Staff 
Pro Forma 
Operations 

2,026,092 
1 ,838,754 

187,338 
10,078 

197,416 

Commission 
Adjustments 

$ (31 ,924) 

$ 31 ,924 

Commission 
Pro Forma 
Operations 

$2,026,092 
1,806,830 

219,262 
10,078 

$ 229,340 

3 See Case No. 2015-00312, Application of Kenergy Corp. for a General Adjustment in Rates (Ky. 
PSC Sept. 15, 2016) , at 15, and Case No. 2016-00169, Application of Licking Valley Electric, Inc. For a 
General Adjustment of Rates (Ky. PSC Feb. 16, 2017) at 8. 
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REVENUE REQUIREMENT DETERMINATION 

Based upon the Commission's findings and determinations herein , North Mercer 

requires an increase in revenues of $304,140, or 15.50 percent, as shown below. 

Pro Forma Operating Expenses 
Plus: Average Annual Principal 

and Interest Payments 
Additional Working Capital 

Overall Revenue Requirement 
Less: Other Operating Revenue 

Interest Income 

Revenue Required From Rates 
Less: Pro Forma Present Rate Revenue 

Required Revenue Increase 
Percent Increase 

RATE DETERMINATION 

$1 ,806,830 

444,567 
88,913 

2,340,310 
(63,514) 
(1 0,078) 

2,266,718 
(1 ,962,578) 

$ 304,140 
15.50% 

Using the revenue requirement determined reasonable herein, the Commission 

has attached its revised Cost of Service Study as Appendix B. Staff's revised rates are 

included as Appendix A. 

Having considered the evidence of record and being otherwise sufficiently 

advised, the Commission finds that: 

1. North Mercer was organized pursuant to KRS Chapter 74. It owns and 

operates facil ities that distribute water to approximately 4,518 customers in Anderson , 

Boyle, Mercer, and Washington counties, Kentucky.4 

4 Annual report of North Mercer Water District to the Public Service Commission for the Calendar 
Year Ending December 3 1, 2015 ("Annual Report") at 12 and 53. 
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2. The calendar year ended December 31 , 2015, should be used as the test 

year to determine the reasonableness of North Mercer's existing and proposed rates. 

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

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

and measurable changes, are $2,036,1705 and $1 ,806,830, respectively. 

4. North Mercer currently has three outstanding bond series payable to the 

United States Department of Agriculture Rural Development ("RD"), and one bond 

series and one loan, both payable to the Kentucky Infrastructure Authority ("KIA"). The 

five-year average annual principal and interest payments for the years 2017 through 

2021 on all outstanding debt instruments is $444,567.6 

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

Methodology to calculate the revenue requirements of water districts with long-term 

debt. 

6. North Mercer's pro forma operations, as calculated by Staff using the DSC 

Methodology and incorporating the Commission's modifications, support a total revenue 

requirement of $2 ,266,718 and an increase to water sales revenue of $304,140, or 

15.50 percent. 

s Staff Report at 5. 

Revenues and Income 

Pro Forma Present Rate Water Sales 

Miscellaneous Service Revenue 

Interest Income 

Total 

6 Staff Report at 21. 
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$ 1,962,578 

63,514 

10,078 

$ 2,036,170 
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7. North Mercer presently uses service lives for various water assets that are 

at variance with those found in a survey of the National Association of Regulatory Utility 

Commissioners ("NARUC") of "average service lives currently being used by water 

utilities throughout the country for water facilities designed and installed and maintained 

in accordance with good water works practice."7 

8. The Commission has previously used the NARUC Survey to establish the 

service lives of water assets when there is no evidence in the record that supports 

alternative lives. 8 

9. North Mercer's assignment of service lives for these asset groups is not 

reasonable and should be revised to conform to the NARUC Survey for ratemaking and 

accounting purposes in all future reporting periods. 

IT IS THEREFORE ORDERED that: 

1. The findings contained in the Staff Report, as modified herein, are 

adopted and incorporated by reference into this Order as if fully set out herein. 

2. The water service rates proposed in North Mercer's Application are 

denied. 

3. The water service rates shown in Appendix A to this Order are approved 

for water service rendered on and after the date of this Order. 

7 National Association of Regulatory Utility Commissioners, Depreciation Practices for Small 
Water Utilities (Aug. 15, 1979) at 11 . 

8 Case No. 2006-00398, Application of Northern Kentucky Water District for Approval of 
Depreciation Study (Ky. PSC Nov. 21 2007); and Case No. 2012-00278, Application of Graves County 
Water District for an Adjustment in Rates Pursuant to the Alternative Rate Filing Procedure for Small 
Utilities (Ky. PSC Sept. 5, 2012). 
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4. Within 20 days of the date of this Order, North Mercer shall file revised 

tariff sheets with the Commission, using the Commission 's electronic Tariff Filing 

System, containing the rates set forth in Appendix A to this Order. 

5. North Mercer shall use the Commission-approved service lives set forth 

below to depreciate water plant assets for accounting purposes in all future reporting 

periods. No adjustment to accumulated depreciation, or retained earnings should be 

made to account for this change in the accounting estimate. 

Reservoirs and Tanks 
Transmission and Distribution Mains 
Meters and Meter Installations 
Hydrants 
Structures and Improvements 
Other Plant and Misc. Equipment 
Transportation Equipment 
Office Furniture and Equipment 

45, 50 
63 
40 
50 
35 
10 
7 

10, 20 

6. In future rate applications, North Mercer shall provide information 

supporting wage and salary increases as described in this Order. 
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ATIEST: 

~~Q~ 
xecutl\li Director 

By the Commission 

ENTERED 

MAY 1 9 2017 
KENTUCKY PUBLIC 

SERVICE COMMISSION 

Case No. 2016-0032S 



APPENDIX A 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 2016-00325 DATED MAY J 9 2017 

The fo llowing rates and charges are prescribed for the customers in the area 

served by North Mercer Water District. All other rates and charges not specifically 

mentioned herein shall remain the same as those in effect under authority of the 

Commission prior to the effective date of this Order. 

5/8-lnch Meters 
First 1,000 gallons 
Over 1,000 gallons 

1-lnch Meters 
First 2,500 gallons 
Over 2,500 gallons 

2-lnch Meters 
First 1 0,000 gallons 
Over 10,000 gallons 

Bulk Loading Station 

Monthly Water Rates 

$ 18.22 Minimum Bill 
7.69 per 1,000 gallons 

$ 29.76 Minimum Bill 
7.69 per 1,000 gallons 

$ 87.43 Minimum Bill 
7.69 per 1,000 gallons 

$ 0.50 per 80 gallons 



APPENDIX B 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 2016-00325 DATED NAY f 9 2017 

NORTH MERCER WATER DISTRICT 
ALLOCATION OF PLANT VALUE 

TOTAL COMMODITY DEMAND 
Structures & lmprowments $206,041 $206,041 
Land & Land Rights 48,802 48,802 
Pumping Equipment 48,996 48,996 
Distribution Resel'\()irs & Standpipes 1,695,007 1,695,007 
Transmission & Distribution Mains 12,644,980 12,644,980 
Hydrants 21 ,588 
Meters & Meter Installations 2,258,692 

SUBTOTAL $16,924,106 $0 $14,643,826 
PERCENT 100.00% 0 86.53% 

General Plant (1} 
Transportation Equipment 211 ,742 183,213 
Office Furniture & Equipment 36,550 31 ,625 
Power Operated Equipment 63,809 55,212 
Miscellaneous 2,866 2,480 
Tools, Shop & Garage Equipment 7,032 6,085 
Other Plant & Misc. Equipment 648,245 560,903 
Total General Plant 970,244 839,518 

TOTAL VALUE $17,894,350 $0 $15,483,344 

(1) Gereral Plant allocated based on owrall weighted allocation of all other plant. 
Note: Figures used were deriwd from 2015 Annual Report 

CUSTOMER 

$21 ,588 
2,258,692 

$2,280,280 
13.47% 

28,529 
4,925 
8,597 

386 
947 

87,342 
130,726 

$2,411 ,006 



NORTH MERCER WATER DISTRICT 
ALLOCATION OF DEPRECIATION EXPENSE 

TOTAL 
Structures & Improvements $139,063 
Pumping Equipment 32,297 
Distribution Resei'\Qirs & Standpipes 612,478 
Transmission & Distribution Mains 4,892,739 
Hydrants 14,496 
Meters & Meter Installations 861 '149 

SUBTOTAL $6,552,222 
PERCENT 100.00% 

General Plant (1) 
Transportation Equipment 135,093 
Office Furniture & Equipment 29,858 
Power Operated Equipment 63,809 
Miscellaneous 1,829 
Tools, Shop & Garage Equipment 7,031 
Other Plant & Misc. Equipment 410,995 
Total General Plant 648,615 

TOTAL VALUE $7,200,837 

Note: Figures used were derived from 2015 Annual Report 
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COMMODITY 

$0 
0 

$0 

DEMAND CUSTOMER 
$139,063 

32,297 
612,478 

4,892,739 
$14,496 

861 ' 149 
$5,676,577 $875,645 

86.64% 13.36% 

117,039 18,054 
25,868 3,990 
55,282 8,527 

1,585 244 
6,091 940 

356,069 54,926 
561,933 86,682 

$6,238,510 $962,327 
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Case No. 2016-00325 



NORTH MERCER WATER DISTRICT 
ALLOCATION OF OPERATION AND MAINTENANCE EXPENSE 

TOTAL 
Employees Salaries $393,558 
Employee Pensions & Benefits 139,713 
Purchased Water 629,216 
Purchased Power 23,274 
Materials & Supplies 67,190 
Contractual Serv1ces - Maintenance 21 ' 173 

SUBTOTAL $1 ,274,124 
LESS COMMODITY -$652,490 

SUBTOTAL $621 ,634 
PERCENT 100.00% 

Water Testing 15,650 
Transportation Expense 28,455 
Commiss ioner Salaries 15,300 
Insurance 36,346 
Bad Debt Expense 5,054 
Miscellaneous Expense 34,340 
Amortization Expense 2,815 
Contractual Serv1ces - Misc. 18,052 
Taxes 34,046 

TOTAL $1 ,464,182 
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COMMODITY 

$629,216 
23,274 

$652,490 

$652,490 

DEMAND CUSTOMER 
$222,599 $170,959 

79,023 60,690 

67,190 

21 ' 173 
$389,985 $231 ,649 

$389,985 $231 ,649 
62.74% 37.26% 

9,818 5,832 
17,851 10,604 
9,599 5,701 

22,802 13,544 
3,171 1,883 

21,543 12,797 
1,766 1,049 

11 ,325 6,727 
21 ,359 12,687 

$509,218 $302,474 
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NORTH MERCER WATER DISTRICT 
SUMMARY OF ALLOCATIONS 

TOTAL 
Plant Percentages 100.00% 
A\iailable For Debt Service $533,480.00 
Depreciation Percentages 100.00% 
Total Depreciation 342,648.00 
Total Operation & Maintenance 1,464,182.00 
REVENUE REQUIREMENT $2,340,310.00 

Less: Other Operating Revenue -63,514.00 
Less: Interest Income -10,078.00 

REVENUE REQUIRED FROM RATES $2,266,718.00 
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COMMODITY 

$652,490.00 

$652,490.00 

DEMAND CUSTOMER 
86.53% 13.47% 

$461 ,601.24 $71,878.76 
86.64% 13.36% 

296,856.20 45,791.80 
509,218.25 302,473.75 

-63,51 4.00 
-10,078.00 

$1 ,267,675.69 $346,552.31 
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NORTH MERCER WATER DISTRICT 
CALCULATION OF WATER RATES 

TOTAL 
FROM BILLING ANALYSIS: 

COMMODITY PERCENTS 100.00% 
ACTUAL COMMODITY SALES 221 ,799,670 

PEAK DEMAND WEIGHTED FACTOR 
PEAK DEMAND WEIGHTED SALES 267,007,670 

DEMAND PERCENTS 100.00% 

COMMODITY COSTS $652,490.00 

DEMAND COSTS $1 ,267,675.69 

CUSTOMER COSTS $346,552.31 
TOTAL COSTS $2,266,718.00 

DIVIDE BY BILLS/GALLONS 
CALCULATED RATES 

-5-

FIRST 1,000 OVER 1,000 

20.38% 79.62% 
45,208,000 176,591 ,670 

2 1 
90, 416,000 176,591,670 

33.86% 66.14% 

$132,992.84 $519,497.16 

$429,269.19 $838,406.50 

$346,552.31 
$908,814.34 $1 ,357,903.66 

49,876 176,591 ,670 
$18.22 $7.69 

FIRST 1,000 OVER 1,000 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF FARMERS RURAL ) 
ELECTRIC COOPERATIVE CORPORATION ) 
FOR AN INCREASE IN RETAIL RATES ) 

) 

ORDER 

CASE NO. 
2016-00365 

On November 15, 2016, Farmers Rural Electric Cooperative Corporation 

("Farmers") filed an application seeking approval to adjust its base electric rates and to 

make changes to certain nonrecurring charges. Farmers proposes to adjust its base 

electric rates to increase its operating revenues by $1,873,993. 1 Finding that an 

investigation would be necessary to determine the reasonableness of Farmers' 

proposed increase, the Commission issued an Order on December 13, 2016, 

suspending the effective date of the proposed rates for five months, up to and including 

May 14, 2017, and establishing a procedural schedule for the processing of this matter. 

The procedural schedule provided for, among other things, a deadline for 

intervention requests, two rounds of discovery upon Farmers and a formal evidentiary 

hearing. There are no intervenors in this proceeding. Farmers responded to four 

rounds of discovery from Commission Staff ("Staff") and two rounds of post-hearing 

requests for information issued by Staff. The formal evidentiary hearing was conducted 

on March 29, 2017. Farmers submitted responses to post-hearing 

1 In response to Commission Staff's Third Request for Information ("Staff's Third Request"), the 
proposed increase was reduced from $1,893,805 due to the removal of unallowable operating expenses 
for ratemaking purposes identified in discovery. 



information requests on April 10, 2017, and April 17, 2017. The matter now stands 

submitted tor a decision. 

BACKGROUND 

Farmers is a member-owned rural electric cooperative corporation , organized 

under KRS Chapter 279. It is engaged in the distribution and sale of electric energy to 

approximately 25,045 member-consumers in Adair, Barren, Edmonson, Grayson, 

Green, Hart, Larue, and Metcalfe counties, Kentucky.2 Farmers does not own any 

electric generating facilities, but purchases its total power requirements from East 

Kentucky Power Cooperative, lnc.3 Farmers' last general rate adjustment was based 

on a settlement and was approved in June 2009.4 

TEST PERIOD 

Farmers proposed, and the Commission accepts, a historical 12-month period 

ended December 31 , 2015, as the test period for determining the reasonableness of the 

proposed rates. In utilizing the historical test year, the Commission considers 

appropriate known and measurable changes. 

2 Annual Report of Farmers Rural Electric Cooperative Corporation to the Public Service 
Commission of the Commonwealth of Kentucky for the Calendar Year Ended December 31 , 2015 (filed 
Mar. 30, 2016), at 45 and 53. 

3 /d. at 40 and 43. 

4 Case No. 2008-00030, Application of Farmers Rural Electric Cooperative Corporation for an 
Adjustment in Rates (Ky. PSC June 10, 2009). 
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VALUATION 

Rate Base 

Farmers determined a net investment rate base of $63,277,4465 based on the 

adjusted test-year-end value of plant in service and construction work in progress 

("CWI P"), the 13-month average balances for materials and supplies and prepayments, 

plus a cash working capital allowance, minus the adjusted accumulated depreciation 

and the test-year-end level of customer advances for construction ("Customer 

Advances"). 

The Commission concurs with Farmers' proposed rate base with the exception 

that working capital has been adjusted to reflect the pro forma adjustments to operation 

and maintenance expenses. With this adjustment, Farmers' net investment rate base 

for ratemaking purposes is as fo llows: 

Utility Plant in Service $ 86,525,960 
CWIP 662 102 

Total Utility Plant 87,188,062 
Add : 

Materials & Supplies 779,564 
Prepayments 286,943 
Cash Working Capital 651 182 

Total Additions 1,717,689 
Deduct: 

Accumulated Depreciation (25,640,619) 
Customer Advances (347,450) 

Total Deductions: (25,988,069) 

Net Investment Rate Base $ 62,917,682 

5 Application, Exhibit Kat 2. 
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Capitalization and Capital Structure 

The Commission finds that Farmers' capital structure at test-year-end was, for 

ratemaking purposes, $65,871 ,228.6 This capital structure consisted of $14,622,497 in 

equity and $51 ,248,731 in long-term debt.? The Commission excluded generation and 

transmission capital credits ("GTCCs") of $24,003,706.8 Using this capital structure, 

Farmers' year-end ratio of equity to total capitalization was 22.20 percent.9 

REVENUE AND EXPENSES 

Twenty-four adjustments (ten were included in payroll-related expenses per the 

application) were proposed by Farmers to normalize its test-year operating revenues 

and expenses based upon Commission practice and precedent. The Commission finds 

the following adjustments proposed by Farmers are reasonable and should be accepted 

without change. Those adjustments are shown in the following table: 

Salaries and Wages 
Payroll Taxes (Excluding Benefits) 
Depreciation 
Retirement & Security Plan Costs 
FAS 1 06 Costs 
G& T Capital Credits 
Normalize Revenue 
Normalize Purchased Power 
Remove FAC Revenue 
Remove ESR Revenue 
Property Tax Expense 
Dues (Accts. 921 .00 and 165.20) 
Outside Services (Acct. 923.00) 

s Application, Exhibit K at 1. 

7 /d. 

8 /d. 

9 $14,622 ,497 .;- $65,875,228 = 22.20%. 
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$ 105,044 
$ 8,219 
$ 213,136 
$ 6,108 
$ 26,735 
$2,372,445 
$ 119,608 
$2,716,606 
$ 1,910,752 
$(4,802,473) 
$ 28,332 
$ 2,490 
$ 24,281 
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The Commission finds that the remaining proposed adjustments should be 

modified as discussed in more detail below. 

Other Revenue 

In its response to Commission Staff's First Request for Information, Item 49, 

Farmers stated that $1 ,578 of compensation expense was charged to its subsidiary, 

Farmers Energy Services Corporation. However, Farmers did not have a 

corresponding adjustment to its revenue requirement in the application. Therefore, the 

Commission finds that an adjustment shall be made to reduce Farmers' revenue 

requirement by $1 ,578, as proposed by Farmers, 10 to other revenue account. 

Life and Dental Insurance 

Farmers pays life insurance on behalf of its employees. Commission 

precedent requires that cooperatives be allowed to deduct the cost of coverage only up 

to $50,000 per employee for ratemaking purposes. Based on the response to 

Commission Staff's Fourth Request for Information, Item 2.a. , Farmers paid $8,406 for 

life insurance coverage above the $50,000 threshold, and the Commission finds this 

amount shall be denied for ratemaking purposes. The Commission encourages 

Farmers to collaborate with its employees to bring their contributions for life insurance to 

the levels discussed herein. 

1° Farmers response to Commission Staff's First Post-Hearing Data Request (Staff's First Post
Hearing Request"), Item 10. 
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With respect to dental insurance, the Commission finds that Farmers' expenses 

should be reduced to reflect all employees contributing a 60 percent to the total dental 

premium. This is consistent with national employee participation averages. 11 

Therefore, the Commission finds that Farmers dental insurance expense shall be 

decreased by $30,116 to reflect this finding. 

401 (k) 

Farmers has maintained the National Rural Electric Cooperative Reti rement and 

Security Plan ("R&S") for employees who were hired before January 1, 2012. This plan 

was closed to new participants on December 31 , 2011 , and was replaced with a 

Defined Contribution 401 (k) plan ("401 (k)") in order to reduce costs. The cooperative 

pays 100 percent of the cost of the R&S plan. Employees under the R&S plan may also 

be allowed to participate in the 401 (k) , with Farmers matching up to 1 percent of the 

employee's contribution. For employees under the 401 (k) plan only, Farmers provides 

a 6 percent contribution. If the employee contributes up to an additional 4 percent, 

Farmers will match the 4 percent up to a 10 percent maximum. 

For ratemaking purposes, the Commission finds that Farmers should not be 

permitted to include matching contributions to the 401 (k) plan , for employees already 

participating under the R & S plan as it creates an inequity among employees in the 

different plans. Accordingly, the Commission denies rate recovery of $28,512 for the 

voluntary 401 (k) plan for those employees already participating in the R & S plan . 

11 The Willis Benchmarking Survey, 2015, at 62-B3. 
(http:/willis.com/mwg-internal/de5fs23hu73ds/progress?od=lozsydmbJ6UUSxKxrjVJW5NDCRkgZEZps6-
AgHEVM_Y,) 
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Employee Contribution for Health Insurance 

Farmers' employee health insurance plan provides for Single, Family, Employee 

and Spouse and Employee and Child(ren) coverage. 12 Farmers pays the monthly 

premiums for its employees with single coverage and requires employees with other 

types of coverage to pay $149 per month or $1,788 annually toward the premium cost. 13 

The Commission expects Farmers to continue its efforts to rein in expenses for 

employee benefits by establishing a policy limiting Farmers' contribution to health 

insurance premiums and requiring that all employees pay some portion of the premium. 

The Commission finds that Farmers should limit its contributions to its employees' 

health plans to percentages that are market competitive with other businesses. 

Accordingly, the Commission will for ratemaking purposes adjust test-year health 

expense for all employees based on the Bureau of Labor Statistics national average 

employee contribution rates. 14 

The Commission has reduced health insurance expense $92,430,15 based on a 

32 percent employee contribution rate for family , employee and spouse, and employee 

and child(ren) coverage and 21 percent employee contribution rate for single coverage. 

12 Application , Exhibit F, ScheduleD, page 33 of 74. 

13 Farmers' response to Commission Staff's Third Request for Information, Item 2. 

14 Case No. 2016-001 74, Electronic Application of Licking Valley Electric Cooperative Corporation 
for a General Rate Increase (Ky. PSC Mar 1, 2017}. 

15 Farmers' response to Commission Staff's Second Post-Hearing Information Request, Item 2. 
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Miscellaneous Expenses 

Based on information provided by Farmers, the Commission Staff made the 

following adjustments to miscellaneous expenses for expenses that are not allowable 

for ratemaking purposes. Account 930.20, Miscellaneous General Expense was 

reduced by $500,16 Account 930.23, Annual Meeting Expense was reduced by 

$1 9,082,17 Account 426.10, Other Income Deductions was reduced by $2,52018 and 

Account 930.30, Directors Expenses was reduced by $992.19 

Rate Case Expense 

Farmers estimated its rate case expense at $143,620 in its application.20 It 

proposed to recover this expense through a three-year amortization period. In response 

to Staff's First Post-Hearing Information Request, Item 1, Farmers stated that its total 

rate case expense as of that date was $157,941 . The Commission finds this amount 

reasonable and that a three-year amortization of these expenses will result in an 

increase in operating expense of $4,774 over the $47,873 proposed in the application. 

Public Service Company Assessment Fee ("Fee") 

After adjusting the test year for the normalized Fee, the Commission finds that 

Farmers shall be allowed an increase in revenue to cover the cost of the Fee based on 

the increase granted herein. Accordingly, the Commission hereby grants an increase in 

revenue $3,251 for this cost. 

16 Farmers' response to Staff's Third Request, Item 9.b. 

17 /d., Item 9.c. 

18 /d., Item 10. 

19 /d., Item 19. 

20 Application, Exhibit F, Schedule G, at 42. 
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Depreciation Expense 

Farmers requested a depreciation deduction of $2,987,384 in its application. 

This included a proposed change to the depreciation rate for its Distribution Account 

370, Automated Meter Reading ("AMR"), based upon a 15-year life. The Commission 

finds the depreciation requested is reasonable and approves the request including the 

change in the depreciation rate for the AMR based upon Commission precedent.21 

However, in response to inquiries by Staff, Farmers states that it has not had a 

depreciation study conducted since its inception. 22 While Farmers generally follows 

Rural Utilities Service ("RUS") guidelines for depreciation rates, the Commission finds 

that Farmers should perform a depreciation study by the earlier of five years from the 

date of this Order or the filing of its next base rate case. 

Interest Expense 

Farmers proposed $1 ,769,176 for interest expense on long-term debt in its 

application.23 Farmers maintained that this amount should be used for ratemaking 

purposes due to the variable interest rates on its Federal Financing Bank debt. In 

response to Commission Staff's Fourth Request for Information, Item 4., Farmers 

provided an update to its annualized cost of debt as of that date in the amount of 

$1,730,638. Given that Commission precedent requires that actual rates be utilized in 

computing the annualized cost of debt, it finds that interest expense on long-term debt 

should be reduced by $38,538 to reflect the current costs of its debt. 

21 Case No. 2011-00096, Application of South Kentucky Rural Electric Cooperative Corporation 
for an Adjustment of Rates (Ky. PSC Mar. 30, 2012). 

22 Farmers' response to Commission StaH's Second Request for Information, Item 4, and 
Farmers' response to Staff's First Post-Hearing Request, Item 4. 

23 Application, Exhibit F, at 1. 
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Pro Forma Adjustments Summary 

The effect of the pro forma adjustments on Farmers' net income is as follows: 

Actual Pro Forma Adjusted 
Test Period Adjustments Test Period 

Operating Revenues $ 46,700,668 $ 1,578 $ 46,702,246 
Cost of Electric Service 
Operating Expenses $ 41 ,597,629 $ (161 ,505) $ 41,436,124 
Depreciaiton $ 2,744,248 $ 213,316 $ 2,957,564 
Taxes - Other $ 662,286 $ 26,410 $ 688,696 
Interest on Long-Term Debt $ 1,769,176 $ (38,538) $ 1,730,638 
Interest Expense -Other $ 11 ,144 $ $ 11 ,144 

Other Deductions $ 2,830 $ $ 2,830 

Total Cost of Electric Service $ 46,787,313 $ 39,683 $ 46,826,996 

Utility Operating Margins $ (86,645) $ (38,1 05) $ (124,750) 
Non-operating Margins, Interest $ 52,038 $ $ 52,038 
Income from Equity Investments $ (12, 1 08) $ $ (12,108) 
Non-operating Margins- Other $ 14,373 $ $ 14,373 
Patronage Capital Credits $ 98,868 $ $ 98,868 

NET INCOME $ 66,526 a! (38,1Q5) $ 28,421 

REVENUE REQUIREMENTS 

The actual rate of return earned on Farmers' net investment rate base 

established for the test year was 2.66 percent.24 Farmers requests rates that would 

result in a Times Interest Earned Ratio ("TIER") excluding GTCCs of 2.0X25 and a rate 

of return of 5.35 percent26 on its proposed rate base of $63,277,446. Farmers proposes 

24 ($86,645) (Utility Operating Margins)+$1 ,769,176 (Cost of Long-Term Debt) = $1,605,888 + 
$63,277,446 = 2.66%. 

25 Direct Testimony of Lance C. Schafer at 4. 

26 $3,385,181 (Requested Margin before deduction of interest expense on Long-Term Debt) + 
$63,277,446 (Net Investment Rate Base) = 5.35%. 
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an increase in base electric rates of $1 ,873,993 to achieve a 2.0X TIER excluding 

GTCCs. 

Farmers' actual TIER excluding GTCCs for the test period was 1.07X. Farmers' 

Operating Times Interest Earned Ratio ("OTIER") for the test period was 0.98X.27 

Farmers requests this rate adjustment in order to properly maintain and operate its 

distribution system, meet the terms of its mortgage agreement and to maintain its 

financial stability and integrity.28 

The TIER method for determining margins has been the approach utilized in the 

calculation of revenue requirement used by the Commission in electric distribution 

cooperative rate cases. Farmers is requesting a 2.0X TIER because of its deteriorating 

financial position and cost increases in its vegetation management program, labor 

costs, construction materials, maintenance costs, property taxes and depreciation.29 

Farmers' mortgage agreements with the RUS require the cooperative to maintain 

a TIER of 1.25X and an OTIER of 1.1 X using the best ratios for two years out the three 

most recent years. Farmers has been compliant with its RUS mortgage covenants, but 

the test-year TIER and OTIER were below the thresholds listed above. Farmers also 

has debt with the National Rural Utilities Cooperative Finance Corporation ("CFC") 

which require a modified debt service coverage ratio ("modified DSC") of 1.35, based on 

the best ratios for two years out the three most recent years. Farmers is still compliant 

27 Application , Exhibit G-2, at 3. 

2a Application, Exhibit G-1 , at 2. 

29 /d. 
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with its modified DSC requirement, but the test-year as well as calendar year 2016 

ratios were below the threshold in the CFC mortgage covenant. 

Based upon the pro forma adjustments found reasonable herein, the 

Commission has determined that an increase in Farmers' revenues from base rates of 

$1,705,468 would result in a TIER of 2.00X. This additional revenue should produce 

net income of $1 ,730,638. The Commission has determined that the above increase in 

revenues should result in an OTIER of 1.91 X, which should allow Farmers to meet its 

mortgage requirements and service its mortgage debts. Based on the net investment 

rate base of $62,917,682 found reasonable herein, this additional revenue should result 

in a rate of return on rate base of 5.3 percent.3° 

PRICING AND TARIFF ISSUES 

Cost of Service 

Farmers filed a fully allocated cost-of-service study ("COSS") in order to 

determine the cost to serve each customer class and the amount of revenue to be 

allocated to each customer class. Having reviewed Farmers' COSS, the Commission 

finds it to be acceptable for use as a guide in allocating the revenue increase granted 

herein. 

Revenue Allocation 

The proposed rate design uses the COSS as a general guide for Farmers' rate 

class increases. Farmers proposed that all rate classes would see some type of 

increase, even if they were providing revenues in excess of the costs to serve, and that 

30 $1 ,577,467 (Granted Margin) + $1,730,638 (Normalized Interest on Long-Term Debt) = 
$3,308,105 -;. $62,917,682 (Net Investment Rate Base) = 5.3%. 
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the increase for the residential rate class was not to exceed 5 percent.31 The results of 

the COSS indicated that Schedule C - Commercial & Industrial Service Rate > 50 kW, 

Schedule C - Time-of-Day Commercial Service, Schedule E - Large Industrial Rate, 

Schedule LPC-2 Large Power, and Schedule LPE-4 - Large Power Time-of-Day provide 

revenues in excess of the costs to serve. All other rate classes produce revenues 

approximately at or below their class cost to serve.32 Additionally, Farmers proposed to 

increase demand rates for rate classes whose demand rates were below East Kentucky 

Power Cooperative's ("EKPC") Schedule E-2 wholesale rate. 

Rate Design 

Farmers is proposing to allocate the proposed increase to all its rate classes with 

the increase placed on the customer and demand charges only. Farmers states that 

increasing the customer charge better matches the customer-related costs but the 

increase in the customer charge is still significantly less than the full cost recovery of the 

customer-related costs.33 The only classes whose energy rate is increased are 

Schedule RM - Residential Off-Peak Marketing - Electric Thermal Storage ("ETS") and 

Rate Schedule CM - Small Commercial Off-Peak Marketing - ETS. 

The Commission concludes that, for an electric cooperative that is strictly a 

distribution utility, there is merit to the argument that there is a need for a means to 

guard against the· revenue erosion that often occurs due to the decrease in sales 

volumes that accompanies poor regional economics, changes in weather patterns, and 

the implementation or expansion of demand-side management and energy-efficiency 

31 Application, Exhibit G-3 , at 3. 

32 /d. , Exhibit G-4, at 18. 

33 /d., Exhibit G-3, at 5. 
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programs. Farmers' proposed increase in the residential customer charge from $9.35 

to $14.00 results in a 50 percent increase, which supports the general principle of 

gradualism . All proposed customer charges are approved. The table below shows the 

current and proposed/approved customer charges for those classes with customers, 

along with the amounts supported by the COSS. 

Schedule R - Residential Service 
Schedule R - Residential Service (Prepay) 
Schedule C- Comm. & lndust. Service <50kW 
Schedule C- Comm. & lndust. Service >50kW 
Schedule C- Time-of-Day Commercial Service 
Schedule D- Large Comm/lnd Opt Time-of-Day 
Schedule E- Large Industrial Rate 
Schedule LPC-2 - Large Power 
Schedule LPE-4 - Large Power TOO Tariff 

Current 
$9.35 
$9.35 

$11.42 
$51.93 
$60.26 
$51.93 

$1 '142.46 
$1,088.00 
$3,015.00 

Proposed 
$14.00 
$14.00 
$21 .32 

$105.00 
$105.00 
$1 05.00 

$1 '142.46 
$1 ,288.00 
$3,215.00 

coss 
Results 
$31 .19 
$31.19 
$47.95 
$93.88 
$93.88 
$86.50 
$93.88 
$86.50 
$93.88 

The Commission approves the proposed increases to demand rates for those 

rate classes whose demand rates are below EKPC's so as to match EKPC's Schedule 

E-2 Wholesale Rate. Due to lowering of the revenue requirement, as found through 

discovery, the decrease should be applied to the volumetric charges and the 

Commission finds it reasonable to allocate it proportionally across the rate classes. The 

two ETS rates are set at 60 percent of the energy rate for each respective class. 

Several of the LPC and LPE classes have no customers currently taking service . For 

those classes with no customers, a small decrease was applied to the energy charges 

in the same proportion as was applied to the LPC and LPE classes that have 

customers. Based on Farmers' average monthly residential usage of 1 ,092 kWh, the 

average monthly bill for residential customers will increase by $4.49, from $106.46 to 

$110.95, or 4.22 percent. 
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Farmers' Management 

The Commission commends Farmers' management for taking advantage of 

opportunities to reduce costs through personnel reductions, streamlined operations, 

future costs savings related to prepayment of its Retirement and Security Plan, and 

reductions in medical insurance cost. Other cooperatives should follow Farmers' 

example to ensure the safe and reliable delivery of electricity at the lowest possible 

cost. 

SUMMARY 

The Commission, after consideration of the evjdence of record and being 

otherwise sufficiently advised, finds that: 

1. The rates proposed by Farmers would produce revenues in excess of the 

amount found reasonable herein and should be denied. 

2. The rates set forth in the Appendix to this Order are the fair, just, and 

reasonable and should be approved. 

3. The rate of return and TIER granted herein will provide for Farmers' 

financial obligations. 

IT IS THEREFORE ORDERED that: 

1. The rates proposed by Farmers are denied. 

2. The rates set forth in the Appendix to this Order are approved for services 

rendered by Farmers on and after the date of this Order. 

3. Within 20 days of the date of this Order, Farmers shall file with this 

Commission, using the Commission's electronic Tariff Filing System, new tariff sheets 
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setting forth the rates and charges approved herein and reflecting their effective date 

and that they were authorized by this Order. 

4. Farmers shall perform a depreciation study within five years from the date 

of this Order, or with the filing of its next rate case, whichever is earlier. 

~Q. M~~ 
Executive Director 

By the Commission 

ENTERED 

MAY 12 2017 
KENTUCI-<Y PUBLIC 

SERVICE COMMISSION 

Case No. 2016-00365 



APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 2016-00365 DATED MA¥ • 2 2017 

Customer Charge 
Energy Charge per kWh 
Prepay Charge 

Customer Charge 

SCHEDULER 
RESIDENTIAL SERVICE 

SCHEDULER 
RESIDENTIAL TIME-OF-DAY 

On-Peak Energy Charge per kWh 
Off-Peak Energy Charge per kWh 

SCHEDULE C 

$ 14.00 
$ 0.088779 
$ 3.18 

$ 19.65 
$ 0.104529 
$ 0.060000 

COMM & INDUST SERVICE RATE <50 kW 

Customer charge 
Energy Charge per kWh 

SCHEDULE C 

$ 21 .32 
$ 0.084055 

COMM & INDUST SERVICE RATE >50 kW 

Customer Charge 
Demand Charge per kW 
Energy Charge per kWh 

Customer Charge 
Single Phase 
Three Phase 

SCHEDULE C 
COMMERCIAL TIME-OF-DAY 

On-Peak Energy Charge per kWh 
Off-Peak Energy Charge per kWh 

Customer Charge 
Demand Charge per kW 
Energy Charge per kWh 

SCHEDULED 
LARGE COMM/IND TIME-OF-DAY 

$ 105.00 
$ 7.89 
$ 0.064965 

$ 21.32 
$ 105.00 
$ 0.117840 
$ 0.060000 

$ 105.00 
$ 7.89 
$ 0.064880 



Customer Charge 
Demand Charge per kW 
Energy Charge per kWh 

Monthly Rate: 

175 Watt MV 
175 Watt, shared MV 
250 Watt MV 
400 Watt MV 
1000 Watt SV 
100 Watt SV 
150 Watt SV 
250 Watt SV 
400 Watt SV 
1000 Watt SV 
LED Lighting 

Energy Charge per kWh 

Customer Charge 
Demand Charge per kW 
Energy Charge per kWh 

SCHEDULE E 
LARGE INDUSTRIAL 

SCHEDULE OL 
OUTDOOR LIGHTING SERVICE 

SCHEDULE SL 
STREET LIGHTING 

SCHEDULE LPC-1 
LARGE POWER 

-2-

$1 t 142.46 
$ 7.89 
$ 0.051512 

$ 9.72 
$ 3.43 
$ 11.13 
$ 16.94 
$ 30.12 
$ 9.99 
$ 11 .70 
$ 15.94 
$ 20.60 
$ 44.68 
$ 9.88 

$ 0.058840 

$1 ,016.00 
$ 7.77 
$ 0.057741 
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SCHEDULE LPC-2 
LARGE POWER 

Customer Charge 
Demand Charge per kW 
Energy Charge per kWh 

SCHEDULE LPC-3 
LARGE POWER 

Customer Charge 
Demand Charge per kW 
Energy Charge per kWh 

SCHEDULE LPC-4 
LARGE POWER 

Customer Charge 
Demand Charge per kW 
Energy Charge per kWh 

SCHEDULE LPC-5 
LARGE POWER 

Customer Charge 
Demand Charge per kW 
Energy Charge per kWh 

SCHEDULE LPB-1 
LARGE POWER 

Customer Charge 
Demand Charge per kW 
Demand Charge in excess of contract 
Energy Charge per kWh 

SCHEDULE LPB-2 
LARGE POWER 

Customer Charge 
Demand Charge per kW 
Demand Charge in excess of contract 
Energy Charge per kWh 

-3-

$1 ,288.00 
$ 7.77 
$ 0.055746 

$2,937.00 
$ 7.77 
$ 0.054250 

$3,215.00 
$ 7 .17 
$ 0.051756 

$4,501 .00 
$ 7.77 
$ 0.049262 

$1 ,016.00 
$ 7.77 
$ 9.98 
$ 0.057882 

$1 ,288.00 
$ 
$ 
$ 

7.77 
9.98 

0.055882 
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Customer Charge 
Demand Charge per kW 

SCHEDULE LPB-3 
LARGE POWER 

Demand Charge in excess of contract 
Energy Charge per kWh 

Customer Charge 
Demand Charge per kW 

SCHEDULE LPB-4 
LARGE POWER 

Demand Charge in excess of contract 
Energy Charge per kWh 

Customer Charge 
Demand Charge per kW 

SCHEDULE LPB-5 
LARGE POWER 

Demand Charge in excess of contract 
Energy Charge per kWh 

SCHEDULE LPE-1 
LARGE POWER TIME-OF-DAY 

Customer Charge 
Demand Charge per kW 
On-Peak Energy Charge per kWh 
Off-Peak Energy Charge per kWh 

SCHEDULE LPE-2 
LARGE POWER TIME-OF-DAY 

Customer Charge 
Demand Charge per kW 
On-Peak Energy Charge per kWh 
Off-Peak Energy Charge per kWh 

SCHEDULE LPE-3 
LARGE POWER TIME-OF-DAY 

Customer Charge 
Demand Charge per kW 
On-Peak Energy Charge per kWh 

-4-

$2,937.00 
$ 7.77 
$ 9.98 
$ 0.054382 

$3,215.00 
$ 7.77 
$ 9.98 
$ 0.051882 

$4,501.00 
$ 7.77 
$ 9.98 
$ 0.049382 

$1,016.00 
$ 6.62 
$ 0.067951 
$ 0.059554 

$1,288.00 
$ 6.62 
$ 0.065961 
$ 0.057554 

$2,937.00 
$ 6.62 
$ 0.064468 
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Ott-Peak Energy Charge per kWh 

SCHEDULE LPE-4 
LARGE POWER TIME-OF-DAY 

Customer Charge 
Demand Charge per kW 
On-Peak Energy Charge per kWh 
Ott-Peak Energy Charge per kWh 

SCHEDULE LPE-5 
LARGE POWER TIME-OF-DAY 

Customer Charge 
Demand Charge per kW 
On-Peak Energy Charge per kWh 
Off-Peak Energy Charge per kWh 

SCHEDULE RM 

$ 0.056054 

$3,215.00 
$ 6.62 
$ 0.061980 
$ 0.053554 

$4,501.00 
$ 6.62 
$ 0.059492 
$ 0.051054 

RESIDENTIAL OFF-PEAK MARKETING - ETS 

Energy Charge per kWh $ 0.053267 

SCHEDULE CM 
SMALL COMMERCIAL OFF-PEAK MARKETING- ETS 

Energy Charge per kWh 

Customer Charge 

SCHEDULE NM 
NET METERING 

Energy Charge per kWh (purchased) 

-5-

$ 

$ 
$ 

0.050433 

14.00 
0.08895 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF NOLIN RURAL ELECTRIC 
COOPERATIVE CORPORATION FOR A 
GENERAL RATE INCREASE 

ORDER 

CASE NO 
2016-00367 

On December 15, 2016, Nolin Rural Electric Cooperative Corporation ("Nolin") 

tendered for filing its application for a proposed $5,342,889 increase in its electric base 

rates. Nolin stated that the proposed increase was required in order to cover increases 

in costs for power, materials, equipment, labor, and other fixed and variable costs and 

to meet the terms of its mortgage agreement. By letter dated December 22, 2016, the 

Commission notified Nolin that its application was rejected as deficient. On January 4, 

2017, Nolin tendered an amended application, and the amended application was 

deemed filed as of that date. In the amended application, Nolin proposed that the new 

rates become effective on February 3, 2017. Finding that an investigation would be 

necessary to determine the reasonableness of Nolin's proposed increase, the 

Commission suspended the rates for five months, up to and including July 2, 2017. 

BACKGROUND 

Nolin is a member-owned rural electric cooperative corporation, organized under 

KRS Chapter 279, engaged in the distribution and sale of electric energy to 

approximately 34,703 member-consumers in Bullitt, Hardin, LaRue, Hart, Grayson, 



Green, Taylor, Breckinridge, and Meade counties, Kentucky.1 Nolin has no electric 

generating facilities; it purchases its total power requirement from East Kentucky Power 

Cooperative, Inc. ("EKPC").2 

The Commission granted a motion to intervene filed by the Attorney General of 

the Commonwealth of Kentucky, by and through his Office of Rate Intervention ("AG"). 

A procedural schedule was issued which provided for discovery upon Nolin, intervenor 

testimony, discovery upon intervenors, and a public hearing. Nolin responded to five 

rounds of discovery from Commission Staff ("Staff"), two rounds of discovery from the 

AG, one round of post-hearing requests for information issued by Staff, and one round 

of post-hearing requests for information issued by the AG. No intervenor testimony was 

filed. A public hearing was conducted on May 18, 2017. The matter now stands 

submitted for a decision. 

TEST PERIOD 

Nolin proposed and the Commission accepted a historical 12-month period 

ended April 30, 2016, as the test period for determining the reasonableness of the 

proposed rates. In utilizing the historical test year, the Commission considered 

appropriate known and measurable changes. 

VALUATION 

Rate Base 

Nolin determined a net investment rate base of $74,426,6993 based on the 

adjusted test-year-end value of plant in service and construction work in progress 

1 Nolin 2015 Annual Report (filed March 16, 2016) at 44 and 52. 

2 /d. at 39 and 42. 
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("CWIP"), the 13-month average balances for materials and supplies, and prepayments, 

plus a cash working capital allowance, minus the adjusted accumulated depreciation 

and the test-year-end level of customer advances for construction . 

The Commission concurs with Nolin's proposed rate base with the exception that 

working capital has been adjusted to reflect the pro forma adjustments to operation and 

maintenance expenses. With this adjustment, Nolin's net investment rate base for 

ratemaking purposes is as follows: 

Utility Plant in Service 

CWIP 
Total Utility Plant 
ADD: 

Materials and Supplies 
Prepayments 
Working Capital 

Subtotal 
DEDUCT: 

Accumulated Depreciation 
Customer Advances for Construction 

Subtotal 

NET INVESTMENT RATE BASE 

Capitalization and Capital Structure 

$ 111 ,359,858 

1.738.456 
$ 113,098,314 

$ 1,221 ,173 
206,387 

1.267.293 
$ 2,694,853 

$ 41 ,869,350 
317.800 

$ 42,187,150 

$ 73,6Q6,Q17 

The Commission finds that Nolin's capital structure at test-year-end for 

ratemaking purposes was $129,951,181 . This capital structure consisted of 

$29,406,403 in equity and $100,544,778 in long-term debt. The Commission excluded 

generation and transmission capital credits ("GTCCs") of $34,288,149. Using this 

3 Application, Exhibit K, at 2 of 7. 
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capital structure, Nolin's test-year-end equity to total capitalization ratio was 23 

percent.4 

REVENUE AND EXPENSES 

Nolin proposed several adjustments to revenues and expenses to reflect current 

and expected operating conditions.5 The Commission finds that 14 of the adjustments 

proposed by Nolin and not opposed by the AG are reasonable and should be accepted 

without change. Those adjustments are shown in the following table: 

Description 
Normalize Revenues 
Normalize Purchase Power Costs 
Depreciation Expense 
Depreciation Expense -Transportation Clearing 
Normalize Interest on Long-Term Debt 
Interest - Other 
Postretirement Benefits 
Professional Services 
Directors' Expenses 
Donations 
Advertising 
EKPC Capital Credits 
Remove Fort Knox Activity 
Year-end customer adjustment 

Adjustments 
(3,71 0,472) 
(4,146,380) 

383,944 
10,895 
(7,866) 

(36,641) 
32,440 

(339,418) 
(84,157) 
(34,604) 
(41 ,206) 

(3,474,463) 
(1 ,013,124) 

(131 ,086) 

The Commission makes modifications to the remaining proposed adjustments as 

discussed below. 

Salaries & Wages 

Nolin proposed an adjustment of $22,1666 to normalize total wages and salaries, 

of which $4,824 was capitalized ,? $16,230 was expensed, and $1 ,1 14 was allocated to 

4 Nolin's response to Commission Staff's Fourth Request for Information ("Staff's Fourth 
Request'') , Item 2. 

5 The proposed adjustments for Depreciation Expense - Transportation Clearing, Professional 
Services, and Di rectors' Expenses were revised through discovery. 

6 Application, Exhibit 1. 
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Ft. Knox operations.8 Nolin's calculations for full-time employees were based on 2,080 

hours. The calculations for its part-time employees were based on the number of hours 

actually worked during the test year. Test-year actual overtime hours were multiplied by 

1.5 times the test-year-end wage rates. Employees who separated from Nolin during 

the test-year were removed from the normalized test year. 

Nolin's normalized test year included one employee as a full-time employee who 

was subsequently identified as a part-time employee. Nolin proposed to include this 

employee in the normalized test-year as a part-time employee with 1 ,000 hours 

worked.9 This employee actually worked 773 regular hours and 64 overtime hours in 

the test year. Consistent with other part-time employees, the Commission recalculated 

the proposed adjustment to salaries and wages to include this employee in the 

normalized test year based on hours actually worked during the test year, and 

decreased the salaries and wages adjustment from $16,230 to ($1 ,476). 

Nolin provided salary and benefit comparison data that was used to determine 

employee salaries, but the study was limited in scope. The Commission has begun 

placing more emphasis on evaluating how salary and benefits provided by electric 

cooperatives are determined, and their competitiveness in a broad marketplace, as 

opposed to wage and salary studies limited exclusively to electric cooperatives, electric 

7 The capitalized portion reflects actual capitalized costs and payroll costs allocated to other 
accounts. The other accounts include amounts assigned to clearing, stores, transportation, and 
employee sick leave. Unless otherwise noted, references in this Order to "capitalized" reflect this 
combination of actual capitalized costs and other costs. 

a Adjustments were allocated between Nolin and Ft. Knox based on actual test-year payroll 
amounts. 

9 Nolin's response to Commission Staff's Post-Hearing Request for Information ("Staff's Post
Hearing Request"), Item 6. 
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utilities, or other regulated uti lity companies.1° Future rate applications filed by Nolin will 

be required to include a formal study that provides local wage and benefit information 

for the geographic area where Nolin operates and must include state data where 

available. 

Payroll Taxes 

Nolin proposed to increase its payroll taxes by $7,544,11 based on the proposed 

normalization of wages and salaries and reflecting the Federal Insurance Contribution 

Act, Medicare, and federal and state unemployment wage limits and rates in effect at 

the test-year end. Of this amount, $1 ,714 was capitalized, $5,471 was expensed, and 

$359 was allocated to Ft. Knox operations.12 The Commission recalculated the 

proposed adjustment to payroll taxes to include the decrease in normalized test-year 

salaries and wages for the reclassification of an employee as part-time and to reflect the 

proper allocation factors,13 and has decreased the payroll tax adjustment from $5,471 to 

$2,670. 

Retirement Benefits 

Nolin provides pension benefits for substantially all employees through 

participation in the National Rural Electric Cooperative Association ("NRECA") 

Retirement and Security ("R&S") Program. R&S contributions are based on base 

wages at a rate determined by NRECA. Nolin's plan discontinues coverage when an 

employee has accumulated 30 years of service, and contributions to the plan 

10 See Case No. 2015-00312, Application of Kenergy Corp. for a General Adjustment in Rates 
(Ky. PSC Sept. 15, 20 16) at 15. 

11 Application, Exhibit 2. 

12 /d. 

13 Nolin's response to Staff's Fourth Request, Item 3. 
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discontinue at that time. The contribution rate increased from 24.53 percent of base 

wages in 2015 to 25.28 percent of base wages in 2016.14 Nolin originally proposed an 

increase of $78,545 of which $1 7,848 was capitalized, $56,963 was expensed, and 

$3,734 was allocated to Ft. Knox operations.15 Through discovery, it was determined 

that the original calculation excluded contributions for an employee,16 utilized actual 

test-year wages instead of normalized test-year wages,17 and included a part-time 

employee who is not eligible for Nolin's benefits package.18 The Commission 

recalculated the proposed adjustment to R&S contributions to include these corrections, 

and has increased the adjustment from $56,963 to $130,739. 

Miscellaneous Expenses 

Nolin proposed to reduce test-year expenses by $18,408 to remove certain 

expenses not normally included for ratemaking purposes. The Commission agrees with 

the reductions proposed by Nolin. However, the Commission has identified additional 

adjustments that should be made. Miscellaneous expenses included an expenditure of 

$3,090 for shirts for Nolin employees to wear while working at the annual meeting, and 

$5,704 for Nolin logo clothing for employees not required to wear mandatory safety 

clothing. Nolin stated that shirts are provided for employees working at the annual 

meeting to identify the employees to its members, and employees wear these shirts 

14 Application, Exhibit 6. 

15 /d. 

16 Nolin's response to Commission Staff 's Third Request for Information ("Staff's Third Request"), 
Item 16. 

17 Nolin's Response to Staff's Post-Hearing Request, Item 3. 

18 /d., Item 6. 
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after the annual meeting for similar reasons.19 Nolin states that clothing not related to 

the annual meeting is provided for identification purposes in fairness to employees that 

are not required to wear protective clothing.20 The Commission believes that there are 

much less expensive alternatives for identifying cooperative employees (i.e. , nametags 

or badges) than incurring an expenditure of this magnitude.21 The Commission believes 

these funds should be expended in a manner that provides a greater benefit to the 

ratepayers. Accordingly, the Commission will remove $8,794 from miscellaneous 

expenses. 

The Commission will also remove a total of $7,283 from miscellaneous expenses 

related to refreshments and gifts to employees, retirement and holiday dinners, and bill 

credits awarded as prizes at the annual meeting that are traditionally excluded for 

ratemaking purposes. 

It has been the Commission's practice to allow only the expenses of the 

cooperative's designated representative to attend the NRECA Annual Meeting unless it 

can be demonstrated the expenses were incurred for educational or training purposes 

for the attendees. Lacking such evidence in this case, the Commission will reduce 

miscellaneous expenses by $8,634 to remove expenses related to three employees' 

and two directors' attendance at the NRECA Annual Meeting who were neither Nolin's 

designated NRECA representative nor speakers at the event. Finally, the Commission 

will also reduce miscellaneous expenses by $1 ,613 to remove expenses related to 

19 Nolin's response to Staff's Third Request, Item 3.s. 

20 /d., Item 3.i. 

21 See Application, Exhibit 10 at 6, line 12. Nolin expended only $71 .76 for "Employee Name 
Badges" for its annual meeting. 
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attendance at NRECA legislative conferences, which the Commission deems to be 

associated with lobbying activities. 

Adding these additional items to Nolin's adjustment of $18,408, the Commission 

has reduced miscellaneous expenses by a total of $44,732. 

Rate Case Expense 

Nolin estimated its rate case expense at $75,000. It proposed to recover this 

expense through a three-year amortization. This estimate did not include in-house 

labor. Throughout this proceeding, Nolin has been providing updates of the actual 

expenses incurred in presenting this rate case. As of May 31 , 2017, Nolin had 

expended $165,519 to prepare and process this rate case, and estimated it would incur 

an additional $16,481 in legal and other fees for a total rate case expense of 

$182,000.22 The Commission finds that a three-year amortization of these expenses is 

reasonable and will allow an increase in operating expense of $60,667 to reflect the first 

year of the amortization for ratemaking purposes. 

PSC Assessment 

Nolin did not propose an adjustment to its PSC Assessment to reflect the effects 

of normalizing revenues and purchased power expense or the impact of its proposed 

revenue increase. The Commission has determined that an adjustment to the PSC 

Assessment to reflect the normalization of revenue and purchased power expense 

found reasonable herein is appropriate. Based on the 2016-2017 assessment rate, the 

adjustment results in a $24,033 decrease in the PSC Assessment for the test year. The 

Commission has determined that an adjustment to the PSC Assessment based on the 

revenue increase being granted herein should also be calculated. This calculation 

22 Nolin's response to Staff's Post-Hearing Request, Item 13. 
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results in an increase in the PSG Assessment of $11,590. The total result of these 

adjustments is a decrease of $12,443 in the PSG Assessment. 

401 (k) Matching Contributions 

Nolin participates in the NRECA R&S program and matches employees' 

contributions to 401 (k) plans, up to 2 percent for el igible employees.23 The Commission 

believes that Nolin should take more aggressive steps to control compensation and 

benefit costs. The Commission accepts that all employees should have a fair and 

reasonable retirement benefit, but finds it excessive and not reasonable that Nolin 

continues to contribute to both the R&S Defined Dollar Benefit ("DDB") plan as well as a 

matching 401 (k) plan. The Commission will allow Nolin to recover only the costs of the 

more expensive DDB for employees who participate in both the DDB and the matching 

401 (k) plan and the 401 (k) plan for employees that no longer qualify for R&S 

contributions from Nolin. Accordingly, the Commission will remove for ratemaking 

purposes Nolin's test-year 401 (k) contributions for employees who participated in both 

plans. Nolin's test-year expense for 401 (k) contributions to these employees was 

$104,709.24 Recognizing the portion that would be capitalized, the Commission will 

remove $99,731 from the test year for employee 401 (k) plan expense. 

Employee Contribution for Health and Life Insurance 

Nolin currently pays 1 00 percent of the monthly premiums for health insurance 

for its employees and their spouses and dependents. Nolin also pays 100 percent of 

23 Nolin's Response to Staff's Third Request, Item 15.b. 

24 /d. Item 16, revised "Exhibit 6," and Nolin's response to Commission Staff's Fifth Request for 
Information ("Staff's Fifth Request"), Item 3, (Revised) Attachment 16A. 
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life insurance premiums for its employees.25 The Commission expects Nolin to be more 

cognizant of controllable costs incurred at unreasonable levels including expenses 

associated with employee benefits, by establishing a policy of limiting Nolin's 

contribution to health insurance premiums and requiring that employees pay some 

portion of those premiums. The Commission finds that Nolin should limit its 

contributions to its employees' health care plans to percentages that are marketplace 

competitive in order to reduce excessive expenses. Accordingly, the Commission will 

adjust test-year health premiums based on national average employee contribution 

rates. The Commission has reduced health insurance premiums for family coverage by 

$397,137, based on a 32 percent employee contribution rate, and for single coverage 

by $11 ,563, based on a 21 percent employee contribution rate.26 The Commission will 

accept the test-year expense for life insurance premiums in this case. However, any 

future Nolin rate increase request for cooperative paid life insurance premiums will be 

capped at the lesser of two times the employee's annual salary or $100,000. 

Reduction of Nonrecurring Charges 

As discussed below, the Commission will reduce Nolin's nonrecurring charges for 

remote connections, disconnections, and reconnections. The reduction results in a 

decrease in test-year revenues of $137,610. 

25 Nolin's response to Commission Staff's Second Request for Information ("Staff's Second 
Request''), Item 22. 

26 Bureau of Labor Statistics, Healthcare Benefits, March 2016, Table 4, private industry workers. 
(https://www.bls.gov/ncs/ebs/benefits/2016/ownership/private/table1 Oa.pdfl . 
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Pro Forma Adjustments Summary 

The effect of the pro forma adjustments on Nolin's net income is as follows: 

Actual Pro Forma Adjusted 
Test Period Adjustments Test Period 

Operating Revenues $69,728,403 $ (6, 134,704) $63,593,699 
Operating Expenses 68A851045 (616251543} 6118591502 
Net Operating Income 1,243,358 490,839 1,734,197 
Interest on Long-Term Debt 3,024,787 (1 ,314,512) 1,710,275 
Interest Expense-Other 41 ,086 (36,641) 4,445 
Other Income and 

(Deductions)- Net 113401891 (5a7921146} (4A511255} 
NET INCOME $ (481 .624) $ (3.950.154) $ (4.431 .778) 

REVENUE REQUIREMENTS 

The actual rate of return earned on Nolin's net investment rate base established 

for the test year was (1 .25) percent.27 Nolin requests rates that would result in a TIER 

excluding GTCCs of 2.00X and a rate of return of 3.23 percent on its proposed rate 

base of $74,426,699. Nolin proposes an increase in revenues of $5,342,889 to achieve 

a 2.00X TIER excluding GTCCs. Nolin's actual TIER excluding GTCCs for the test 

period was (0.31 )X.28 For the calendar years 2014 and 2015, it was 1 .38X and (1 .67)X, 

respectively.29 After taking into consideration pro forma adjustments, Nolin would 

achieve a (1 .59)X TIER excluding GTCCs without an increase in revenues. 

Nolin is currently a 1 00 percent borrower with National Rural Utilities Cooperative 

Finance Corporation ("CFC"). CFC requires Nolin to maintain an Average Modified 

Debt Service Coverage Ratio ("MDSC") of at least 1 .35, determined by averaging the 

27 Application, Exhibit K, at 3 of 7. 

28 /d., at 6 of 7. 

29 /d., at 6 of 7. 
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two highest annual ratios during the most recent three calendar years.3° For the 

calendar years 2014, 2015, and 2016, it was 1.00, (0.05), and 0.53, respectively.31 

Nolin's proposed revenue increase would result in a MDSC of 1.76.32 Nolin explained 

that it used the TIER method for determining its revenue requirements and increase in 

revenue, as this has been the approach used by the Commission in the past.33 

Given that Nolin is a borrower only from CFC, the Commission finds that 

determining revenue requirements based on TIER is not reasonable for Nolin, but 

believes it is more appropriate to base the revenue requirement on MDSC. The 

Commission has determined that a MDSC of 1.73 is reasonable and allows Nolin to 

meet its mortgage requirements and service its debt. Based upon the pro forma 

adjustments found reasonable herein, the Commission has determined that an increase 

in Nolin's revenues of $4,969,492 would result in a MDSC of 1.73. This additional 

revenue should produce net income of $1 ,539,247. The Commission has determined 

that the above increase in revenues should result in a TIER of 1.90X. Based on the net 

investment rate base of $73,606,017 found reasonable herein, this additional revenue 

should result in a rate of return on rate base of 3.05 percent. 

PRICING AND TARIFF ISSUES 

Cost of Service 

Nolin filed a fully allocated cost-of-service study ("COSS") in order to determine 

the cost to serve each customer class and the amount of revenue to be allocated to 

30 Application, Exhibit H-2, at 3 of 5. 

31 Nolin's response to Staff's Third Request, Item 5, Attachment SA. 

32 /d. 

33 Nolin's response to Staff's Second Request, Item 3.c. 
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each customer class. Having reviewed Nolin's COSS, the Commission finds it to be 

acceptable for use as a guide in allocating the revenue increase granted herein. 

Revenue Allocation 

With the exception of Schedule 5, Security Lights, Nolin proposed an increase for 

every rate class that has customers, even if the class is already providing revenues in 

excess of the cost to serve. The results of the COSS indicated that the residential rate 

class (including Prepay) and the street lighting rate class provide revenues less than the 

cost to serve, while all other rate classes produce revenues in excess of their class cost 

to serve.34 Nolin states that proposing rate increases for the over-contributing rate 

classes allows the proposed increase for the residential rate class to better reflect the 

results of the COSS and minimizes the impact of an increase for the residential rate 

class to the most reasonable possible extent.35 Nolin also proposed to increase the 

demand charge for Schedule 3 - Large Power Rate to match the wholesale demand 

charge as the existing rate was below EKPC's schedule E-2 wholesale rate. The 

Commission finds that Nolin's proposed revenue allocation is reasonable for use in this 

case. 

Rate Design 

The proposed rate design uses the COSS as a general guide for Nolin's rate 

class increases and as noted above, Nolin is proposing to allocate the proposed 

increase to most rate classes. Schedule 1 - Farm and Home, Prepay Service, and 

Schedule 2 - Small Commercial and Small Power all receive a proposed increase in 

34 Nolin's response to Staff's Second Request, Item 7, Exhibit A, First Revision, at 38 and 40 of 
44. 

35 /d., Item 4. 
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both the customer and energy charge. Nolin states that increasing the customer charge 

better matches the customer-related costs, but the increase is still significantly less than 

the full cost recovery of the customer related costs.36 Nolin proposes to consolidate the 

three-step energy rate for Schedule 3 - Large Power Rate and increase its customer 

charge. For Schedule 4- Industrial Rate, Nolin also proposes to consolidate its three

step energy rate into one and to introduce a customer charge, as this rate class does 

not currently have a customer charge. Nolin proposes an increase in both the contract 

and excess-demand charges for Schedule 10 - Large Industrial Rate coupled with a 

decrease in the energy charge per kilowatt-hour ("kWh"). For Nolin's Special Contract 

Rate 15, only a change in the customer charge is proposed. 

The Commission concludes that, for an electric cooperative that is strictly a 

distribution utility, there is merit to the argument that there is a need for a means to 

guard against the revenue erosion that often occurs due to the decrease in sales 

volumes that accompanies poor regional economics, changes in weather patterns, and 

the implementation or expansion of demand-side management and energy-efficiency 

programs. However, the Commission believes that Nolin's proposed 121 percent 

increase in the residential customer charge from $9.04 to $20.00 does not support the 

general principle of gradualism. For this reason, the Commission will approve a 

customer charge for the Residential rate class of $13.50, an increase of approximately 

50 percent. All other proposed customer charges are approved. The table below 

shows the current, proposed, and approved customer charges for those classes with 

customers, along with the amounts supported by the COSS. 

36 Application, Exhibit H-3, Direct Testimony of James Adkins, at 5. 
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coss 
Current Progosed Aggroved Results 

Farm, Home and Prepay $9.04 $20.00 $13.50 $32.20 
Small Commercial and Small Power $16.82 $23.00 $23.00 $34.04 
Large Power $28.50 $35.00 $35.00 $84.43 
Industrial Rate $42.50 $42.50 $91 .93 
Large Industrial $1 ,219.84 $1,219.84 $1,220.00 $1 ,974.78 
Special Contract $1 '188.66 $5,454.00 $5,454.00 $5,733.00 

The Commission approves the proposed consolidation of the three-step energy 

rates into one energy rate for the applicable classes. Additionally, the Commission 

approves the proposed increase to demand rate Schedule 3 - Large Power Rate, 

whose demand rate is below EKPC's so as to match EKPC's Schedule E-2 Wholesale 

Rate.37 

The Commission believes that the daily rate for the Prepay Metering Program 

should be revised. The previous daily rate calculation from Case No. 2011-00141 38 

included the cost of a prepay meter. Currently, Nolin's AMI metering system is fu lly 

deployed and Nolin no longer incurs an additional cost for meters for the Prepay 

program, so the daily fee should be revised. In response to Staff's Post-Hearing Data 

Request, Nolin submitted a revised prepay rate.39 This revised prepay rate included a 

monthly labor expense of $5.80. The addition of this monthly labor expense was not 

included in Case No. 2011-00141, and therefore will be disallowed. However, this 

disallowance reduces the monthly fee to $0.00. The Commission believes that it is 

reasonable for some fee to be associated with the Prepay Program and will allow 

37 Nolin's response to Staff's Second Request, Item 23. The demand rate for Schedule 4 -
Industrial Rate will remain below the wholesale cost as its billing demand revenue is currently recovering 
its wholesale demand related costs through its demand charge. 

38 Case No. 2011-00141 , Application of Nolin Rural Electric Cooperative Corporation for Approval 
of a Prepay Metering Pilot Program Tariff, (Ky. PSC June 20, 201 1 ). 

39 Nolin's response to Staff's Post Hearing Request, Item 26. 
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transaction fees to be associated with the daily prepay rate. In the most recent 

approved prepay application, Case No 2015-00337,40 a total of three transactions per 

month were allowed. Each transaction was estimated to be $1.05, for a total cost of 

$3.15 per month. 41 The Commission believes this to be a reasonable fee; therefore, 

Nolin should charge a daily fee of $0.104 for the prepay program.42 

Due to the lowering of the revenue requirement, as a result of the adjustments 

found reasonable herein, the decrease will be applied to the volumetric charges and will 

be allocated proportionally amongst the rate classes. Based on Nolin's average 

monthly residential usage of 1 ,127 kWh, the average monthly bill for residential 

customers will increase by $12.09, from $105.91 to $118.00 or 11 .4 percent. 

Nonrecurring Charges 

As of July 18, 2016, Nolin's Advanced Metering Infrastructure ("AMI") meter 

project, as approved in Case 2014-00436,43 was fully deployed and completed.44 Nolin 

stated in its application in Case No. 2014-00436 that it projected cost savings related to 

the new AMI system, and specifically to costs associated with remote connections, 

disconnections, and reconnections ("connection fees"). In response to Staff's Post-

Hearing Data Request, Nolin provided a cost justification of its connection fees. Nolin's 

response proposes a connection fee of $17.00, a $3.00 reduction from the current 

4° Case No. 2015-00337, Application of Big Sandy Rural Electric Cooperative Corporation for 
Approval of a Prepay Metering Program Tariff, (Ky. PSG Apr. 7, 2016) . 

41 /d., Exhibit C, at 3. 

42 $3.15/(365/12)=$0.1 04 

43 Case No. 2014-00436, Application of Nolin Rural Electric Cooperative Corporation for an Order 
Pursuant to KRS 807 5:001 and KRS 278.020 Requesting the Granting of a Certificate of Public 
Convenience and Necessity to Install an AMI System, (Ky. PSC Feb. 13, 2015). 

44 Response to Staff's Fourth Request, Item 23. 
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$20.00 fee. Included in the cost justification are. labor costs to process the connection 

request, and Nolin claims that this processing is estimated to take one-half hour. The 

Commission believes that this total processing time is inflated. In the most recent case 

approving connection fees, Case No. 2016-00169,45 Cumberland Valley Electric, Inc. 

estimated one-fourth of an hour to process the service order for a remote 

disconnect/reconnect. The Commission believes that this is an acceptable time 

estimate. Recalculating Nolin's cost justification at the lower processing time reduces 

the proposed fee to $10.00.46 

OTHER ISSUES 

Unclaimed Capital Credits 

Pursuant to KRS 272.291 , Nolin may recover unclaimed capital credits, which 

were mailed to its member's last-known address as recorded in Nolin's records, 

returned by U.S. mail, and not claimed for a period of five years. KRS 272.291 provides 

that, when the capital credits have remained unclaimed for five years, the amounts may 

be placed in Nolin's income for the year in which such determination is made and 

redistributed to the current members for that year. The Commission expects that Nolin 

will place unclaimed capital credits into its income and redistribute those funds pursuant 

to the provisions of KRS 272.291 . 

45 Case No. 2016-00169, Application of Cumberland Valley Electric, Inc. for a General Adjustment 
of Rates, (Ky. PSG Feb. 6, 2017). 

46 Total labor costs= $35.26*0.25=8.82, rounding up to $10.00. 
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Depreciation Issues 

Nolin's last depreciation study was prepared as of December 31 , 1998.47 The 

Commission has historically required electric utilities subject to its jurisdiction to 

regularly prepare depreciation studies. The Commission believes that it is appropriate 

to conduct a new depreciation study every five years to keep depreciation rates current 

and to minimize the impact of any changes that have occurred since the previous study. 

Accordingly, the Commission will require that Nolin perform a new depreciation study 

within five years from the date of this order, or in conjunction with its next rate case, 

whichever is earlier. 

SUMMARY 

The Commission, after consideration of the evidence of record and being 

otherwise sufficiently advised, finds that: 

1. The rates proposed by Nolin would produce revenues in excess of the 

amount found reasonable herein and should be denied. 

2. The rates set forth in the Appendix to this Order are the fair, just and 

reasonable rates for Nolin to charge for service rendered on and after the date of this 

Order and should be approved. 

3. The rate of return, TIER, and MDSC granted herein will provide for Nolin's 

financial obligations. 

4. As provided previously in this order, future rate applications must include a 

formal study that provides local wage and benefit information for the geographic area 

where Nolin operates and must include state data where available. 

47 Nolin's response to Staff's Fifth Request, Item S.b. 
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IT IS THEREFORE ORDERED that: 

1. The rates proposed by Nolin are denied. 

2. The rates set forth in the Appendix to this Order are approved for services 

rendered by Nolin on and after the date of this Order. 

3. Within 20 days of the date of th is Order, Nolin shall file with this 

Commission, using the Commission's electronic Tariff Filing System, new tariff sheets 

setting forth the rates and charges approved herein and reflecting their effective date 

and that they were authorized by this Order. 

4. In future rate applications, Nolin shall perform a formal study that provides 

local wage and benefit information for the geographic area in which Nolin operates, and 

which shall include state data where available. 

5. Nolin shall perform a depreciation study within five years from the date of 

this Order, or in connection with the filing of its next rate case, whichever is earlier. 

ATTEST: 

By the Commission 

ENTERED 

JUN 2 1 2017 
KEN11JCKY PUBLIC 

S_fRVICE COMMISSION 
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APPENDIX 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 2016-00367 DATED JUN 2 1 2017 

The following rates and charges are prescribed for the customers in the area 

serviced by Nolin Rural Electric Cooperative Corporation. All other rates and charges 

not specifically mentioned in this Order shall remain the same as those in effect under 

authority of this Commission prior to the effective date of this Order. 

SCHEDULE 1 
RESIDENTIAL. FARM , NON-FARM, TRAILERS AND MOBILE HOMES 

Customer Charge 
Energy Charge per kWh 
Prepay Charge per day 

SCHEDULE 2 

$ 13.50 
$ 0.09271 
$ 0.104 

COMMERCIAL, SMALL POWER, SINGLE PHASE AND THREE PHASE SERVICE 

Customer Charge 
Energy Charge per kWh 

Customer charge 
Demand Charge per Kw 
Energy Charge per kWh 

Customer Charge 
Demand Charge per kW 
Energy Charge per kWh 

SCHEDULE 3 
LARGE POWER 

SCHEDULE 4 
INDUSTRIAL 

$ 23.00 
$ 0.09213 

$ 35.00 
$ 6.02 
$ 0.07386 

$ 42.50 
$ 4.95 
$ 0.06515 



SCHEDULE 5 
SECURITY LIGHTS 

Monthly Rate: 

HPS 100 Watt 
LED 70 Watt 
Colonial Type 100 Watt HPS 
Directional Flood Light 100 Watt HPS 
Directional Flood Light 70 Watt LED 
Directional Flood Light 250 Watt HPS 
Directional Flood Light 108 Watt LED 
Directional Flood Light 400 Watt HPS 
Directional Flood Light 208 Watt LED 
Contemporary Type 400 Watt HPS 
30 Foot Fiber Glass Pole - Underground 
25 Foot Wood Pole- Overhead 
30 Foot Wood Pole- Overhead 
25 Foot Wood Pole- Underground 
30 Foot Wood Pole- Underground 
Acorn Contemporary 400 Watt HPS 
Santa Rosa Contemporary 150 Watt HPS 
Santa Rosa Contemporary 150 Watt HPS 

(excludes light fixture and pole) 
Temporary Meter Poles 

SCHEDULE 6 
STREET LIGHTING 

Monthly Rate: 

Standard Overhead Wood Pole 
HPS Fixture 100 Watt 
HPS Fixture 250 Watt 
HPS Fixture 400 Watt 
LED Fixture 70 Watt 
LED Fixture 108 Watt 
LED Fixture 208 Watt 

Ornamental Overhead Aluminum Pole 
HPS Fixture 100 Watt 
HPS Fixture 250 Watt 
HPS Fixture 400 Watt 

Ornamental Underground (Fiberglass Pole) 
HPS Fixture 400 Watt 
HPS Fixture 150 Watt Santa Rosa with Fluted Pole 
HPS Fixture (Charge Exclude Light Fixture and Pole) 

-2-

$ 10.06 
$ 9.51 
$ 13.07 
$ 8.82 
$ 16.93 
$ 14.93 
$ 17.75 
$ 20.33 
$ 19.95 
$ 21.80 
$ 10.63 
$ 2.46 
$ 2.84 
$ 3.44 
$ 3.83 
$ 34.26 
$ 33.59 

$ 9.37 
$ 20.00 

$ 10.18 
$ 15.43 
$ 20.13 
$ 10.02 
$ 11 .69 
$ 16.90 

$ 23.09 
$ 27.41 
$ 31 .28 

$ 36.43 
$ 35.41 
$ 9.88 
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Customer Charge 
Demand Charge 

Contract Demand per kW 
Excess Demand per kW 

Energy Charge per kWh 

SCHEDULE10 
INDUSTRIAL 

SPECIAL CONTRACT 
RATE 15 (INTERRUPTIBLE) 

Customer Charge 
Demand Charge 

Contract Demand per kW 
Excess Demand per kW 

Energy Charge per kWh 
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$1 ,220.00 

$ 7.17 
$ 9.98 
$ 0.04966 

$5,454.00 

$ 6.98 
$ 2.78 
$ 0.04313 
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STAFF REPORT 

ON 

NEBO WATER DISTRICT 

CASE NO. 2016-00435 

Nebo Water District ("Nebo District") is a water utility district organized pursuant 

to KRS Chapter 7 4 that owns and operates a water distribution system through which it 

provides retail water service to approximately 1,564 customers that reside in Hopkins 

County, Kentucky.1 On December 15, 2016, Nebo District tendered an application 

("Application") to the Commission requesting to increase its water service rates 

pursuant to 807 KAR 5:076. To ensure the orderly review of the Application, the 

Commission established a procedural schedule by Order dated January 13, 2017. 

Nebo District based its requested rates on a historical test period that coincides 

with the reporting period shown in its most recent Annual Report on file with the 

Commission at the time it filed the Application, the calendar year ended December 31, 

2015, as required by 807 KAR 5:076, Section 9. 

The rates requested by Nebo District would increase the monthly bill of a typical 

residential customer2 by $6.92, from $35.99 to $42.91, or approximately 19.23 percent, 

and would generate $153,495 in additional annual water sales revenues, a 19.22 

percent increase. Nebo District presented financial exhibits in the Application that show 

1 Annual Report of Nebo Water District to the Public Service Commission for the Calendar Year 
Ended December 31, 2015 ("Annual Reporf') at 12 and 54. 

2 A typical residential customer purchases 4,000 gallons of water per month through a 5/8-inch x 
3/4-inch meter. 



how Nebo District calculated the amount of the requested revenue increase. The 

exhibits are summarized below in condensed form. 

Pro Forma Operating Expenses $ 934,788 
Plus: Average Annual Principal and Interest Payments 21,101 

Additional Working Capital 2,110 

Overall Revenue Requirement 957,999 
Less: Other Operating Revenue 

Interest Income (5,720) 

Revenue Required from Rates 952,279 
Less: Pro Forma Present Rate Service Revenues (798,784) 

Required Revenue Increase $ 153,495 
Pecent Increase 19.22% 

To determine the reasonableness of the rates requested by Nebo District, Staff 

performed a limited financial review of Nebo District's test-year operations. The scope 

of Staffs 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 and immaterial discrepancies were not necessarily pursued 

or addressed. 

Staffs findings are summarized in this report. Ariel Turnbull reviewed the 

calculation of Nebo District's Overall Revenue Requirement. Sam Reid reviewed Nebo 

District's reported revenues and rate design. 

Summary of Findings 

1. Overall Revenue Reguirement and Reguired Revenue Increase. By 

applying the Debt Service Coverage ("DSC") method, as generally accepted by the 
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Commission, Staff found that Nebo District's Overall Revenue Requirement is $940,129 

and that a $109,430 revenue increase, or 13.65 percent, to pro forma present rate 

revenues is necessary to generate the Overall Revenue Requirement. 

2. Water Service Rates. Nebo District proposes to increase its current water 

service rates by approximately 19.22 percent evenly across the board. Nebo District 

has not performed a cost-of-service study ("COSS"). 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 COSS. Staff finds that an across-the-board increase is 

the appropriate means to allocate the increased revenue requirement. The rates set 

forth in Attachment A of this report are based upon the revenue requirement as 

calculated by Staff and will produce sufficient revenues from water sales to recover the 

$940,129 Revenue Requirement determined by Staff, an approximate 13.65 percent 

increase. These rates will increase a typical residential customer's monthly water bill 

from $35.99 to $40.90, an increase of $4.91, or approximately 13.64 percent. 

3. Depreciable Lives. In this report, Staff finds that the current depreciable 

lives assigned to some of Nebo District's assets should be revised for ratemaking 

purposes. Any depreciable lives approved by the Commission in this proceeding for 

rate making purposes should be used by Nebo District for all future accounting and 

reporting purposes. No adjustment to accumulated depreciation or retained earnings 

should be made to account for the effect of this change in accounting estimate. 

Pro Forma Operating Statement 

Nebo District's Pro Forma Operating Statement for the test year ended 

December 31 , 2015, as determined by Staff, appears below. 
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Test Year Adjustment (Ref.) Pro Forma 
Operating Revenues 

Sales of Water $ 870,912 $ (69,043) (A) $ 801 ,869 
Miscellaneous Service Revenue 18,776 4,334 (A) 23,110 

Total Operating Revenues 889,688 (64,709) 824,979 

Operating Expenses 
Operation and Maintenance Expenses 

Salaries and Wages- Employees 181 ,046 (3,300) (B) 177,746 
Salaries and Wages - Commissioners 13,200 13,200 
Employee Pensions and Benefits 49,405 49,405 
Purchased Water 470,068 31 ,364 (C) 

(64,979) (D) 436,453 
Purchased Power for Pumping 14,303 14,303 
Materials and Supplies 38,632 (3,300) (B) 35,332 
Contractual Services 16,130 16,130 
Transportation Expenses 16,007 16,007 
Insurance 17,458 17,458 
Bad Debt Expense 1,626 1,626 
Advertising Expenses 230 230 
Regulatory Commission Expense 2,048 2,048 
Miscellaneous Expense 25,757 (4,800) (E) 20,957 

Total Operation and Maintenance Expenses 845,910 (45,015) 800,895 
Taxes Other Than Income 16,750 16,750 

126,555 189 (B) 
Depreciation {29,434~ (F) 97,310 

Total Operating Expenses 989,215 (74,260) 914,955 

Net Operating Income (99,527) 9,551 (89,976) 
Interest hcome 3,320 3,320 
Nonutility Income 6,600 (4,200) (B) 2,400 

Income Available to Service Debt $ (89,607) $ 5,351 $ (84,256) 

(A) Billing Analysis Adjustment. Nebo District provided a billing analysis with 

its Application that calculated water sales revenue based on water sales for the 12-

month period ended October 16, 2016. During its review, Staff found that the billing 

analysis provided in the Application was based on information outside of the 2015 test 

period . Staff assisted Nebo District with the preparation of the normalized billing 

analysis set forth in Attachment B. The test-year normalized revenue for water sales 
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determined by Staff is $801 ,869. The normalized billing analysis results in a decrease 

to test-year Sales of Water of $69,043 and an increase to Miscellaneous Service 

Revenue of $4,334. The required adjustments are explained as follows: 

Reclassification of Revenue 

Nebo District reported water sales revenue in its 2015 Annual Report of 

$870,912. Nebo District included $4,334 of Miscellaneous Service Revenue in water 

sales in its 2015 annual report. Staff reclassified the $4,334 to other operating 

revenues. 

Purchased Water Adjustment 

Nebo District applied to the Commission for a rate increase pursuant to 807 KAR 

5:068 and was granted the increase by Commission Order dated March 22, 2016, in 

Case No. 2016-00103,3 increasing test-year normalized revenues by $25,332. 

Adjustment for Reduced Sales 

Subsequent to the test year, Nebo District experienced a reduction in water sales 

to coal industry customers. The billing analysis in Attachment B uses billing data from 

Nebo District's software for the test period and reflects the reduction in water sales, 

reducing test-year normalized revenues by $90,041 . 

(B) Capitalization of Test-Year Meter Installations. During the test year, Nebo 

District installed six new 5/8-inch x 3/4-inch meter connections to its distribution system 

3 Case No. 2016-00103, Purchased Water Adjustment Filing of Nebo Water District (Ky. PSC 
Mar. 22, 2016). 
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with an estimated total cost of $6,600.4 Nebo District reported the entire cost of these 

installations as an expense in its books of original entry at the time they were 

constructed, and in tum failed to remove the expense and capitalize the installations as 

Plant in Service and depreciate their cost over their estimated useful lives, as required 

by the Uniform System of Accounts ("USoA").5 

To correct this accounting error in pro forma operations, Staff removed the 

estimated cost of these connections from test-year expenses and included a provision 

for their recovery in pro forma depreciation expense. Ideally, Staff would have reduced 

each of the expense accounts that contain installation costs by a portion of the 

capitalized costs, but, for simplicity, Staff decreased wages expense and materials and 

supplies expense, by $3,300 each, or one half of the total estimated cost. Using this 

abbreviated method does not have a material effect on the results of Staff's analysis of 

Nebo District's operations. Staff increased pro forma depreciation expense $189 to 

reflect the capitalization of the tap fees.6 

4 Nebo District does not utilize a work-order system to track the actual cost of constructing new 
plant. Absent such a system, the actual cost of the meter installations is unknown and must be 
estimated. Staff estimated this cost to be $6,600 by multiplying Nebo District's current $1 ,100 tap fee for 
a 5/8-inch x 3/4-inch meter installation by the number of new connections installed in 2015. Staff finds 
that this method produces a reasonable estimate of the total test-year meter installations costs, since the 
tap fee represents Nebo District's average installations cost for a meter of this size. 

5 USoA, Accounting Instruction 19 and 33. 

6 

Estimated Cost of Taps 

Di'<1de by: 35 Years 

Adjustment to Pro Forma Depreciation 
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$ 6,600 

35 

$ 189 
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Additionally, Nebo District recorded the collections for its meter connections for 

the test year as Nonutility Income rather than transferring the balance to Account 215.2, 

Donated Capital, as required by the USoA. 7 Staff decreased Nonutility Income by 

$4,200, the amount that was collected during the test year. 

(C) Increase to Wholesale Water Rate. Nebo District purchases wholesale 

water from the city of Madisonville ("Madisonville") and Webster County Water District. 

Subsequent to the test year, Madisonville increased the wholesale rate charged to Nebo 

District. Madisonville's current rate is $4.13 per thousand gallons. Staff increased 

Nebo District's test-year purchased water expense by $31,264 to account for the current 

rate in pro forma operations.8 

(D) Purchased Water Expense- Lost Revenue. In its Application, Nebo 

District requested to decrease its purchased water expense by $23,812, stating this was 

due to a sharp decline in metered sales in 2016, which ultimately resulted in a reduced 

purchased water cost. During its review, Staff determined that Nebo District's industrial 

accounts had experienced a sharp decline in water usage from the year ended 

December 31 , 2015, compared to the year ended December 31 , 2016. Nebo District 

stated that this was a result of a reduction of operations at local coal mines in the area. 

7 USoA, page 86 and 87. 

8 

Water Purchased in 201 5 (omit OOO's) 

limes: 201 6 Rate 

Purchased Water Cost 

Less: Test Year 

Adjustment 
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$ 

$ 

121,41 2 

4.13 

501,432 

(470,068) 

31,364 
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Staff agrees that Nebo District's revenue, as discussed above, should be 

adjusted downward according to the reduced customer usage, and a corresponding 

adjustment downward to purchased water expense should be made as well. 

As calculated below, Staff determined from the reduced usage, adjusted for 

Nebo District's water loss, that a decrease of $64,969 to purchased water expense is 

warranted. 

Gallons of Water Not Sold 
Times: Water Loss Adjustment 

Total Gallons of Water Not Sold 
Divide by: 

Gallons Not Sold (omit OOO's) 
Times: 2016 Purchased Water Rate 

Downward Adjustment 

13,940,200 
1.128636 

15,733,412 
1,000 

15,733 
$ 4.13 

$ 64,979 

(E) Incentive Pay. During the test year, Nebo District awarded its employees 

$4,800, in the form of gift cards, which they termed as "Incentive Pay." It is the 

Commission's historic practice to exclude, for ratemaking purposes, annual bonuses 

that are paid to employees. Accordingly, Staff reduced Miscellaneous Expense by 

$4,800 to remove the Incentive Pay from test-year operations. 

(F) Depreciation. In its Application, Nebo District requested to adjust the lives 

of certain assets that appear on Nebo District's depreciation schedule for the year 

ended December 31, 2015. Among these assets were Structures and Improvements, 

Distribution Reservoirs, Transmission Mains, Meters and Meter Installations, Office 

Equipment, Transportation Equipment, Power Operated Equipment, and 

Communications Equipment. While Staff agrees with the adjustments to the lives that 
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were in Nebo District's Application, Staff does not agree with the methodology used to 

generate the total depreciation expense adjustment in Nebo District's Table A, 

"Depreciation Expense Adjustments." Staff has recalculated the depreciation expense 

adjustment, using the lives proposed by Nebo District, but reverses the error in 

methodology made in its Application. Staff's total adjustment is summarized below. 

Adjustment to Account for Changes to Depreciable Lives 
Adjustment to Remove Test-Year Depreciation Expense 
on Assets that Had Become Fully Depreciated 

Adjustment to Remove Effects of Negative Depreciation 
during the Test Year 

Adjustment for New Asset Placed into Service 

Total Adjustment to Test-Year Depreciation Expense 

Change to Depreciable Lives 

$ 

$ 

(32,278) 

(654) 

1,548 
1,950 

(29,434) 

In its Application, Nebo District requested to decrease depreciation in the total 

amount of $30,615 to adjust the lives of certain water assets that were outside the 

ranges recommended by the National Association of Regulatory Utility Commissioners 

("NARUC") in its publication, "Depreciation Practices for Small Water Utilities" ("NARUC 

Study"). 

The NARUC Study provides a range of average service lives that are assigned to 

water plant account groups by water utilities across the country that design, install , and 

maintain their water systems in accordance with good engineering practices. It 

concludes that the ranges are intended to be used as a guide by state regulatory 

commissions and other water utilities when developing depreciable lives to be assigned 

to water plant account groups. For example, the NARUC Study found that transmission 
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and distribution mains are depreciated between 50 and 75 years. Lives outside the 

NARUC ranges are acceptable when conditions warrant alternative lives. 

When evaluating a water district's depreciable lives, the Commission considers 

an asset group's construction materials, condition, and other factors to determine an 

appropriate depreciable life that falls either inside or outside of the NARUC ranges. The 

Commission has assigned lives at the short end and long end of the NARUC ranges 

when evidence is presented to support such lives. For example, in Case No. 2012-

00309,9 the Commission found that Southern Water and Sewer District's mains should 

be depreciated using a 50-year life, the shortest life within the NARUC range, because 

the majority of its main had decayed at a more rapid rate than originally anticipated. In 

Case No. 2012-00413,10 the Commission accepted Staffs finding that the depreciable 

life assigned to Pendleton County Water District's mains should be 75 years because 

they were thought to be free of noticeable decay and in excellent condition. 

When no evidence exists to support a specific life that is inside or outside the 

NARUC ranges, the Commission has used the mid-point of the NARUC ranges to 

depreciate utility plant. In Case No. 2013-00154, the Commission found that 

Henderson County Water District ("Henderson District") was depreciating the cost of 

some main using a 40-year life and others using a 50-year life. Even though the 50-

year life is within the NARUC range, the Commission found that the depreciable life 

assigned to all of Henderson District's mains should be 62.5 years, the mid-point of the 

9 Case No. 2012-00309, Application of Southern Water and Sewer District for an Adjustment of 
Rates Pursuant to the Alternative Rate Filing Procedure for Small Utilities (Ky. PSC July 12, 2013). 

1° Case No. 2012-00413, Commission Staff Report on Pendleton County Water District (filed Oct. 
29,2012)at10. · 
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NARUC range, since no evidence was presented to support the 40-year or 50-year 

lives.11 

In its Application, Nebo District included a request to adjust the lives of its 

depreciable assets to put them within the NARUC range. Staff agrees that these 

adjustments to Nebo District's depreciable assets properly reflect, in all material 

respects, the lives that should be assigned to its assets for future reporting periods. 

Additionally, several assets that were either fully depreciated during the test year, or 

depreciated prior to the test year, were included in the Depreciation Expense 

Adjustments table in Nebo District's Application. Staff removed the items that were 

erroneously included and recalculated the adjustment to account for changes to 

depreciable lives as shown in Attachment C of this report. The changes made by Staff 

result in a decrease to depreciation in the amount of $32,278. 

Fully Depreciated Assets 

Test-year depreciation expense reported on assets listed below resulted in their 

full depreciation as of the end of the test year. As a result, depreciation expense will not 

accrue on these assets in future reporting periods. Accordingly, Staff removed their 

depreciation from Nebo District's test-year expenses, resulting in a decrease to 

depreciation in the amount of $654. 

11 Case No. 2013-00154, Application of Henderson County Water District for an Alternative Rate 
Filing (Ky. PSC Nov. 14, 201 3) at Appendix B. 

-11- Staff Report 
Case No. 2016-00435 



Description Shown In Service Test-Year 
in Ledger Date Expense 

Office Building 10/01 /85 $ (492) 
Meters 07/01 /94 (162) 

Total Expense Removed $ ~654~ 

Negative Depreciation 

Test-year depreciation expenses reported on assets listed below resulted in 

negative depreciation to be recorded during the test year. Nebo District did not have an 

explanation for this anomaly. Staff believes it was to correct a depreciation error in a 

prior year. Because this error would not occur normally, Staff removed the effects of the 

negative depreciation from Nebo District's test-year expenses, resulting in an increase 

to depreciation in the amount of $1 ,548. 

Description Shown 
in Ledger 

Booster Pump 
Radio Modem 

Total Expense Added 

In Service 
Date 

07/01 /93 
04/23/07 

New Asset 

Test-Year 
Expense 

236 
1,312 

$ 1,548 

During the test year, Nebo District recorded a new asset that was placed into 

service on December 1, 2015. Because the date the asset was placed into service was 

at the end of the test period, no depreciation was recorded in the test-year for this asset. 

Accordingly, Staff included an increase to test-year depreciation in the amount of 

$1 ,950 to recognize the new asset, as calculated below. 

-1 2- Staff Report 
Case No. 2016-00435 



Asset 
Orginal 

Cost 
Staff 
Life 

Current 
Depreciation 

Generator $34,127 17.5 $ 1,950 

Overall Revenue Requirement and Required Revenue Increase 

The Commission has historically applied a DSC method to calculate the Overall 

Revenue Requirement of water districts and water associations. 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; 12 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 Nebo District's and Staff's calculations of Nebo District's Overall 

Revenue Requirement and Required Revenue Increase using the DSC method is 

shown below. 

12 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 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 Wate"r 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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Nebo 
District Staff 

Pro Forma Operating Expenses $ 934,788 $ 914,955 
Plus: Average Annual Principal and Interest Payments 21 ,101 20,979 (1) 

Additional Working Capital 2,110 4,196 (2) 

Overall Revenue Requirement 957,999 940,129 
Less: Other Operating Revenue (23,110) 

Interest Income (5,720) (5,720) 

Revenue Required from Rates 952,279 911 ,299 
Less: Pro Forma Present Rate Service Revenues (798,784) (801 ,869) 

Required Revenue Increase $ 153,495 $ 109,430 
Pecent Increase 19.22% 13.65% 

(1) Average Annual Principal and Interest Payments. Nebo District currently 

has two outstanding loans, one payable to the Kentucky Infrastructure Authority and 

one payable to the Kentucky Rural Water Finance Corporation ("KRWFC"). In its 

Application , Nebo District requested recovery of the five-year average annual principal 

and interest payments on these loans due in 2016 through 2020 in the amount of 

$21,101. Staff finds, as shown below, that the average annual debt payment to be 

included in calculating Nebo District's Overall Revenue Requirement should be the five-

year average of the annual principal and interest payments on these loans during the 

years 2017 through 2021 , rather than the years 2016 through 2020 proposed by Nebo 

District. This five-year average of $20,979 will allow Nebo District recovery of the debt 
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payments that will be made during the anticipated life of the rates authorized by the 

Commission in this proceeding.13 

Five-Year Average of Debt Payments 

Year 

2017 
2018 
2019 
2020 
2021 

Total 
Divide by: 5 years 

Annual Debt 
Payment 

$ 21,009 
20,521 
21,013 
21,464 
20,887 

104,894 
5 

Average Annual Principal and Interest Payment $ 20,979 

(2) Additional Working Capital. The DSC method, as historically applied by 

the Commission, includes an allowance for additional working capital that is equal to the 

minimum net revenues required by a district's lenders that are above its average annual 

debt payments. In addition to depreciation expense, Nebo District requested recovery 

of an allowance for working capital that is equal to 11 0 percent of its average annual 

debt payments. 

KRWFC requires that Nebo District charge rates that produce net revenues that 

are at least 120 percent of its average annual debt payments. Following the 

Commission's historic practice, Staff calculated Nebo District's allowance for additional 

13 Generally, the anticipated life of a utility's service rates is based on the frequency of the utility's 
previous rate case filings, but no longer than five years, since rates tend to become obsolete due to 
changes that will likely occur to the utility's cost of service in a five-year period. 

A review of the Commission's electronic docket system shows that Nebo District last adjusted its 
monthly water service rates pursuant to 807 KAR 5:001 Section 16, in Case No. 2007-00081 , or, 
approximately ten years ago. Therefore, Staff finds that the anticipated life of the rates approved in this 
proceeding is five years. 
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working capital , based on a DSC ratio of 1.20, to be $4,196, as shown below. 14 Staff 

included this amount in the calculation of Nebo District's Overall Revenue Requirement. 

Average Annual Principal and Interest 
Times: DSC Coverage Ratio 

Total Net Revenues Required 
Less: Average Annual Principal and Interest Payments 

Additional Working Capital 

$ 20,979 

$ 

120% 

25,174 
(20,979) 

4,196 

14 Inclusion of the additional working capital in Nebo District's revenue requirement is not 
necessary for it to earn revenues that meet the minimum DSC ratio required by its lenders. As 
depreciation is a noncash item, it is excluded from the ratio calculation, which is actually a measure of 
cash flow. As shown below, Nebo District's minimum DSC ratio is met with or without the inclusion of 
additional working capital. 

0-..erall Re-.enue Requirement 

Less : Operating and Maintenance Expense 

Taxes Other Than Income 

Net Re-.enues 

Di\1ded by: A-.erage Annual Debt Payments 

DSC Ratio 
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With Additional 

Working Capital 

$ 940,129 

(800,895) 

(16,750) 

122,484 

20,979 

584% 

Without 

Additional 

Working Capital 

$ 935,933 

(800,895) 

(16,750) 

118,289 

20,979 

564% 
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ATIACHMENTA 

A TI ACHMENT TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 2016-00435 DATED MAR 2 8 2017 

Monthly Water Rates 

5/8- x 3/4- Inch Meter 
First 2,000 gallons $22.50 Minimum bill 
Next 2,000 gallons 9.20 per 1,000 gallons 
Next 6,000 gallons 8.70 per 1 ,000 gallons 
Next 10,000 gallons 8.21 per 1 ,000 gallons 
Over 20,000 gallons 7.70 per 1 ,000 gallons 

1-lnch Meter 
First 4,000 gallons $40.90 Minimum bill 
Next 6,000 gallons 8.70 per 1 ,000 gallons 
Next 10,000 gallons 8.21 per 1 ,000 gallons 
Over 20,000 gallons 7.70 per 1 ,000 gallons 

1 %-Inch Meter 
First 10,000 gallons $93.10 Minimum bill 
Next 10,000 gallons 8.21 per 1 ,000 gallons 
Over 20,000 gallons 7.70 per 1 ,000 gallons 

2-lnch Meter 
First 20,000 gallons $ 175.20 Minimum bill 
Over 20,000 gallons 7.70 per 1 ,000 gallons 

3-lnch Meter 
First 30,000 gallons $252.20 Minimum bill 
Over 30,000 gallons 7.70 per 1 ,000 gallons 

4-lnch Meter 
First 50,000 gallons $406.20 Minimum Bill 
Over 50,000 gallons 7.70 per 1 ,000 gallons 



ATTACHMENT B 

ATTACHMENT TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 

COMMISSION IN CASE NO. 2016-00435 DATED MAR 2 8 2017 
Normalized Billing Analysis for: Nebo Water District 
Test Period From: 1/1/15- 12/31/15 

Rates per final order in PWA case 2016-00103 
Meter Size Bills Gallons Sold Revenue 

5/8 inch 18,345 68,402,485 648,842.48 
5/8 multiple users 84 61 4,100 5,632.47 
1 inch 203 1,816,300 15,969.03 
1.5 inch 25 583,900 4,386.80 
2 inch 96 8,274,300 61 ,383.78 
4 inch 24 9,228,900 65,654.00 
Totals 18,777 88,919,985 $801,868.56 

5/8 INCH METER FIRST NEXT NEXT NEXT OVER 
USAGE BILLS GALLONS 2,000 2,000 6,000 10,000 20,000 TOTAL 

FIRST 2,000 5,198 5,583,300 5,583,300 5,583,300 
NEXT 2,000 7,008 21 ,165,900 14,016,000 7,149,900 21 ,165,900 
NEXT 6,000 5,518 31,397,885 11,036,000 11 ,036,000 9,325,885 31 ,397,885 
NEXT 10,000 512 6,684,800 1,024,000 1,024,000 3,072,000 1,564,800 6,684,800 

OVER 20,000 109 3,570,600 218,000 218,000 654,000 1,090,000 1,390,600 3,570,600 
18,345 68,402,485 31,877,300 19,427,900 13,051,885 2,654,800 1,390,600 68,402,485 

REVENUE BY RATE INCREMENT 
BILLS GALLONS RATE REVENUE 

FIRST 2,000 18,345 31,877,300 $19.79 $363,047.55 
NEXT 2,000 19,427,900 8.10 157,365.99 
NEXT 6,000 13,051,885 7.65 99,846.92 
NEXT 10,000 2,654,800 7.22 19,167.66 

OVER 20,000 1 390 600 6.77 9 414.36 
TOTAL 18,345 68,402,485 $648,842.48 

5/8 MULTIPLE USERS FIRST NEXT NEXT OVER 
USAGE BILLS GALLONS 4 ,000 6,000 10,000 20,000 TOTAL 

FIRST 4,000 23 65,100 65,100 65,100 
NEXT 6,000 42 299,900 168,000 131 ,900 299,900 
NEXT 10,000 18 228,900 72,000 108,000 48,900 228,900 
OVER 20,000 1 20,200 4,000 6,000 10,000 200 20,200 

84 614,100 309,100 245,900 58,900 200 614,100 

REVENUE BY RATE INCREMENT 
BILLS GALLONS RATE REVEMJE 

FIRST 4,000 84 309,100 $39.58 $3,324.72 
NEXT 6,000 245,900 7.65 1,881.14 
NEXT 10,000 58,900 7.22 425.26 

OVER 20,000 200 6 .77 1.35 
TOTAL 84 614,100 $5,632.47 

1 INCH METER FIRST NEXT NEXT OVER 
USAGE BILLS GALLONS 4,000 6,000 10,000 20,000 TOTAL 

FIRST 4,000 91 155,400 155,400 155,400 
NEXT 6 ,000 79 497,400 316,000 181,400 497,400 
NEXT 10,000 12 171,900 48,000 72,000 51,900 171 ,900 

OVER 20,000 21 991,600 84,000 126,000 210,000 571,600 991 ,600 
203 1,816,300 603,400 379,400 261 ,900 571,600 1,816,300 

REVENUE BY RATE INCREMENT 
BILLS GALLONS RATE REVENUE 

FIRST 4,000 203 603,400 $35.99 $7,305.97 
NEXT 6,000 379,400 7.65 2,902.41 
NEXT 10,000 261,900 7.22 1,890.92 

OVER 20,000 571 600 6 .77 3,869.73 
TOTAL 203 1,816,300 $15,969.03 



1 1/2 INCH METER 
USAGE BILLS GALLONS 

FIRST 10,000 5 46,200 
NEXT 10,000 12 158,500 

OVER 20,000 8 379,200 
25 583,900 

REVENUE BY RATE INCREMENT 
BILLS GALLONS 

FIRST 10,000 25 246,200 
NEXT 10,000 118,500 
OVER 20,000 219,200 

TOTAL 25 583,900 

2 1NCH METER 
USAGE BILLS GALLONS 

FIRST 20,000 43 332,300 
OVER 20,000 53 7,942,000 

96 8,274,300 

REVENUE BY RATE INCREMENT 
BILLS GALLONS 

FIRST 20,000 96 1,392,300 
OVER 20,000 6,882,000 

TOTAL 96 8,274,300 

41NCH METER 
USAGE BILLS GALLONS 

FIRST 50,000 12 195,600 
OVER 50,000 12 9,033,300 

24 9,228,900 

REVENUE BY RATE INCREMENT 
BILLS GALLONS 

FIRST 50,000 24 795,600 
OVER 50,000 8,433,300 

TOTAL 24 9,228,900 

-2-

FIRST 
10,000 
46,200 

120,000 
80,000 

246,200 

RATE 
$81.89 

7.22 
6.77 

FIRST 
20,000 
332,300 

1,060,000 
1,392,300 

RATE 
$154.09 

6.77 

FIRST 
50,000 
195,600 
600,000 
795,600 

RATE 
$356.69 

6.77 

NEXT OVER 
10,000 20,000 TOTAL 

46,200 
38,500 158,500 
80,000 219,200 379,200 

118,500 219,200 583,900 

REVENUE 
$2,047.25 

855.57 
1,483.98 

$4,386.80 

OVER 
20,000 TOTAL 

332,300 
6,882,000 7,942,000 
6,882,000 8,274,300 

REVENUE 
$14,792.64 

46,591 .14 
$61 ,383.78 

OVER 
50,000 TOTAL 

195,600 
8,433,300 9,033,300 
8,433,300 9,228,900 

REVENUE 
$8,560.56 
57,093.44 

$65,654.00 

Attachment B 
Case No. 2016-00435 



ATIACHMENTC 

A TI ACHMENT TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 2016-00435 DATED MAR 2 8 2017 

In Service Original Depreciable Pro Forma Less: 
Description Shown in Ledger Date Cost Life Expense Test Year Adjustment 

Structures and Improvements 
Office Addition 07/01/96 $ 17,280 40 $ 432 $ (576) $ {144) 
Building 07/01/02 11,857 40 296 (395) (99) 
Fence 09/01/09 11,740 30 391 (587) (196) 
40 X 60 BLilding 06/01 /10 19,200 40 480 (640) {160) 

Distribution Reservoirs 
Reservoirs 07/01 /81 237,651 50 4,753 (5,941) (1 ,188) 
Reservoirs 07/01/91 1,066 50 21 (27) (6) 
Reservoirs 07/01/92 138,746 50 2,775 (3,487) (712) 
Reservoirs 07/01/93 4,484 50 90 (112) (22) 
Tank Rehab 06/01/12 118,462 25 4,738 (3,949) 789 
Tank Rehab 06/01/04 39,600 20 1,980 (1 ,320) 660 
Tank Rehab 09/01/04 49,964 20 2,498 (1 ,665) 833 
Tank Rehab 04/01/07 175,288 20 8,764 (5,843) 2,921 

Transmission and Distribution 
Mains 07/01/81 1,310,972 62.5 20,976 (32,774) (11 ,798) 
Mains 07/01/84 5,934 62.5 95 {148) (53) 
Mains 07/01 /86 15,073 62.5 241 (377) (136) 
Mains 07/01 /87 9,606 62.5 154 (240) (86) 
Mains 07/01/88 15,172 62.5 243 (379) {136) 
Mains 07/01/90 16,384 62.5 262 {410} (148) 
Mains 07/01/92 227,037 62.5 3,633 (5,676) {2,043) 
Mains 07/01/93 196,244 62.5 3,140 {4,906) (1,766} 
Mains 07/01/94 51 ,737 62.5 828 (1 ,293) (465) 
Mains 07/01/95 12,981 62.5 208 (325) (117) 
Mains 07/01/96 11,492 62.5 184 (287) (103) 
Mains 07/01/97 6,556 62.5 105 (164) (59) 
Mains 07/01/98 404 62.5 6 {1 0) {4) 
Mains 07/01/99 4,905 62.5 78 (123) (45) 
Mains 07/01/99 300 62.5 5 (8) (3) 
Mains 06/01/06 10,954 62.5 175 (274) (99) 
Mains 12/01/08 6,026 62.5 96 (151) (55) 
Mains 03/01/09 1,197 62.5 19 (30) {11) 
Line Extension 12/01 /10 493,957 62.5 7,903 (12,349) (4,446} 
Motor 12/01 /11 28,874 62.5 462 (722) (260) 
Line Extension 12/01 /11 138,356 62.5 2,214 (3,459) (1 ,245) 
Line Extension 12/31 /14 29,334 62.5 469 (733) (264) 



In Service Original 
Description Shown in Ledger Date Cost 

Meters and Meter Installations 
Meters 07/01/09 14,171 

Office Eqtipment 
Computer-Mark 06/30/10 600 
Computer & Billing Software 06/30/11 14,320 
Copier 06/30/11 1,078 
Computer & Software 06/30113 8,544 

Transportation Equipment 
2014 Ford Pickup 09/1 5/14 28,801 
2011 Ford F-350 06/30/11 35,277 

Power Operated Equipment 
Boring Machine 11 /01/10 10,282 
Ditchwitch Trencher 06/30/11 19,000 
Dump Bed 06/30/12 3,594 
Excavator 06/30/14 67,320 
Hobart Generator 12/18/14 850 

Communications Equipment 
Radio Modem 06/01 /11 2,665 

Total Adjustment for Change to Depreciable Lives 

-2-

Depreciable 
Life 

35 

10 
10 
10 
10 

7 
7 

10 
10 
10 
10 
10 

10 

Pro Forma Less: 
Expense Test Year Adjustment 

405 (1,417) (1 ,012) 

60 (86) (26) 
1,432 (2,046) (614) 

108 (154) (46) 
854 (1 ,221) (367) 

4,114 (5,760) (1 ,646) 
5,040 (7,055) (2,015) 

1,028 (1 ,469) (441) 
1,900 (3,800) (1 ,900) 

359 (719) (360) 
6,732 (9,617) (2,885) 

85 (121) (36) 

267 (533) (267} 

$ p2,278l 

Attachment C 
Case No. 2016-00435 
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COMMONWEAL TH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION FOR RATE ADJUSTMENT 
OF NEBO WATER DISTRICT 

ORDER 

CASE NO. 
2016-00435 

On December 15, 2016, Nebo Water District ("Nebo District") tendered an 

application ("Application") to the Commission requesting to increase its water service 

rates pursuant to 807 KAR 5:076. To ensure the orderly review of the Application, the 

Commission established a procedural schedule by Order dated January 13, 2017, 

which, among other things, required Commission Staff ("Staff") to file a report containing 

its findings regarding the rates requested by Nebo District. The Attorney General ("AG") 

filed a motion to intervene in this proceeding, and the Commission granted the AG's 

motion to intervene by an Order entered on January 31, 2017. 

On March 28, 2017, Staff issued a report ("Report") summarizing its findings. In 

its Report, Staff found that Nebo District's adjusted test-year operations support an 

overall revenue requirement in the amount of $940, 129 and that an annual revenue 

increase in the amount of $109,430, or 13.65 percent, is necessary to generate the 

overall revenue requirement. Staff further found that the revenue increase should be 

distributed evenly among Nebo District's current water service rates. 

On April 5, 2017, Nebo District filed with the Commission its comments on Staff's 

report wherein it agreed with Staff's findings and requested that the case stand 

submitted to the Commission for a decision without holding an informal conference or a 



formal hearing.1 On April 11, 2017, the AG submitted written comments to the Staff 

Report. The AG stated that he "concurs with the Staff Report's recommendation to 

lower the proposed revenue increase and encourages the District to continue managing 

expenses in light of the recent decline in revenue from the local coal industry."2 The AG 

stated that he did not believe a formal hearing to be necessary.3 

BACKGROUND 

Nebo Water District is a water district organized pursuant to KRS Chapter 74. It 

owns and operates a water distribution system through which it provides water service 

to approximately 1,564 customers that reside in Hopkins County, Kentucky.4 Nebo 

District does not produce any of its own water; rather, it purchases its water from the 

city of Madisonville and Webster County Water District. Nebo District's last general rate 

adjustment occurred in April 2007.5 

TEST PERIOD 

The calendar year ended December 31, 2015, should be used as the test year to 

determine the reasonableness of Nebo District's existing and proposed water rates, as 

required by 807 KAR 5:076, Section 9. 

1 Letter from J.E. Ellis, Chairman, Nebo Water District, to Talina R. Mathews, Executive Director, 
Public Service Commission (Apr. 5, 2017). 

2 AG's Comments (filed Apr. 11 , 2017) at 4. 

3 Id. 

4 Annual Report of Nebo Water District to the Public Service Commission for the Calendar Year 
Ended December 31 , 2015 (''Annual Report'? at 12 and 54. 

5 Case No. 2007-00081, Application of Nebo Water District for Approval of Increased Rates for 
Water Service (Ky. PSC Apr. 19, 2007). 
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MODIFICATIONS TO STAFF'S FINDINGS 

Nebo District proposed three adjustments to revenues and expenses to reflect 

current and expected operating conditions. In its Report, Staff modified these 

adjustments and proposed additional adjustments. The Commission accepts the 

findings contained in the Staff Report except for the recovery of costs for employee 

health and dental insurance premiums as discussed below. 

Employee Contribution for Health and Dental Insurance Premiums 

Nebo District currently pays 100 percent of the monthly premiums for health 

insurance for its employees, their spouses, and dependents. Additionally, Nebo District 

currently pays 100 percent of monthly premiums for dental insurance. The Commission 

expects Nebo District to increase its efforts to reduce expenses related to employee 

benefits by establishing a policy that requires employees to pay a portion of their 

healthcare and dental insurance premiums. The Commission finds that Nebo District 

should exercise financial prudence and reduce expenses by limiting contributions to its 

employees' health care and dental plans to levels more commensurate with those of 

other businesses. 

Accordingly, the Commission will adjust test-year expenses for health insurance 

premiums for employees based on national average employee contribution rates. The 

Commission has reduced expenses for health insurance premiums for salaried 

employees with family health coverage $11,709, based on a 32 percent employee 

contribution rate, and for salaried employees with single coverage, $996 based on a 21 
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percent employee contribution rate.6 The Commission has also reduced expenses for 

dental insurance premiums for employees $956, based on a 60 percent employee 

contribution rate.7 

DEPRECIATION 

Nebo District presently uses service lives for various water assets that are at 

variance with those found in a survey of the National Association of Regulatory Utility 

Commissioners ("NARUC") of "average service lives currently being used by water 

utilities throughout the country for water facilities designed and installed and maintained 

in accordance with good water works practice."8 However, Nebo District's application 

proposed to adjust all asset service lives to be within the range of service lives set forth 

in the NARUC Survey. The Commission has previously used the NARUC Survey to 

establish the service lives of water assets when there is no evidence in the record that 

supports alternative lives.9 Nebo District's adjustment of service lives for water assets 

to conform to the NARUC Survey is reasonable, and should be used for ratemaking and 

accounting purposes in all future reporting periods. 

6 Bureau of Labor Statistics, Healthcare Benefits, March 2016, Table 10, private industry workers. 
(https://www.bls.gov/ncs/ebs/benefits/2016/ownership/private/table1 Oa.pdf). 

7 The Willis Benefits benchmarking Survey, 2015, at 62. 
(https://www.willis.com/documents/publications/Services/Employee Benefits/20151230 2015WillisBenefit 
sBenchmarkingSurveyReport.pdf). 

8 National Association of Regulatory Utility Commissioners, Depreciation Practices for Small 
Water Utilities (Aug. 15, 1979) at 11. 

9 Case No. 2006-00398, Application of Northern Kentucky Water District for Approval of 
Depreciation Study (Ky. PSC Nov. 21 2007); and Case No. 2012-00278, Application of Graves County 
Water District for an Adjustment in Rates Pursuant to the Alternative Rate Filing Procedure for Small 
Utilities (Ky. PSC Sept. 5, 2012). 
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SUMMARY OF REVENUE AND EXPENSES 

The Commission finds, based on its modifications to the findings of the Staff 

Report, Nebo District's pro forma operations should be as follows: 

Staff 
Pro Forma 
Operations 

Commission 
Adjustments 

Commission 
Pro Forma 
Operations 

Operating Revenues 
Operating Expenses 

Net Operating Income 
Interest Income 
Nonutility Income 

$824,979 
914,955 

(89,976) 
3,320 
2,400 

$ 824,979 
(13,661) 901,294 

13,661 (76,315) 
3,320 
2,400 

Income Available for Debt Service $ (84,256) $ 13,661 $ (70,595) 

REVENUE REQUIREMENTS 

Based upon the Commission's findings and determinations herein, Nebo District 

requires an increase in revenues of $95,769, or 11.94 percent above proforma present 

rate revenues, as shown below: 

Pro Forma Operating Expenses 
Plus: Average Annual Principal and Interest Payments 

Additional Working Capital 

Overall Revenue Requirement 
Less: Other Operating Revenue 

Interest Income 

Revenue Required from Rates 
Less: Pro Forma Present Rate Service Revenues 

Required Revenue Increase 
Percentage Increase 

-5-

$901 ,294 
20,979 

4,196 

926,468 
(23,110) 

(5,720) 

897,638 
(801,869) 

$ 95,769 
11.94% 

Case No. 2016-00435 



RATE DESIGN 

Nebo District proposed to increase its current water service rates by an even, 

across-the-board percentage increase based on the percentage increase in revenue 

required from rates. The Commission finds that in the absence of a cost-of-service 

study, the proposed method is an appropriate and equitable method to allocate the 

increased cost to Nebo District's customers. The rates in the Appendix attached to this 

Order will produce water rate revenues of $897,638, the revenue requirement 

determined reasonable by the Commission herein. The monthly bill of a typical 

residential customer using 4,000 gallons will increase from $35.99 to $40.29, an 

increase of $4.30, or 11.95 percent. 

SUMMARY 

The Commission, after consideration of the evidence of record and being 

otherwise sufficiently advised, finds that: 

1. The rates proposed by Nebo District would produce revenues in excess of 

the amount found reasonable herein and should be denied. 

2. The rates set forth in the Appendix to this Order are the fair, just, and 

reasonable and should be approved. 

IT IS THEREFORE ORDERED that: 

1. The rates proposed by Nebo District are denied. 

2. The rates set forth in the Appendix to this Order are approved for services 

rendered by Nebo District on and after the date of this Order. 

3. Within 20 days of the date of this Order, Nebo District shall file with this 

Commission, using the Commission's electronic Tariff Filing System, new tariff sheets 
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setting forth the rates and charges approved herein and their effective date, and stating 

that the rates and charges were authorized by this Order. 

4. Nebo District shall use the Commission-approved service lives set forth in 

detail in Attachment C to the Staff Report, and as summarized below, to depreciate 

water plant assets for accounting purposes in all future reporting periods. No 

adjustment to accumulated depreciation, or retained earnings should be made to 

account for this change in accounting estimate. 

Executive Director 

Structures and Improvements 
Distributions Reservoirs 
Transmission and Distribution Mains 
Meters and Meter Installations 

30, 40 
20, 25,50 

62.5 
35 
10 
7 
10 
10 

Office Equipment 
Transportation Equipments 
Power Operated Equipment 
Communications Equipment 

By the Commission 

ENTERED 

JUN 05 2017 
KENTLJCKY PUBLIC 

SERVICE COMMISSION 

Case No. 2016-00435 



APPENDIX 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 2016-00435 DATED JUN 0 5 2017 

The following rates and charges are prescribed for the customers in the area 

served by Nebo Water District. All other rates and charges not specifically mentioned 

herein shall remain the same as those in effect under authority of the Commission prior 

to the effective date of this Order. 

5/8-lnch Meter 
First 2,000 Gallons 
Next 2,000 Gallons 
Next 6,000 Gallons 
Next 10,000 Gallons 
Over 20,000 Gallons 

1-lnch Meter 
First 4,000 Gallons 
Next 6,000 Gallons 
Next 10,000 Gallons 
Over 20,000 Gallons 

1 %-Inch Meter 
First 10,000 Gallons 
Next 10,000 Gallons 
Over 20,000 Gallons 

2-lnch Meter 
First 20,000 Gallons 
Over 20,000 Gallons 

3-lnch Meter 
First 30,000 Gallons 
Over 30,000 Gallons 

4-lnch Meter 
First 50,000 Gallons 
Over 50,000 Gallons 

Monthly Water Rates 

$ 22.15 Minimum Bill 
9.07 Per 1,000 Gallons 
8.57 Per 1,000 Gallons 
8.08 Per 1,000 Gallons 
7.58 Per 1,000 Gallons 

$ 40.29 Minimum Bill 
8.57 Per 1 ,000 Gallons 
8.08 Per 1 ,000 Gallons 
7.58 Per 1,000 Gallons 

$ 91.71 Minimum Bill 
8.08 Per 1,000 Gallons 
7.58 Per 1,000 Gallons 

$ 172.51 Minimum Bill 
7.58 Per 1,000 Gallons 

$248.31 Minimum Bill 
7.58 Per 1,000 Gallons 

$ 399.91 Minimum Bill 
7.58 Per 1,000 Gallons 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF WESTERN LEWIS 
RECTORVILLE WATER AND GAS DISTRICT 
FOR RATE ADJUSTMENT FOR SMALL 
UTILITIES PURSUANT TO 807 KAR 5:076 

NOTICE OF FILING OF STAFF REPORT 

CASE NO. 
2017-00074 

Notice is hereby given that, in accordance with the Commission's Order of May 25, 

2017, the attached report containing the findings of Commission Staff regarding the 

Applicant's proposed rate adjustment has been fi led in the record of the above-styled 

proceeding. Pursuant to the Commission's May 25, 2017, Order, Western Lewis 

Rectorville Water and Gas District is required to fil e written comments regarding the 

findings of Commission Staff no later than 14 days from the date of this report. 

DATED __ J::....:=Ul-=--..;.1__;_7_2_017_ 

cc: Parties of Record 



STAFF REPORT 

ON 

WESTERN LEWIS RECTORVILLE WATER AND GAS DISTRICT 

CASE NO. 2017-00074 

Western Lewis Rectorville Water and Gas District ("Western Lewis") provides gas 

service to approximately 527 residential and commercial/industrial customers residing in 

Lewis and Mason counties, Kentucky.1 On February 14, 2017, Western Lewis tendered 

an application ("Application") to the Commission pursuant to 807 KAR 5:076 requesting 

to adjust its base gas rates. After Western Lewis corrected filing deficiencies, its 

Application was accepted for filing on March 6, 2017. 

To ensure the orderly review of the Application , the Commission established a 

procedural schedule by Order dated March 16, 2017. On May 11 , 2017, Western Lewis 

moved for an extension of time to file its responses to Staff's Second Request for 

Information ("Staff's Second Request"), stating that it required the extra time to be able to 

fully and completely respond to Commission Staff's ("Staff") inquiries. In its May 25, 2017 

Order, the Commission found good cause to grant Western Lewis's request to file its 

responses to Staff's Second Request on or before May 26, 2017, and extended the date 

the Staff Report would be issued from June 9, 2017 to July 10, 2017. 

To comply with the requirements of 807 KAR 5:076,2 Section 9, Western Lewis 

used the calendar year ended December 31 , 2015, as the basis for its Appl ication. 

1 Annual Report of Western Lewis Rectorville Water and Gas District Gas Division to the Public 
Service Commission for the Calendar Year Ended December 31, 2015 ("2015 Annual Report") at 9 and 26. 

2 The reasonableness of the proposed rates shall be determined using a twelve (12) month 
historical test period, adjusted for known and measureable changes, that coincides with the reporting period 
of the applicant's annual report for the immediate past year. 



Western Lewis calculated its requested revenue requirement using the operating 

ratio method historically accepted by the Commission.3 Pursuant to this method, the 

allowable revenue requirement is calculated by dividing pro forma operating expenses by 

88 percent. Using operations reported for the test year, Western Lewis determined that 

a revenue increase of $194,301 , or 50.51 percent, is warranted.4 However, the base gas 

rates requested by Western Lewis will actually produce a revenue increase of $383,384, 

or 466 percent over test-year revenues from base gas rates of $82,255. According to 

Western Lewis, its requested rates would increase the monthly bill of an average 

customer by $50.51, from $29.58 to $80.09, or approximately 171 percent.5 

In the Application, Western Lewis provided financial exhibits in support of the 

Overall Revenue Requirement and Required Revenue Increase as summarized below. 

3 An operating ratio measures the difference between operating revenues and operating expenses. It is 
defined by the following equation . 

Operating 
Ratio = 

Operation & Maintenance Exp. +Depreciation+ Taxes 

Gross Revenues 

The Commission has found that the operating ratio is a reasonable and necessary alternative to the rate 
of return method for calculating the allowable NOI for small investor owned utilities. Specifically, it has found that 
the rate of return method cannot be used because there is "no basis" upon which to determine a rate of return 
for these utilities, Case No. 95-236, Application of Thelma Waste Control, Inc. for a Rate Adjustment Pursuant to 
the Alternative Rate Filing Procedure for Small Utilities (Ky. PSC. Apr. 15, 1996) at 6. Further, it has found that 
the operating ratio method is appropriate when plant investment is low and operating expenses are high, Case 
No. 7982, Notice of Application of Fern Lake Company (Ky. PSC. Aug . 27, 1981) at 3. 

4 Application, ARF Form 1 - Attachment RR-OR - January 2014. $578,962 (Total Revenue 
Requirement from Rates Service including PGA Revenues) - $384,661 (Reported Test-Year Revenues 
including PGA Revenues) = $194,301 ~ $384,661 = 50.51 %. 

5 /d. Customer Notice. 
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Pro Forma Income Statement 

Pro Forma Pro Forma 
Account Ti tles Test Year Adjustments oeerations 

Operating Revenues: 
Gas Service Revenues $ 384,661 $ 143,568 $ 528,229 
Other Gas Revenues 10,000 10,000 

Total Gas Operating Revenues 394,661 143,568 538,229 

Operating Expenses: 
Operation and Maintenance Expenses: 

Other Gas Supply Expenses 174,148 174,148 
Distribution Expenses 9,145 60,000 69,145 
Administrative & General Expenses 237,261 23,300 260,561 

Total Gas Operation & Maint Exp. 420,554 83 ,300 503,854 
Depreciation 17,020 17,020 
Taxes Other Than Income Tax 9,510 9,510 

Total Gas Operating Expenses 447,084 83,300 530,384 

Net Operating Income $ (52,423) $ 60,268 $ 7,845 

Revenue Requirement Calculation· Operating Ratio Method 
as Presented by Western Lewis 

Pro Forma Operating Expenses (Net of Purchased Gas Costs & Income Taxes) $ 356,236 
Divide by: Operating Ratio 88% 

Revenue to Cover Operating Ratio 404,814 
Less: Pro Forma Operating Expenses (Net of Purchased Gas Costs & Income Taxes) (356,236) 

Net Income Allowable 48,578 
Add: Pro Forma Operating Expenses before Income Tax 356,236 

Cost of Natural Gas 174,148 

Total Revenue Requirement · Base Rates and Customer Charges 578,962 
Less: Other Operating Revenues 

Total Revenue Requirement (Staff Base Rates) 578,962 
Less: Operating Revenues (Less: Gas & Transportation Costs) {384,661} 

Revenue Increase $ 194,301 

To determine the reasonableness of the rates requested by Western Lewis, Staff 

performed a limited financial review of Western Lewis's test-year 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 
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operations were identified and adjustments were made when their effects were deemed 

to be material. Insignificant and immaterial discrepancies were not necessarily pursued 

or addressed. 

Staff is re lying on the information gathered at the limited financial review and from 

Western Lewis's responses to its requests for information to develop its findings. Staff's 

findings are summarized in this report. Ariel Miller and Mark Frost reviewed the 

calculation of Western Lewis's Overall Revenue Requirement. Leah Faulkner and 

Matthew Baer reviewed Western Lewis's reported revenues and rate design. 

Summary of Findings 

1) Overall Revenue Requirement and Required Revenue Increase. By 

applying the Operating Ratio Method, as generally accepted by the Commission , Staff 

found Western Lewis's Overall Revenue Requirement to be $118,789. A revenue 

increase of $20,360, or 24.752 percent, above base gas rate revenues is necessary to 

generate the Overall Revenue Requirement. 

2) Base Gas Rates. Staff recommends that the Commission approve the base 

rates set forth in Appendix A, as they will produce the recommended revenue requirement 

from base rates of $102,615. 

3) Allocation and Assignment of Costs Between the Divisions. In Case No. 

2014-00266, Staff found that Western Lewis "did not make proper assignment and 

allocation of many transactions between its Water and Gas Division ." 6 Western Lewis 

was using an operating revenue factor to allocate its shared costs between the two 

6 Case No. 2014-00266, Application of Western Lewis-Rectorville Water & Gas District for Rate 
Adjustment for Small Utilities Pursuant to 807 KAR 5:076, (Ky. PSC Nov. 7, 2014) at 3-4. 
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divisions. In its report, Staff made numerous adjustments to correct and to properly 

assign or allocate costs to the appropriate division by using a customer number allocation 

factor. Staff recommended that Western Lewis be required to revise its accounting 

procedures and internal controls so that proper assignment and allocations of revenues 

and expenses are recorded in the original books of entry in all future reporting periods. 

In reviewing the supporting financial records, Staff discovered that Western Lewis 

continues to use an operating revenue factor to allocate costs between its water and gas 

divisions. Staff believes that the operating revenue factor does not result in an accurate 

allocation of costs between the two divisions. An increase in revenues in one division 

resulting from a rate increase should not directly impact the operational costs of that 

division. 

Staff agrees with the findings that were made in the Staff Report in Case No. 2014-

00266 and has reallocated the shared costs using the customer number allocation factor. 

In the test period, Western Lewis allocated 35 percent of the shared costs to its gas 

division, but by using the customer allocation factor, Staff is reducing the gas allocation 

factor to 19.143 percent? Commission finds that the reallocation of the operating 

expenses to Western Lewis's gas division will result in an overall decrease in the revenue 

requirement of $85,708, as calculated in Attachment 8.8 

7 Customer Levels as of December 31 , 2015 

Gas Division 

Water Division 

Totals 

527 

2,226 

2,753 

19.143% 

80.857% 

100.000% 

8 Western Lewis allocated 65% of the gas consultant cost to the water division. In its reallocation, 
Staff included 100% of this cost in the gas division's operating expenses. 
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Staff agrees with the findings in the Staff Report in Case No. 2014-00266, in that 

the Commission should direct Western Lewis to "make the necessary revisions to its 

accounting procedures and internal controls so that proper assignment and allocation of 

revenues and expenses are recorded in its books of original entry in all future reporting 

periods."9 Staff believes that the Commission should also direct Western Lewis to submit 

in writing its agreement to the above requirement and to set a deadline by which it will 

submit its revised accounting procedures and internal controls for the Commission to 

review. 

Pro Forma Operating Statement 

The Pro Forma Operating Statement for the test year ended December 31 , 2015, 

as determined by Staff, appears below. 

Test Year ReallocatiOn 
0(2!!ratoons Mjustments 

Operating Revenues: 
Revenues · Base Gas Rates $ 384,661 $ s 

Other Operating Revenues: 
Other Gas Revenues 10000 0 

Total Gas Operating Revenues 394 661 0 

Operating Expenses . 
Operation and Maintenance Expenses: 

Salaries & W ages· Employees 90,297 (40,910) 
Salaries & Wages -Commissioners 7,000 (3,171) 
Retirement Expense 6 .256 (2.834) 
Purchased Gas 174,148 0 
Purchased Power 18,592 (8.423) 
Chemicals and Water Test•ng 3 ,390 (1 ,536) 
Materials and Supplies 6 ,986 (4.312) 
Professional Fees 9,065 6 ,142 
Maintenance Expenses 8,113 (538) 
Rental Expense 621 (281) 
Insurance 32.075 (14 ,533) 
Utilities and Telephone 1.752 (794) 
Office and Program Expense 23,725 (10.748) 

Total Gas OperatiOn & Main! Exp. 382.020 (81 ,938) 
Depreciation and Amortization 17.020 0 

Taxes Other Than Income Tax 8,321 (3,770) 

Total Gas Operating Expenses 407 361 (85,708) 

Net Operating Income $ !1 2,700! $ 85 708 $ 

9 Final Order at 4. 
-6-

Reallocated 

Test Year 
0(2!!rations 

384,661 

10 000 

394 661 

49,387 
3 ,829 
3,422 

174.148 
10.169 

1,854 
2,674 

15,207 
7,575 

340 
17.542 

958 
12,9n 

300,082 
17,020 
4 551 

321 653 

73,008 

Pro Forma MI. Pro Forma 
Mjustments Ref. 0(2!!ratoons 

s 

$ 

(302.406) A s 82,255 

6 174 B 16 174 

(296,232) 96,429 

(967) c 48.420 
(3.829) D 0 

2.615 E 6 ,037 
(174,148) F 0 

(10, 169) G 0 
(1 ,854) H 0 

0 2,674 
(12,675) I 2.532 
(2,810) J 4,765 

(340) K 0 
(1,477) L t6,065 

0 958 

(5,905) M 7,072 

(2t1 ,559) 88,523 
(5,560) N 11,460 

0 4,551 

(217,1 19) 104,534 

!791113! $ !6,105! 
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(A) Operating Revenue- Base Rate . Western Lewis reported total test-period 

operating revenues from gas sales of $384,661 . Included in this amount are purchased 

gas costs and gas transmission fees. These costs are recovered by Western Lewis 

through its purchased gas adjustment and have been excluded for purposes of 

determining base rate revenue . 

In 2015, Western Lewis reported gas sales of 39,017 Mcf,10 with 6,545 customer 

bills used in its billing analysis. By applying the gas sales to Western Lewis's current 

tariffed base rates and the test-period customer bills to the monthly customer charge of 

$1 .00, Staff calculates revenues from base gas rates of $82,255. Staff is reducing 

Western Lewis's operating revenues from gas sales to eliminate the purchased gas costs 

and gas transmission fees. 

(B) Other Gas Revenues. Western Lewis reported other gas operating 

revenues of $10,000 in the test year. However, Staff determined that the actual test-year 

other operating revenues was $16,17 4,11 resulting in an increase to operating revenues 

of $6,174. 

(C) Lump-Sum Vacation Pay. In the test year, Western Lewis paid to its 

employees $5,050 for their unused vacation. Western Lewis pays its full-time employees 

a lump-sum payment for any vacation time not used by the end of the calendar year. It 

is the Commission's historic practice to exclude, for ratemaking purposes, these type of 

1o Response to Staff's Second Request, Item 1. 

1 1 $2,145 (Connection Fes) + $60 (Returned Checks) + $2,700 (Meter Connection) + $11 ,269 (Late 
Charges) = $16,174. 
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employee payments. Accordingly, Staff is reducing Salaries and Wages - Employee 

Expense by $96712 to eliminate the vacation payout allocated to the gas division. 

(D) Commissioner Fees. Western Lewis reported paying its commissioners 

$20,000 in the test year. Because Western Lewis's commissioners had obtained the six 

instructional hours of water district management training required by KAR 74.020(7)(a), 

the Board of Commissioners voted to increase their salaries during their August 11 , 2015 

meeting. However, KAR 74.020(6) requires: 

... salary shall be fixed by the county judges/executive with 
the approval of the fiscal court; in multicounty districts, it shall 
be fixed by the agreement between the county 
judges/executive with the approval of their fiscal courts. 

Western Lewis was unable to provide the required approval from the 

judges/executive with the fiscal courts in Lewis and Mason counties. For this reason , 

Staff is reducing the gas division's operating expenses by $3,82913 to eliminate the 

reallocated commissioner fees. 

(E) Retirement Expense Pursuant to Governmental Accounting Standards 

Board ("GASB") Statement No. 68 ("GASB 68"). Western Lewis provides pension 

benefits and post-retirement health care benefits to its employees by participating in the 

County Employee Retirement System ("CERS"). As a participating member, Western 

Lewis is required to contribute a percentage of its employee wages to CERS. The table 

below summarizes the CERS contribution rates for each of the previous six fiscal years 

beginning July 1. 

12 $5,050 (Employee Vacation Payout) x 19.143% (Allocation Factor - Gas) =$967. 

13 $20,000 (Commissioner Fees) x 19.143°/o (Allocation Factor - Gas) =$3,829. 
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Fiscal Year Employer 
Beginning Contribution 

July 1 Rate 

2011 16.93% 
2012 18.96% 
2013 19.55% 
2014 18.89% 
2015 17.67% 
2016 17.06% 

During the test year, Western Lewis contributed $40,278 to CERS on behalf of its 

employees. Prior to the test year, Western Lewis was required to report annual pension 

costs and post-retirement health care costs pursuant to GASB Statement No. 27 ("GASB 

27"). GASB 27 required that Western Lewis report its CERS contributions as employee 

retirement expense. GASB 27 did not require that Western Lewis report a liability on its 

financial statements for a portion of either CERS's Net Pension Liability ("NPL") or 

CERS's underfunded post-retirement health care costs. 

The accounting and reporting requirements for the CERS pension benefit changed 

during the test year due to the passage and implementation of GASB 68. The accounting 

for post-retirement health care costs did not change . Beginning in the test year, GASB 

68 requires that Western Lewis report the following for pensions: 

1) A charge against Retained Earnings to account for the cumulative effect of 

switching from GASB 27 to GASB 68; 

2) Western Lewis's proportionate share of the CERS NPL; 

3) Deferred Inflow of Resources and Deferred Outflow of Resources related to 

pensions; and 

4) Annual pension expense that includes: 
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a. Pension contributions to CERS during the reporting period that were 

made prior to the NPL's measurement date; 

b. The amortization of Western Lewis's proportionate share of Deferred 

Outflow of Resources and Deferred Inflow of Resources related to pensions; 

c. Western Lewis's proportionate share of the plan's actuarially 

determined annual pension expense; and 

d. The increase or decrease that occurs during the reporting period to 

the amount of North Mercer's proportionate share of the CERS NPL. 

To implement GASB 68 during the test year, Western Lewis relied on the results 

of the CERS actuarial valuation for the fiscal year ended June 30, 2014. Using the 2014 

valuation, Western Lewis reported the following account balances to account for GASB 

68 and its impact on Western Lewis's test-year beginning balance on Retained 

Earnings.14 

NPL 
Impact on Retained Earnings 
Deferred Outflows 
Deferred Inflows 
Retirement Expense 

$ 244,000 
(252,127) 

32,532 
27,000 
17,875 

In Case No. 2016-00163,15 after considering the effects of GASB 68 on Marion 

County Water District's ("Marion District") test-year operations, the Commission found 

that, except for the NPL, the difference between the amounts reported for retirement costs 

14 Note that Western Lewis's implementation of GASB 68 resulted in its report ing of test-year 
retirement expense in the amount of $17,875, or $22,403 less than the amount of its actual test-year 
contributions to CERS that were allocated to the CERS pension fund. 

15 Case No. 2016-00163, Alternative Rate Adjustment Filing of Marion County Water District (Ky. 
PSC Nov. 10, 2016). 
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pursuant to GASB 68 and those that would have been reported pursuant to GASB 27 

should be accounted for as a regulatory asset, as allowed by GASB 62. The Commission 

found that its method would mitigate the impact of GASB 68 on Marion District's Balance 

Sheet. Taking such action would smooth the level of annual retirement expense reported 

by Marion District in future reporting periods because the annual expense would always 

be equal to the amount of Marion District's contributions to CERS, which historically have 

been fairly constant. 

Staff finds that the method of accounting for retirement costs applied by the 

Commission to Marion District will provide the same benefits to Western Lewis and 

should , therefore, be applied in this proceeding. Application of the Commission's method 

to Western Lewis's audited retirement costs requires the following journal entry: 

below: 

Regulatory Asset 
Deferred Inflows 
Retirement Expense 

Retained Earnings 
Deferred OutfloiNS 

Dr. 

s 244,000 
27 ,000 
13,659 

Cr. 

$ 252,127 
32,532 

The above journal entry results in the Staff adjusted account balances shown 

Regulatory Asset 
NPL 
Impact on Retained Earnings 
Deferred Outflows 
Deferred lnfloiNS 
Retirement Expense 

-1 1-

$ 244,000 
244,000 

31 ,534 
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By applying the customer allocation factor to the restated test-year retirement 

expense of $31 ,534, Staff increased the gas division's allocated retirement expense by 

$2,615.16 

(F) Natural Gas Purchases and Transmission Fees. Western Lewis reported 

net natural gas purchases and transmission fees of $174,148. Given that the natural gas 

purchases and transmission fees are recovered through Western Lewis's purchased gas 

adjustment, Staff reduced operating expenses by $174,148 to exclude these costs from 

the determination of Western Lewis's revenue requirement. 

(G) Purchased Power. In the test year, Western Lewis allocated to its gas 

division $18,592 of the purchased power that was used to pump water. The reallocation 

of the shared expenses in Attachment B reduces the gas division's allocation of 

purchased power expense to $10,169. Since this expense is a direct cost of the water 

division, Staff reduced operating expenses by $10,169 to remove this cost from the gas 

division's operations. 

(H) Chemicals. In the test year, Western Lewis allocated to its gas division 

$3,390 for water chemical and testing. The reallocation of the shared expenses in 

Attachment B reduces the gas division's allocation of chemical expense to $1 ,854. Since 

16 

Restated Rettrement Expense 

T1mes I Jumber of Customer Allocat1on Factor 

Ret1rement Expense Allocated to Gas 

Less Reallocated Test Year Operat1ons 

Adjustment 

-12-

s 31 53J 
19 1~3°o 

6 037 
(3.422) 

s 2 615 
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these expenses are direct costs of the water division, Staff reduced operating expenses 

by $1 ,854 to remove these costs from the gas division's operations. 

(I) Gas Consultant. On May 20, 2015, Western Lewis entered into a contract 

with RussMar Util ity Management ("RussMar'') wherein RussMar agreed to provide the 

following services: (1) an annual leakage survey; (2) annual regulator inspections; (3) 

annual valve inspections; (4) annual CP readings; (5) public awareness program 

implementation; and (6) submission of annual PHMSA report(s) .17 The contract requires 

Western Lewis to pay RussMar $1 ,750 per month in the initial year of the contract and 

$1 ,300 per month in the remaining two years of the contract term. 

Western Lewis proposed to increase its test-year operating expenses by $18,300 

to reflect the costs of the RussMar contract. Western Lewis explained that it had blended 

the monthly fees of $1 ,750 and $1 ,300 to calculate its pro forma adjustment. In response 

to a Staff interrogatory, Western Lewis stated that $12,675 of the gas consultant fee was 

already included in the test-year operating expenses and revised its proposed adjustment 

to an expense increase of $6,500.18 

The Commission's Division of Inspections conducted a periodic inspection of 

Western Lewis's gas system on June 13- 16, 2017. In its report that was released on 

June 26, 2017, Western Lewis was cited for seven deficiencies. Western Lewis stated in 

its Application that it expected RussMar to provide it with the required training that would 

keep the District up to date on current laws and regulations relating to gas service .19 Staff 

17 Response to Commission Staff's First Request for Information, Item 17.d.(2). 

18 Response to Staff's Second Request, Items 11 .a. and 11 .b. 

19 Application, References, ARF Form 1 - Attachment SAO-G-September 2011 at 2. 
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finds that the seven cited deficiencies is evidence that the contract with RussMar is not 

providing Western Lewis with the expected operational benefits. Accordingly, Staff is 

reducing operating expenses by $12,675 to remove the recorded test-year payments to 

RussMar and finds that Western Lewis's adjustment should be denied. 

(J) Maintenance. Western Lewis reported $7,575 for test-year maintenance 

expense. Western Lewis stated that: 

Water expense related to water taps were removed from test
year expenses and capitalized on Western Lewis' 
depreciation schedule, as they were over the $5,000 
capitalization threshold. The gas taps were removed from 
income and included as Contributions In Aid - Customer 
Taps, however, they were not removed from Materials and 
Supplies: Gas expenses in the amount of $2,810.20 

When it depreciated the cost of its water taps, Western Lewis recognized that the 

cost of a tap is a capital expenditure that should be depreciated rather than recorded as 

an expense. Accordingly, Staff is reducing the gas division's maintenance expense by 

$2,810 to remove the cost of the test-year gas taps. The depreciation of the gas taps is 

contained in Item M below. 

(K) Rental of Equipment. In the test year, Western Lewis allocated to its gas 

division $621 of the equipment rental expense. The reallocation of the shared expenses 

in Attachment B reduces the gas division's allocation of equipment rental expense to 

$340. This expense represents costs that were associated with maintenance of the water 

division. Accordingly, Staff reduced operating expenses by $340 to remove th is cost from 

the gas division's operations. 

20 Response to Staff's Second Request, Item S.d. 
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(L) Insurance. In the test year, Western Lewis reported paying $36,747 in 

employee health insurance premiums, of which $12,861 was allocated to the gas division. 

The reallocation of the shared expenses in Attachment B reduces the gas division's 

allocation of Insurance expense to $7,034. Western Lewis currently pays 100 percent of 

the cost of each employee's single health insurance benefit, and it requires the employees 

to pay for any additional coverage.21 All of Western Lewis's employees have opted for 

single health insurance coverage . 

In recent decisions, the Commission has found that utilities should exercise 

financial prudence and reduce operating expenses by limiting their contributions to their 

employees' health care plans to levels more commensurate with those of other 

businesses.22 To comply with the Commission's current practice, Staff is adjusting 

Western Lewis's test-year expenses for employee single health insurance premiums by 

21 percent,23 the national average employee contribution rate. A 21 percent reduction 

results in a decrease to allocated employee health insurance expense of $1,477.24 

(M) Office and Program Expense. In the test year, Western Lewis reported the 

payment of $67,788 in office program expenses, of which $23,725 was allocated to the 

21 Responses to Staff's First Request for Information, Item 11 . 

22 See Case No. 2016-00325, Electronic Application of North Mercer Water District for Rate 
Adjustment made Pursuant to 807 KAR 5:076 (Ky. PSC May 19, 2017) at 2 and 3. See Case No. 2016-
00435, Application for Adjustment of Nebo Water District (Ky. PSC June 5, 2017) at 3. 

23 Bureau of Labor Statistics, Health care Benefits, March 2016, Table 10, private industry workers. 
(https :/ /www. bls . gov/ncs/ebs/benefits/20 16/ownership/private/table 1 Oa. pdf) 

24 $36,747 (Employee Health Insurance Expense) x 21% (Employee Contribution Rate)= $7,717 
X 19.143% = $1,477. 
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gas division. The reallocation of the shared expenses in Attachment B reduces the gas 

division's allocation of office and program expense to $12,977. 

Subsequent to the test year, Western Lewis discontinued the use of contract labor 

to read its meters and began using its full-time employees. In the test year, Western 

Lewis paid $30,847 to an outside contractor to perform the meter reading function. Staff 

is reducing office and program expense by $5,90525 to remove the allocated contract 

meter reading cost from the gas division's operating expenses. 

(N) Depreciation. In its application, Western Lewis reported a test-year 

depreciation expense of $17,020,26 but attached a depreciation schedule to its Application 

supporting a test-year depreciation expense of $7,853.27 Western Lewis agreed that the 

correct test-year depreciation is $7,853 rather than the amount that was reported in its 

Application .28 

Western Lewis proposed to increase the gas division's operating expenses by 

$60,000 to reflect "Repairs and Maintenance; Gas line extension/Rebuilding regulator 

station."29 In its response to a Staff interrogatory, Western Lewis stated that the proposed 

maintenance expense increase was actually capital expenditures that should be 

25 $30,847 (Outside Contract Labor) x 19.143% (Customer Allocation Factor)= $5,905. 

26 Application, Schedule of Adjusted Operations - Gas Utility, ARF Form - Attachment SAO -
September 2011 at 1. 

27 Western Lewis Rectorville Water District Gas Division, Plant and Depreciation Schedule, 
December 31 , 2015. 

28 Response to Staff's Second Request, Item 9.a. 

29 Application. Schedule of Adjusted Operations - Gas Utility, ARF Form - Attachment SAO -
September 2011 at 1 and References at 2. 
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depreciated rather than expensed.30 Western Lewis proposed to depreciate the $31 ,164 

cost of the regulator station over 15 years and the $53,670 cost of its line extension over 

40 years, resulting in an increase to pro forma depreciation expense of $3,420.31 Staff 

finds that the proposed depreciation lives are reasonable and is including the $3,420 in 

its pro forma depreciation expense. Staff is also depreciating the cost of the new service 

connections of $2,810 over 15 years, resulting in an increase of $187. 

Staff finds that an overall decrease to test-year depreciation expense of $5,560 is 

reasonable . 

Calculation of Overall Revenue Requirement 
and Required Revenue Increase 

Using the operating ratio method, Staff determined that Western Lewis requires an 

overall revenue requirement of $118,789. As shown below, a $20,360 base rate revenue 

increase, or 24.752 percent, is necessary to produce the overall revenue requirement. 

Pro Forma Operating Expenses 
Divide by: Operating Ratio 

Overall Revenue Requirement 
Less: Other Operating Revenue 

Revenue Requirement from Base Rates 
Less: Operating Revenue- Base Rates 

Required Increase 
Percentage 

30 Response to Staff's Second Request, Item 10. 

$ 

$ 

104,534 
88% 

118,789 
(16,174) 

102,615 
(82,255) 

20,360 
24.752% 

31 /d. 9.b. $31,164 (Regulator Station) -;- 15 (Years)= $2,078; $53,670 (Line Extension) 740 (years) 
= $1,342; $2,078 + $1 ,342 = $3,420. 
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Rate Calculated by Staff 

Western Lewis currently has a declining block rate design consisting of a minimum 

bill including up to 1 Met usage, and three additional blocks of 1 to 5 Met, 5 to 10 Met, and 

over 10 Met, plus a $1 .00 monthly customer charge. Western Lewis proposes to continue 

the use of its $1 .00 monthly customer charge as well as a minimum bill including 1 Met 

with a base rate of $10 plus the Gas Cost Recovery ("GCR") rate, and with all over 1 Met 

usage charged at a flat base rate of $10 plus the GCR rate. Western Lewis's proposed 

rates and rate design are as follows: 

Customer Charge 

1 Met or less (Minimum bill) 

All Met over 1 

$1 .00 per month 

Base Rate GCR Rate Total Rate 

$10.00 

$10.00 

$2.756732 $12.7567 

$2.7567 $12.7567 

In response to a Staff request for information, Western Lewis confirmed that it 

preferred the proposed rate design because it could be easi ly integrated into the existing 

billing system set up. It further indicated its willingness to consider changing to a rate 

design of a fixed monthly customer charge and one volumetric rate for all Met sold.33 Staff 

recommends that Western Lewis change its rate design to one that is simpler and more 

common, with a $10 fixed monthly customer charge and a flat rate for all Met sold. Using 

Staff's revenue requirement of $118,789, Staff determines the flat monthly rate to be 

$.9530 per Mcf.34 

32 GCR rate in effect at the time Western Lewis filed its Application. 

33 Response to Staff's Second Request, Item 5. 

34 ($118,789 Revenue Requirement - $16,174 Other Revenues - $65,450 customer charge 
revenue) 7 39,017 Met= $.9530 per Mel (rounded) . 
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Signatures: 

Prepared by: Mark Frost 
Financial Analyst, Water and Sewer 
Revenue Requirements Branch 
Division of Financial Analysis 

Prepared by: Ariel Miller 
Financial Analyst, Water and Sewer 
Revenue Requirements Branch 

DivriiJl~ 
t paredijy:i:eah Faulkner 

Rate Analyst, Gas and Electric 
Rate Design Branch 
Division of Financial Analysis 

Lfb~ ---
~reparedby:Matthew Bae r 
Rate Analyst, Gas and Electric 
Rate Design Branch 
Division of Financial Analysis 
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RETAIL RATES: 

ATTACHMENT A 
STAFF REPORT, CASE NO. 2017-00074 

RATE CALCULATED BY STAFF 

Customer Charge $10.00 per month 

Monthly usage 

Base Rate 

All Mcf $.9530 



ATTACHMENT B 
STAFF REPORT, CASE NO. 2017-00074 

REALLOCATION OF SHARED EXPENSES 

Total 
Account Title E~enses DirecVAIIocated 

Advertising 501 Allocated: 19.143% to the Gas Division 
Automobile Expense 1,744 Allocated: 19.143% to the Gas Division 
Bank Service Charges 600 Allocated: 19.143% to the Gas Division 
Bond Certificate 3,385 Allocated: 19.1 43% to the Gas Division 
Chemicals 2,470 Allocated: 19.143% to the Gas Division 
Continued Education 2,313 Allocated: 19.143% to the Gas Division 
Credi t Refund 250 Allocated: 19.143% to the Gas Division 
Depreciation 316,777 Direct: to the Gas Division 
Deposit Interest 189 Allocated: 19.143% to the Gas Division 
Dues and Subscriptions 218 Allocated: 19.143% to the Gas Division 
Independent Contractor 30,847 Allocated: 19.143% to the Gas Division 
Insurance 382 Allocated: 19.143% to the Gas Division 
Insurance: Employee Health 36,747 Allocated: 19.143% to the Gas Division 
Insurance: Liability 51,128 Allocated: 19.143% to the Gas Division 
Maintenance: Fuel 13,971 Allocated: 19.143% to the Gas Division 
Materials and Supplies 7,833 Direct: to the Gas Division 
Materials and Supplies: Gas (845) Direct: to the Gas Division 
Mileage 2,164 Allocated: 19.143% to the Gas Division 
Miscellaneous (3) Allocated: 19.143% to the Gas Division 
Office Expense 4,418 Allocated: 19.143% to the Gas Division 
Office Supplies 2,900 Allocated: 19.143% to the Gas Division 
Payroll Expenses 257,990 Allocated: 19.143% to the Gas Division 
Payroll Expenses: Commissioner Fees 20,000 Allocated: 19.143% to the Gas Division 
Payroll Taxes 23,775 Allocated: 19.143% to the Gas Division 
Postage and Delivery 10,435 Allocated: 19.143% to the Gas Division 
Postage and Delivery Gas 482 Allocated: 19.143% to the Gas Division 
Professional Fees: Accounting 10,300 Allocated: 19.143% to the Gas Division 
Professional Fees: Consulting 2,926 Allocated: 19.143% to the Gas Division 
Professional Fees: Gas Consultant 12,675 Direct: to the Gas Division 
Program Expense 12,473 Allocated: 19.143% to the Gas Division 
Rent 1,775 Allocated: 19.143% to the Gas Division 
Repairs: Gas Meters 253 Direct: to the Gas Division 
Retirement Expense 17,875 Allocated: 19.143% to the Gas Division 
Telephone 4,779 Allocated: 19.143% to the Gas Division 
Trash Pickup 227 Allocated: 19.143% to the Gas Division 
Utilities: Electric (Water) 53,120 Allocated: 19.143% to the Gas Division 
Utilities: Gas 174,148 Direct: to the Gas Division 
Water Testing 7,213 Allocated: 19.143% to the Gas Division 

Reallocated Operating Expenses 
Less: Test-Year Operating Expenses Gas Division 

Reallocation Adjustment 

Gas 
Division 

$ 96 
334 
115 
648 
473 
443 

48 
17,020 

36 
42 

5,905 
73 

7,034 
9,787 
2,674 
7,833 
(845) 
414 

(1) 
846 
555 

49,387 
3,829 
4,551 
1,998 

92 
1,972 

560 
12,675 
2,388 

340 
253 

3,422 
915 

43 
10,169 

174,148 
1,381 

321 ,653 
407,361 

$ !85,708l 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

ELECTRONIC APPLICATION OF ESTILL COUNTY 
WATER DISTRICT NO. 1 FOR AN ALTERNATIVE 
RATE ADJUSTMENT 

) 
) CASE NO. 
) 2017-00176 

NOTICE OF FILING OF COMMISSION STAFF REPORT 

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

12, 2017, the attached report containing the findings of Commission Staff regarding the 

Applicant's proposed adjustment to its water service rates has been filed in the record of 

the above-styled proceeding. Pursuant to the Commission's June 12, 2017 Order, Estill 

County Water District No. 1 is required to file written comments regarding the findings of 

Commission Staff no later than 14 days from the date of this report. 

DATE AUG 0 9 2017 
cc: Parties of Record 



STAFF REPORT 

ON 

ESTILL COUNTY WATER DISTRICT NO. 1 

CASE NO. 2017-00176 

Estill County Water District No. 1 ("Estill District") is a water district organized 

pursuant to KRS Chapter 74 that owns and operates a water distribution system 

through which it provides water service to approximately 3,777 customers located in 

Estill County, Kentucky. 1 On May 10, 2017, Estill District filed an application 

("Application") with the Commission pursuant to 807 KAR 5:076 requesting to increase 

its monthly water service rates evenly across the board by approximately 22.5 percent, 

except for its fire-protection rates. It did not propose to increase fire protection rates. 

The requested water service rates would increase the monthly bill of a typical 

residential customer2 from $33.94 to $41.57, an increase of $7.63, or 22.5 percent, and 

were designed to generate $345,0093 in additional annual revenues, a 22.5 percent 

increase to pro forma present rate revenues from water service rates in the amount of 

$1 ,533,377. 

To ensure the orderly review of the Application, the Commission established a 

procedural schedule by Order dated June 12, 2017. This Order required Commission 

1 Annual Report of Estill County Water District to the Public Service Commission for the Calendar 
Year Ended December 31, 2015 ("Annual Report") at 12 and 53. 

2 A typical residential customer purchases 4,000 gallons of water per month through a 5/8- x 3/4-
inch meter. 

3 In the "Revenue Requirements" calculation presented by Estill District in the Application , Estill 
District determined that a revenue increase in the amount of $404,537 is warranted. It did not explain in 
the Application why it requested only $345,009. 



Staff ("Staff") to issue a report summarizing its findings after reviewing the Application 

and supporting documentation. 

As required by 807 KAR 5:076, Section 3, Estill District based its requested rates 

on the historical test year that coincides with the reporting period shown in its most 

recent Annual Report on file with the Commission at the time it filed the Appl ication, the 

calendar year ended December 31 , 2015. Staff performed a limited financial review of 

Estill District's test-year operations to gather the information necessary to determine the 

reasonableness of the rates requested in the Application and to prepare the report 

required by the Commission's June 12, 2017 Order. 

The scope of the 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. Staff did not necessarily pursue 

or address discrepancies that it deemed insignificant and immaterial. Staff's findings 

are summarized in this report. Jack Scott Lawless reviewed the calculation of Estill 

District's Overall Revenue Requirement. Eddie Beavers reviewed Estill District's 

reported revenues and rate design. 

Summary of Findings 

1. Overall Revenue Requirement and Required Revenue Increase. By 

applying a Debt Service Method that is generally accepted by the Commission, Staff 

calculated Estill District's Overall Revenue Requirement to be $1 ,947,095 and 

determined that a revenue increase in the amount of $360,445, or 23.91 percent, is 

necessary to generate the Overall Revenue Requirement. 
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2. Monthly Water Service Rates. In the Application, Estill District proposed 

to increase all of its monthly water service rates evenly across the board by 

approximately 22.5 percent, except for fire-protection rates. It did not propose to 

increase fire protection rates. The Commission has previously found that the allocation 

of a revenue increase evenly across the board to a util ity's current rate design is 

appropriate when no evidence has been entered into the record demonstrating that this 

method is unreasonable. Finding no such evidence in th is case, Staff followed the 

method proposed by Estill District and allocated the $360,445 revenue increase Staff 

found warranted evenly across the board to Estill District's current monthly water 

service rates, excluding fire-protection rates. 

Shown in the Attachment to this report are the monthly water service rates 

calculated by Staff. These rates will increase a typical residential customer's monthly 

bill from $33.94 to $42.05, an increase of $8.11 , or 23.9 percent. 

3. Depreciable Lives. Beginning on page 13 of this report, Staff discusses 

Estill District's depreciation practices. Staff found that adjustments are warranted to the 

depreciable lives that Estill District used to calculate depreciation expense during the 

test year. If the Commission Orders any changes to Esti ll District's depreciable lives for 

ratemaking and accounting purposes, Estill District should ensure that it calculates and 

records depreciation expense in all future reporting periods in accordance with the 

Commission's Orders. Estill District should not adjust accumulated depreciation or 

retained earnings to account for the retroactive cumulative effect of th is change in 

accounting estimate. 
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4. Unauthorized Debt. As discussed in more detail beginning on page 21 of 

this report, Estill District currently has three loans outstanding that are payable to 

Citizens Guaranty Bank for which Estill District did not obtain Commission approval as 

required by KRS 278.300. Estill District has the responsibility to ensure that it fo llows 

the Commission's statutes and regulations and that all statutory and regulatory 

approvals are obtained. Esti ll District should be aware that the Commission may initiate 

a separate proceeding to more thoroughly investigate the possible violations of 

Commission statutes and regulations. If a determination is made that there has been a 

willful violation of any provision of KRS Chapter 278 and 807 KAR Chapter 5, the 

members of the Board of Commissioners may be held accountable.4 

4 KRS 278.990(1 ). Any officer, agent, or employee of a utility, as defined in KRS 278.010, and 
any other person who willfully violates any of the provisions of this chapter or any regulation promulgated 
pursuant to this chapter, or fails to obey any order of the commission from which all rights of appeal have 
been exhausted, or who procures, aids, or abets a violation by any utility, shall be subject to either a civil 
penalty to be assessed by the commission not to exceed two thousand five hundred dollars ($2,500) for 
each offense or a criminal penalty of imprisonment for not more than six (6) months, or both. 
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Pro Forma Operating Statement 

Estill District's Pro Forma Operating Statement for the test year ended December 

31 , 2015, as determined by Staff, appears below. 

Test Year Adjustment {Ref.} Pro Forma 

Operating Revenues 
Sales of Water $1 ,474,646 $ 13,032 (A) 

(24,300) (B) 
44,175 (C) $ 1,507,553 

Miscellaneous Service Revenue 65,885 12,977 (D) 78,862 

Total Operating Revenues 1,540,531 45,884 1,586,415 

Operating Expenses 
Operation and Maintenance Expenses 

Salaries and Wages - Employees 296,946 (30,784) (E) 266,162 
Salaries and Wages - Commissioners 17,610 17,610 
Employee Pensions and Benefits 165,889 (24,582) (E) 

(861 ) (F) 
(29,641 ) (G) 110,805 

Purchased Water 687,537 (1 ,656) (H) 685,881 
Purchased Power 70,650 (13,139) (I) 57,511 
Materials and Supplies 72,238 72,238 
Contractual SeNices 37,570 37,570 
Water Testing 4,418 4,418 
Transportation Expenses 23,143 23,143 
Insurance 31 ,986 31 ,986 
Bad Debt Expense 256 256 
Regulatory Commission Expense 5,267 5,267 
Miscellaneous Expense 59,244 {6,751 ) (J) 52,493 

Total Operation and Maintenance Expenses 1,472,754 (107,414) 1,365,340 
Depreciation 391 ,297 (137,907) (K) 253,390 
Amortization 272 272 
Taxes Other Than I nco me 24,064 {2,355} (E) 21,709 

Total Operating Expenses 1,888,387 {247,676) 1,640,71 1 

Net Operating Income (347,856) 293,561 (54,295) 
Interest I nco me 234 234 

Income Available to Service Debt $ ~347 ,622~ $ 293,561 $ ~54 ,061 ~ 

(A) Billing Analysis Adjustment. Estill District provided a billing analysis that 

based the water usage and water-sales revenue for the entire 12-month test year with 
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its application. The billing analysis provided in the Application contained errors in the 

Usage Tables and Revenue Tables. 

During Staff's Field Review, Estill District provided a revised billing analysis that 

calculated a normalized revenue of $1 ,531,853. Staff has reviewed Estill District's 

billing analysis and finds that the water-sales revenues determined by the billing 

analysis provided during the field review is a more accurate representation of 

normalized test year revenue from water sales than the amount used by Esti ll District in 

the Application; therefore, staff has increased test year water sales revenue by $13,032. 

(B) Leak and Misread Meter Adjustments. Estill District tracks customer 

account billing adjustments for leak adjustments and misread meters manually and 

makes the financial adjustments in Estill District's billing program; however, the billing 

program does not allow for corresponding usage adjustments. The test-year billing 

analysis provided during Staff's Field Review does not reflect the adjustments made to 

customers' bills that were made after the bills were issued. Staff reduced test-year 

water sales revenues stated in the test-year billing analysis by $24,300 to reflect cred its 

to customer accounts for leak and misread meter adjustments. 

(C) Purchased Water Adjustments. Estill District purchases water from the 

Irvine Municipal Utilities ("Irvine") and the Jackson County Water Association ("Jackson 

County"). Irvine increased its wholesale rate for water sold to Estill District during the 

test year. In Case No. 2015-00223, Estill District adjusted its monthly water rates during 

the test year pursuant to 807 KAR 5:068, Purchased Water Adjustment.5 Additionally, 

in 2016, Irvine increased its wholesale rate for water sold to Estill District and , In Case 

5 Purchased Water Adjustment Filing of Estill County Water District No.1 (Ky. PSC July 30, 2015). 
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No. 2016-00256, Estill District adjusted its monthly water rates pursuant to 807 KAR 

5:068, Purchased Water Adjustment.6 Staff has adjusted the revenues for the two 

Purchased Water Adjustment in the amount of $44,175. 

(D) Surcharge Revenue. In Case No. 1999-00404,1 the Commission 

authorized Estill District to collect a surcharge in the amount of $4.81 per month from 

each customer served through the Cobb Hill water main extension project. Estill District 

reported surcharge revenue totaling $12,977 as a part of test-year Sales of Water 

revenue. The surcharge revenue was inadvertently omitted from the billing analysis 

provided in the Application in which Estill District calculated pro forma present rate 

revenues to be $1,533,377. To correct this omission, Staff increased test-year 

Miscellaneous Service Revenue by $12,977. 

(E) Retired Employee. During the test year, Estill District had eight full-time 

employees. One field employee retired from service subsequent to the test year. 

Although Estill District plans to fill this vacant position in the future, it had not done so at 

the time of Staff's review. Furthermore, Estill District had not adopted a formal plan to 

fill the position. Accordingly, Staff removed the retired employee's wages, benefits, and 

payroll taxes from Estil l District's test-year operations as detailed below. 

6 Purchased Water Adjustment Filing of Estill County Water District No. 1 (Ky. PSC Aug. 5, 2016) . 

7 Application of Estill County Water District No. 1 of Estill County, Kentucky, for a Certificate of 
Public Convenience and Necessity to Construct, Finance and Increase Rates Pursuant to KRS 278.023 
(Ky. PSC Oct. 22, 1999) . 
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Wages $ 30,784 
Benefits 

Pension 5,750 
Health Insurance 18,154 
Dental Insurance 264 
Life Insurance 413 24,582 

Payroll Taxes 2,355 

Total $ 57,721 

(F) Benefits Paid on Behalf of the Board of Commissioners. Estill District's 

Board of Commissioners consists of three members to whom Estill District provided 

single dental insurance coverage during the test year at a total cost of $861 . 

In Case No. 2003-00224,8 the Commission found that the members of a Board of 

Commissioners should be treated as part-time employees, as they generally attend only 

one board meeting per month and are not required to work 40 hours per week. The 

Commission denied rate recovery of the costs associated with health insurance, life 

insurance, and dental insurance provided to members of the district's Board of 

Commissioners, since the district did not provide those benefits to other part-time 

employees. 

Pursuant to its employment policies, Estill District provides insurance benefits 

only to full-time employees.9 As the Commission considers each member of Estill 

District's Board of Commissioners as a part-time employee, Staff removed the cost of 

each member's dental insurance from Estill District's test-year operations. 

8 Case No. 2003-00224, Application of Northern Kentucky Water District for (A) an Adjustment of 
Rates; (B) a Certificate of Public Convenience and Necessity for Improvements to Water Facilities if 
Necessary: and (C) Issuance of Bonds (Ky. PSC June 14, 2004) at 11 - 12. 

9 On October 10, 2007, Estill District adopted a Personnel Policies and Procedures Manual. 
Policy 535 of this manual restricts all insurance coverage to fu ll-time employees. 
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(G) Wages and Benefits. As previously discussed, Estill District had eight fu ll-

time employees during the test year, but only seven at the time of Staff's review. The 

benefit package provided to each employee by Estill District includes: 1) wages; 2) 

insurance benefits paid 100 percent by the district that includes single or family health 

care coverage, single dental coverage, and life insurance; 3) a health insurance 

deductible reimbursement program;10 and 4) a pension benefit provided through 

participation in the County Employee Retirement System ("CERS") .11 

During discussions with Estill District's Office Manager, Staff found that employee 

wage rates have remained unchanged since the year 2007, but that the life insurance 

benefit was added to the benefit package in approximately 2013 in lieu of employee 

wage increases. 

In recent Orders, the Commission has made ratemaking adjustments to reduce 

the level of rate recovery of the cost of employee benefit packages paid by some utilities 

on behalf of their employees to levels that are more commensurate with those of other 

businesses. For example, in Case No. 2016-00325, the Commission found that North 

Mercer Water District ("North Mercer) paid , on behalf of its employees, 100 percent of 

the cost of family health insurance plans, family dental insurance plans, single dental 

insurance plans, and 100 percent of each employee's life insurance premium.12 In that 

proceeding , the Commission excluded from rates 32 percent of the cost of the family 

10 Estill District's Office Manager informed Staff that through this program, which is coordinated by 
lnfinisource Benefit Services, Estill District reimburses each employee up to the first $1 ,500 spent by the 
employee on the $3,000 deductible included in Estill District's health insurance plan. 

11 Although Estill District is a CERS participant, it did not record pension costs pursuant to 
Governmental Account Standards Board Pronouncement No. 68 on its test-year financial statements. 

12 Electronic Application of North Mercer Water District for Rate Adjustment made Pursuant to 
807 KAR 5:076 (Ky. PSC May 19, 20 17) at 2. 
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health insurance plans,13 and it excluded from rates 60 percent of the cost of dental 

insurance plans. 14 It did not reduce the amount of life insurance premiums. 

Likewise, in Case No. 2016-00367, the Commission removed, for ratemaking 

purposes, the cost of the Nolin Rural Electric Cooperative Corporation's ("Nolin") 

contributions to a 401 (k) plan made on behalf of all employees who qualified and 

participated in the National Rural Electric Cooperative Association Retirement and 

Security Program ("NRECARSP"), which is a defined pension benefit plan.15 The 

Commission did not remove the 401 (k) contributions made by Nolin on behalf of its 

employees who had been employed longer than 30 years and, therefore, no longer 

qualified for participation in the NRECARSP. Also in that case, the Commission, finding 

that is was unreasonable for Nolin to provide 100 percent of the cost of health insurance 

coverage to employees, ordered that rate recovery by Nolin for the cost of family health 

insurance coverage be reduced by 32 percent and the rate recovery by Nolin for single 

health insurance coverage be reduced by 21 percent.16 

In this proceeding, following the methods applied by the Commission to other 

regulated utilities in recent cases, Staff reduced the cost of family health insurance by 

32 percent for ratemaking purposes and reduced the cost of single health insurance and 

13 /d. at 3. The Commission found that the 32 percent reduction was reasonable based on 
information provided at Bureau of Labor Statistics, Healthcare Benefits, July 22, 2016, Table 4, private 
industry workers. (https://www.bls .gov/news.release/pdf/ebs2.pdf) . 

14 ld. The Commission found that the 60 percent reduction rate was reasonable based on the 
Willis Benefits benchmarking Survey, 2015 
(https :ljwww.willis.com/documents/publications/Services/Employee Benefits/20151230 2015WillisBenefit 
sBenchmarkinqSurveyReport.pdf) . 

15 Application of Nolin Rural Electric Cooperative Corporation for a General Rate Increase (Ky. 
PSC June 21 , 2017) at 10. 

16 ld. at 11 . 
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single dental insurance by 21 percent and 60 percent, respectively. Staff makes no 

finding as to the reasonableness of the amounts of these ratemaking adjustments. 

Staff's calculations are shown below. Note that Staff included the cost of Estill District's 

Health Insurance Deductible Reimbursement program in the adjustment and, for this 

purpose, Staff allocated the cost of the program between the family health plan and 

single health plan based on the cost of each plan reported for the test-year compared to 

the total cost of both plans. 

Health Insurance Dental Total 
Family Single Total Insurance Removed 

Total Premiums $66,702 $19,006 $85,708 $ 1,855 
Percent of Health Insurance Total 77.82% 22.18% 100.00% 
Separate $10,800 of Deductible 

Reimbursements based on 
Percentage of Health Insurance 8,405 2,395 10,800 

Total Cost Subject to Adjustment 75,107 21 ,401 1,855 
Times: Percent Removed by 

Commission in Prior Cases 32% 21% 60% 

Amount Removed this Proceeding $24,034 $ 4,494 $ 1 ' 11 3 $29,641 

(H) Purchased Water. Effective July 19, 2016, Estill District's primary 

wholesale water provider, Irvine, increased its wholesale rate charged to Estill District 

from $2.571 per thousand gallons to $2.587 per thousand gallons. In the Application , 

Estill District determined that the new wholesale rate would increase its test-year 

purchased water costs by $1 ,261.17 Further, Estill District calculated its test-year water 

loss to be 32.7 percent, or 17.7 percent higher than the 15 percent allowed for 

ratemaking purposes pursuant to 807 KAR 5:066, Section 6(3) . It calculated the cost of 

17 Application, References , at 1 and 2, Reference Item B. 
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the excess water loss to be $121 ,284 and removed this amount from test-year 

operations.18 Estill District's two adjustments to test-year Purchased Water expense 

result in a net decrease of $120,023 ($121 ,284- $ 1,261) . 

During its review, Staff found that Irvine increased its wholesale rate from $2.587 

per thousand gallons to $3.13 per thousand gallons effective for water service provided 

on and after July 19, 2017. Staff determined that this increase would result in 

recoverable purchased water cost of $682,302 after removing the cost of Estill District's 

purchase of excess water loss. Accordingly, Staff decreased Estill District's test-year 

Purchased Water expense by $1,656 as calculated below. 

Test-Year Gallons Purchased (000) 
Times: Current Wholesale Rate 

Total Cost of Water 
Times: Excess Water Loss% 

Pro forma Cost of Excess Water Loss to be Removed 
Plus: Total Cost of Water 

Amount to Recover through Rates 
Less: Test-Year Paid to Irvine 

Adjustment 

. 

264,869. 799 
$ 3.13 

$ 

829,042 
-17.7% 

(146,741 } 
829,042 

682,302 
(683,958) 

(1 ,656) 

(I) Purchased Power for Pumping. In the Application, Estill District proposed 

to reduce Purchased Power for Pumping expense by $13,139 to remove the cost of 

electricity purchased to pump the excess water loss discussed above.19 Staff agrees 

18 /d. 

19 /d., at 2, Reference Item C. 
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with this adjustment and reduced test-year Purchased Power for Pumping expense by 

$13,139. 

(J) Sales Tax. Estill District is required to bill and collect sales tax on water 

sold to commercial customers who are not exempt from such tax. The taxes collected 

are remitted to Kentucky Department of Revenue. Estill District correctly calculates and 

adds sales tax onto commercial accounts after the account's bill for water service has 

been calculated using Estill District's tariffed water service rates on file with the 

Commission. 

During the test year, Estill District remitted sales tax to the Kentucky Department 

of Revenue in the amount of $6,751 . It incorrectly reported th is amount as a test-year 

expense. If this amount remains in Estill District's operating expenses, the sales tax will 

be improperly recovered from all Estill District customers through the assessment of the 

water service rates authorized by the Commission in th is proceeding. Thus, Staff 

removed sales tax from Estill District's test-year operating expenses. 

(K) Depreciation. Estill District calculated test-year depreciation expense to 

be $319,298 using the straight-line method of depreciation pursuant to which an asset is 

depreciated by dividing its original cost by its estimated useful life, or its depreciable 

life.20 Due to an error in Estill District's year-end journal entries, test-year depreciation 

expense was incorrectly reported at $391 ,297, instead of $319,298, in Estill District's 

2015 Annual Report. 

20 Estill District provided with the Application its "Asset Depreciation Report" labeled with the tab 
titled "Depreciation Schedules." In this document, total test-year depreciation expense is calculated to be 
$319,298 on page 12. 
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Estill District proposed to decrease test-year depreciation by a net $137,907 to 

account for: 1) correction of the error in the year-end journal entries; 2) a change to the 

depreciable lives assigned to many of its assets; and 3) the addition of depreciation that 

will accrue on a new main and appurtenances that were placed into service subsequent 

to the test year.21 Staff agrees with the adjustments proposed by Estill District and has 

decreased test-year depreciation expense by $137,907. Estill District's proposed 

change to its depreciable lives and the depreciation of the new main are discussed 

below. 

Change to Depreciable Lives: Generally, the Commission requires that a "large" 

utility perform a depreciation study to determine the appropriate depreciable lives to be 

assigned to each of its util ity plant account groups. Detailed property records specific to 

historical plant additions, plant retirements, and salvage practices are required to 

complete a depreciation study. Generally, "small" water utilities, such as Estill District, 

do not maintain property records with enough detail to properly complete a formal study. 

Even when adequate records are maintained, "small" utilities do not have the financial 

resources to fund a formal study. Therefore, to evaluate the reasonableness of the 

depreciation practices of small water utilities, the Commission has historically re lied 

upon the report published in 1979 by the National Association of Regulatory Utility 

Commissioners ("NARUC") titled Depreciation Practices for Small Water Uti lities 

("NARUC Study"). 22 

21 Application, References, Page 3, Reference Item D. 

22 Case No. 2012-00278, Application of Graves County Water District for an Adjustment in Rates 
Pursuant to the Alterna tive Rate Filing Procedure for Small Utilities (Ky. PSC Sept. 5, 2012). 
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The NARUC Study provides a range of average service lives that are assigned 

to water plant account groups by water utilities across the county that design, install , 

and maintain their systems in accordance with good engineering practices. It concludes 

that the ranges are intended to be used as a guide by state regulatory commissions and 

other water utilities when developing the depreciable lives to be assigned to water plant 

account groups. For example, the NARUC Study found that transmission and 

distribution mains are depreciated between 50 and 75 years. Lives outside the NARUC 

ranges are acceptable when conditions warrant alternative lives. 

When evaluating a water district's depreciable lives, the Commission considers 

an asset group's construction materials, condition , and other factors to determine an 

appropriate depreciable life that falls either inside or outside of the NARUC ranges. The 

Commission has assigned lives at the short end and long end of the NARUC ranges 

when evidence is presented to support such lives. For example, in Case No. 2012-

00309,23 the Commission found that Southern Water and Sewer District's ("Southern") 

mains should be depreciated using a 50-year life, the shortest life within the NARUC 

range, because the majority of its main had decayed at a more rapid rate than originally 

anticipated. In Case No. 2012-00413, the Commission accepted Staff's f inding that the 

depreciable life assigned to Pendleton County Water District's mains should be 75 

years because they were thought to be free of noticeable decay and in excellent 

condition.24 

23 Application of Southern Water and Sewer District tor an Adjustment in Rates Pursuant to the 
Alternative Rate Filing Procedure for Small Utilities (Ky. PSC July 12, 2013). 

24 Application of Pendleton County Water District for an Adjustment in Rates Pursuant to the 
Alternative Rate Filing Procedure tor Small Utilities (Ky. PSC Dec. 20, 2012) at 8. 
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When no evidence exists to support a specific life that is inside or outside the 

NARUC ranges, the Commission has used the midpoint of the NARUC ranges to 

depreciate utility plant. In Case No. 2013-00154, the Commission found that 

Henderson County Water District ("Henderson District") was depreciating the cost of 

some mains using a 40-year life and others using a 50-year life. Even though the 50-

year life is within the NARUC range, the Commission found that the depreciable life 

assigned to all of Henderson District's mains should be 62.5 years, the midpoint of the 

NARUC range, since no evidence was presented to support the 40-year or 50-year 

lives.25 

In this proceeding, Estill District, recognizing the Commission 's practice, 

proposed to change the depreciable lives assigned to its plant account groups to lives 

that fall within the NARUC ranges. A comparison of Esti ll District's current lives, 

proposed lives, and the NARUC ranges are shown below. Note that all proposed lives 

are at the NARUC midpoint except for the Structures and Improvements account group 

and the Tools, Shop, and Garage Equipment account group. 

25 Application of Henderson County Water District for an Alternative Rate Filing (Ky. PSC Nov. 14, 
2013) at Appendix B. 
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Structures and Improvement 
Pumping Equipment 
Reservoirs and Tanks 
Transmission and Distribution Main 
Meters 
Hydrants 
Office Furniture and Equipment 
Tools, Shop, and Garage Equipment 
Power Operated Equipment 

Estill District 
Depreciable Lives 

Current Proposed 
Years Years 

40, 50 40 
20, 40 20 

40 45 
40 62.5 

20, 40 40 
20, 40 50 

7 22.5 
7 15 
10 12.5 

NARUC 
Range 
Years 

35-40 
20 

30-60 
50-75 
35-45 
40-60 
20-25 
15-20 
10-1 5 

Finding no evidence in this proceeding to indicate that Estill District's plant in 

service should be depreciated using lives that vary significantly from the NARUC 

midpoints, Staff finds that the changes to the depreciable lives proposed by Estil l District 

are reasonable. Staff notes that, while the lives proposed for Structures and 

Improvements and Tools, Shop, and Garage Equipment are not at the NARUC 

midpoint, they are near enough to the midpoint that a change to the midpoint would not 

have a material effect on Estill District's depreciation accruals. Staff accepts the 

depreciable lives proposed by Estill District and finds that these changes wi ll result in a 

reduction to test-year depreciation of $107,510, as calculated by Estill District in the 

Application.26 

26 Application, Depreciation Adjustments, Table A, Pages 1-5. 
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Main Placed into Service Subsequent to the Test Year: In Case No. 2013-

00339, the Commission authorized Estill District to construct and finance a water 

improvement project with a total cost of $2,360,000.27 In its Order, the Commission 

found that: 

Estill District proposes the installation of approximately 7.5 
miles of 3-, 4-, 6-, and 8-inch polyvinyl chloride ("PVC") 
water line and appurtenances and two booster pumping 
stations. The proposed project will replace existing water 
distribution mains and install new distribution mains to 
extend water service to two customers in the western portion 
of Estill County, Kentucky. The total cost of the project, 
including legal, administrative, engineering design and 
inspection costs and contingencies, is $2,360,000. 

Estill District proposes to finance the total cost of the 
proposed construction from proceeds of the issuance and 
sale of $1 ,699,000 of revenue bonds to Rural Development 
("RD"), an agency of the U.S. Department of Agriculture, and 
an RD grant of $661 ,000.28 

In February 2017, Estill District completed the construction of the project. 

Because construction costs exceeded original estimates and change orders were made 

to some of the specifications included in the original project, the total cost of the project 

grew to $2,610,000, $250,000 more than the amount estimated at the time the 

application was filed in Case No. 2013-00339. Additional RD grant proceeds were used 

to fund the extra cost. The amount of the original RD bonds, $1 ,699,000, did not 

increase. 

27 Case No. 2013-00339, Application of Estill County Water District No. 1 for a Certificate of 
Public Convenience and Necessity to Construct, Finance, and Increase Rates Pursuant to KRS 278.023 
(Ky. PSC Oct. 3, 2013). 

28 1d. at 1. 
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In the Application , Estill District proposed to increase test-year depreciat ion by 

$41,603 ($2,61 0,000, cost I 62.5, depreciable life) to accrue depreciation on th is project 

in pro forma operations assuming that the entire cost of the project will be depreciated 

as Transmission and Distribution Main. It applied this method because, at the time it 

prepared the Application, it had not completed the final accounting for the project. 

During the final accounting process, the cost of each major component of plant (i .e., 

main, pumping equipment, structures, meter installations, etc.) constructed as part of 

the project will be tallied from the numerous entries made to Estill District's Construction 

Work in Progress ("CWIP") account. The component totals will then be reclassified from 

CWIP to the proper plant account in Estill District's subsidiary plant ledger and 

depreciated using the lives approved by the Commission in this proceeding. 

Estill District's depreciation of the entire cost of the project as though it were main 

results in a conservative estimate of the actual depreciation that will accrue on the 

project, since construction other than main will be assigned a shorter depreciable life 

than the 62.5-year life used in the Application . For example, Pumping Equipment will 

be assigned a 20-year life, increasing actual depreciation accruing on its cost when 

compared to the amount requested for rate recovery by Estill District. 

At the time of Staff's review, Estill District had not finalized the accounting for the 

project's cost. Staff understands that the final accounting will occur as part of Estil l 

District's 2017 Financial Statement Audit that will be performed by an independent 

Certified Public Accountant. Staff did not attempt to separate the project's total cost into 

the proper plant subsidiary accounts as part of its review in th is proceeding. Staff 

accepts the depreciation calculated by Estill District for ratemaking purposes as a 
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conservative estimate of the actual depreciation that will accrue on this project in future 

reporting periods. 

Overall Revenue Requirement and Required Revenue Increase 

The Commission has historically applied a Debt Service Coverage ("DSC") 

method to calculate the Overall Revenue Requirement of a water district or water 

association that has outstanding long-term debts. This method allows for recovery of: 

1) cash related pro forma operating expenses; 2) depreciation expense, a non-cash 

operating expense, to provide working capital ;29 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 Estil l District's and Staff's calculation of Estill 

District's Overall Revenue Requirement and Required Revenue Increase using the 

Commission's DSC method is shown below. 

29 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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Application Staff Ref. 

Pro Forma Operating Expenses $ 1 ,613,882 $1 ,640,711 
Add: Average Annual Debt Payments 342,806 255,320 ( 1) 

Additional Working Capital 47,345 51 ,064 (2) 

Overall Revenue Requirement 2,004,033 1,947,095 
Less: Other Operating Revenue (65,885) (78,862) 

Interest I nco me (234) (234) 

Revenue Required from Rates 1 ,937,914 1,867,998 
Less: Pro forma Present Rate Revenues (1 ,533,377) (1 ,507,553) 

Revenue I ncr ease $ 404,537 $ 360,445 
Percentage I ncr ease 26.38% 23.91 % 

(1) Average Annual Principal and Interest Payments. At the time Estill District 

filed the Application, it had six outstanding bond series payable to RD, one loan payable 

to the Kentucky Rural Water Finance Corporation ("KRWFC"), and three loans payable 

to Citizens Guaranty Bank ("Citizens"). Estill District requested to include the average 

annual principal and interest payments on all debts for the years 2017, 2018, and 2019 

in the amount of $390,151 in the calculation of its Overall Revenue Requirement. Staff 

agrees with including the payments to RD and KRWFC, but not to Citizens. 

The Citizens loans originated on October 31 , 2013, January 29, 2015, and 

January 24, 2017. Each loan has a four-year term. Estill District stated that it executed 

each loan to provide cash necessary to pay operating expenses and debt payments 

when cash flow provided through the collection of operating revenues was not sufficient. 
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Estill District did not obtain the Commission's authorization to enter into the Citizens 

loans as required by KRS 278.300.30 

In prior cases, the Commission has disallowed rate recovery of loans when their 

proceeds were used to pay operating expenses, finding that such action would 

constitute retroactive ratemaking .31 Following the Commission's prior rulings, Staff 

excluded the Citizens principal and interest payments from the calculation of Esti ll 

District's average debt payments. As shown below, Staff calculated the three-year 

average debt payment that Estill District should recover through rates to be $255,320. 

Princi~al and Interest Pa::iments 
2017 2018 2019 Total 

RD Bond Series 
1991 A $ 30,750 $ 31 ,050 $ 30,800 $ 92,600 
1991 B 5,800 6,175 6,025 18,000 
1996 27,835 27,817 27,777 83,429 
2000 53,947 54,070 54,147 162,164 
2006 49,438 49,840 49,701 148,979 
2014 68,186 68,509 68,308 205,003 

KRWFC 19,019 18,275 18,491 55,785 

Three-Year Total 765,960 
Divide by: Three Years 3 

Annual Average Payment $ 255,320 

3° KRS 278.300(1) states, "No utility shall issue any securities or evidences of indebtedness, or 
assume any obligation or liability in respect to securities or evidences of indebtedness of any other 
person until it has been authorized so to do by order of the commission." While KRS 278.300(8} exempts 
debts that have a term of less than two years when certain conditions are met, the loans payable to 
Citizens have four-year terms, are nonexempt, and required the Commission's approval. 

31 See Case No. 8690, Application of Glengarry Utilities, Inc., Glengarry Sewage Treatment Plant, 
for an Adjustment of Rates Pursuant to the Alternative Procedure for Small Utilities (Ky. PSC July 8, 
1983) ; and Case No. 9303, Application of Fordhaven, Inc., for an Adjustment of Rates Pursuant to the 
Alternative Procedure for Small Utilities (Ky. PSC Aug. 8, 1985). 
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(2) Additional Working Capital. The DSC method, as historically applied by 

the Commission, includes an allowance for additional working capital that is equal to the 

minimum net revenues required by a district's lenders that are above its average annual 

debt payments. In this case, Estill District calculated its al lowance for additional working 

capital to be $47,345. Staff calculated the allowance for additional working capital to be 

$51,064, following the Commission's traditional method as shown below.32 

32 The 2014 RD Bond Resolution requires that Estill District assess rates for water service that 
produce net revenues that are equal to at least 120 percent of the average annual RD bond principal and 
interest payments as well as all principal and interest payments on any debts that are on par with the RD 
bond. The DSC ratio measures an entity's ability to pay its cash-related operating expenses and to pay 
debt principal and interest. RD calculates the ratio by dividing net revenues by the entity's average 
annual debt payments. Net revenues are equal to total revenues less cash-related expenses. 
Depreciation expense, a noncash operating expense, is excluded from the determination of net revenues . 
As shown below, the required DSC ratio is met with or without including the additional working capital in 
the calculation of Estill District's Overall Revenue Requirement. Note that the Operation and 
Maintenance Expense stated below includes the purchased water expense, purchased power expense, 
and employee health care and dental costs that were removed by Staff for ratemaking purposes in this 
report. 

With Additional 

Without 

Additional 

Working Capital Working Capital 

Overall Revenue Requirement $ 

Less: Operation and Maintenance Expense 

Taxes Other Than Income 

1,947,095 

(1 ,554,860) 

(21 ,709) 

$ 1,896,031 

(1 ,554,860) 

(21 ,709) 

Net Revenues 370,525 319,461 

Divide by: Average Annual Debt Payments - --=25::..::5:..z..;,3::..:2:.::0 ____ ...::2:.::5c.::5L::,3:..::2c.::O_ 

DSC Ratio 145.12% 
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Average Annual Principal and Interest Payments 
Times: DSC Ratio 

$ 255,320 
120% 

Total Net Revenues Required 
Less: Average Annual Principal and Interest Payments 

306,384 
(255,320) 

Additional Working Capital 

Signatures 
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5L8 x 3L4-Inch Meter 
First 2,000 
Next 3,000 
Next 5,000 
Over 10,000 

1-lnch Meter 
First 5,000 
Next 5,000 
Over 10,000 

2-lnch Meter 
First 16,000 
Over 16,000 

Bulk Loading Stations 

ATTACHMENT 
STAFF REPORT, CASE NO. 2017-00176 

ESTILL COUNTY WATER DISTRICT 

Staff Calculated Monthly Water Rates 

gallons $21 .31 
gallons 10.37 
gallons 10.12 
gallons 7.78 

gallons $52.43 
gallons 10.12 
gallons 7.78 

gallons $149.73 
gallons 7.78 

6.75 

Minimum bill 
per 1 ,000 gallons 
per 1 ,000 gallons 
per 1 ,000 gallons 

Minimum bill 
per 1 ,000 gallons 
per 1 ,000 gallons 

Minimum bill 
per 1 ,000 gallons 

per 1 ,000 gallons 



 *Denotes Served by Email                                         Service List for Case 2017-00176

*Estill County Water District #1
76 Cedar Grove Road
Irvine, KY  40336

*Audrea Miller
Office Manager
Estill County Water District #1
76 Cedar Grove Road
Irvine, KY  40336
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EMPLOYEE BENEFITS IN THE UNITED STATES – MARCH 2016 

The participation rate for employer-sponsored medical care benefits for civilian workers was 52 percent 
in March 2016, the U.S. Bureau of Labor Statistics reported today. The participation rate was 49 percent 
for private industry workers and 73 percent for state and local government workers. (See tables A and 2, 
and chart 1.)  

The participation rate for employer-sponsored retirement benefits, which include defined benefit and 
defined contribution plans, was 54 percent for civilian workers. The participation rate was 49 percent for 
private industry workers and 81 percent for state and local government workers. Differences in 
retirement plan participation are influenced by the type of plan offered. (See tables A and 1, chart 1, and 
the technical note.)  

Fifty-seven percent of civilian workers participated in employer-sponsored life insurance benefits.  The 
participation rate for private industry workers was 54 percent and 78 percent for state and local 
government workers. (See tables A and 5, and chart 1.) 

The share of single coverage medical care premiums paid by employees averaged 19 percent for civilian 
workers, 21 percent for private industry workers, and 13 percent for state and local government workers. 
(See table 3 and chart 2.)   

These data are from the National Compensation Survey (NCS), which provides comprehensive 
measures of compensation cost levels and trends and also provides benefits incidence data on the 
percentage of workers with access to and participating in employer-provided benefit plans. The survey 
covers a broad range of benefits including holidays and vacations, sick leave, life insurance, and detailed 
provisions for health care and retirement plans. Archived NCS news releases are available at 
www.bls.gov/ncs/ncspubs.htm.   
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Table A. Selected employer-sponsored benefits: Access, participation and take-up rates1, March 
2016 
(All workers = 100 percent) 

Highlights of employer-sponsored benefits for civilian workers by worker characteristics: 
• Access to retirement benefits for major occupational groups ranged from 47 percent for service

workers to 84 percent for management, professional, and related workers. (See table 1.) 
• Access to medical care benefits was 88 percent of full-time workers and 19 percent for part-time

workers. (See table 2.) 
• Access to life insurance benefits was 85 percent for union workers and 54 percent for nonunion

workers. (See table 5.) 
• For workers with an average wage in the lowest 25 percent category, 41 percent had access to

paid sick leave, 51 percent had access to paid vacations, and 53 percent had access to paid 
holidays. For workers with an average wage in the highest 25 percent category, 87 percent had 
access to paid sick leave, 79 percent had access to paid vacations, and 83 percent had access to 
paid holidays. (See table 6.) 

Highlights of employer-sponsored benefits for civilian workers by establishment characteristics: 
• Access to retirement benefits by establishment size ranged from 53 percent for workers in

establishments with 1 to 99 workers to 86 percent for workers in establishments with 100 
workers or more. (See table 1.) 

• Eighty-four percent of civilian workers in goods-producing industries had access to medical care
benefits. For workers in service-providing industries, the access rate to medical care benefits was 
68 percent. (See table 2.) 

• The access rate for life insurance for workers by Census region was 51 percent in the West, 59
percent in the Northeast, 61 percent in the South, and 62 percent in the Midwest. (See table 5.) 

• For workers in establishments with 1 to 99 workers, the access rate was 56 percent for paid sick
leave, 68 percent for paid vacations, and 69 percent for paid holidays. For workers in 
establishments with 100 or more workers, the access rate was 79 percent for paid sick leave, 79 
percent for paid vacations, and 82 percent for paid holidays. (See table 6.) 

More information can be obtained by calling (202) 691-6199, sending e-mail to ncsinfo@bls.gov, or by 
visiting www.bls.gov/ebs.   

Additional Data Available Fall 2016 
More information will be published September 23, 2016 on the incidence and provisions of health care 
benefits, retirement benefits, life insurance, short-term and long-term disability benefits, paid holidays 
and vacations, and other selected benefits. For the latest benefit publications see www.bls.gov/ebs.  

Benefit Civilian1 Private industry State and local government 

Access Participation Take-up 
rates 

Access Participation Take-up 
rates 

Access Participation Take-up 
rates 

Retirement1 69 54 78 66 49 75 90 81 90 

Medical care 70 52 75 67 49 73 88 73 83 
Life insurance 59 57 98 55 54 98 80 78 98 
1 For definitions of major plans, key provisions, and related terms, see the "Glossary of Employee Benefit Terms" at 
www.bls.gov/ncs/ebs/glossary20152016.htm and the technical note.  
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TECHNICAL NOTE 

Data in this release are from the National Compensation Survey (NCS), conducted by the U.S. 
Department of Labor, Bureau of Labor Statistics (BLS). This release contains March 2016 data on 
employer-provided benefits offered to civilian, private industry, and state and local government workers 
in the United States. Excluded are federal government workers, the military, agricultural workers, 
private household workers, and the self-employed. This news release provides data on the incidence of 
(access to and participation in) selected benefits and the share of premiums paid by employers and 
employees for medical care.  

Comparing private and public sector data: Incidence of employee benefits in state and local 
government should not be directly compared to private industry. Differences between these sectors stem 
from factors such as variation in work activities and occupational structures. Manufacturing and sales, 
for example, make up a large part of private industry work activities but are rare in state and local 
government. Administrative support and professional occupations (including teachers) account for two-
thirds of the state and local government workforce, compared with one-half of private industry.  

Leave benefits for teachers: Primary, secondary, and special education teachers typically have a work 
schedule of 37 or 38 weeks per year. Because of this work schedule, they are generally not offered 
vacations or holidays. In many cases, the time off during winter and spring breaks during the school year 
are not considered vacation days for the purposes of this survey.  

Medical care premiums: The estimates for medical care premiums are not based on actual decisions 
regarding medical coverage made by employees; instead they are based on the assumption that all 
employees in the occupation can opt for single or family coverage.  In instances where annual premiums 
are collected, the values are converted to a monthly premium amount using the annual work 
schedule. Annual work schedules may be less than twelve months.   

Sample size: See appendix table 1 at the end of this release. 

Survey scope: See appendix table 2 at the end of this release. 

Obtaining information: For research articles on employee benefits, see the Monthly Labor Review 
benefits section at www.bls.gov/opub/mlr/subject/b.htm and Beyond the Numbers: Pay and Benefits at 
www.bls.gov/opub/btn/archive/home.htm. For further technical information, see Chapter 8, "National 
Compensation Measures," BLS Handbook of Methods at www.bls.gov/opub/hom/pdf/homch8.pdf. 

Definitions of major terms: 

Access: Employees are considered to have access to a benefit plan if it is available for their use. For 
example, if an employee is permitted to participate in a medical care plan offered by the employer, but 
the employee declines to do so, he or she is placed in a category with those having access to medical 
care. 

Participation: Employees in contributory plans are considered participants in an insurance or retirement 
plan if they have paid required contributions and fulfilled any applicable service requirements. 
Employees in noncontributory plans are counted as participating regardless of whether they have 
fulfilled the service requirements. Note that the term "incidence" can refer to either rates of access or 
rates of participation in a benefit plan. 
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Take-up rate: The percentage of workers with access to a plan who participate in the plan. 

Retirement benefits include defined benefit pension plans and defined contribution retirement plans. 
Workers are counted as having access or participating in retirement benefits if they have access or 
participate in at least one type of plan, defined benefit or defined contribution; some workers may have 
access to or participate in both. Differences in retirement plan participation are influenced by type of 
plan offered. Participation in defined benefit plans is often mandatory, subject to any applicable 
eligibility requirements, while participation in defined contribution plans is often voluntary.  

Medical care plans provide services or payments for services rendered in the hospital or by a qualified 
medical care provider.  

Calculation details: 

Average hourly earnings from sampled occupations within an establishment were used to produce 
estimates for worker groups within six earnings categories: the lowest 10 percent, the lowest 25 percent, 
the second 25 percent, the third 25 percent, the highest 25 percent, and the highest 10 percent. The 
categories are based on unpublished March 2016 wages and salaries series from the Employer Costs for 
Employee Compensation at www.bls.gov/news.release/archives/ecec_06092016.pdf.  

The percentiles were computed using earnings and scheduled hours of work reported for individual 
workers in sampled establishment jobs. Establishments in the survey are asked to report only individual 
worker earnings for each sampled job. For the calculation of the hourly percentile values, the individual 
worker hourly earnings are weighted and arrayed from lowest to highest. The values corresponding to 
the percentiles are:  

Characteristics 
Hourly wage percentiles 

10 25 50 
(median) 75 90 

Civilian $9.54 $12.40 $18.52 $29.80 $45.36 

    Private industry 9.37 12.00 17.73 28.60 44.33 
    State and local government 12.70 16.71 24.20 35.99 49.79 

The lowest 10-percent and 25-percent wage categories include those occupations with an average hourly 
wage less than the 10th percentile value and 25th percentile value, respectively. The second 25-percent 
category includes those occupations that earn at or above the 25th percentile value but less than the 50th 
percentile value. The third 25-percent category includes those occupations that earn at or above the 50th 
percentile value but less than the 75th percentile value. Finally, the highest 25- and 10 percent wage 
categories include those occupations with an average wage value greater than or equal to the 75th and 
90th percentile value, respectively.  

Individual workers can be in earnings category that is different from the occupation into which they are 
classified because average hourly earnings for the occupation are used to produce the benefit estimates.  
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Table 1. Retirement benefits:1 Access, participation, and take-up rates,2 March 2016

(All workers = 100 percent)

Characteristics

Civilian3 Private industry State and local government

Access Participation Take-up
rate Access Participation Take-up

rate Access Participation Take-up
rate

All workers ............................................................. 69 54 78 66 49 75 90 81 90

Worker characteristics

Management, professional, and related ................ 84 72 86 81 69 85 92 81 89
Management, business, and financial ............... 86 76 88 85 75 88 – – –
Professional and related .................................... 83 70 85 79 65 83 92 81 89

Teachers ........................................................ 84 73 87 – – – 91 80 88
Primary, secondary, and special education
school teachers ........................................ 94 83 88 – – – 99 88 89

Registered nurses ......................................... 88 72 81 – – – – – –
Service ................................................................... 47 31 65 41 23 56 86 78 90

Protective service .............................................. 78 62 79 60 31 52 92 85 92
Sales and office ..................................................... 71 52 74 69 50 72 91 82 90

Sales and related ............................................... 66 41 61 66 41 61 – – –
Office and administrative support ...................... 74 59 80 72 56 78 92 83 90

Natural resources, construction, and maintenance 65 53 81 62 49 79 97 91 94
Construction, extraction, farming, fishing, and
forestry ............................................................. 62 50 82 57 45 79 – – –

Installation, maintenance, and repair ................. 69 55 80 67 52 78 – – –
Production, transportation, and material moving ... 71 54 76 70 53 75 85 78 91

Production ......................................................... 74 56 76 74 56 75 – – –
Transportation and material moving .................. 68 52 76 67 50 74 – – –

Full time ................................................................. 80 65 81 77 60 78 99 89 90
Part time ................................................................ 37 22 59 37 21 56 40 34 85

Union ..................................................................... 94 84 90 91 81 90 97 87 89
Nonunion ............................................................... 65 49 75 64 46 73 84 76 90

Average wage within the following categories:4
Lowest 25 percent ............................................. 44 24 56 42 22 52 76 68 89

Lowest 10 percent ......................................... 33 15 45 33 14 42 63 55 87
Second 25 percent ............................................ 71 52 74 65 45 69 93 84 90
Third 25 percent ................................................ 81 68 84 78 64 82 95 86 91
Highest 25 percent ............................................ 89 79 89 87 76 88 98 87 89

Highest 10 percent ........................................ 90 80 89 88 79 90 97 84 86

See footnotes at end of table.
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Table 1. Retirement benefits:1 Access, participation, and take-up rates,2 March 2016—continued

(All workers = 100 percent)

Characteristics

Civilian3 Private industry State and local government

Access Participation Take-up
rate Access Participation Take-up

rate Access Participation Take-up
rate

Establishment characteristics

Goods-producing industries ................................... 75 60 81 74 60 80 – – –

Service-providing industries .................................. 69 53 77 64 47 74 90 81 90
Education and health services ........................... 79 65 83 72 56 79 92 81 88

Educational services ...................................... 87 77 88 72 64 88 92 81 88
Elementary and secondary schools ........... 89 80 89 – – – 92 82 89
Junior colleges, colleges, and universities 88 77 87 88 77 88 89 77 86

Health care and social assistance ................. 73 57 78 71 55 77 91 79 87
Hospitals .................................................... 91 78 85 – – – 94 79 84

Public administration ......................................... 91 83 92 – – – 91 83 92

1 to 99 workers ...................................................... 53 38 71 52 36 70 80 72 91
1 to 49 workers .................................................. 48 34 71 47 33 70 73 66 91
50 to 99 workers ................................................ 67 48 72 65 46 70 90 81 90

100 workers or more .............................................. 86 70 82 83 66 79 92 82 90
100 to 499 workers ............................................ 81 62 77 80 59 74 88 81 92
500 workers or more .......................................... 91 78 86 90 76 85 93 83 89

Geographic areas

Northeast ............................................................... 71 58 82 68 55 80 91 82 90
New England ..................................................... 72 59 81 70 55 78 85 81 95
Middle Atlantic ................................................... 71 58 82 68 55 81 93 82 88

South ..................................................................... 70 52 74 66 47 71 92 82 89
South Atlantic .................................................... 70 54 76 67 49 73 90 81 89
East South Central ............................................ 73 51 70 68 44 65 95 83 87
West South Central ........................................... 68 50 74 64 45 70 92 83 91

Midwest ................................................................. 73 57 78 70 53 76 87 77 89
East North Central ............................................. 72 56 78 70 53 76 85 78 91
West North Central ............................................ 75 58 77 72 54 75 91 77 85

West ...................................................................... 63 50 80 59 45 77 91 83 91
Mountain ............................................................ 66 50 76 62 46 74 88 77 88
Pacific ................................................................ 62 51 81 57 45 78 92 86 93

1 Includes defined benefit pension plans and defined contribution retirement plans. Workers are considered as having access or as participating if they have access to or are
participating in at least one of these plan types.

2 The take-up rate is an estimate of the percentage of workers with access to a plan who participate in the plan, rounded for presentation. See Technical Note for more
details.

3 Includes workers in the private nonfarm economy except those in private households, and workers in the public sector, except the federal government. See Technical Note
for further explanation.

4 Surveyed occupations are classified into wage categories based on the average wage for the occupation, which may include workers with earnings both above and below
the threshold.  The categories were formed using percentile estimates generated using wage data for March 2016.

Note: Dash indicates no workers in this category or data did not meet publication criteria. For definitions of major plans, key provisions, and related terms, see the "Glossary of
Employee Benefit Terms" at www.bls.gov/ncs/ebs/glossary20152016.htm.

Source: Bureau of Labor Statistics, National Compensation Survey.
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Table 2. Medical care benefits: Access, participation, and take-up rates,1 March 2016

(All workers = 100 percent)

Characteristics

Civilian2 Private industry State and local government

Access Participation Take-up
rate Access Participation Take-up

rate Access Participation Take-up
rate

All workers ............................................................. 70 52 75 67 49 73 88 73 83

Worker characteristics

Management, professional, and related ................ 87 68 78 86 66 77 89 73 82
Management, business, and financial ............... 94 73 78 94 73 77 – – –
Professional and related .................................... 84 66 78 82 62 76 89 72 82

Teachers ........................................................ 81 66 81 – – – 88 72 82
Primary, secondary, and special education
school teachers ........................................ 94 76 81 – – – 98 80 82

Registered nurses ......................................... 88 63 72 – – – – – –
Service ................................................................... 45 29 65 39 23 58 82 69 84

Protective service .............................................. 68 52 77 40 20 51 90 76 85
Sales and office ..................................................... 68 49 73 66 47 71 89 75 83

Sales and related ............................................... 55 37 68 55 37 67 – – –
Office and administrative support ...................... 76 57 75 74 54 73 90 75 83

Natural resources, construction, and maintenance 74 60 81 72 58 80 95 81 85
Construction, extraction, farming, fishing, and
forestry ............................................................. 68 56 82 65 53 82 – – –

Installation, maintenance, and repair ................. 80 64 79 79 62 79 – – –
Production, transportation, and material moving ... 74 55 75 74 55 74 81 68 85

Production ......................................................... 80 61 75 80 61 75 – – –
Transportation and material moving .................. 69 51 74 68 49 73 – – –

Full time ................................................................. 88 66 76 86 63 74 99 82 83
Part time ................................................................ 19 12 61 19 11 59 24 17 71

Union ..................................................................... 94 79 84 93 78 85 95 79 84
Nonunion ............................................................... 66 48 72 65 46 71 81 67 82

Average wage within the following categories:3
Lowest 25 percent ............................................. 36 22 61 33 19 57 70 57 81

Lowest 10 percent ......................................... 22 11 49 22 11 48 56 45 80
Second 25 percent ............................................ 75 54 73 71 50 70 91 77 84
Third 25 percent ................................................ 87 68 79 85 65 77 94 78 83
Highest 25 percent ............................................ 93 74 79 92 72 78 97 80 82

Highest 10 percent ........................................ 94 74 79 93 72 78 96 80 83

See footnotes at end of table.
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Table 2. Medical care benefits: Access, participation, and take-up rates,1 March 2016—continued

(All workers = 100 percent)

Characteristics

Civilian2 Private industry State and local government

Access Participation Take-up
rate Access Participation Take-up

rate Access Participation Take-up
rate

Establishment characteristics

Goods-producing industries ................................... 84 66 79 84 66 79 – – –

Service-providing industries .................................. 68 50 74 64 46 71 88 72 83
Education and health services ........................... 79 59 75 74 52 70 88 72 81

Educational services ...................................... 85 69 80 76 57 75 88 72 82
Elementary and secondary schools ........... 87 70 80 – – – 88 72 81
Junior colleges, colleges, and universities 88 71 80 90 68 76 87 72 83

Health care and social assistance ................. 75 53 70 73 51 70 90 70 77
Hospitals .................................................... 91 69 76 – – – 94 73 78

Public administration ......................................... 88 76 86 – – – 88 76 86

1 to 99 workers ...................................................... 56 40 71 55 39 70 76 63 83
1 to 49 workers .................................................. 52 37 70 52 36 69 69 57 84
50 to 99 workers ................................................ 67 49 73 66 47 72 88 72 82

100 workers or more .............................................. 84 65 77 82 62 75 89 74 83
100 to 499 workers ............................................ 79 59 75 79 58 74 85 70 82
500 workers or more .......................................... 89 71 79 88 68 77 91 75 83

Geographic areas

Northeast ............................................................... 71 53 75 68 50 73 88 74 84
New England ..................................................... 69 50 73 66 46 71 87 70 81
Middle Atlantic ................................................... 71 54 76 69 51 74 88 75 85

South ..................................................................... 71 53 74 68 48 71 91 76 84
South Atlantic .................................................... 71 52 73 67 48 71 90 74 83
East South Central ............................................ 75 56 74 71 49 69 95 85 90
West South Central ........................................... 70 52 74 67 49 73 90 74 82

Midwest ................................................................. 71 51 72 69 49 71 82 63 78
East North Central ............................................. 70 51 72 69 49 71 79 62 78
West North Central ............................................ 71 52 73 69 49 72 86 66 77

West ...................................................................... 69 53 78 65 50 76 89 75 84
Mountain ............................................................ 68 51 75 65 48 74 87 73 85
Pacific ................................................................ 69 55 79 66 51 78 90 75 84

1 The take-up rate is an estimate of the percentage of workers with access to a plan who participate in the plan, rounded for presentation. See Technical Note for more
details.

2 Includes workers in the private nonfarm economy except those in private households, and workers in the public sector, except the federal government. See Technical Note
for further explanation.

3 Surveyed occupations are classified into wage categories based on the average wage for the occupation, which may include workers with earnings both above and below
the threshold.  The categories were formed using percentile estimates generated using wage data for March 2016.

Note: Dash indicates no workers in this category or data did not meet publication criteria. For definitions of major plans, key provisions, and related terms, see the "Glossary of
Employee Benefit Terms" at www.bls.gov/ncs/ebs/glossary20152016.htm.

Source: Bureau of Labor Statistics, National Compensation Survey.
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Table 3. Medical plans: Share of premiums paid by employer and employee for single
coverage,  March 2016

(In percent)

Characteristics

Civilian1 Private industry State and local
government

Employer
share of
premium

Employee
share of
premium

Employer
share of
premium

Employee
share of
premium

Employer
share of
premium

Employee
share of
premium

All workers participating in single coverage
medical plans ....................................................... 81 19 79 21 87 13

Worker characteristics

Management, professional, and related ................ 82 18 80 20 87 13
Management, business, and financial ............... 81 19 80 20 – –
Professional and related .................................... 83 17 80 20 87 13

Teachers ........................................................ 86 14 – – 87 13
Primary, secondary, and special education
school teachers ........................................ 85 15 – – 86 14

Registered nurses ......................................... 81 19 – – – –
Service ................................................................... 82 18 80 20 88 12

Protective service .............................................. 87 13 83 17 88 12
Sales and office ..................................................... 79 21 77 23 88 12

Sales and related ............................................... 75 25 75 25 – –
Office and administrative support ...................... 80 20 78 22 88 12

Natural resources, construction, and maintenance 81 19 80 20 86 14
Construction, extraction, farming, fishing, and
forestry ............................................................. 82 18 81 19 – –

Installation, maintenance, and repair ................. 80 20 79 21 – –
Production, transportation, and material moving ... 80 20 80 20 84 16

Production ......................................................... 79 21 79 21 – –
Transportation and material moving .................. 81 19 81 19 – –

Full time ................................................................. 81 19 79 21 87 13
Part time ................................................................ 78 22 77 23 85 15

Union ..................................................................... 87 13 87 13 87 13
Nonunion ............................................................... 79 21 78 22 87 13

Average wage within the following categories:2
Lowest 25 percent ............................................. 77 23 76 24 87 13

Lowest 10 percent ......................................... 75 25 75 25 88 12
Second 25 percent ............................................ 80 20 78 22 88 12
Third 25 percent ................................................ 82 18 80 20 88 12
Highest 25 perecnt ............................................ 82 18 81 19 86 14

Highest 10 percent ........................................ 82 18 81 19 87 13

See footnotes at end of table.
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Table 3. Medical plans: Share of premiums paid by employer and employee for single
coverage,  March 2016—continued

(In percent)

Characteristics

Civilian1 Private industry State and local
government

Employer
share of
premium

Employee
share of
premium

Employer
share of
premium

Employee
share of
premium

Employer
share of
premium

Employee
share of
premium

Establishment characteristics

Goods-producing industries ................................... 80 20 80 20 – –

Service-providing industries .................................. 81 19 79 21 87 13
Education and health services ........................... 82 18 79 21 87 13

Educational services ...................................... 85 15 80 20 86 14
Elementary and secondary schools ........... 86 14 – – 86 14
Junior colleges, colleges, and universities 85 15 80 20 88 12

Health care and social assistance ................. 80 20 79 21 88 12
Hospitals .................................................... 81 19 – – 88 12

Public administration ......................................... 87 13 – – 87 13

1 to 99 workers ...................................................... 80 20 79 21 91 9
1 to 49 workers .................................................. 81 19 80 20 91 9
50 to 99 workers ................................................ 78 22 77 23 91 9

100 workers or more .............................................. 81 19 79 21 87 13
100 to 499 workers ............................................ 79 21 78 22 86 14
500 workers or more .......................................... 83 17 80 20 87 13

Geographic areas

Northeast ............................................................... 82 18 81 19 85 15
New England ..................................................... 79 21 79 21 82 18
Middle Atlantic ................................................... 83 17 82 18 87 13

South ..................................................................... 80 20 78 22 87 13
South Atlantic .................................................... 79 21 77 23 88 12
East South Central ............................................ 80 20 78 22 87 13
West South Central ........................................... 79 21 78 22 85 15

Midwest ................................................................. 80 20 78 22 87 13
East North Central ............................................. 79 21 78 22 86 14
West North Central ............................................ 81 19 79 21 89 11

West ...................................................................... 83 17 82 18 88 12
Mountain ............................................................ 81 19 80 20 89 11
Pacific ................................................................ 83 17 82 18 88 12

1 Includes workers in the private nonfarm economy except those in private households, and workers in the public sector, except the federal
government. See Technical Note for further explanation.

2 Surveyed occupations are classified into wage categories based on the average wage for the occupation, which may include workers with
earnings both above and below the threshold.  The categories were formed using percentile estimates generated using wage data for March 2016.

Note: Dash indicates no workers in this category or data did not meet publication criteria. For definitions of major plans, key provisions, and related
terms, see the "Glossary of Employee Benefit Terms" at www.bls.gov/ncs/ebs/glossary20152016.htm.

Source: Bureau of Labor Statistics, National Compensation Survey.
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Table 4. Medical plans: Share of premiums paid by employer and employee for family
coverage,  March 2016

(In percent)

Characteristics

Civilian1 Private industry State and local
government

Employer
share of
premium

Employee
share of
premium

Employer
share of
premium

Employee
share of
premium

Employer
share of
premium

Employee
share of
premium

All workers participating in family coverage
medical plans ....................................................... 68 32 68 32 71 29

Worker characteristics

Management, professional, and related ................ 69 31 69 31 69 31
Management, business, and financial ............... 71 29 70 30 – –
Professional and related .................................... 68 32 68 32 68 32

Teachers ........................................................ 66 34 – – 67 33
Primary, secondary, and special education
school teachers ........................................ 65 35 – – 66 34

Registered nurses ......................................... 69 31 – – – –
Service ................................................................... 67 33 64 36 74 26

Protective service .............................................. 77 23 72 28 78 22
Sales and office ..................................................... 66 34 65 35 73 27

Sales and related ............................................... 63 37 63 37 – –
Office and administrative support ...................... 67 33 66 34 73 27

Natural resources, construction, and maintenance 69 31 69 31 74 26
Construction, extraction, farming, fishing, and
forestry ............................................................. 69 31 68 32 – –

Installation, maintenance, and repair ................. 70 30 69 31 – –
Production, transportation, and material moving ... 71 29 71 29 67 33

Production ......................................................... 71 29 71 29 – –
Transportation and material moving .................. 70 30 71 29 – –

Full time ................................................................. 69 31 68 32 71 29
Part time ................................................................ 64 36 63 37 70 30

Union ..................................................................... 80 20 83 17 78 22
Nonunion ............................................................... 65 35 65 35 64 36

Average wage within the following categories:2
Lowest 25 percent ............................................. 61 39 62 38 65 35

Lowest 10 percent ......................................... 61 39 62 38 58 42
Second 25 percent ............................................ 66 34 64 36 73 27
Third 25 percent ................................................ 70 30 68 32 71 29
Highest 25 percent ............................................ 72 28 72 28 73 27

Highest 10 percent ........................................ 73 27 73 27 77 23

See footnotes at end of table.
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Table 4. Medical plans: Share of premiums paid by employer and employee for family
coverage,  March 2016—continued

(In percent)

Characteristics

Civilian1 Private industry State and local
government

Employer
share of
premium

Employee
share of
premium

Employer
share of
premium

Employee
share of
premium

Employer
share of
premium

Employee
share of
premium

Establishment characteristics

Goods-producing industries ................................... 72 28 72 28 – –

Service-providing industries .................................. 68 32 67 33 71 29
Education and health services ........................... 65 35 64 36 67 33

Educational services ...................................... 66 34 66 34 66 34
Elementary and secondary schools ........... 64 36 – – 64 36
Junior colleges, colleges, and universities 70 30 71 29 70 30

Health care and social assistance ................. 65 35 64 36 74 26
Hospitals .................................................... 72 28 – – 73 27

Public administration ......................................... 77 23 – – 77 23

1 to 99 workers ...................................................... 64 36 64 36 73 27
1 to 49 workers .................................................. 65 35 64 36 74 26
50 to 99 workers ................................................ 64 36 63 37 71 29

100 workers or more .............................................. 71 29 71 29 70 30
100 to 499 workers ............................................ 68 32 67 33 70 30
500 workers or more .......................................... 73 27 75 25 71 29

Geographic areas

Northeast ............................................................... 75 25 73 27 82 18
New England ..................................................... 73 27 71 29 79 21
Middle Atlantic ................................................... 76 24 74 26 84 16

South ..................................................................... 63 37 63 37 60 40
South Atlantic .................................................... 66 34 65 35 68 32
East South Central ............................................ 61 39 65 35 49 51
West South Central ........................................... 59 41 60 40 55 45

Midwest ................................................................. 70 30 69 31 76 24
East North Central ............................................. 71 29 70 30 78 22
West North Central ............................................ 68 32 67 33 74 26

West ...................................................................... 70 30 69 31 75 25
Mountain ............................................................ 68 32 68 32 67 33
Pacific ................................................................ 71 29 69 31 78 22

1 Includes workers in the private nonfarm economy except those in private households, and workers in the public sector, except the federal
government. See Technical Note for further explanation.

2 Surveyed occupations are classified into wage categories based on the average wage for the occupation, which may include workers with
earnings both above and below the threshold.  The categories were formed using percentile estimates generated using wage data for March 2016.

Note: Dash indicates no workers in this category or data did not meet publication criteria. For definitions of major plans, key provisions, and related
terms, see the "Glossary of Employee Benefit Terms" at www.bls.gov/ncs/ebs/glossary20152016.htm.

Source: Bureau of Labor Statistics, National Compensation Survey.
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Table 5. Life insurance benefits: Access, participation, and take-up rates,1 March 2016

(All workers = 100 percent)

Characteristics

Civilian2 Private industry State and local government

Access Participation Take-up
rate Access Participation Take-up

rate Access Participation Take-up
rate

All workers ............................................................. 59 57 98 55 54 98 80 78 98

Worker characteristics

Management, professional, and related ................ 77 76 99 75 75 99 80 78 98
Management, business, and financial ............... 83 83 99 83 83 99 – – –
Professional and related .................................... 74 73 98 71 71 99 79 77 98

Teachers ........................................................ 73 71 98 – – – 79 77 98
Primary, secondary, and special education
school teachers ........................................ 82 81 98 – – – 86 84 98

Registered nurses ......................................... 77 77 99 – – – – – –
Service ................................................................... 34 32 95 27 25 94 77 76 98

Protective service .............................................. 71 69 97 50 47 95 86 85 98
Sales and office ..................................................... 56 55 98 54 52 98 81 80 98

Sales and related ............................................... 42 40 96 41 40 96 – – –
Office and administrative support ...................... 64 63 98 62 61 98 82 80 98

Natural resources, construction, and maintenance 58 56 97 54 53 97 93 91 99
Construction, extraction, farming, fishing, and
forestry ............................................................. 51 49 97 46 44 97 – – –

Installation, maintenance, and repair ................. 65 63 97 62 61 97 – – –
Production, transportation, and material moving ... 63 60 97 62 60 97 77 74 97

Production ......................................................... 68 66 98 68 66 98 – – –
Transportation and material moving .................. 58 55 96 56 54 95 – – –

Full time ................................................................. 74 73 98 71 70 98 90 88 98
Part time ................................................................ 12 11 89 12 10 88 22 21 96

Union ..................................................................... 85 83 97 84 80 96 86 85 98
Nonunion ............................................................... 54 53 98 52 51 98 74 72 97

Average wage within the following categories:3
Lowest 25 percent ............................................. 24 22 92 21 19 91 64 62 98

Lowest 10 percent ......................................... 14 12 86 13 11 83 50 49 97
Second 25 percent ............................................ 61 60 98 57 55 97 84 83 98
Third 25 percent ................................................ 75 74 98 71 70 98 84 83 98
Highest 25 percent ............................................ 84 83 99 82 82 99 89 87 97

Highest 10 percent ........................................ 86 85 99 85 85 99 89 85 96

See footnotes at end of table.
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Table 5. Life insurance benefits: Access, participation, and take-up rates,1 March 2016—continued

(All workers = 100 percent)

Characteristics

Civilian2 Private industry State and local government

Access Participation Take-up
rate Access Participation Take-up

rate Access Participation Take-up
rate

Establishment characteristics

Goods-producing industries ................................... 70 68 98 70 68 98 – – –

Service-providing industries .................................. 57 55 98 52 51 97 80 78 98
Education and health services ........................... 69 68 99 62 62 99 80 78 98

Educational services ...................................... 77 75 98 67 66 98 79 78 98
Elementary and secondary schools ........... 76 74 98 – – – 78 76 98
Junior colleges, colleges, and universities 85 83 98 87 86 98 84 81 97

Health care and social assistance ................. 63 63 99 62 61 99 83 79 95
Hospitals .................................................... 90 89 99 – – – 91 87 96

Public administration ......................................... 82 81 98 – – – 82 81 98

1 to 99 workers ...................................................... 41 39 97 40 39 97 64 62 96
1 to 49 workers .................................................. 36 35 98 35 34 98 64 62 97
50 to 99 workers ................................................ 55 52 95 54 52 95 64 62 96

100 workers or more .............................................. 76 74 98 74 72 98 82 80 98
100 to 499 workers ............................................ 68 66 98 67 65 98 75 73 98
500 workers or more .......................................... 85 83 98 85 84 99 85 83 98

Geographic areas

Northeast ............................................................... 59 58 98 56 55 98 81 79 98
New England ..................................................... 58 56 97 56 54 98 71 66 92
Middle Atlantic ................................................... 60 59 99 56 55 98 85 84 99

South ..................................................................... 61 59 97 57 55 97 82 80 97
South Atlantic .................................................... 60 59 98 56 55 98 83 81 98
East South Central ............................................ 62 59 96 56 53 96 89 85 96
West South Central ........................................... 62 60 96 60 57 96 76 75 98

Midwest ................................................................. 62 60 98 59 57 98 79 77 98
East North Central ............................................. 61 59 97 58 56 98 79 76 97
West North Central ............................................ 64 63 98 61 59 98 79 79 100

West ...................................................................... 51 50 98 48 47 98 76 75 99
Mountain ............................................................ 54 53 98 50 49 98 80 79 99
Pacific ................................................................ 50 49 98 46 45 98 75 73 98

1 The take-up rate is an estimate of the percentage of workers with access to a plan who participate in the plan, rounded for presentation. See Technical Note for more
details.

2 Includes workers in the private nonfarm economy except those in private households, and workers in the public sector, except the federal government. See Technical Note
for further explanation.

3 Surveyed occupations are classified into wage categories based on the average wage for the occupation, which may include workers with earnings both above and below
the threshold.  The categories were formed using percentile estimates generated using wage data for March 2016.

Note: Dash indicates no workers in this category or data did not meet publication criteria. For definitions of major plans, key provisions, and related terms, see the "Glossary of
Employee Benefit Terms" at www.bls.gov/ncs/ebs/glossary20152016.htm.

Source: Bureau of Labor Statistics, National Compensation Survey.
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Table 6. Selected paid leave benefits: Access, March 2016

(All workers = 100 percent)

Characteristics

Civilian1 Private industry State and local government

Paid sick
leave

Paid
vacation

Paid
holidays

Paid sick
leave

Paid
vacation

Paid
holidays

Paid sick
leave

Paid
vacation

Paid
holidays

All workers ............................................................. 68 73 75 64 76 77 90 59 67

Worker characteristics

Management, professional, and related ................ 84 76 81 82 88 89 91 42 55
Management, business, and financial ............... 89 95 96 89 97 97 – – –
Professional and related .................................... 82 68 74 78 83 85 91 35 49

Teachers ........................................................ 83 16 35 – – – 89 10 30
Primary, secondary, and special education
school teachers ........................................ 93 16 31 – – – 96 9 26

Registered nurses ......................................... 79 88 89 – – – – – –
Service ................................................................... 48 55 54 42 52 50 86 76 78

Protective service .............................................. 72 76 77 47 58 64 90 89 87
Sales and office ..................................................... 70 80 81 69 79 81 91 85 86

Sales and related ............................................... 60 72 73 60 72 73 – – –
Office and administrative support ...................... 77 85 86 75 85 86 92 86 87

Natural resources, construction, and maintenance 60 79 81 56 77 79 96 97 96
Construction, extraction, farming, fishing, and
forestry ............................................................. 48 67 69 42 63 66 – – –

Installation, maintenance, and repair ................. 72 90 92 69 90 91 – – –
Production, transportation, and material moving ... 61 80 82 59 81 83 89 64 74

Production ......................................................... 58 87 90 57 87 89 – – –
Transportation and material moving .................. 63 74 76 61 75 76 – – –

Full time ................................................................. 80 87 88 76 91 90 98 66 74
Part time ................................................................ 31 35 39 30 36 40 43 21 28

Union ..................................................................... 86 74 79 76 88 89 97 57 69
Nonunion ............................................................... 65 73 75 63 75 76 84 61 66

Average wage within the following categories:2
Lowest 25 percent ............................................. 41 51 53 39 50 52 77 57 64

Lowest 10 percent ......................................... 28 40 40 27 41 40 65 43 49
Second 25 percent ............................................ 70 82 83 65 81 82 94 84 87
Third 25 percent ................................................ 79 87 88 75 88 89 93 65 74
Highest 25 percent ............................................ 87 79 83 84 91 92 97 35 48

Highest 10 percent ........................................ 90 79 83 87 92 93 98 33 45

See footnotes at end of table.
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Table 6. Selected paid leave benefits: Access, March 2016—continued

(All workers = 100 percent)

Characteristics

Civilian1 Private industry State and local government

Paid sick
leave

Paid
vacation

Paid
holidays

Paid sick
leave

Paid
vacation

Paid
holidays

Paid sick
leave

Paid
vacation

Paid
holidays

Establishment characteristics

Goods-producing industries ................................... 63 87 89 63 87 89 – – –

Service-providing industries .................................. 68 71 73 64 74 74 90 59 67
Education and health services ........................... 79 66 73 73 79 83 91 42 55

Educational services ...................................... 87 40 53 75 56 65 91 35 49
Elementary and secondary schools ........... 90 28 42 – – – 91 26 41
Junior colleges, colleges, and universities 87 67 79 83 73 81 90 63 78

Health care and social assistance ................. 74 83 86 73 83 86 91 89 91
Hospitals .................................................... 84 93 94 – – – 93 93 93

Public administration ......................................... 89 88 88 – – – 89 88 88

1 to 99 workers ...................................................... 56 68 69 55 68 69 81 66 71
1 to 49 workers .................................................. 54 67 68 53 67 68 74 68 69
50 to 99 workers ................................................ 62 72 73 60 72 73 90 65 73

100 workers or more .............................................. 79 79 82 75 85 87 91 58 67
100 to 499 workers ............................................ 74 80 82 72 83 85 88 60 63
500 workers or more .......................................... 85 77 81 80 89 89 92 58 68

Geographic areas

Northeast ............................................................... 70 73 74 67 76 76 90 55 60
New England ..................................................... 68 69 70 65 73 73 89 47 52
Middle Atlantic ................................................... 71 75 76 68 77 78 91 58 63

South ..................................................................... 66 76 78 62 78 79 91 61 69
South Atlantic .................................................... 66 76 79 61 78 79 92 65 77
East South Central ............................................ 68 78 78 62 81 79 93 63 72
West South Central ........................................... 66 74 75 63 78 79 88 52 53

Midwest ................................................................. 64 74 75 60 77 76 87 55 67
East North Central ............................................. 63 74 75 60 77 76 86 53 66
West North Central ............................................ 65 73 74 60 76 75 90 58 69

West ...................................................................... 71 70 74 68 71 74 91 64 70
Mountain ............................................................ 61 69 71 58 71 73 83 53 58
Pacific ................................................................ 76 70 75 73 71 75 94 68 74

1 Includes workers in the private nonfarm economy except those in private households, and workers in the public sector, except the federal government. See Technical Note for
further explanation.

2 Surveyed occupations are classified into wage categories based on the average wage for the occupation, which may include workers with earnings both above and below the
threshold.  The categories were formed using percentile estimates generated using wage data for March 2016.

Note: Dash indicates no workers in this category or data did not meet publication criteria. For definitions of major plans, key provisions, and related terms, see the "Glossary of
Employee Benefit Terms" at www.bls.gov/ncs/ebs/glossary20152016.htm.

Source: Bureau of Labor Statistics, National Compensation Survey.
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Appendix table 1. Survey establishment response, March 2016

Establishments Civilian Private industry State and local
governments

Total in sampling frame1 ................................ 6,173,978 5,946,179 227,799

  Total in sample ............................................ 11,400 9,811 1,589
    Responding2 .............................................. 8,358 6,886 1,472
    Refused3 .................................................... 2,102 2,009 93
    Out of business or not in survey scope ..... 940 916 24

1 The list of establishments from which the survey sample was selected (sampling frame) was developed from
State unemployment insurance reports and is based on the 2012 North American Industry Classification System
(NAICS). For private industries, an establishment is usually a single physical location. For state and local
governments, an establishment is defined as all locations of a government entity. 

2 Establishments that provided data at the initial interview.
3 Establishments that did not provide data at the initial interview. Data for establishments not responding at

the time of update interviews are imputed. Detailed information on nonresponse adjustment and imputation can
be found in BLS Handbook of Methods, Chapter 8, “National Compensation Measures,” Bureau of Labor
Statistics, on the Internet at www.bls.gov/opub/hom/pdf/homch8.pdf.

Source: Bureau of Labor Statistics, National Compensation Survey.
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Appendix table 2. Number of workers represented,1 March 2016

Occupational group2 Civilian workers Private industry
workers

State and local
government

workers

All workers ..................................................... 133,189,200 114,163,700 19,025,500
Management, professional, and related .... 41,161,500 30,594,900 10,566,700

Management, business, and financial ... 12,096,200 10,524,200 –
Professional and related ........................ 29,065,400 20,070,700 8,994,700

Teachers ........................................... 6,698,400 – 5,045,200
Primary, secondary, and special
education school teachers ........... 4,466,600 – 3,738,900

Registered nurses ............................. 3,029,800 – –
Service ...................................................... 28,598,200 24,593,500 4,004,600

Protective service .................................. 3,265,900 1,394,000 1,871,900
Sales and office ......................................... 33,202,200 30,552,300 2,649,900

Sales and related .................................. 12,487,200 12,372,400 –
Office and administrative support .......... 20,715,000 18,179,900 2,535,100

Natural resources, construction, and
maintenance ............................................ 10,523,800 9,531,000 992,800

Construction, extraction, farming,
fishing, and forestry ............................. 5,103,100 4,532,900 –

Installation, maintenance, and repair .... 5,420,700 4,998,100 –
Production, transportation, and material
moving ..................................................... 19,703,600 18,892,100 811,500

Production ............................................. 9,428,000 9,318,100 –
Transportation and material moving ...... 10,275,600 9,574,000 –

1 The number of workers represented by the survey are rounded to the nearest 100. Estimates of the
number of workers provide a description of the size and composition of the labor force included in the survey.
Estimates are not intended, however, for comparison to other statistical series to measure employment trends
or levels.

2 The 2010 Standard Occupational Classification system is used to classify workers.

Note: Because of rounding, sums of individual items may not equal totals. Dashes indicate that no estimates for
this characteristic are provided in this publication.

Source: Bureau of Labor Statistics, National Compensation Survey.
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EMPLOYEE BENEFITS IN THE UNITED STATES – MARCH 2017 

Retirement and medical care benefits were available to 70 percent of civilian workers in March 2017, 
the U.S. Bureau of Labor Statistics reported today. Ninety-four percent of union workers had access to 
employer-sponsored retirement and medical care benefits. For nonunion workers, 66 percent had access 
to retirement benefits and 67 percent to medical care benefits. (See chart 1 and tables 1 and 2.) 

For civilian workers, the shares employers paid of medical care premium costs were 80 percent for 
single coverage and 68 percent for family coverage. The employee and employer shares of premiums 
also varied by bargaining status. Employers assumed 87 percent of the premium for single coverage for 
union workers and 79 percent for nonunion workers. For family coverage, union workers had 80 percent 
of the premium paid for by employers, whereas nonunion workers had 65 percent of the premium paid 
by employers. (See chart 2 and tables 3 and 4.) 

Fifty-nine percent of civilian workers had access to life insurance. Among union workers, 86 percent 
had access to life insurance benefits and for nonunion workers the rate was 55 percent. Work schedule 
also had an effect on availability of this workplace benefit. Seventy-five percent of full-time workers 
had access to life insurance, and 13 percent of part-time workers had access. (See chart 1 and table 5.) 

Percent

Chart 1. Civilian workers' access to selected 
employer-sponsored benefits, March 2017

Chart 2. Civilian workers' shares of medical care 
premiums, March 2017

Percent



Table A. Selected employer-sponsored benefits: Access, participation, and take-up rates, March 
2017 
(All workers = 100 percent) 

Benefit 
Civilian Private industry State and local government 

Access Participation Take-up 
rate Access Participation Take-up 

rate Access Participation Take-up 
rate 

Retirement 70 54 77 66 50 75 91 80 88 
Medical care 70 52 74 67 49 72 89 71 80 
Life insurance 59 58 98 55 54 98 81 79 98 

Note: For definitions of major plans, key provisions, and related terms, see the "Glossary of Employee Benefit Terms" at 
www.bls.gov/ncs/ebs/glossary20162017.htm and the technical note. 

Highlights of employer-sponsored benefits for private industry workers 
• Among major occupational groups, access to retirement benefits ranged from 42 percent for 

workers in service occupations to 82 percent for workers in management, professional, and 
related occupations. (See table 1.)

• Eighty-five percent of full-time workers and 19 percent of part-time workers had access to 
medical care benefits. (See table 2.)

• Participation rates in life insurance ranged from 12 percent for workers with an average wage in 
the lowest 10 percent category to 85 percent for workers with an average wage in the highest 10 
percent category. (See table 5.)

• For full-time workers, access to paid vacation was 91 percent and access to paid holidays was 
90 percent. For part-time workers, the corresponding figures were 36 percent and 41 percent, 
respectively. (See table 6.)

• The shares of medical care premiums paid by employees for single coverage ranged from 26 
percent for workers with an average wage in the lowest 10 percent category to 20 percent for 
workers with an average wage in the highest 10 percent category. For family coverage, the 
shares ranged from 41 percent to 28 percent for the same two wage categories. (See tables 3 and 
4.) 

Highlights of employer-sponsored benefits for state and local government workers 
• Among full-time workers, access to both retirement and medical care benefits was 99 percent. 

Part-time workers' access to these benefits was 46 percent and 27 percent, respectively. (See 
tables 1 and 2.)

• Fifty-eight percent of workers with average wages in the lowest 10 percent category and 82 
percent in the highest 10 percent category participated in retirement benefits. For medical care 
benefits, participation was 46 percent and 74 percent, respectively.  (See tables 1 and 2.)

• Access to life insurance benefits was 70 percent in establishments employing 1 to 49 workers 
and 86 percent in those employing 500 workers or more. (See table 5.)

• The shares of medical care premiums paid by employees for family coverage ranged from 40 
percent for workers with an average wage in the lowest 10 percent category to 25 percent for 
workers with an average wage in the highest 10 percent category. (See table 4.) 

Additional Estimates Available Fall 2017 
More information will be published September 22, 2017 on the incidence and provisions of health care benefits, 
retirement benefits, life insurance, short-term and long-term disability benefits, paid holidays and vacations, 
and other selected benefits. For more information on employer-sponsored benefits, see www.bls.gov/ebs.  
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TECHNICAL NOTE 

Estimates in this release are from the National Compensation Survey (NCS), conducted by the U.S. 
Department of Labor, Bureau of Labor Statistics (BLS). This news release contains March 2017 
estimates on the incidence (access to and participation in) of selected employer-sponsored benefits and 
the share of premiums paid by employers and employees for medical plans for civilian, private industry, 
and state and local government workers in the United States. Workers in the civilian economy are 
defined as those employed in private industry and state and local government.  Excluded from the 
civilian economy are workers employed in federal and quasi-federal agencies, military personnel, 
agricultural workers, volunteers, unpaid workers, individuals receiving long-term disability 
compensation, and those working overseas. In addition, private industry excludes workers in private 
households, the self-employed, workers who set their own pay (e.g., proprietors, owners, major 
stockholders, and partners in unincorporated firms), and family members paid token wages. 

The NCS provides comprehensive measures of compensation cost levels and trends and also provides 
benefits incidence estimates on the percentage of workers with access to and participating in employer-
provided benefit plans. The survey covers a broad range of benefits including holidays and vacations, 
sick leave, life insurance, and detailed provisions for health care and retirement plans. Archived NCS 
releases are available at www.bls.gov/ncs/ncspubs.htm.  

Comparing private and public sector data: Incidence of employee benefits in state and local 
government should not be directly compared to private industry. Differences between these sectors stem 
from factors such as variation in work activities and occupational structures. Manufacturing and sales, 
for example, make up a large part of private industry work activities but are rare in state and local 
government. Administrative support and professional occupations (including teachers) account for two-
thirds of the state and local government workforce, compared with one-half of private industry. 

Leave benefits for teachers: Primary, secondary, and special education teachers typically have a work 
schedule of 37 or 38 weeks per year. Because of this work schedule, they are generally not offered 
vacations or holidays. In many cases, the time off during winter and spring breaks during the school year 
are not considered vacation days for the purposes of this survey. 

Medical plan premiums: The estimates for medical plan premiums are not based on actual decisions 
regarding medical coverage made by employees; instead they are based on the assumption that all 
employees in the occupation can opt for single or family coverage. Monthly premiums are collected 
when possible. Annual premiums are converted to monthly premiums by dividing by 12 months.  

Sample rotation: The state and local government sample was replaced in its entirety for the March 
2017 reference period.  It was last replaced with the March 2007 reference period. The government 
sample is replaced less frequently than the private industry sample. One-third of the private industry 
sample is rotated each year except in years when the government sample is replaced. 

Sample size: See appendix table 1 at the end of this release. 

Survey scope: See appendix table 2 at the end of this release. 

Geographic areas: Areas are defined by four census regions: Northeast, South, Midwest, and West.  
Census divisions within the regions are defined as follows: New England: Connecticut, Maine, 

- 3 -



Massachusetts, New Hampshire, Rhode Island and Vermont; Middle Atlantic: New Jersey, New York, 
and Pennsylvania; South Atlantic: Delaware, District of Columbia, Florida, Georgia, Maryland, North 
Carolina, South Carolina, Virginia, and West Virginia; East South Central: Alabama, Kentucky, 
Mississippi, and Tennessee; West South Central: Arkansas, Louisiana, Oklahoma, and Texas; East 
North Central: Illinois, Indiana, Michigan, Ohio, and Wisconsin; West North Central: Iowa, Kansas, 
Minnesota, Missouri, Nebraska, North Dakota, and South Dakota; Mountain: Arizona, Colorado, Idaho, 
Montana, Nevada, New Mexico, Utah, and Wyoming; and Pacific: Alaska, California, Hawaii, Oregon, 
and Washington. 

Standard errors: To assist users in ascertaining the reliability of benefits estimates, standard errors are 
made available shortly after publication of the news release. Standard errors provide users a measure of 
the precision of an estimate to ensure that it is within an acceptable range for their intended purpose. For 
further information see www.bls.gov/ncs/ebs/nb_var.htm. 

Obtaining information: For research articles on employee benefits, see the Monthly Labor Review 
benefits section at www.bls.gov/opub/mlr/subject/b.htm and Beyond the Numbers: Pay and Benefits at 
www.bls.gov/opub/btn/archive/home.htm. For further technical information, see Chapter 8, "National 
Compensation Measures," BLS Handbook of Methods at www.bls.gov/opub/hom/pdf/homch8.pdf. 

Definitions of major terms: 

Access: Employees are considered to have access to a benefit plan if it is available for their use. For 
example, if an employee is permitted to participate in a medical plan offered by the employer, but the 
employee declines to do so, he or she is placed in a category with those having access to medical care 
benefits. 

Participation: Employees in contributory plans are considered participants in an insurance or retirement 
plan if they have paid required contributions and fulfilled any applicable service requirements. 
Employees in noncontributory plans are counted as participating regardless of whether they have 
fulfilled the service requirements. Note that the term "incidence" can refer to either rates of access or 
rates of participation in a benefit plan. 

Take-up rate: The percentage of workers with access to a plan who participate in the plan. 

Retirement benefits include defined benefit pension plans and defined contribution retirement plans. 
Workers are counted as having access or participating in retirement benefits if they have access or 
participate in at least one type of plan, defined benefit or defined contribution; some workers may have 
access to or participate in both. Differences in retirement plan participation are influenced by type of 
plan offered. Participation in defined benefit plans is often mandatory, subject to any applicable 
eligibility requirements, while participation in defined contribution plans is often voluntary. 

Medical care benefits provide services or payments for services rendered in the hospital or by a 
qualified medical care provider. 

Calculation details: Average hourly earnings from sampled occupations within an establishment were 
used to produce estimates for worker groups within six earnings categories: the lowest 10 percent, the 
lowest 25 percent, the second 25 percent, the third 25 percent, the highest 25 percent, and the highest 10 
percent. The categories are based on unpublished March 2017 wages and salaries series from the 
Employer Costs for Employee Compensation at www.bls.gov/news.release/archives/ecec_06092017.pdf. 
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The percentiles were computed using earnings and scheduled hours of work reported for individual 
workers in sampled establishment jobs. Establishments in the survey are asked to report only individual 
worker earnings for each sampled job. For the calculation of the hourly percentile values, the individual 
worker hourly earnings are weighted and arrayed from lowest to highest. The values corresponding to 
the percentiles are: 

Characteristics 
Hourly wage percentiles 

10 25 
50 

(median) 75 90 
Civilian $10.00 $12.86 $19.23 $30.95 $47.02 
   Private industry $9.79 $12.25 $18.16 $29.44 $46.10 
   State and local government $13.19 $17.79 $26.50 $37.75 $51.18 

The lowest 10-percent and 25-percent wage categories include those occupations with an average hourly 
wage less than the 10th percentile value and 25th percentile value, respectively. The second 25-percent 
category includes those occupations that earn at or above the 25th percentile value but less than the 50th 
percentile value. The third 25-percent category includes those occupations that earn at or above the 50th 
percentile value but less than the 75th percentile value. Finally, the highest 25- and 10-percent wage 
categories include those occupations with an average wage value greater than or equal to the 75th and 
90th percentile value, respectively. 

Individual workers can be in an earnings category that is different from the occupation into which they 
are classified because average hourly earnings for the occupation are used to produce the benefit 
estimates. 

Information in this release will be made available to sensory impaired individuals upon request. 
Voice phone: (202) 691-5200; Federal Relay Service: (800) 877-8339. 
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Table 1. Retirement benefits:1 Access, participation, and take-up rates,2 March 2017

(All workers = 100 percent)

Characteristics

Civilian3 Private industry State and local government

Access Participation Take-up
rate Access Participation Take-up

rate Access Participation Take-up
rate

All workers ............................................................. 70 54 77 66 50 75 91 80 88

Worker characteristics

Management, professional, and related ................ 85 73 86 82 70 86 94 81 86
Management, business, and financial ............... 88 77 88 87 76 88 – – –
Professional and related .................................... 84 71 85 79 67 84 93 80 86

Teachers ........................................................ 85 74 87 – – – 94 81 86
Primary, secondary, and special education
school teachers ........................................ 94 82 87 – – – 99 86 87

Registered nurses ......................................... 89 74 84 – – – – – –
Service ................................................................... 47 30 62 42 22 54 84 76 90

Protective service .............................................. 79 63 80 61 32 52 92 86 94
Sales and office ..................................................... 72 53 74 70 51 72 91 80 88

Sales and related ............................................... 67 41 62 67 41 61 – – –
Office and administrative support ...................... 75 60 80 72 57 79 92 81 88

Natural resources, construction, and maintenance 66 52 79 63 48 77 97 89 91
Construction, extraction, farming, fishing, and
forestry ............................................................. 62 49 80 58 45 78 – – –

Installation, maintenance, and repair ................. 69 54 78 67 51 76 – – –
Production, transportation, and material moving ... 71 54 76 71 53 75 90 80 89

Production ......................................................... 74 56 76 74 56 76 – – –
Transportation and material moving .................. 69 52 75 68 50 74 – – –

Full time ................................................................. 81 65 80 77 60 78 99 87 88
Part time ................................................................ 38 22 59 38 21 56 46 39 84

Union ..................................................................... 94 83 88 92 82 90 97 83 86
Nonunion ............................................................... 66 49 75 64 47 73 86 77 89

Average wage within the following categories:4
Lowest 25 percent ............................................. 45 25 55 42 21 51 78 68 87

Lowest 10 percent ......................................... 34 15 44 33 14 41 67 58 87
Second 25 percent ............................................ 70 52 74 66 46 70 94 83 88
Third 25 percent ................................................ 82 68 83 78 64 81 98 86 88
Highest 25 percent ............................................ 90 80 89 88 77 88 97 84 87

Highest 10 percent ........................................ 91 81 89 89 81 90 96 82 85

See footnotes at end of table.
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Table 1. Retirement benefits:1 Access, participation, and take-up rates,2 March 2017—continued

(All workers = 100 percent)

Characteristics

Civilian3 Private industry State and local government

Access Participation Take-up
rate Access Participation Take-up

rate Access Participation Take-up
rate

Establishment characteristics

Goods-producing industries ................................... 75 60 80 75 60 80 – – –

Service-providing industries .................................. 69 53 77 65 48 74 91 80 88
Education and health services ........................... 80 65 81 72 57 79 93 79 85

Educational services ...................................... 88 76 86 72 64 89 93 79 86
Elementary and secondary schools ........... 90 78 87 – – – 93 80 86
Junior colleges, colleges, and universities 91 77 85 88 78 89 92 76 83

Health care and social assistance ................. 74 57 78 72 56 77 93 78 83
Hospitals .................................................... 91 78 86 – – – 93 77 83

Public administration ......................................... 91 84 92 – – – 91 84 92

1 to 99 workers ...................................................... 55 40 73 53 37 71 87 79 90
1 to 49 workers .................................................. 50 36 72 49 34 71 85 78 91
50 to 99 workers ................................................ 68 50 73 65 46 70 90 80 89

100 workers or more .............................................. 85 68 80 83 65 78 93 80 87
100 to 499 workers ............................................ 80 61 76 79 58 73 91 81 90
500 workers or more .......................................... 91 77 85 89 76 85 93 80 86

Geographic areas

Northeast ............................................................... 72 58 82 68 55 80 91 80 88
New England ..................................................... 73 57 78 71 55 78 86 68 80
Middle Atlantic ................................................... 71 59 83 67 54 81 93 84 90

South ..................................................................... 71 53 74 67 47 71 94 83 89
South Atlantic .................................................... 71 54 76 68 50 74 92 79 87
East South Central ............................................ 72 50 70 68 44 64 94 85 91
West South Central ........................................... 70 52 74 65 45 69 97 87 90

Midwest ................................................................. 73 56 77 70 53 75 90 76 85
East North Central ............................................. 72 55 76 70 52 75 88 74 84
West North Central ............................................ 75 58 77 72 54 75 92 80 87

West ...................................................................... 64 51 79 60 46 77 89 78 88
Mountain ............................................................ 66 52 78 63 47 75 86 78 91
Pacific ................................................................ 63 50 80 58 45 78 90 79 87

1 Includes defined benefit pension plans and defined contribution retirement plans. Workers are considered as having access or as participating if they have access to or are
participating in at least one of these plan types.

2 The take-up rate is an estimate of the percentage of workers with access to a plan who participate in the plan, rounded for presentation.
3 Includes workers in private industry and state and local government. See Technical Note for further explanation.
4 Surveyed occupations are classified into wage categories based on the average wage for the occupation, which may include workers with earnings both above and below

the threshold.  The categories were formed using percentile estimates generated using wage data for March 2017.

Note: Dash indicates no workers in this category or data did not meet publication criteria. For definitions of major plans, key provisions, and related terms, see the "Glossary of
Employee Benefit Terms" at www.bls.gov/ncs/ebs/glossary20162017.htm.

Source: Bureau of Labor Statistics, National Compensation Survey.
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Table 2. Medical care benefits: Access, participation, and take-up rates,1 March 2017

(All workers = 100 percent)

Characteristics

Civilian2 Private industry State and local government

Access Participation Take-up
rate Access Participation Take-up

rate Access Participation Take-up
rate

All workers ............................................................. 70 52 74 67 49 72 89 71 80

Worker characteristics

Management, professional, and related ................ 88 67 76 86 65 75 92 72 79
Management, business, and financial ............... 95 73 77 95 73 76 – – –
Professional and related .................................... 85 64 76 82 61 74 91 71 78

Teachers ........................................................ 84 63 75 – – – 92 71 77
Primary, secondary, and special education
school teachers ........................................ 95 70 74 – – – 99 75 76

Registered nurses ......................................... 86 63 73 – – – – – –
Service ................................................................... 44 29 66 39 23 61 80 65 81

Protective service .............................................. 68 51 75 41 21 52 89 73 82
Sales and office ..................................................... 68 49 72 66 47 71 89 73 83

Sales and related ............................................... 54 37 69 54 37 69 – – –
Office and administrative support ...................... 76 55 73 74 53 71 90 74 83

Natural resources, construction, and maintenance 74 59 79 72 57 79 95 78 82
Construction, extraction, farming, fishing, and
forestry ............................................................. 67 56 83 65 54 83 – – –

Installation, maintenance, and repair ................. 81 62 77 79 60 76 – – –
Production, transportation, and material moving ... 75 56 74 75 55 74 85 69 82

Production ......................................................... 81 62 76 81 62 76 – – –
Transportation and material moving .................. 69 50 72 69 49 71 – – –

Full time ................................................................. 88 65 75 85 63 73 99 80 80
Part time ................................................................ 19 12 61 19 11 60 27 19 70

Union ..................................................................... 94 76 81 93 79 84 95 73 77
Nonunion ............................................................... 67 48 72 65 46 71 83 69 83

Average wage within the following categories:3
Lowest 25 percent ............................................. 37 23 63 33 20 60 72 58 80

Lowest 10 percent ......................................... 24 14 57 22 12 55 59 46 78
Second 25 percent ............................................ 75 53 72 71 49 69 93 76 81
Third 25 percent ................................................ 87 67 77 85 64 76 97 78 81
Highest 25 percent ............................................ 93 73 78 92 72 78 95 74 78

Highest 10 percent ........................................ 94 73 78 94 73 78 93 74 80

See footnotes at end of table.
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Table 2. Medical care benefits: Access, participation, and take-up rates,1 March 2017—continued

(All workers = 100 percent)

Characteristics

Civilian2 Private industry State and local government

Access Participation Take-up
rate Access Participation Take-up

rate Access Participation Take-up
rate

Establishment characteristics

Goods-producing industries ................................... 85 67 80 85 67 80 – – –

Service-providing industries .................................. 68 49 72 64 45 70 89 71 80
Education and health services ........................... 79 58 73 73 51 69 90 70 78

Educational services ...................................... 86 66 77 75 56 74 90 69 77
Elementary and secondary schools ........... 88 66 75 – – – 90 68 76
Junior colleges, colleges, and universities 90 72 80 90 70 78 90 74 82

Health care and social assistance ................. 75 52 70 73 50 68 91 77 84
Hospitals .................................................... 91 68 75 – – – 91 77 84

Public administration ......................................... 90 75 83 – – – 90 75 83

1 to 99 workers ...................................................... 57 41 71 55 39 70 85 68 80
1 to 49 workers .................................................. 53 37 71 51 36 70 82 67 82
50 to 99 workers ................................................ 70 50 72 67 47 71 89 69 78

100 workers or more .............................................. 84 63 75 82 61 74 90 72 80
100 to 499 workers ............................................ 79 58 74 78 57 73 86 69 80
500 workers or more .......................................... 90 69 77 89 67 76 92 73 80

Geographic areas

Northeast ............................................................... 71 52 74 68 50 73 87 68 78
New England ..................................................... 70 49 70 67 46 70 88 64 73
Middle Atlantic ................................................... 71 53 75 69 51 74 87 69 80

South ..................................................................... 71 52 74 68 48 71 93 77 83
South Atlantic .................................................... 70 51 73 67 47 71 91 75 83
East South Central ............................................ 74 56 75 70 51 72 92 83 90
West South Central ........................................... 71 53 74 67 48 72 96 78 81

Midwest ................................................................. 71 50 70 68 47 69 85 64 75
East North Central ............................................. 70 49 70 69 47 69 83 64 77
West North Central ............................................ 71 50 71 68 48 71 88 63 72

West ...................................................................... 69 54 78 66 51 77 88 70 80
Mountain ............................................................ 68 52 76 66 50 76 86 67 78
Pacific ................................................................ 69 54 79 66 51 78 89 72 81

1 The take-up rate is an estimate of the percentage of workers with access to a plan who participate in the plan, rounded for presentation.
2 Includes workers in private industry and state and local government. See Technical Note for further explanation.
3 Surveyed occupations are classified into wage categories based on the average wage for the occupation, which may include workers with earnings both above and below

the threshold.  The categories were formed using percentile estimates generated using wage data for March 2017.

Note: Dash indicates no workers in this category or data did not meet publication criteria. For definitions of major plans, key provisions, and related terms, see the "Glossary of
Employee Benefit Terms" at www.bls.gov/ncs/ebs/glossary20162017.htm.

Source: Bureau of Labor Statistics, National Compensation Survey.
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Table 3. Medical plans: Share of premiums paid by employer and employee for single
coverage,  March 2017

(In percent)

Characteristics

Civilian1 Private industry State and local
government

Employer
share of
premium

Employee
share of
premium

Employer
share of
premium

Employee
share of
premium

Employer
share of
premium

Employee
share of
premium

All workers participating in single coverage
medical plans ....................................................... 80 20 79 21 86 14

Worker characteristics

Management, professional, and related ................ 81 19 80 20 85 15
Management, business, and financial ............... 80 20 79 21 – –
Professional and related .................................... 82 18 80 20 85 15

Teachers ........................................................ 84 16 – – 84 16
Primary, secondary, and special education
school teachers ........................................ 84 16 – – 84 16

Registered nurses ......................................... 80 20 – – – –
Service ................................................................... 80 20 77 23 87 13

Protective service .............................................. 87 13 81 19 88 12
Sales and office ..................................................... 79 21 78 22 88 12

Sales and related ............................................... 77 23 77 23 – –
Office and administrative support ...................... 80 20 78 22 88 12

Natural resources, construction, and maintenance 80 20 79 21 89 11
Construction, extraction, farming, fishing, and
forestry ............................................................. 80 20 79 21 – –

Installation, maintenance, and repair ................. 80 20 79 21 – –
Production, transportation, and material moving ... 80 20 79 21 86 14

Production ......................................................... 79 21 79 21 – –
Transportation and material moving .................. 80 20 80 20 – –

Full time ................................................................. 80 20 79 21 86 14
Part time ................................................................ 78 22 77 23 85 15

Union ..................................................................... 87 13 87 13 86 14
Nonunion ............................................................... 79 21 77 23 87 13

Average wage within the following categories:2
Lowest 25 percent ............................................. 77 23 75 25 87 13

Lowest 10 percent ......................................... 75 25 74 26 87 13
Second 25 percent ............................................ 80 20 78 22 87 13
Third 25 percent ................................................ 81 19 79 21 86 14
Highest 25 percent ............................................ 81 19 80 20 85 15

Highest 10 percent ........................................ 81 19 80 20 85 15

See footnotes at end of table.
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Table 3. Medical plans: Share of premiums paid by employer and employee for single
coverage,  March 2017—continued

(In percent)

Characteristics

Civilian1 Private industry State and local
government

Employer
share of
premium

Employee
share of
premium

Employer
share of
premium

Employee
share of
premium

Employer
share of
premium

Employee
share of
premium

Establishment characteristics

Goods-producing industries ................................... 80 20 80 20 – –

Service-providing industries .................................. 80 20 78 22 86 14
Education and health services ........................... 82 18 79 21 85 15

Educational services ...................................... 84 16 80 20 85 15
Elementary and secondary schools ........... 84 16 – – 84 16
Junior colleges, colleges, and universities 84 16 80 20 86 14

Health care and social assistance ................. 80 20 79 21 87 13
Hospitals .................................................... 83 17 – – 87 13

Public administration ......................................... 88 12 – – 88 12

1 to 99 workers ...................................................... 79 21 78 22 87 13
1 to 49 workers .................................................. 79 21 78 22 88 12
50 to 99 workers ................................................ 78 22 77 23 86 14

100 workers or more .............................................. 81 19 80 20 86 14
100 to 499 workers ............................................ 80 20 79 21 87 13
500 workers or more .......................................... 83 17 81 19 86 14

Geographic areas

Northeast ............................................................... 82 18 81 19 84 16
New England ..................................................... 78 22 78 22 77 23
Middle Atlantic ................................................... 83 17 82 18 87 13

South ..................................................................... 80 20 78 22 86 14
South Atlantic .................................................... 79 21 78 22 85 15
East South Central ............................................ 81 19 78 22 88 12
West South Central ........................................... 79 21 77 23 87 13

Midwest ................................................................. 79 21 78 22 87 13
East North Central ............................................. 79 21 78 22 85 15
West North Central ............................................ 80 20 78 22 90 10

West ...................................................................... 81 19 80 20 87 13
Mountain ............................................................ 79 21 78 22 87 13
Pacific ................................................................ 82 18 81 19 87 13

1 Includes workers in private industry and state and local government. See Technical Note for further explanation.
2 Surveyed occupations are classified into wage categories based on the average wage for the occupation, which may include workers with

earnings both above and below the threshold.  The categories were formed using percentile estimates generated using wage data for March 2017.

Note: Dash indicates no workers in this category or data did not meet publication criteria. For definitions of major plans, key provisions, and related
terms, see the "Glossary of Employee Benefit Terms" at www.bls.gov/ncs/ebs/glossary20162017.htm.

Source: Bureau of Labor Statistics, National Compensation Survey.
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Table 4. Medical plans: Share of premiums paid by employer and employee for family
coverage,  March 2017

(In percent)

Characteristics

Civilian1 Private industry State and local
government

Employer
share of
premium

Employee
share of
premium

Employer
share of
premium

Employee
share of
premium

Employer
share of
premium

Employee
share of
premium

All workers participating in family coverage
medical plans ....................................................... 68 32 67 33 71 29

Worker characteristics

Management, professional, and related ................ 69 31 68 32 70 30
Management, business, and financial ............... 70 30 70 30 – –
Professional and related .................................... 68 32 68 32 69 31

Teachers ........................................................ 65 35 – – 66 34
Primary, secondary, and special education
school teachers ........................................ 64 36 – – 65 35

Registered nurses ......................................... 70 30 – – – –
Service ................................................................... 65 35 62 38 73 27

Protective service .............................................. 77 23 73 27 78 22
Sales and office ..................................................... 66 34 65 35 72 28

Sales and related ............................................... 63 37 64 36 – –
Office and administrative support ...................... 67 33 65 35 72 28

Natural resources, construction, and maintenance 68 32 68 32 74 26
Construction, extraction, farming, fishing, and
forestry ............................................................. 68 32 68 32 – –

Installation, maintenance, and repair ................. 68 32 68 32 – –
Production, transportation, and material moving ... 72 28 72 28 70 30

Production ......................................................... 73 27 73 27 – –
Transportation and material moving .................. 71 29 71 29 – –

Full time ................................................................. 68 32 68 32 71 29
Part time ................................................................ 63 37 62 38 70 30

Union ..................................................................... 80 20 83 17 76 24
Nonunion ............................................................... 65 35 65 35 66 34

Average wage within the following categories:2
Lowest 25 percent ............................................. 60 40 59 41 66 34

Lowest 10 percent ......................................... 57 43 59 41 60 40
Second 25 percent ............................................ 67 33 66 34 74 26
Third 25 percent ................................................ 70 30 68 32 69 31
Highest 25 percent ............................................ 71 29 71 29 74 26

Highest 10 percent ........................................ 73 27 72 28 75 25

See footnotes at end of table.
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Table 4. Medical plans: Share of premiums paid by employer and employee for family
coverage,  March 2017—continued

(In percent)

Characteristics

Civilian1 Private industry State and local
government

Employer
share of
premium

Employee
share of
premium

Employer
share of
premium

Employee
share of
premium

Employer
share of
premium

Employee
share of
premium

Establishment characteristics

Goods-producing industries ................................... 72 28 72 28 – –

Service-providing industries .................................. 67 33 66 34 71 29
Education and health services ........................... 65 35 64 36 67 33

Educational services ...................................... 66 34 66 34 66 34
Elementary and secondary schools ........... 64 36 – – 64 36
Junior colleges, colleges, and universities 70 30 69 31 71 29

Health care and social assistance ................. 65 35 63 37 74 26
Hospitals .................................................... 73 27 – – 75 25

Public administration ......................................... 77 23 – – 77 23

1 to 99 workers ...................................................... 64 36 63 37 73 27
1 to 49 workers .................................................. 65 35 64 36 72 28
50 to 99 workers ................................................ 64 36 62 38 73 27

100 workers or more .............................................. 70 30 70 30 70 30
100 to 499 workers ............................................ 67 33 66 34 71 29
500 workers or more .......................................... 74 26 76 24 70 30

Geographic areas

Northeast ............................................................... 74 26 72 28 82 18
New England ..................................................... 73 27 72 28 77 23
Middle Atlantic ................................................... 74 26 72 28 84 16

South ..................................................................... 64 36 64 36 63 37
South Atlantic .................................................... 66 34 66 34 65 35
East South Central ............................................ 66 34 66 34 63 37
West South Central ........................................... 61 39 61 39 59 41

Midwest ................................................................. 69 31 69 31 73 27
East North Central ............................................. 70 30 70 30 74 26
West North Central ............................................ 68 32 67 33 72 28

West ...................................................................... 69 31 67 33 75 25
Mountain ............................................................ 66 34 65 35 71 29
Pacific ................................................................ 70 30 68 32 77 23

1 Includes workers in private industry and state and local government. See Technical Note for further explanation.
2 Surveyed occupations are classified into wage categories based on the average wage for the occupation, which may include workers with

earnings both above and below the threshold.  The categories were formed using percentile estimates generated using wage data for March 2017.

Note: Dash indicates no workers in this category or data did not meet publication criteria. For definitions of major plans, key provisions, and related
terms, see the "Glossary of Employee Benefit Terms" at www.bls.gov/ncs/ebs/glossary20162017.htm.

Source: Bureau of Labor Statistics, National Compensation Survey.
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Table 5. Life insurance benefits: Access, participation, and take-up rates,1 March 2017

(All workers = 100 percent)

Characteristics

Civilian2 Private industry State and local government

Access Participation Take-up
rate Access Participation Take-up

rate Access Participation Take-up
rate

All workers ............................................................. 59 58 98 55 54 98 81 79 98

Worker characteristics

Management, professional, and related ................ 78 76 99 76 75 99 83 81 98
Management, business, and financial ............... 85 84 99 84 83 99 – – –
Professional and related .................................... 75 73 98 71 70 99 82 80 98

Teachers ........................................................ 74 73 98 – – – 81 80 98
Primary, secondary, and special education
school teachers ........................................ 82 81 98 – – – 86 85 98

Registered nurses ......................................... 76 75 98 – – – – – –
Service ................................................................... 35 33 95 28 27 94 75 73 97

Protective service .............................................. 71 68 96 50 48 95 86 84 97
Sales and office ..................................................... 56 55 98 54 52 98 82 79 97

Sales and related ............................................... 42 40 96 42 40 96 – – –
Office and administrative support ...................... 64 63 98 62 61 98 82 80 97

Natural resources, construction, and maintenance 57 55 97 54 52 97 90 88 99
Construction, extraction, farming, fishing, and
forestry ............................................................. 49 47 97 45 44 97 – – –

Installation, maintenance, and repair ................. 64 62 98 62 60 98 – – –
Production, transportation, and material moving ... 63 61 97 62 60 97 80 78 98

Production ......................................................... 68 66 98 67 66 98 – – –
Transportation and material moving .................. 58 55 96 56 54 95 – – –

Full time ................................................................. 75 73 98 71 70 98 91 89 98
Part time ................................................................ 13 12 90 12 11 89 24 22 95

Union ..................................................................... 86 83 97 84 80 96 88 87 98
Nonunion ............................................................... 55 53 98 53 51 98 75 73 97

Average wage within the following categories:3
Lowest 25 percent ............................................. 25 24 93 22 20 92 65 63 97

Lowest 10 percent ......................................... 16 14 89 14 12 87 52 50 97
Second 25 percent ............................................ 61 60 97 57 55 97 87 85 98
Third 25 percent ................................................ 75 74 98 71 70 98 87 85 98
Highest 25 percent ............................................ 84 83 99 83 82 99 88 86 98

Highest 10 percent ........................................ 85 84 99 85 85 99 84 82 97

See footnotes at end of table.
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Table 5. Life insurance benefits: Access, participation, and take-up rates,1 March 2017—continued

(All workers = 100 percent)

Characteristics

Civilian2 Private industry State and local government

Access Participation Take-up
rate Access Participation Take-up

rate Access Participation Take-up
rate

Establishment characteristics

Goods-producing industries ................................... 70 68 98 70 68 98 – – –

Service-providing industries .................................. 57 56 98 53 51 98 81 79 98
Education and health services ........................... 69 68 98 62 62 99 82 80 97

Educational services ...................................... 77 76 98 66 66 99 81 79 98
Elementary and secondary schools ........... 76 75 98 – – – 79 77 98
Junior colleges, colleges, and universities 87 85 98 87 87 99 86 84 97

Health care and social assistance ................. 64 63 99 61 61 99 88 84 96
Hospitals .................................................... 88 87 99 – – – 88 84 95

Public administration ......................................... 84 81 97 – – – 84 81 97

1 to 99 workers ...................................................... 43 42 97 40 39 97 74 73 98
1 to 49 workers .................................................. 37 36 98 36 35 98 70 69 98
50 to 99 workers ................................................ 57 55 97 54 52 97 79 77 98

100 workers or more .............................................. 76 74 98 74 72 98 83 81 97
100 to 499 workers ............................................ 68 66 97 66 64 97 77 75 97
500 workers or more .......................................... 86 84 98 85 84 99 86 84 97

Geographic areas

Northeast ............................................................... 60 59 98 56 55 98 82 80 98
New England ..................................................... 60 58 97 57 56 98 82 75 92
Middle Atlantic ................................................... 59 59 99 56 55 99 82 82 99

South ..................................................................... 61 60 97 58 56 97 82 80 97
South Atlantic .................................................... 61 60 98 57 56 98 85 82 97
East South Central ............................................ 58 56 96 55 53 96 74 71 96
West South Central ........................................... 63 61 96 60 57 96 82 80 97

Midwest ................................................................. 61 60 98 58 57 98 81 79 98
East North Central ............................................. 61 59 97 58 57 98 80 78 97
West North Central ............................................ 62 61 98 59 57 98 81 80 99

West ...................................................................... 53 52 98 48 47 98 79 78 98
Mountain ............................................................ 56 55 98 52 51 98 82 82 100
Pacific ................................................................ 51 50 98 47 46 98 78 77 98

1 The take-up rate is an estimate of the percentage of workers with access to a plan who participate in the plan, rounded for presentation.
2 Includes workers in private industry and state and local government. See Technical Note for further explanation.
3 Surveyed occupations are classified into wage categories based on the average wage for the occupation, which may include workers with earnings both above and below

the threshold.  The categories were formed using percentile estimates generated using wage data for March 2017.

Note: Dash indicates no workers in this category or data did not meet publication criteria. For definitions of major plans, key provisions, and related terms, see the "Glossary of
Employee Benefit Terms" at www.bls.gov/ncs/ebs/glossary20162017.htm.

Source: Bureau of Labor Statistics, National Compensation Survey.
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Table 6. Selected paid leave benefits: Access, March 2017

(All workers = 100 percent)

Characteristics

Civilian1 Private industry State and local government

Paid sick
leave

Paid
vacation

Paid
holidays

Paid sick
leave

Paid
vacation

Paid
holidays

Paid sick
leave

Paid
vacation

Paid
holidays

All workers ............................................................. 72 74 76 68 76 77 91 60 68

Worker characteristics

Management, professional, and related ................ 89 77 81 88 88 90 93 47 57
Management, business, and financial ............... 94 95 96 93 97 97 – – –
Professional and related .................................... 88 69 75 85 83 86 93 40 52

Teachers ........................................................ 85 20 36 – – – 92 15 32
Primary, secondary, and special education
school teachers ........................................ 96 19 32 – – – 99 13 28

Registered nurses ......................................... 90 89 89 – – – – – –
Service ................................................................... 51 55 54 46 52 50 84 74 78

Protective service .............................................. 77 76 79 58 58 64 91 89 90
Sales and office ..................................................... 75 80 82 73 80 82 92 86 88

Sales and related ............................................... 64 72 74 64 72 74 – – –
Office and administrative support ...................... 81 85 87 79 85 87 92 86 88

Natural resources, construction, and maintenance 63 80 82 60 78 80 95 97 96
Construction, extraction, farming, fishing, and
forestry ............................................................. 51 68 70 47 65 67 – – –

Installation, maintenance, and repair ................. 74 91 92 73 91 92 – – –
Production, transportation, and material moving ... 63 81 83 62 82 83 89 63 71

Production ......................................................... 62 87 90 62 87 90 – – –
Transportation and material moving .................. 65 75 76 63 76 77 – – –

Full time ................................................................. 84 87 88 81 91 90 99 67 74
Part time ................................................................ 36 35 40 35 36 41 45 23 34

Union ..................................................................... 87 74 80 79 89 89 97 57 69
Nonunion ............................................................... 69 74 75 67 75 76 86 63 67

Average wage within the following categories:2
Lowest 25 percent ............................................. 46 52 54 43 50 51 78 58 64

Lowest 10 percent ......................................... 31 42 42 30 42 41 65 44 51
Second 25 percent ............................................ 72 82 83 69 82 82 95 85 88
Third 25 percent ................................................ 85 88 89 81 89 90 97 63 70
Highest 25 percent ............................................ 91 80 83 89 91 92 96 41 52

Highest 10 percent ........................................ 92 80 83 92 92 93 94 37 49

See footnotes at end of table.
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Table 6. Selected paid leave benefits: Access, March 2017—continued

(All workers = 100 percent)

Characteristics

Civilian1 Private industry State and local government

Paid sick
leave

Paid
vacation

Paid
holidays

Paid sick
leave

Paid
vacation

Paid
holidays

Paid sick
leave

Paid
vacation

Paid
holidays

Establishment characteristics

Goods-producing industries ................................... 67 88 90 67 88 90 – – –

Service-providing industries .................................. 72 71 73 69 74 75 91 60 67
Education and health services ........................... 84 67 73 80 79 82 92 44 55

Educational services ...................................... 89 41 53 79 56 65 92 37 49
Elementary and secondary schools ........... 91 27 40 – – – 92 26 39
Junior colleges, colleges, and universities 89 71 81 84 73 81 92 70 81

Health care and social assistance ................. 81 83 85 80 83 85 93 91 92
Hospitals .................................................... 93 93 93 – – – 93 90 92

Public administration ......................................... 91 90 91 – – – 91 90 91

1 to 99 workers ...................................................... 61 68 69 59 69 70 89 56 64
1 to 49 workers .................................................. 59 67 68 58 67 68 87 65 71
50 to 99 workers ................................................ 67 69 71 63 72 73 92 46 57

100 workers or more .............................................. 82 80 82 79 85 86 92 62 69
100 to 499 workers ............................................ 77 79 82 75 82 84 90 60 68
500 workers or more .......................................... 88 81 83 86 90 90 93 63 70

Geographic areas

Northeast ............................................................... 74 73 75 71 76 77 90 57 64
New England ..................................................... 73 70 73 71 73 75 90 54 59
Middle Atlantic ................................................... 74 74 76 71 76 77 90 58 66

South ..................................................................... 70 76 78 66 79 80 92 62 69
South Atlantic .................................................... 70 76 80 66 78 80 91 66 77
East South Central ............................................ 70 79 80 66 83 81 90 61 71
West South Central ........................................... 70 74 75 66 78 79 94 56 56

Midwest ................................................................. 67 74 74 64 77 76 90 55 66
East North Central ............................................. 67 74 75 63 77 77 89 54 67
West North Central ............................................ 68 73 72 64 76 73 92 56 63

West ...................................................................... 77 71 74 75 72 74 92 67 71
Mountain ............................................................ 65 70 72 61 72 73 87 61 66
Pacific ................................................................ 83 71 75 82 72 75 94 69 74

1 Includes workers in private industry and state and local government. See Technical Note for further explanation.
2 Surveyed occupations are classified into wage categories based on the average wage for the occupation, which may include workers with earnings both above and below the

threshold.  The categories were formed using percentile estimates generated using wage data for March 2017.

Note: Dash indicates no workers in this category or data did not meet publication criteria. For definitions of major plans, key provisions, and related terms, see the "Glossary of
Employee Benefit Terms" at www.bls.gov/ncs/ebs/glossary20162017.htm.

Source: Bureau of Labor Statistics, National Compensation Survey.
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Appendix table 1. Survey establishment response, March 2017

Establishments Civilian Private industry State and local
governments

Total in sampling frame1 ................................ 6,211,244 5,978,422 232,822

  Total in sample ............................................ 11,400 9,802 1,598
    Responding2 .............................................. 8,175 6,728 1,447
    Refused3 .................................................... 2,149 2,009 140
    Out of business or not in survey scope ..... 1,076 1,065 11

1 The sampling frame was developed from state unemployment insurance reports and is based on the 2012
North American Industry Classification System (NAICS). With some minor exceptions, an establishment is a
single economic unit that engages in one, or predominantly one, type of economic activity. For private industry,
the establishment is usually at a single physical location such as a mine, factory, office, or store; if a sampled
establishment is owned by a larger entity with many locations, only the employment and characteristics of the
establishment selected for the sample are considered for the survey.  For state and local governments, an
establishment can include more than one physical location, such as a school district or a police department.

2 Establishments that provided data at the initial interview.
3 Establishments that did not provide data at the initial interview. Data for establishments not responding at

the time of update interviews are imputed. Detailed information on nonresponse adjustment and imputation can
be found in BLS Handbook of Methods, Chapter 8, “National Compensation Measures,” Bureau of Labor
Statistics, on the Internet at www.bls.gov/opub/hom/pdf/homch8.pdf.

Source: Bureau of Labor Statistics, National Compensation Survey.
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Appendix table 2. Number of workers represented,1 March 2017

Occupational group2 Civilian workers Private industry
workers

State and local
government

workers

All workers ..................................................... 135,130,100 115,818,600 19,311,400
Management, professional, and related .... 41,997,200 30,926,300 11,070,900

Management, business, and financial ... 12,124,700 10,499,300 –
Professional and related ........................ 29,872,400 20,427,000 9,445,400

Teachers ........................................... 6,873,700 – 5,126,600
Primary, secondary, and special
education school teachers ........... 4,696,300 – 3,934,100

Registered nurses ............................. 3,141,400 – –
Service ...................................................... 29,105,500 25,183,000 3,922,400

Protective service .................................. 3,247,200 1,391,000 1,856,200
Sales and office ......................................... 33,398,500 30,687,000 2,711,500

Sales and related .................................. 12,452,600 12,366,800 –
Office and administrative support .......... 20,945,800 18,320,200 2,625,700

Natural resources, construction, and
maintenance ............................................ 10,590,600 9,742,500 848,100

Construction, extraction, farming,
fishing, and forestry ............................. 5,124,400 4,641,700 –

Installation, maintenance, and repair .... 5,466,200 5,100,800 –
Production, transportation, and material
moving ..................................................... 20,038,400 19,279,900 758,500

Production ............................................. 9,640,600 9,519,300 –
Transportation and material moving ...... 10,397,800 9,760,500 –

1 The numbers of workers represented by the survey are rounded to the nearest 100. Estimates of the
number of workers provide a description of the size and composition of the labor force included in the survey.
Estimates are not intended, however, for comparison to other statistical series to measure employment trends
or levels.

2 The 2010 Standard Occupational Classification system is used to classify workers.

Note: Because of rounding, sums of individual items may not equal totals. Dashes indicate that no estimates for
this characteristic are provided in this publication.

Source: Bureau of Labor Statistics, National Compensation Survey.
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Technical information: (202) 691-6199  •  ncsinfo@bls.gov  •  www.bls.gov/ect 
Media contact: (202) 691-5902  •  pressoffice@bls.gov 

EMPLOYER COSTS FOR EMPLOYEE COMPENSATION – MARCH 2017 

Employer costs for employee compensation averaged $35.28 per hour worked in March 2017, the U.S. 
Bureau of Labor Statistics reported today. Wages and salaries averaged $24.10 per hour worked and 
accounted for 68.3 percent of these costs, while benefits averaged $11.18 and accounted for the 
remaining 31.7 percent. Total employer compensation costs for private industry workers averaged 
$33.11 per hour worked. Total employer compensation costs for state and local government workers 
averaged $48.24 per hour worked.  

Employer Costs for Employee Compensation (ECEC), a product of the National Compensation Survey, 
measures employer costs for wages, salaries, and employee benefits for nonfarm private and state and 
local government workers.   

Metropolitan area costs in private industry 

Total compensation, wages and salaries, and benefit costs in private industry are included in this release 
for 15 combined and metropolitan statistical areas (CSAs and MSAs). In March 2017, total 
compensation costs for the 15 areas ranged from $28.20 per hour worked in the Miami-Fort Lauderdale-
Pompano Beach, FL MSA to $53.61 per hour worked in the San Jose-San Francisco-Oakland, CA CSA. 
(See chart 2 and table 15.)   

 Cost per hour worked 

Chart 2. Employer health insurance costs per employee 
hour worked by selected occupational group, private 
industry, March 2017 

Cost per hour worked 

Chart 1. Employer costs per employee hour worked by 
selected metropolitan area and U.S., private industry, 
March 2017 
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Health insurance costs in private industry 

The average cost for health insurance benefits was $2.50 per hour worked in private industry (7.6 
percent of total compensation) in March 2017. Among occupational groups, employer costs for health 
insurance benefits ranged from 90 cents per hour worked and 5.8 percent of total compensation for 
service occupations, to $3.94 and 6.7 percent of total compensation for management, professional, and 
related occupations. (See table 5.) 

Employer costs for health insurance benefits were significantly higher for union workers, averaging 
$6.09 per hour worked (12.5 percent of total compensation), than for nonunion workers, averaging $2.16 
(6.8 percent of total compensation). (See table 5.)  

In goods-producing industries, health insurance benefit costs were higher, at $3.49 per hour worked (8.8 
percent of total compensation), than in service-providing industries, at $2.30 (7.2 percent). In goods-
producing industries, health insurance benefit costs were $3.77 (9.5 percent of total compensation) for 
manufacturing and $2.91 (7.5 percent) for construction. In service-providing industries, health insurance 
benefit costs ranged from $4.87 (9.0 percent) for information to 71 cents (5.0 percent) for leisure and 
hospitality. (See table 6.) 

Among the four regions, costs for health insurance benefits were $2.17 per hour worked (7.3 percent of 
total compensation) in the South, $3.14 (7.6 percent) in the Northeast, $2.51 (8.2 percent) in the 
Midwest, and $2.49 (7.3 percent) in the West. (See table 7.) 

Establishments with fewer than 50 workers averaged $1.65 per hour worked for healthcare benefits (6.1 
percent of total compensation); those with 50-99 workers averaged $2.21 (7.2 percent); those with 100-
499 employees averaged $2.70 (8.3 percent); and those with 500 or more employees averaged $4.35 (8.9 
percent). (See table 8.) 

Benefit costs in private industry 

Private industry employer costs for paid leave averaged $2.30 per hour worked or 6.9 percent of total 
compensation, supplemental pay averaged $1.17 or 3.5 percent, insurance benefits averaged $2.65 or 
8.0 percent, retirement and savings averaged $1.34 or 4.0 percent, and legally required benefits 
averaged $2.60 per hour worked or 7.8 percent. (See table A and table 5.) 

Table A.  Relative importance of employer costs for employee compensation, March 2017 

Compensation 
component 

Civilian 
workers1 

Private 
industry 

State and local 
government 

Wages and salaries          68.3%          69.6%           62.9% 
Benefits          31.7          30.4           37.1 
   Paid leave            7.1            6.9             7.5 
   Supplemental pay            3.0            3.5             1.0 
   Insurance            8.8            8.0           11.9 
     Health            8.3            7.6           11.6 
   Retirement and savings            5.4            4.0           11.2 
     Defined benefit            3.5            1.8           10.4 
     Defined contribution            2.0            2.3             0.8 
   Legally required            7.4            7.8             5.6 

1 Includes workers in the private nonfarm economy, except those in private households, and 
    workers in the public sector, except the federal government. 
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____________ 
Employer Costs for Employee Compensation for June 2017 is scheduled to be released on Friday, 
September 8, 2017, at 10:00 a.m. (EDT). 
 
 

Employer Costs for Employee Compensation data on total compensation, wages and salaries, and 
benefits in private industry are produced annually in the March reference period for 15 metropolitan 
areas. For further information about metropolitan area ECEC estimates see the September 2009 article, 
BLS Introduces New Employer Costs for Employee Compensation Data for Private Industry Workers in 
15 Metropolitan Areas, at www.bls.gov/opub/mlr/cwc/bls-introduces-new-employer-costs-for-
employee-compensation-data-for-private-industry-workers-in-15-metropolitan-areas.pdf. 

Supplemental tables with occupational, establishment size, and bargaining status series by industry 
group are available at www.bls.gov/ncs/ect/sp/ecsuptc41.pdf and www.bls.gov/ncs/ect/sp/ecsuphst.pdf. 

Relative standard errors for all cost estimates in the most recent news release are available at 
www.bls.gov/ncs/ect/sp/ececrse.pdf and www.bls.gov/ncs/ect/sp/ecsuprse.pdf.   

Historical ECEC data are available in three listings, all available at www.bls.gov/ect/#tables. The 
earliest historical listing covers data for the March reference periods from 1986 to 2001. These data use 
the Standard Industrial Classification (SIC) and Census of Population occupational classification 
systems. A second listing contains data for the March, June, September, and December reference periods 
from March 2002 to December 2003. These data are also based on the SIC and Census of Population 
occupational classification systems. The most recent listing includes data from March 2004 to the 
current reference period. These are based on the North American Industry Classification System 
(NAICS) and Standard Occupational Classification (SOC) systems.  

The Consolidated Statistical Areas (CSAs) and Metropolitan Statistical Areas (MSAs) are defined by the 
Office of Management and Budget (OMB) 2003 area definitions.  For more information on the area 
definitions, visit www.census.gov/population/metro/data/pastmetro.html. 

For information on health insurance provisions, see National Compensation Survey: Employee Benefits 
in the United States, March 2016, at www.bls.gov/ncs/ebs/benefits/2016/benefits.htm and National 
Compensation Survey: Health and Retirement Plan Provisions in the United States, 2015, at 
www.bls.gov/ncs/ebs/detailedprovisions/2015/ownership/private/health.htm#medical_care. 

Information in this release will be made available to sensory impaired individuals upon request— 
Telephone:  (202) 691-5200; Federal Relay Service:  (800) 877-8339. 

BLS news releases, including the ECEC, are available through an e-mail subscription service at 
www.bls.gov/bls/list.htm. 
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TECHNICAL NOTE 
 

Employer Costs for Employee Compensation (ECEC) measures the average cost to employers for wages 
and salaries and benefits per employee hour worked. 

ECEC includes the civilian economy, which includes data from both private industry and state and local 
government. Excluded from private industry are the self-employed and farm and private household 
workers. Federal government workers are excluded from the public sector. The private industry series 
and the state and local government series provide data for the two sectors separately. 

Sample size 
Data for the March 2017 reference period were collected from a probability sample of approximately 
27,900 occupational observations selected from a sample of about 6,700 private industry establishments 
and approximately 8,100 occupational observations selected from a sample of about 1,400 state and 
local government establishments that provided data at the initial interview. 
 
ECEC benchmarking by establishment size and industry 
For information on benchmarking by industry, see The Weighting Process Used in the Employer Costs 
for Employee Compensation Series for the National Compensation Survey, at 
www.bls.gov/osmr/pdf/st110220.pdf. 
 
Comparing private and public sector data 
Compensation cost levels in state and local government should not be directly compared with levels in 
private industry. Differences between these sectors stem from factors such as variation in work activities 
and occupational structures. Manufacturing and sales, for example, make up a large part of private 
industry work activities but are rare in state and local government. Professional and administrative 
support occupations (including teachers) account for two-thirds of the state and local government 
workforce, compared with one-half of private industry. 
 
ECEC quarterly publication focus 
ECEC news releases are published quarterly, providing civilian, private industry, and state and local 
government cost per hour estimates as well as additional detail on a specific compensation cost topic of 
interest. This quarter focuses on health insurance benefit costs in private industry. Topics of news 
releases for the upcoming reference periods are as follows: 

• June 2017—Retirement and savings benefit costs in private industry 
• September 2017—Compensation costs in state and local government 

 
ECEC detailed information and measures 
For detailed information on Employer Costs for Employee Compensation, see Chapter 8,”National 
Compensation Measures,” of the BLS Handbook of Methods at 
www.bls.gov/opub/hom/pdf/homch8.pdf.   



Table 1. Employer costs per hour worked for employee compensation and costs as a percent of total compensation:
civilian workers, by major occupational and industry group, March 2017

Compensation
component

Occupational group

All
workers1

Management,
professional,

and
related

Sales
and

office
Service

Cost Percent Cost Percent Cost Percent Cost Percent

Total compensation .................................................. $35.28 100.0 $58.46 100.0 $25.27 100.0 $18.02 100.0

Wages and salaries .............................................. 24.10 68.3 39.58 67.7 17.73 70.2 12.90 71.6

Total benefits ........................................................ 11.18 31.7 18.87 32.3 7.53 29.8 5.11 28.4

Paid leave ......................................................... 2.49 7.1 4.74 8.1 1.69 6.7 0.90 5.0
Vacation ........................................................ 1.21 3.4 2.27 3.9 0.84 3.3 0.43 2.4
Holiday .......................................................... 0.74 2.1 1.37 2.3 0.51 2.0 0.27 1.5
Sick ............................................................... 0.38 1.1 0.78 1.3 0.22 0.9 0.14 0.8
Personal ....................................................... 0.16 0.4 0.31 0.5 0.11 0.5 0.05 0.3

Supplemental pay ............................................. 1.07 3.0 2.02 3.5 0.60 2.4 0.31 1.7
Overtime and premium4 ............................... 0.26 0.7 0.15 0.3 0.15 0.6 0.15 0.8
Shift differentials ........................................... 0.06 0.2 0.08 0.1 0.02 0.1 0.05 0.3
Nonproduction bonuses ................................ 0.76 2.2 1.79 3.1 0.43 1.7 0.11 0.6

Insurance .......................................................... 3.09 8.8 4.78 8.2 2.42 9.6 1.41 7.8
Life ................................................................ 0.05 0.1 0.08 0.1 0.03 0.1 0.02 0.1
Health ........................................................... 2.94 8.3 4.53 7.7 2.32 9.2 1.36 7.6
Short-term disability ...................................... 0.06 0.2 0.09 0.2 0.04 0.2 0.02 0.1
Long-term disability ...................................... 0.05 0.1 0.08 0.1 0.03 0.1 5( ) 6( )

Retirement and savings .................................... 1.92 5.4 3.72 6.4 0.93 3.7 0.81 4.5
Defined benefit ............................................. 1.22 3.5 2.37 4.1 0.47 1.9 0.65 3.6
Defined contribution ...................................... 0.69 2.0 1.34 2.3 0.46 1.8 0.16 0.9

Legally required benefits .................................. 2.61 7.4 3.61 6.2 1.90 7.5 1.69 9.4
Social Security and Medicare ....................... 1.95 5.5 3.09 5.3 1.48 5.8 1.08 6.0

Social Security7 ........................................ 1.55 4.4 2.42 4.1 1.19 4.7 0.86 4.8
Medicare ................................................... 0.40 1.1 0.67 1.1 0.29 1.1 0.21 1.2

Federal unemployment insurance ................ 0.03 0.1 0.02 6( ) 0.03 0.1 0.04 0.2
State unemployment insurance .................... 0.16 0.5 0.15 0.3 0.15 0.6 0.15 0.8
Workers’ compensation ................................ 0.47 1.3 0.35 0.6 0.23 0.9 0.43 2.4

See footnotes at end of table.
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Table 1. Employer costs per hour worked for employee compensation and costs as a percent of total compensation:
civilian workers, by major occupational and industry group, March 2017 — Continued

Compensation
component

Occupational group Industry group

Natural
resources,

construction,
and

maintenance

Production,
transportation,

and
material
moving

Goods-
producing2

Service-
providing3

Cost Percent Cost Percent Cost Percent Cost Percent

Total compensation .................................................. $35.63 100.0 $28.07 100.0 $39.45 100.0 $34.57 100.0

Wages and salaries .............................................. 23.82 66.9 18.52 66.0 26.19 66.4 23.74 68.7

Total benefits ........................................................ 11.81 33.1 9.55 34.0 13.26 33.6 10.83 31.3

Paid leave ......................................................... 1.95 5.5 1.69 6.0 2.59 6.6 2.47 7.1
Vacation ........................................................ 0.99 2.8 0.85 3.0 1.33 3.4 1.19 3.4
Holiday .......................................................... 0.63 1.8 0.56 2.0 0.90 2.3 0.72 2.1
Sick ............................................................... 0.22 0.6 0.20 0.7 0.26 0.7 0.40 1.1
Personal ....................................................... 0.10 0.3 0.08 0.3 0.10 0.3 0.17 0.5

Supplemental pay ............................................. 1.03 2.9 0.99 3.5 1.47 3.7 1.00 2.9
Overtime and premium4 ............................... 0.70 2.0 0.57 2.0 0.58 1.5 0.20 0.6
Shift differentials ........................................... 0.04 0.1 0.08 0.3 0.08 0.2 0.05 0.2
Nonproduction bonuses ................................ 0.29 0.8 0.34 1.2 0.81 2.1 0.75 2.2

Insurance .......................................................... 3.33 9.4 2.98 10.6 3.71 9.4 2.99 8.6
Life ................................................................ 0.04 0.1 0.04 0.1 0.06 0.2 0.04 0.1
Health ........................................................... 3.18 8.9 2.82 10.0 3.51 8.9 2.85 8.2
Short-term disability ...................................... 0.08 0.2 0.06 0.2 0.08 0.2 0.05 0.2
Long-term disability ...................................... 0.03 0.1 0.06 0.2 0.06 0.1 0.05 0.1

Retirement and savings .................................... 2.11 5.9 1.30 4.6 2.21 5.6 1.87 5.4
Defined benefit ............................................. 1.47 4.1 0.76 2.7 1.22 3.1 1.23 3.5
Defined contribution ...................................... 0.64 1.8 0.53 1.9 0.99 2.5 0.64 1.9

Legally required benefits .................................. 3.39 9.5 2.60 9.3 3.29 8.3 2.49 7.2
Social Security and Medicare ....................... 2.01 5.6 1.57 5.6 2.22 5.6 1.90 5.5

Social Security7 ........................................ 1.62 4.5 1.26 4.5 1.78 4.5 1.51 4.4
Medicare ................................................... 0.39 1.1 0.31 1.1 0.43 1.1 0.39 1.1

Federal unemployment insurance ................ 0.03 0.1 0.03 0.1 0.03 0.1 0.03 0.1
State unemployment insurance .................... 0.24 0.7 0.18 0.6 0.23 0.6 0.15 0.4
Workers’ compensation ................................ 1.12 3.1 0.82 2.9 0.81 2.1 0.41 1.2

1 Includes workers in the private nonfarm economy excluding households and the public sector excluding the Federal government.
2 Includes mining, construction, and manufacturing. The agriculture, forestry, farming, and hunting sector is excluded.
3 Includes utilities; wholesale trade; retail trade; transportation and warehousing; information; finance and insurance; real estate and rental

and leasing; professional and technical services; management of companies and enterprises; administrative and waste services; educational
services; health care and social assistance; arts, entertainment and recreation; accommodation and food services; other services, except
public administration; and public administration.

4 Includes premium pay (such as overtime, weekends, and holidays) for work in addition to the regular work schedule.
5 Cost per hour worked is $0.01 or less.
6 Less than .05 percent.
7 Social Security refers to the Old-Age, Survivors, and Disability Insurance (OASDI) program.
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Table 2. Employer costs per hour worked for employee compensation and costs as a percent of total compensation:
civilian workers, by occupational and industry group, March 2017

Series
Total

compen-
sation

Wages
and

salaries

Benefit costs

Total Paid
leave

Supple-
mental

pay
Insurance

Retire-
ment
and

savings

Legally
required
benefits

Cost per hour worked

Civilian workers1 ....................................................... $35.28 $24.10 $11.18 $2.49 $1.07 $3.09 $1.92 $2.61

Occupational group

Management, professional, and related ....... 58.46 39.58 18.87 4.74 2.02 4.78 3.72 3.61
Management, business, and financial ...... 70.33 46.72 23.61 6.34 4.44 4.85 3.73 4.25
Professional and related ........................... 53.64 36.69 16.95 4.08 1.04 4.75 3.71 3.35

Teachers2 ............................................. 58.40 40.21 18.18 2.93 0.23 5.96 5.99 3.07
Primary, secondary, and special
education school teachers .............. 58.54 39.39 19.15 2.76 0.21 6.50 6.85 2.83

Registered nurses ................................ 53.18 35.69 17.49 4.75 1.61 4.71 2.77 3.64
Sales and office ............................................ 25.27 17.73 7.53 1.69 0.60 2.42 0.93 1.90

Sales and related ...................................... 24.07 18.02 6.05 1.40 0.62 1.54 0.62 1.87
Office and administrative support ............. 25.98 17.56 8.42 1.86 0.58 2.95 1.11 1.91

Service .......................................................... 18.02 12.90 5.11 0.90 0.31 1.41 0.81 1.69
Natural resources, construction, and
maintenance ............................................... 35.63 23.82 11.81 1.95 1.03 3.33 2.11 3.39
Construction, extraction, farming, fishing,
and forestry3 ........................................... 37.05 24.56 12.50 1.61 0.99 3.34 2.67 3.89

Installation, maintenance, and repair ........ 34.30 23.13 11.17 2.26 1.07 3.33 1.58 2.92
Production, transportation, and material
moving ........................................................ 28.07 18.52 9.55 1.69 0.99 2.98 1.30 2.60
Production ................................................ 27.14 18.13 9.01 1.65 1.12 2.89 0.97 2.38
Transportation and material moving ......... 28.93 18.89 10.04 1.72 0.86 3.06 1.60 2.80

Industry group

Education and health services ...................... 40.52 27.53 12.99 2.96 0.53 4.06 2.87 2.57
Educational services ................................. 50.10 33.49 16.62 3.22 0.25 5.52 4.89 2.74

Elementary and secondary schools ...... 48.70 32.30 16.40 2.61 0.20 5.68 5.41 2.50
Junior colleges, colleges, and
 universities ......................................... 55.83 37.26 18.57 4.76 0.34 5.81 4.43 3.24

Health care and social assistance ............ 34.20 23.60 10.60 2.78 0.72 3.10 1.54 2.46
Hospitals ............................................... 45.60 29.78 15.82 4.24 1.46 4.73 2.35 3.04

Percent of total compensation

Civilian workers1 ....................................................... 100.0 68.3 31.7 7.1 3.0 8.8 5.4 7.4

Occupational group

Management, professional, and related ....... 100.0 67.7 32.3 8.1 3.5 8.2 6.4 6.2
Management, business, and financial ...... 100.0 66.4 33.6 9.0 6.3 6.9 5.3 6.0
Professional and related ........................... 100.0 68.4 31.6 7.6 1.9 8.9 6.9 6.3

Teachers2 ............................................. 100.0 68.9 31.1 5.0 0.4 10.2 10.3 5.3
Primary, secondary, and special
education school teachers .............. 100.0 67.3 32.7 4.7 0.4 11.1 11.7 4.8

Registered nurses ................................ 100.0 67.1 32.9 8.9 3.0 8.9 5.2 6.9
Sales and office ............................................ 100.0 70.2 29.8 6.7 2.4 9.6 3.7 7.5

Sales and related ...................................... 100.0 74.9 25.1 5.8 2.6 6.4 2.6 7.8
Office and administrative support ............. 100.0 67.6 32.4 7.2 2.2 11.3 4.3 7.4

Service .......................................................... 100.0 71.6 28.4 5.0 1.7 7.8 4.5 9.4
Natural resources, construction, and
maintenance ............................................... 100.0 66.9 33.1 5.5 2.9 9.4 5.9 9.5
Construction, extraction, farming, fishing,
and forestry3 ........................................... 100.0 66.3 33.7 4.4 2.7 9.0 7.2 10.5

Installation, maintenance, and repair ........ 100.0 67.4 32.6 6.6 3.1 9.7 4.6 8.5
Production, transportation, and material
moving ........................................................ 100.0 66.0 34.0 6.0 3.5 10.6 4.6 9.3
Production ................................................ 100.0 66.8 33.2 6.1 4.1 10.6 3.6 8.8
Transportation and material moving ......... 100.0 65.3 34.7 5.9 3.0 10.6 5.5 9.7

Industry group

Education and health services ...................... 100.0 67.9 32.1 7.3 1.3 10.0 7.1 6.3
Educational services ................................. 100.0 66.8 33.2 6.4 0.5 11.0 9.8 5.5

Elementary and secondary schools ...... 100.0 66.3 33.7 5.4 0.4 11.7 11.1 5.1
Junior colleges, colleges, and
 universities ......................................... 100.0 66.7 33.3 8.5 0.6 10.4 7.9 5.8

Health care and social assistance ............ 100.0 69.0 31.0 8.1 2.1 9.1 4.5 7.2
Hospitals ............................................... 100.0 65.3 34.7 9.3 3.2 10.4 5.1 6.7

1 Includes workers in the private nonfarm economy excluding households and the public sector excluding the Federal government.
2 Includes postsecondary teachers; primary, secondary, and special education teachers; and other teachers and instructors.
3 Farming, fishing, and forestry occupations were combined with construction and extraction occupational group as of December 2006.
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Table 3. Employer costs per hour worked for employee compensation and costs as a percent of total compensation: state and local
government workers, by major occupational and industry group, March 2017

Compensation
component

Occupational group1 Industry group

All
workers

Management,
professional,

and
related

Sales
and

office
Service Service-providing2

Cost Percent Cost Percent Cost Percent Cost Percent Cost Percent

Total compensation .................................................. $48.24 100.0 $57.99 100.0 $33.26 100.0 $34.87 100.0 $48.32 100.0

Wages and salaries .............................................. 30.34 62.9 37.68 65.0 19.44 58.4 20.26 58.1 30.42 62.9

Total benefits ........................................................ 17.90 37.1 20.31 35.0 13.82 41.6 14.61 41.9 17.90 37.1

Paid leave ......................................................... 3.62 7.5 4.09 7.1 2.93 8.8 2.94 8.4 3.62 7.5
Vacation ........................................................ 1.36 2.8 1.39 2.4 1.30 3.9 1.30 3.7 1.36 2.8
Holiday .......................................................... 1.04 2.1 1.13 1.9 0.90 2.7 0.90 2.6 1.04 2.1
Sick ............................................................... 0.93 1.9 1.18 2.0 0.58 1.7 0.59 1.7 0.93 1.9
Personal ....................................................... 0.29 0.6 0.39 0.7 0.15 0.5 0.15 0.4 0.29 0.6

Supplemental pay ............................................. 0.48 1.0 0.39 0.7 0.29 0.9 0.72 2.1 0.47 1.0
Overtime and premium3 ............................... 0.20 0.4 0.08 0.1 0.16 0.5 0.43 1.2 0.20 0.4
Shift differentials ........................................... 0.04 0.1 0.04 0.1 0.02 0.1 0.08 0.2 0.04 0.1
Nonproduction bonuses ................................ 0.23 0.5 0.27 0.5 0.11 0.3 0.21 0.6 0.23 0.5

Insurance .......................................................... 5.72 11.9 6.34 10.9 5.25 15.8 4.45 12.8 5.72 11.8
Life ................................................................ 0.07 0.1 0.08 0.1 0.06 0.2 0.06 0.2 0.07 0.1
Health ........................................................... 5.57 11.6 6.17 10.6 5.14 15.4 4.34 12.4 5.58 11.5
Short-term disability ...................................... 0.03 0.1 0.04 0.1 0.03 0.1 0.02 0.1 0.03 0.1
Long-term disability ...................................... 0.04 0.1 0.05 0.1 0.03 0.1 0.03 0.1 0.04 0.1

Retirement and savings .................................... 5.40 11.2 6.47 11.2 3.34 10.0 4.31 12.4 5.40 11.2
Defined benefit ............................................. 5.01 10.4 5.96 10.3 3.11 9.4 4.11 11.8 5.02 10.4
Defined contribution ...................................... 0.39 0.8 0.51 0.9 0.22 0.7 0.21 0.6 0.39 0.8

Legally required benefits .................................. 2.68 5.6 3.01 5.2 2.02 6.1 2.18 6.3 2.69 5.6
Social Security and Medicare ....................... 2.09 4.3 2.51 4.3 1.50 4.5 1.45 4.2 2.10 4.3

Social Security4 ........................................ 1.60 3.3 1.91 3.3 1.18 3.5 1.11 3.2 1.60 3.3
Medicare ................................................... 0.50 1.0 0.61 1.0 0.33 1.0 0.34 1.0 0.50 1.0

Federal unemployment insurance ................ 5( ) 6( ) 5( ) 6( ) 5( ) 6( ) 5( ) 6( ) 5( ) 6( )
State unemployment insurance .................... 0.07 0.2 0.07 0.1 0.06 0.2 0.08 0.2 0.07 0.2
Workers’ compensation ................................ 0.52 1.1 0.43 0.7 0.45 1.4 0.64 1.8 0.51 1.1

1 This table presents data for the three major occupational groups in State and local government: management, professional, and related occupations, including
teachers; sales and office occupations, including clerical workers; and service occupations, including police and firefighters.

2 Service-providing industries, which include health and educational services, employ a large part of the State and local government workforce.
3 Includes premium pay (such as overtime, weekends, and holidays) for work in addition to the regular work schedule.
4 Social Security refers to the Old-Age, Survivors, and Disability Insurance (OASDI) program.
5 Cost per hour worked is $0.01 or less.
6 Less than .05 percent.
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Table 4. Employer costs per hour worked for employee compensation and costs as a percent of total compensation:
state and local government workers, by occupational and industry group, March 2017

Series
Total

compen-
sation

Wages
and

salaries

Benefit costs

Total Paid
leave

Supple-
mental

pay
Insurance

Retire-
ment
and

savings

Legally
required
benefits

Cost per hour worked

State and local government workers ........................ $48.24 $30.34 $17.90 $3.62 $0.48 $5.72 $5.40 $2.68

Occupational group

Management, professional, and related ....... 57.99 37.68 20.31 4.09 0.39 6.34 6.47 3.01
Professional and related ........................... 56.43 36.95 19.48 3.64 0.36 6.35 6.23 2.90

Teachers1 ............................................. 63.80 42.84 20.96 3.25 0.25 7.00 7.38 3.09
Primary, secondary, and special
education school teachers .............. 63.41 42.14 21.26 2.99 0.23 7.26 7.84 2.95

Sales and office ............................................ 33.26 19.44 13.82 2.93 0.29 5.25 3.34 2.02
Office and administrative support ............. 33.43 19.50 13.93 2.94 0.29 5.32 3.36 2.02

Service .......................................................... 34.87 20.26 14.61 2.94 0.72 4.45 4.31 2.18

Industry group

Education and health services ...................... 50.59 32.90 17.68 3.35 0.33 5.96 5.44 2.61
Educational services ................................. 51.84 33.92 17.92 3.23 0.25 6.08 5.73 2.63

Elementary and secondary schools ...... 50.18 32.94 17.24 2.67 0.21 6.00 5.89 2.48
Junior colleges, colleges, and
 universities ......................................... 56.71 36.81 19.91 4.92 0.34 6.34 5.24 3.06

Health care and social assistance ............ 42.64 26.47 16.17 4.08 0.81 5.17 3.58 2.53
Hospitals ............................................... 45.15 28.57 16.58 4.33 0.95 5.15 3.48 2.67

Public administration .................................... 46.31 27.09 19.22 4.33 0.73 5.56 5.73 2.88

Percent of total compensation

State and local government workers ........................ 100.0 62.9 37.1 7.5 1.0 11.9 11.2 5.6

Occupational group

Management, professional, and related ....... 100.0 65.0 35.0 7.1 0.7 10.9 11.2 5.2
Professional and related ........................... 100.0 65.5 34.5 6.5 0.6 11.3 11.0 5.1

Teachers1 ............................................. 100.0 67.1 32.9 5.1 0.4 11.0 11.6 4.8
Primary, secondary, and special
education school teachers .............. 100.0 66.5 33.5 4.7 0.4 11.4 12.4 4.6

Sales and office ............................................ 100.0 58.4 41.6 8.8 0.9 15.8 10.0 6.1
Office and administrative support ............. 100.0 58.3 41.7 8.8 0.9 15.9 10.1 6.0

Service .......................................................... 100.0 58.1 41.9 8.4 2.1 12.8 12.4 6.3

Industry group

Education and health services ...................... 100.0 65.0 35.0 6.6 0.6 11.8 10.7 5.2
Educational services ................................. 100.0 65.4 34.6 6.2 0.5 11.7 11.1 5.1

Elementary and secondary schools ...... 100.0 65.6 34.4 5.3 0.4 11.9 11.7 4.9
Junior colleges, colleges, and
 universities ......................................... 100.0 64.9 35.1 8.7 0.6 11.2 9.2 5.4

Health care and social assistance ............ 100.0 62.1 37.9 9.6 1.9 12.1 8.4 5.9
Hospitals ............................................... 100.0 63.3 36.7 9.6 2.1 11.4 7.7 5.9

Public administration .................................... 100.0 58.5 41.5 9.3 1.6 12.0 12.4 6.2

1 Includes postsecondary teachers; primary, secondary, and special education teachers; and other teachers and instructors.
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Table 5. Employer costs per hour worked for employee compensation and costs as a percent of total
compensation: private industry workers, by major occupational group and bargaining unit status, March
2017

Compensation
component

Occupational group

All
workers

Management,
professional,

and
related

Sales
and

office
Service

Cost Percent Cost Percent Cost Percent Cost Percent

Total compensation .................................................. $33.11 100.0 $58.62 100.0 $24.55 100.0 $15.38 100.0

Wages and salaries .............................................. 23.06 69.6 40.26 68.7 17.58 71.6 11.75 76.4

Total benefits ........................................................ 10.06 30.4 18.36 31.3 6.97 28.4 3.63 23.6

Paid leave ......................................................... 2.30 6.9 4.97 8.5 1.58 6.4 0.58 3.8
Vacation ........................................................ 1.18 3.6 2.59 4.4 0.80 3.2 0.29 1.9
Holiday .......................................................... 0.69 2.1 1.45 2.5 0.48 2.0 0.18 1.1
Sick ............................................................... 0.28 0.9 0.64 1.1 0.19 0.8 0.07 0.5
Personal ....................................................... 0.14 0.4 0.29 0.5 0.11 0.5 0.04 0.2

Supplemental pay ............................................. 1.17 3.5 2.61 4.4 0.62 2.5 0.25 1.6
Overtime and premium1 ............................... 0.26 0.8 0.18 0.3 0.15 0.6 0.11 0.7
Shift differentials ........................................... 0.06 0.2 0.09 0.2 0.02 0.1 0.05 0.3
Nonproduction bonuses ................................ 0.85 2.6 2.34 4.0 0.45 1.8 0.09 0.6

Insurance .......................................................... 2.65 8.0 4.22 7.2 2.17 8.8 0.93 6.1
Life ................................................................ 0.04 0.1 0.08 0.1 0.03 0.1 2( ) 3( )
Health ........................................................... 2.50 7.6 3.94 6.7 2.07 8.4 0.90 5.8
Short-term disability ...................................... 0.06 0.2 0.11 0.2 0.04 0.2 2( ) 3( )
Long-term disability ...................................... 0.05 0.1 0.09 0.2 0.03 0.1 2( ) 3( )

Retirement and savings .................................... 1.34 4.0 2.73 4.7 0.71 2.9 0.26 1.7
Defined benefit ............................................. 0.59 1.8 1.09 1.9 0.24 1.0 0.11 0.7
Defined contribution ...................................... 0.75 2.3 1.64 2.8 0.48 1.9 0.15 1.0

Legally required benefits .................................. 2.60 7.8 3.83 6.5 1.89 7.7 1.62 10.5
Social Security and Medicare ....................... 1.92 5.8 3.29 5.6 1.48 6.0 1.02 6.6

Social Security4 ........................................ 1.54 4.6 2.60 4.4 1.19 4.8 0.83 5.4
Medicare ................................................... 0.38 1.2 0.69 1.2 0.29 1.2 0.19 1.3

Federal unemployment insurance ................ 0.03 0.1 0.03 0.1 0.04 0.1 0.04 0.3
State unemployment insurance .................... 0.18 0.5 0.19 0.3 0.16 0.7 0.16 1.0
Workers’ compensation ................................ 0.46 1.4 0.32 0.6 0.21 0.9 0.39 2.6

See footnotes at end of table.
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Table 5. Employer costs per hour worked for employee compensation and costs as a percent of total
compensation: private industry workers, by major occupational group and bargaining unit status, March
2017 — Continued

Compensation
component

Occupational group Bargaining unit status

Natural
resources,

construction,
and

maintenance

Production,
transportation,

and
material
moving

Union Nonunion

Cost Percent Cost Percent Cost Percent Cost Percent

Total compensation .................................................. $35.19 100.0 $27.71 100.0 $48.94 100.0 $31.58 100.0

Wages and salaries .............................................. 23.81 67.7 18.40 66.4 29.34 60.0 22.44 71.1

Total benefits ........................................................ 11.37 32.3 9.31 33.6 19.60 40.0 9.13 28.9

Paid leave ......................................................... 1.80 5.1 1.65 5.9 3.51 7.2 2.18 6.9
Vacation ........................................................ 0.93 2.6 0.84 3.0 1.77 3.6 1.13 3.6
Holiday .......................................................... 0.59 1.7 0.55 2.0 1.04 2.1 0.66 2.1
Sick ............................................................... 0.18 0.5 0.19 0.7 0.52 1.1 0.26 0.8
Personal ....................................................... 0.10 0.3 0.07 0.3 0.18 0.4 0.13 0.4

Supplemental pay ............................................. 1.05 3.0 1.00 3.6 1.44 2.9 1.15 3.6
Overtime and premium1 ............................... 0.71 2.0 0.57 2.1 0.85 1.7 0.21 0.7
Shift differentials ........................................... 0.04 0.1 0.08 0.3 0.19 0.4 0.05 0.1
Nonproduction bonuses ................................ 0.30 0.8 0.35 1.2 0.40 0.8 0.89 2.8

Insurance .......................................................... 3.16 9.0 2.88 10.4 6.46 13.2 2.28 7.2
Life ................................................................ 0.04 0.1 0.04 0.1 0.08 0.2 0.04 0.1
Health ........................................................... 3.00 8.5 2.72 9.8 6.09 12.5 2.16 6.8
Short-term disability ...................................... 0.09 0.2 0.06 0.2 0.17 0.3 0.05 0.2
Long-term disability ...................................... 0.03 0.1 0.06 0.2 0.12 0.2 0.04 0.1

Retirement and savings .................................... 1.92 5.5 1.19 4.3 4.46 9.1 1.03 3.3
Defined benefit ............................................. 1.25 3.5 0.64 2.3 3.18 6.5 0.34 1.1
Defined contribution ...................................... 0.67 1.9 0.55 2.0 1.28 2.6 0.69 2.2

Legally required benefits .................................. 3.44 9.8 2.59 9.4 3.73 7.6 2.49 7.9
Social Security and Medicare ....................... 2.02 5.7 1.56 5.6 2.43 5.0 1.87 5.9

Social Security4 ........................................ 1.64 4.7 1.26 4.5 1.94 4.0 1.50 4.7
Medicare ................................................... 0.38 1.1 0.30 1.1 0.50 1.0 0.37 1.2

Federal unemployment insurance ................ 0.03 0.1 0.03 0.1 0.03 0.1 0.03 0.1
State unemployment insurance .................... 0.25 0.7 0.18 0.7 0.24 0.5 0.17 0.5
Workers’ compensation ................................ 1.14 3.2 0.82 3.0 1.03 2.1 0.41 1.3

1 Includes premium pay (such as overtime, weekends, and holidays) for work in addition to the regular work schedule.
2 Cost per hour worked is $0.01 or less.
3 Less than .05 percent.
4 Social Security refers to the Old-Age, Survivors, and Disability Insurance (OASDI) program.
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Table 6. Employer costs per hour worked for employee compensation and costs as a percent of total compensation: private industry
workers, by major industry group, March 2017

Compensation
component

Goods-producing1 Service-providing2

All goods-
producing1 Construction Manufacturing

All
service-

providing2

Trade,
transportation,

and
utilities

Information

Cost Percent Cost Percent Cost Percent Cost Percent Cost Percent Cost Percent

Total compensation .................................................. $39.42 100.0 $38.73 100.0 $39.66 100.0 $31.83 100.0 $27.44 100.0 $54.36 100.0

Wages and salaries .............................................. 26.22 66.5 26.96 69.6 25.87 65.2 22.41 70.4 19.31 70.4 35.71 65.7

Total benefits ........................................................ 13.20 33.5 11.77 30.4 13.79 34.8 9.42 29.6 8.14 29.6 18.64 34.3

Paid leave ......................................................... 2.57 6.5 1.70 4.4 3.00 7.6 2.24 7.0 1.73 6.3 5.00 9.2
Vacation ........................................................ 1.32 3.4 0.89 2.3 1.53 3.9 1.16 3.6 0.91 3.3 2.60 4.8
Holiday .......................................................... 0.89 2.3 0.59 1.5 1.04 2.6 0.65 2.1 0.50 1.8 1.28 2.4
Sick ............................................................... 0.26 0.7 0.13 0.3 0.32 0.8 0.29 0.9 0.22 0.8 0.55 1.0
Personal ....................................................... 0.10 0.3 0.09 0.2 0.11 0.3 0.14 0.4 0.09 0.3 0.56 1.0

Supplemental pay ............................................. 1.48 3.8 1.04 2.7 1.65 4.1 1.11 3.5 0.71 2.6 2.36 4.3
Overtime and premium3 ............................... 0.58 1.5 0.62 1.6 0.55 1.4 0.20 0.6 0.28 1.0 0.25 0.5
Shift differentials ........................................... 0.08 0.2 0.02 4( ) 0.12 0.3 0.06 0.2 0.02 0.1 0.03 0.1
Nonproduction bonuses ................................ 0.82 2.1 0.40 1.0 0.98 2.5 0.85 2.7 0.41 1.5 2.07 3.8

Insurance .......................................................... 3.68 9.3 3.03 7.8 3.99 10.1 2.45 7.7 2.28 8.3 5.29 9.7
Life ................................................................ 0.06 0.2 0.04 0.1 0.07 0.2 0.04 0.1 0.03 0.1 0.07 0.1
Health ........................................................... 3.49 8.8 2.91 7.5 3.77 9.5 2.30 7.2 2.15 7.8 4.87 9.0
Short-term disability ...................................... 0.08 0.2 0.05 0.1 0.09 0.2 0.06 0.2 0.04 0.2 0.25 0.5
Long-term disability ...................................... 0.06 0.1 0.04 0.1 0.06 0.1 0.05 0.1 0.05 0.2 0.09 0.2

Retirement and savings .................................... 2.17 5.5 2.09 5.4 2.16 5.5 1.17 3.7 1.09 4.0 2.43 4.5
Defined benefit ............................................. 1.18 3.0 1.29 3.3 1.09 2.7 0.47 1.5 0.51 1.9 0.91 1.7
Defined contribution ...................................... 0.99 2.5 0.80 2.1 1.07 2.7 0.70 2.2 0.57 2.1 1.51 2.8

Legally required benefits .................................. 3.30 8.4 3.90 10.1 3.00 7.6 2.45 7.7 2.32 8.5 3.58 6.6
Social Security and Medicare ....................... 2.22 5.6 2.23 5.8 2.22 5.6 1.86 5.8 1.60 5.8 3.07 5.7

Social Security6 ........................................ 1.79 4.5 1.80 4.7 1.78 4.5 1.49 4.7 1.28 4.7 2.46 4.5
Medicare ................................................... 0.43 1.1 0.43 1.1 0.44 1.1 0.37 1.2 0.31 1.1 0.62 1.1

Federal unemployment insurance ................ 0.03 0.1 0.03 0.1 0.03 0.1 0.04 0.1 0.04 0.1 0.03 0.1
State unemployment insurance .................... 0.23 0.6 0.33 0.8 0.19 0.5 0.17 0.5 0.15 0.5 0.17 0.3
Workers’ compensation ................................ 0.81 2.1 1.31 3.4 0.56 1.4 0.39 1.2 0.54 2.0 0.30 0.6

See footnotes at end of table.
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Table 6. Employer costs per hour worked for employee compensation and costs as a percent of total compensation: private
industry workers, by major industry group, March 2017 — Continued

Compensation
component

Service-providing2

Financial activities

Professional
and

business
services

Education
and

health
services

Leisure
and

hospitality
Other services

Cost Percent Cost Percent Cost Percent Cost Percent Cost Percent

Total compensation .................................................. $46.80 100.0 $40.46 100.0 $35.00 100.0 $14.14 100.0 $26.71 100.0

Wages and salaries .............................................. 30.62 65.4 28.78 71.1 24.59 70.2 11.16 78.9 19.36 72.5

Total benefits ........................................................ 16.18 34.6 11.68 28.9 10.42 29.8 2.98 21.1 7.34 27.5

Paid leave ......................................................... 3.97 8.5 2.91 7.2 2.74 7.8 0.41 2.9 1.62 6.1
Vacation ........................................................ 2.05 4.4 1.54 3.8 1.36 3.9 0.22 1.5 0.75 2.8
Holiday .......................................................... 1.14 2.4 0.87 2.2 0.80 2.3 0.12 0.8 0.55 2.1
Sick ............................................................... 0.52 1.1 0.32 0.8 0.41 1.2 0.05 0.4 0.20 0.8
Personal ....................................................... 0.25 0.5 0.17 0.4 0.17 0.5 0.03 0.2 0.11 0.4

Supplemental pay ............................................. 3.51 7.5 2.00 5.0 0.64 1.8 0.14 1.0 0.36 1.4
Overtime and premium3 ............................... 0.19 0.4 0.22 0.5 0.19 0.5 0.07 0.5 0.15 0.6
Shift differentials ........................................... 5( ) 4( ) 5( ) 4( ) 0.19 0.5 5( ) 4( ) 0.02 0.1
Nonproduction bonuses ................................ 3.30 7.1 1.78 4.4 0.27 0.8 0.06 0.4 0.20 0.8

Insurance .......................................................... 3.90 8.3 2.50 6.2 3.03 8.6 0.74 5.2 2.01 7.5
Life ................................................................ 0.06 0.1 0.05 0.1 0.04 0.1 5( ) 4( ) 0.04 0.1
Health ........................................................... 3.64 7.8 2.32 5.7 2.88 8.2 0.71 5.0 1.92 7.2
Short-term disability ...................................... 0.13 0.3 0.06 0.2 0.05 0.1 5( ) 4( ) 0.03 0.1
Long-term disability ...................................... 0.06 0.1 0.06 0.1 0.05 0.2 5( ) 4( ) 0.02 0.1

Retirement and savings .................................... 1.86 4.0 1.28 3.2 1.47 4.2 0.19 1.4 1.11 4.1
Defined benefit ............................................. 0.58 1.2 0.54 1.3 0.52 1.5 0.09 0.7 0.61 2.3
Defined contribution ...................................... 1.27 2.7 0.74 1.8 0.95 2.7 0.10 0.7 0.49 1.8

Legally required benefits .................................. 2.95 6.3 2.99 7.4 2.54 7.3 1.50 10.6 2.24 8.4
Social Security and Medicare ....................... 2.53 5.4 2.34 5.8 2.04 5.8 0.99 7.0 1.60 6.0

Social Security6 ........................................ 1.99 4.2 1.85 4.6 1.64 4.7 0.80 5.7 1.29 4.8
Medicare ................................................... 0.55 1.2 0.48 1.2 0.40 1.2 0.19 1.3 0.31 1.2

Federal unemployment insurance ................ 0.03 0.1 0.03 0.1 0.03 0.1 0.05 0.4 0.03 0.1
State unemployment insurance .................... 0.17 0.4 0.21 0.5 0.16 0.5 0.15 1.1 0.16 0.6
Workers’ compensation ................................ 0.22 0.5 0.41 1.0 0.31 0.9 0.31 2.2 0.44 1.6

1 Includes mining, construction, and manufacturing. The agriculture, forestry, farming, and hunting sector is excluded.
2 Includes utilities; wholesale trade; retail trade; transportation and warehousing; information; finance and insurance; real estate and rental and

leasing; professional and technical services; management of companies and enterprises; administrative and waste services; educational services; health
care and social assistance; arts, entertainment and recreation; accommodation and food services; and other services, except public administration.

3 Includes premium pay (such as overtime, weekends, and holidays) for work in addition to the regular work schedule.
4 Less than .05 percent.
5 Cost per hour worked is $0.01 or less.
6 Social Security refers to the Old-Age, Survivors, and Disability Insurance (OASDI) program.
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Table 7. Employer costs per hour worked for employee compensation and costs as a percent of total compensation: private
industry workers, by Census region and division, March 2017

Compensation
component

Census region and division1

Northeast Northeast divisions South South divisions

Cost Percent
New England Middle Atlantic

Cost Percent
South Atlantic

Cost Percent Cost Percent Cost Percent

Total compensation .................................................. $41.19 100.0 $40.10 100.0 $41.55 100.0 $29.84 100.0 $31.04 100.0

Wages and salaries ..............................................  27.47 66.7  28.23 70.4  27.21 65.5  21.18 71.0  21.88 70.5

Total benefits ........................................................  13.72 33.3  11.87 29.6  14.34 34.5  8.66 29.0  9.16 29.5

Paid leave .........................................................  3.06 7.4  2.97 7.4  3.10 7.5  2.04 6.8  2.23 7.2
Vacation ........................................................  1.56 3.8  1.55 3.9  1.56 3.8  1.04 3.5  1.14 3.7
Holiday ..........................................................  0.90 2.2  0.88 2.2  0.91 2.2  0.63 2.1  0.66 2.1
Sick ...............................................................  0.41 1.0  0.37 0.9  0.43 1.0  0.24 0.8  0.27 0.9
Personal .......................................................  0.19 0.5  0.18 0.4  0.20 0.5  0.14 0.5  0.16 0.5

Supplemental pay .............................................  2.51 6.1  1.13 2.8  2.97 7.1  0.87 2.9  0.83 2.7
Overtime and premium2 ...............................  0.25 0.6  0.26 0.6  0.25 0.6  0.29 1.0  0.24 0.8
Shift differentials ...........................................  0.08 0.2  0.11 0.3  0.07 0.2  0.06 0.2  0.08 0.3
Nonproduction bonuses ................................  2.18 5.3  0.77 1.9  2.65 6.4  0.52 1.7  0.51 1.7

Insurance ..........................................................  3.34 8.1  3.25 8.1  3.37 8.1  2.32 7.8  2.47 8.0
Life ................................................................  0.05 0.1  0.04 0.1  0.05 0.1  0.05 0.2  0.05 0.2
Health ...........................................................  3.14 7.6  3.06 7.6  3.16 7.6  2.17 7.3  2.31 7.4
Short-term disability ......................................  0.10 0.2  0.09 0.2  0.10 0.2  0.05 0.2  0.06 0.2
Long-term disability ......................................  0.06 0.1  0.06 0.1  0.06 0.1  0.04 0.1  0.05 0.2

Retirement and savings ....................................  1.71 4.1  1.55 3.9  1.76 4.2  1.16 3.9  1.29 4.2
Defined benefit .............................................  0.77 1.9  0.60 1.5  0.83 2.0  0.52 1.7  0.59 1.9
Defined contribution ......................................  0.94 2.3  0.96 2.4  0.93 2.2  0.65 2.2  0.71 2.3

Legally required benefits ..................................  3.10 7.5  2.96 7.4  3.15 7.6  2.27 7.6  2.33 7.5
Social Security and Medicare .......................  2.24 5.4  2.28 5.7  2.22 5.4  1.78 6.0  1.84 5.9

Social Security3 ........................................  1.76 4.3  1.82 4.5  1.74 4.2  1.43 4.8  1.48 4.8
Medicare ...................................................  0.48 1.2  0.47 1.2  0.48 1.2  0.35 1.2  0.36 1.2

Federal unemployment insurance ................  0.02 0.1  0.02 0.1  0.02 0.1  0.02 0.1  0.03 0.1
State unemployment insurance ....................  0.29 0.7  0.26 0.6  0.30 0.7  0.10 0.3  0.11 0.3
Workers’ compensation ................................  0.55 1.3  0.40 1.0  0.60 1.4  0.36 1.2  0.36 1.1

See footnotes at end of table.
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Table 7. Employer costs per hour worked for employee compensation and costs as a percent of total compensation: private
industry workers, by Census region and division, March 2017 — Continued

Compensation
component

Census region and division1

South divisions Midwest Midwest divisions

East South
Central

West South
Central Cost Percent

East North Central West North
Central

Cost Percent Cost Percent Cost Percent Cost Percent

Total compensation .................................................. $25.42 100.0 $30.07 100.0 $30.51 100.0 $30.80 100.0 $29.86 100.0

Wages and salaries ..............................................  18.04 71.0  21.60 71.8 21.26 69.7 21.39 69.4 20.97 70.2

Total benefits ........................................................  7.38 29.0  8.47 28.2 9.25 30.3 9.41 30.6 8.90 29.8

Paid leave .........................................................  1.66 6.5  1.92 6.4 2.09 6.9 2.12 6.9 2.02 6.8
Vacation ........................................................  0.84 3.3  0.96 3.2 1.14 3.7 1.16 3.8 1.10 3.7
Holiday ..........................................................  0.55 2.1  0.62 2.0 0.62 2.0 0.63 2.0 0.58 2.0
Sick ...............................................................  0.19 0.7  0.22 0.7 0.22 0.7 0.22 0.7 0.22 0.8
Personal .......................................................  0.09 0.3  0.12 0.4 0.11 0.4 0.11 0.4 0.12 0.4

Supplemental pay .............................................  0.65 2.6  1.05 3.5 0.85 2.8 0.88 2.9 0.78 2.6
Overtime and premium2 ...............................  0.30 1.2  0.36 1.2 0.27 0.9 0.29 0.9 0.23 0.8
Shift differentials ...........................................  0.04 0.1  0.05 0.2 0.06 0.2 0.06 0.2 0.07 0.2
Nonproduction bonuses ................................  0.31 1.2  0.64 2.1 0.51 1.7 0.53 1.7 0.48 1.6

Insurance ..........................................................  2.24 8.8  2.10 7.0 2.66 8.7 2.75 8.9 2.47 8.3
Life ................................................................  0.04 0.1  0.04 0.1 0.04 0.1 0.04 0.1 0.04 0.1
Health ...........................................................  2.12 8.4  1.97 6.6 2.51 8.2 2.59 8.4 2.33 7.8
Short-term disability ......................................  0.04 0.1  0.04 0.1 0.06 0.2 0.07 0.2 0.06 0.2
Long-term disability ......................................  0.04 0.2  0.04 0.1 0.05 0.2 0.05 0.2 0.05 0.2

Retirement and savings ....................................  0.86 3.4  1.10 3.7 1.22 4.0 1.22 4.0 1.22 4.1
Defined benefit .............................................  0.36 1.4  0.48 1.6 0.48 1.6 0.53 1.7 0.35 1.2
Defined contribution ......................................  0.50 2.0  0.62 2.1 0.74 2.4 0.68 2.2 0.87 2.9

Legally required benefits ..................................  1.98 7.8  2.31 7.7 2.43 8.0 2.44 7.9 2.40 8.0
Social Security and Medicare .......................  1.53 6.0  1.80 6.0 1.82 6.0 1.82 5.9 1.81 6.1

Social Security3 ........................................  1.24 4.9  1.45 4.8 1.47 4.8 1.47 4.8 1.46 4.9
Medicare ...................................................  0.29 1.2  0.35 1.2 0.35 1.2 0.35 1.1 0.35 1.2

Federal unemployment insurance ................  0.02 0.1  0.02 0.1 0.03 0.1 0.03 0.1 0.03 0.1
State unemployment insurance ....................  0.08 0.3  0.11 0.4 0.17 0.6 0.19 0.6 0.15 0.5
Workers’ compensation ................................  0.34 1.3  0.37 1.2 0.41 1.4 0.41 1.3 0.42 1.4

See footnotes at end of table.
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Table 7. Employer costs per hour worked for employee compensation and costs as a
percent of total compensation: private industry workers, by Census region and division,
March 2017 — Continued

Compensation
component

Census region and division1

West West divisions

Cost Percent
Mountain Pacific

Cost Percent Cost Percent

Total compensation .................................................. $34.35 100.0 $29.36 100.0 $36.78 100.0

Wages and salaries .............................................. 24.27 70.7 21.22 72.3 25.75 70.0

Total benefits ........................................................ 10.08 29.3 8.13 27.7 11.02 30.0

Paid leave ......................................................... 2.29 6.7 1.83 6.2 2.51 6.8
Vacation ........................................................ 1.16 3.4 0.95 3.2 1.26 3.4
Holiday .......................................................... 0.71 2.1 0.54 1.8 0.80 2.2
Sick ............................................................... 0.31 0.9 0.23 0.8 0.35 1.0
Personal ....................................................... 0.11 0.3 0.11 0.4 0.11 0.3

Supplemental pay ............................................. 0.88 2.5 0.77 2.6 0.93 2.5
Overtime and premium2 ............................... 0.23 0.7 0.22 0.7 0.23 0.6
Shift differentials ........................................... 0.03 0.1 0.03 0.1 0.03 0.1
Nonproduction bonuses ................................ 0.61 1.8 0.52 1.8 0.66 1.8

Insurance .......................................................... 2.61 7.6 2.14 7.3 2.84 7.7
Life ................................................................ 0.04 0.1 0.04 0.1 0.04 0.1
Health ........................................................... 2.49 7.3 2.02 6.9 2.72 7.4
Short-term disability ...................................... 0.04 0.1 0.04 0.1 0.03 0.1
Long-term disability ...................................... 0.04 0.1 0.04 0.1 0.04 0.1

Retirement and savings .................................... 1.43 4.2 1.04 3.6 1.62 4.4
Defined benefit ............................................. 0.68 2.0 0.32 1.1 0.86 2.3
Defined contribution ...................................... 0.75 2.2 0.72 2.5 0.76 2.1

Legally required benefits .................................. 2.87 8.4 2.35 8.0 3.13 8.5
Social Security and Medicare ....................... 2.00 5.8 1.79 6.1 2.10 5.7

Social Security3 ........................................ 1.60 4.7 1.44 4.9 1.68 4.6
Medicare ................................................... 0.40 1.2 0.34 1.2 0.42 1.1

Federal unemployment insurance ................ 0.07 0.2 0.03 0.1 0.09 0.2
State unemployment insurance .................... 0.21 0.6 0.15 0.5 0.23 0.6
Workers’ compensation ................................ 0.60 1.8 0.39 1.3 0.70 1.9

1 The Census divisions are defined as follows: New England: Connecticut, Maine, Massachusetts, New
Hampshire, Rhode Island and Vermont; Middle Atlantic: New Jersey, New York, and Pennsylvania; South
Atlantic: Delaware, District of Columbia, Florida, Georgia, Maryland, North Carolina, South Carolina, Virginia, and
West Virginia; East South Central: Alabama, Kentucky, Mississippi, and Tennessee; West South Central:
Arkansas, Louisiana, Oklahoma, and Texas; East North Central: Illinois, Indiana, Michigan, Ohio, and Wisconsin;
West North Central: Iowa, Kansas, Minnesota, Missouri, Nebraska, North Dakota, and South Dakota; Mountain:
Arizona, Colorado, Idaho, Montana, Nevada, New Mexico, Utah, and Wyoming; and Pacific: Alaska, California,
Hawaii, Oregon, and Washington.

2 Includes premium pay (such as overtime, weekends, and holidays) for work in addition to the regular work
schedule.

3 Social Security refers to the Old-Age, Survivors, and Disability Insurance (OASDI) program.
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Table 8. Employer costs per hour worked for employee compensation and costs as a percent of total compensation: private industry
workers, by establishment employment size, March 2017

Compensation
component

1-99 workers 100 workers or more

1-99 workers 1-49 workers 50-99 workers 100 workers or
more 100-499 workers 500 workers or

more

Cost Percent Cost Percent Cost Percent Cost Percent Cost Percent Cost Percent

Total compensation .................................................. $28.16 100.0 $27.34 100.0 $30.57 100.0 $39.05 100.0 $32.74 100.0 $48.70 100.0

Wages and salaries .............................................. 20.38 72.4 20.07 73.4 21.32 69.7 26.26 67.2 22.66 69.2 31.75 65.2

Total benefits ........................................................ 7.77 27.6 7.28 26.6 9.25 30.3 12.79 32.8 10.07 30.8 16.95 34.8

Paid leave ......................................................... 1.65 5.9 1.55 5.7 1.96 6.4 3.07 7.9 2.34 7.1 4.20 8.6
Vacation ........................................................ 0.84 3.0 0.79 2.9 1.01 3.3 1.60 4.1 1.22 3.7 2.17 4.5
Holiday .......................................................... 0.52 1.9 0.50 1.8 0.60 2.0 0.90 2.3 0.71 2.2 1.20 2.5
Sick ............................................................... 0.20 0.7 0.19 0.7 0.25 0.8 0.38 1.0 0.26 0.8 0.57 1.2
Personal ....................................................... 0.09 0.3 0.08 0.3 0.10 0.3 0.19 0.5 0.15 0.5 0.26 0.5

Supplemental pay ............................................. 1.03 3.7 0.95 3.5 1.29 4.2 1.34 3.4 0.94 2.9 1.94 4.0
Overtime and premium1 ............................... 0.20 0.7 0.18 0.7 0.24 0.8 0.35 0.9 0.32 1.0 0.38 0.8
Shift differentials ........................................... 2( ) 3( ) 2( ) 3( ) 0.03 0.1 0.12 0.3 0.06 0.2 0.19 0.4
Nonproduction bonuses ................................ 0.83 2.9 0.76 2.8 1.01 3.3 0.87 2.2 0.56 1.7 1.36 2.8

Insurance .......................................................... 1.89 6.7 1.74 6.4 2.34 7.6 3.57 9.1 2.87 8.8 4.64 9.5
Life ................................................................ 0.03 0.1 0.03 0.1 0.04 0.1 0.06 0.1 0.05 0.1 0.07 0.1
Health ........................................................... 1.80 6.4 1.65 6.1 2.21 7.2 3.35 8.6 2.70 8.3 4.35 8.9
Short-term disability ...................................... 0.03 0.1 0.03 0.1 0.04 0.1 0.09 0.2 0.07 0.2 0.12 0.2
Long-term disability ...................................... 0.03 0.1 0.03 0.1 0.04 0.1 0.07 0.2 0.05 0.1 0.10 0.2

Retirement and savings .................................... 0.83 2.9 0.68 2.5 1.26 4.1 1.95 5.0 1.34 4.1 2.87 5.9
Defined benefit ............................................. 0.32 1.1 0.24 0.9 0.56 1.8 0.91 2.3 0.59 1.8 1.40 2.9
Defined contribution ...................................... 0.50 1.8 0.44 1.6 0.70 2.3 1.04 2.7 0.75 2.3 1.47 3.0

Legally required benefits .................................. 2.37 8.4 2.36 8.6 2.41 7.9 2.87 7.3 2.58 7.9 3.31 6.8
Social Security and Medicare ....................... 1.67 5.9 1.65 6.0 1.73 5.7 2.22 5.7 1.91 5.8 2.70 5.5

Social Security4 ........................................ 1.34 4.7 1.32 4.8 1.37 4.5 1.78 4.6 1.53 4.7 2.16 4.4
Medicare ................................................... 0.34 1.2 0.33 1.2 0.36 1.2 0.44 1.1 0.37 1.1 0.54 1.1

Federal unemployment insurance ................ 0.04 0.1 0.04 0.1 0.03 0.1 0.03 0.1 0.03 0.1 0.03 0.1
State unemployment insurance .................... 0.18 0.6 0.18 0.7 0.17 0.6 0.17 0.4 0.19 0.6 0.15 0.3
Workers’ compensation ................................ 0.48 1.7 0.48 1.8 0.48 1.6 0.44 1.1 0.45 1.4 0.43 0.9

1 Includes premium pay (such as overtime, weekends, and holidays) for work in addition to the regular work schedule.
2 Cost per hour worked is $0.01 or less.
3 Less than .05 percent.
4 Social Security refers to the Old-Age, Survivors, and Disability Insurance (OASDI) program.
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Table 9.   Employer costs per hour worked for employee compensation and costs as a percent of total compensation: private
industry workers, goods-producing and service-providing industries, by occupational group, March 2017

Series
Total

compen-
sation

Wages
and

salaries

Benefit costs

Total Paid
leave

Supple-
mental

pay
Insurance

Retire-
ment
and

savings

Legally
required
benefits

Cost per hour worked

All workers in private industry .................................................... $33.11 $23.06 $10.06 $2.30 $1.17 $2.65 $1.34 $2.60

Management, professional, and related ............................. 58.62 40.26 18.36 4.97 2.61 4.22 2.73 3.83
Management, business, and financial ............................ 70.84 47.46 23.38 6.29 5.04 4.63 3.09 4.34
Professional and related ................................................. 52.35 36.57 15.78 4.29 1.36 4.02 2.55 3.57

Sales and office .................................................................. 24.55 17.58 6.97 1.58 0.62 2.17 0.71 1.89
Sales and related ............................................................ 24.04 18.02 6.01 1.39 0.63 1.53 0.60 1.87
Office and administrative support ................................... 24.90 17.28 7.62 1.71 0.62 2.60 0.79 1.90

Service ................................................................................ 15.38 11.75 3.63 0.58 0.25 0.93 0.26 1.62
Natural resources, construction, and maintenance ............ 35.19 23.81 11.37 1.80 1.05 3.16 1.92 3.44

Construction, extraction, farming, fishing, and forestry1 36.82 24.73 12.09 1.41 1.02 3.16 2.50 4.00
Installation, maintenance, and repair .............................. 33.69 22.98 10.72 2.14 1.09 3.17 1.39 2.92

Production, transportation, and material moving ................ 27.71 18.40 9.31 1.65 1.00 2.88 1.19 2.59
Production ...................................................................... 26.91 18.02 8.89 1.62 1.13 2.85 0.91 2.38
Transportation and material moving ............................... 28.50 18.77 9.72 1.67 0.87 2.92 1.46 2.81

All workers, goods-producing industries2 ......................... 39.42 26.22 13.20 2.57 1.48 3.68 2.17 3.30

Management, professional, and related ............................. 70.55 47.21 23.34 6.10 2.52 5.24 4.88 4.60
Sales and office .................................................................. 33.58 23.20 10.38 2.36 1.02 3.20 1.18 2.61
Natural resources, construction, and maintenance ............ 37.33 24.86 12.48 1.56 1.21 3.41 2.45 3.85
Production, transportation, and material moving ................ 28.70 18.71 9.99 1.74 1.31 3.34 1.04 2.56

All workers, service-providing industries3 ........................ 31.83 22.41 9.42 2.24 1.11 2.45 1.17 2.45

Management, professional, and related ............................. 57.00 39.32 17.68 4.81 2.62 4.08 2.44 3.72
Sales and office .................................................................. 23.95 17.21 6.75 1.53 0.60 2.10 0.68 1.84
Service ................................................................................ 15.35 11.73 3.61 0.57 0.24 0.93 0.25 1.61
Natural resources, construction, and maintenance ............ 32.51 22.51 9.99 2.08 0.86 2.85 1.26 2.93
Production, transportation, and material moving ................ 26.97 18.17 8.80 1.58 0.76 2.54 1.30 2.62

Percent of total compensation

All workers in private industry .................................................... 100.0 69.6 30.4 6.9 3.5 8.0 4.0 7.8

Management, professional, and related ............................. 100.0 68.7 31.3 8.5 4.4 7.2 4.7 6.5
Management, business, and financial ............................ 100.0 67.0 33.0 8.9 7.1 6.5 4.4 6.1
Professional and related ................................................. 100.0 69.9 30.1 8.2 2.6 7.7 4.9 6.8

Sales and office .................................................................. 100.0 71.6 28.4 6.4 2.5 8.8 2.9 7.7
Sales and related ............................................................ 100.0 75.0 25.0 5.8 2.6 6.4 2.5 7.8
Office and administrative support ................................... 100.0 69.4 30.6 6.8 2.5 10.5 3.2 7.6

Service ................................................................................ 100.0 76.4 23.6 3.8 1.6 6.1 1.7 10.5
Natural resources, construction, and maintenance ............ 100.0 67.7 32.3 5.1 3.0 9.0 5.5 9.8

Construction, extraction, farming, fishing, and forestry1 100.0 67.2 32.8 3.8 2.8 8.6 6.8 10.9
Installation, maintenance, and repair .............................. 100.0 68.2 31.8 6.4 3.2 9.4 4.1 8.7

Production, transportation, and material moving ................ 100.0 66.4 33.6 5.9 3.6 10.4 4.3 9.4
Production ...................................................................... 100.0 67.0 33.0 6.0 4.2 10.6 3.4 8.8
Transportation and material moving ............................... 100.0 65.9 34.1 5.9 3.1 10.2 5.1 9.9

All workers, goods-producing industries2 ......................... 100.0 66.5 33.5 6.5 3.8 9.3 5.5 8.4

Management, professional, and related ............................. 100.0 66.9 33.1 8.6 3.6 7.4 6.9 6.5
Sales and office .................................................................. 100.0 69.1 30.9 7.0 3.0 9.5 3.5 7.8
Natural resources, construction, and maintenance ............ 100.0 66.6 33.4 4.2 3.2 9.1 6.6 10.3
Production, transportation, and material moving ................ 100.0 65.2 34.8 6.1 4.6 11.6 3.6 8.9

All workers, service-providing industries3 ........................ 100.0 70.4 29.6 7.0 3.5 7.7 3.7 7.7

Management, professional, and related ............................. 100.0 69.0 31.0 8.4 4.6 7.2 4.3 6.5
Sales and office .................................................................. 100.0 71.8 28.2 6.4 2.5 8.8 2.9 7.7
Service ................................................................................ 100.0 76.5 23.5 3.7 1.6 6.1 1.7 10.5
Natural resources, construction, and maintenance ............ 100.0 69.3 30.7 6.4 2.7 8.8 3.9 9.0
Production, transportation, and material moving ................ 100.0 67.4 32.6 5.9 2.8 9.4 4.8 9.7

1 Farming, fishing, and forestry occupations were combined with construction and extraction occupational group as of December 2006.
2 Includes mining, construction, and manufacturing. The agriculture, forestry, farming, and hunting sector is excluded.
3 Includes utilities; wholesale trade; retail trade; transportation and warehousing; information; finance and insurance; real estate and rental and leasing;

professional and technical services; management of companies and enterprises; administrative and waste services; educational services; health care and
social assistance; arts, entertainment and recreation; accommodation and food services; and other services, except public administration.
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Table 10.   Employer costs per hour worked for employee compensation and costs as a percent of total compensation: private
industry workers, by industry group, March 2017

Series
Total

compen-
sation

Wages
and

salaries

Benefit costs

Total Paid
leave

Supple-
mental

pay
Insurance

Retire-
ment
and

savings

Legally
required
benefits

Cost per hour worked

All workers, goods-producing industries1 ......................... $39.42 $26.22 $13.20 $2.57 $1.48 $3.68 $2.17 $3.30

Construction ....................................................................... 38.73 26.96 11.77 1.70 1.04 3.03 2.09 3.90
Manufacturing ..................................................................... 39.66 25.87 13.79 3.00 1.65 3.99 2.16 3.00

Aircraft manufacturing2 ................................................... 71.69 43.38 28.31 6.44 4.22 7.56 5.62 4.47

All workers, service-providing industries3 ........................ 31.83 22.41 9.42 2.24 1.11 2.45 1.17 2.45

Trade, transportation, and utilities ...................................... 27.44 19.31 8.14 1.73 0.71 2.28 1.09 2.32
Wholesale trade .............................................................. 36.48 25.79 10.69 2.64 1.06 2.97 1.18 2.83
Retail trade ..................................................................... 18.95 14.35 4.60 0.91 0.37 1.26 0.40 1.65
Transportation and warehousing .................................... 39.87 25.58 14.29 2.86 1.19 4.18 2.47 3.59
Utilities ............................................................................ 61.76 36.98 24.78 5.34 2.50 6.32 6.28 4.34

Information .......................................................................... 54.36 35.71 18.64 5.00 2.36 5.29 2.43 3.58
Financial activities .............................................................. 46.80 30.62 16.18 3.97 3.51 3.90 1.86 2.95

Finance and insurance ................................................... 52.16 33.59 18.57 4.60 4.32 4.32 2.23 3.10
Credit intermediation and related activities ................. 41.65 27.87 13.78 3.70 1.78 3.86 1.76 2.68
Insurance carriers and related activities ..................... 47.76 31.65 16.11 4.21 2.18 4.36 2.33 3.03

Real estate and rental and leasing ................................. 30.16 21.40 8.76 2.02 0.98 2.57 0.69 2.50
Professional and business services ................................... 40.46 28.78 11.68 2.91 2.00 2.50 1.28 2.99

Professional and technical services ............................... 51.14 36.74 14.40 4.29 1.34 3.49 1.77 3.51
Administrative and waste services ................................. 22.98 17.66 5.32 0.98 0.52 1.18 0.37 2.27

Education and health services ............................................ 35.00 24.59 10.42 2.74 0.64 3.03 1.47 2.54
Educational services ....................................................... 44.31 32.05 12.26 3.17 0.23 3.64 2.11 3.10

Junior colleges, colleges, and universities ................. 54.27 38.08 16.19 4.48 0.33 4.85 2.99 3.55
Health care and social assistance .................................. 33.46 23.35 10.11 2.67 0.71 2.93 1.36 2.45

Leisure and hospitality ........................................................ 14.14 11.16 2.98 0.41 0.14 0.74 0.19 1.50
Accommodation and food services ................................. 12.56 10.05 2.50 0.30 0.12 0.60 0.12 1.36

Other services .................................................................... 26.71 19.36 7.34 1.62 0.36 2.01 1.11 2.24

Percent of total compensation

All workers, goods-producing industries1 ......................... 100.0 66.5 33.5 6.5 3.8 9.3 5.5 8.4

Construction ....................................................................... 100.0 69.6 30.4 4.4 2.7 7.8 5.4 10.1
Manufacturing ..................................................................... 100.0 65.2 34.8 7.6 4.1 10.1 5.5 7.6

Aircraft manufacturing2 ................................................... 100.0 60.5 39.5 9.0 5.9 10.6 7.8 6.2

All workers, service-providing industries3 ........................ 100.0 70.4 29.6 7.0 3.5 7.7 3.7 7.7

Trade, transportation, and utilities ...................................... 100.0 70.4 29.6 6.3 2.6 8.3 4.0 8.5
Wholesale trade .............................................................. 100.0 70.7 29.3 7.2 2.9 8.2 3.2 7.8
Retail trade ..................................................................... 100.0 75.7 24.3 4.8 2.0 6.6 2.1 8.7
Transportation and warehousing .................................... 100.0 64.2 35.8 7.2 3.0 10.5 6.2 9.0
Utilities ............................................................................ 100.0 59.9 40.1 8.6 4.1 10.2 10.2 7.0

Information .......................................................................... 100.0 65.7 34.3 9.2 4.3 9.7 4.5 6.6
Financial activities .............................................................. 100.0 65.4 34.6 8.5 7.5 8.3 4.0 6.3

Finance and insurance ................................................... 100.0 64.4 35.6 8.8 8.3 8.3 4.3 5.9
Credit intermediation and related activities ................. 100.0 66.9 33.1 8.9 4.3 9.3 4.2 6.4
Insurance carriers and related activities ..................... 100.0 66.3 33.7 8.8 4.6 9.1 4.9 6.3

Real estate and rental and leasing ................................. 100.0 70.9 29.1 6.7 3.3 8.5 2.3 8.3
Professional and business services ................................... 100.0 71.1 28.9 7.2 5.0 6.2 3.2 7.4

Professional and technical services ............................... 100.0 71.8 28.2 8.4 2.6 6.8 3.5 6.9
Administrative and waste services ................................. 100.0 76.8 23.2 4.3 2.2 5.1 1.6 9.9

Education and health services ............................................ 100.0 70.2 29.8 7.8 1.8 8.6 4.2 7.3
Educational services ....................................................... 100.0 72.3 27.7 7.2 0.5 8.2 4.8 7.0

Junior colleges, colleges, and universities ................. 100.0 70.2 29.8 8.2 0.6 8.9 5.5 6.5
Health care and social assistance .................................. 100.0 69.8 30.2 8.0 2.1 8.7 4.1 7.3

Leisure and hospitality ........................................................ 100.0 78.9 21.1 2.9 1.0 5.2 1.4 10.6
Accommodation and food services ................................. 100.0 80.1 19.9 2.4 0.9 4.8 0.9 10.9

Other services .................................................................... 100.0 72.5 27.5 6.1 1.4 7.5 4.1 8.4

1 Includes mining, construction, and manufacturing. The agriculture, forestry, farming, and hunting sector is excluded.
2 Data are available beginning with December 2006.
3 Includes utilities; wholesale trade; retail trade; transportation and warehousing; information; finance and insurance; real estate and rental and leasing;

professional and technical services; management of companies and enterprises; administrative and waste services; educational services; health care and
social assistance; arts, entertainment and recreation; accommodation and food services; and other services, except public administration.
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Table 11. Employer costs per hour worked for employee compensation and costs as a percent of total compensation: private
industry workers, by occupational group and full-time and part-time status, March 2017

Series
Total

compen-
sation

Wages
and

salaries

Benefit costs

Total Paid
leave

Supple-
mental

pay
Insurance

Retire-
ment
and

savings

Legally
required
benefits

Cost per hour worked

All full-time workers in private industry ................................. $38.96 $26.50 $12.46 $2.96 $1.52 $3.38 $1.69 $2.90

Management, professional, and related ............................. 61.17 41.48 19.69 5.39 2.88 4.58 2.94 3.90
Management, business, and financial ............................ 71.37 47.70 23.67 6.37 5.13 4.68 3.14 4.35
Professional and related ................................................. 54.92 37.66 17.25 4.78 1.50 4.52 2.83 3.63

Sales and office .................................................................. 29.32 20.40 8.92 2.14 0.83 2.88 0.94 2.13
Sales and related ............................................................ 34.33 24.89 9.44 2.43 1.05 2.50 1.02 2.44
Office and administrative support ................................... 27.10 18.41 8.69 2.01 0.73 3.04 0.91 1.99

Service ................................................................................ 18.97 13.56 5.40 1.06 0.41 1.70 0.45 1.78
Natural resources, construction, and maintenance ............ 36.00 24.19 11.81 1.89 1.11 3.33 2.00 3.49

Construction, extraction, farming, fishing, and forestry1 37.67 25.12 12.54 1.49 1.08 3.31 2.60 4.06
Installation, maintenance, and repair .............................. 34.49 23.34 11.15 2.25 1.13 3.34 1.46 2.97

Production, transportation, and material moving ................ 29.86 19.64 10.22 1.89 1.14 3.23 1.26 2.69
Production ...................................................................... 28.05 18.57 9.48 1.75 1.21 3.10 0.99 2.43
Transportation and material moving ............................... 32.03 20.91 11.11 2.06 1.06 3.40 1.58 3.01

All part-time workers in private industry ................................ 17.23 13.69 3.54 0.50 0.23 0.68 0.37 1.76

Management, professional, and related ............................. 40.69 31.72 8.97 2.00 0.70 1.71 1.25 3.31
Professional and related ................................................. 40.51 31.52 8.98 2.00 0.70 1.71 1.29 3.29

Sales and office .................................................................. 14.29 11.52 2.78 0.37 0.18 0.64 0.22 1.36
Sales and related ............................................................ 12.89 10.59 2.31 0.26 0.17 0.47 0.15 1.25
Office and administrative support ................................... 16.49 12.97 3.52 0.54 0.19 0.91 0.33 1.55

Service ................................................................................ 12.36 10.23 2.14 0.17 0.11 0.29 0.09 1.47
Production, transportation, and material moving ................ 17.52 12.54 4.98 0.49 0.30 1.21 0.84 2.14

Transportation and material moving ............................... 18.37 12.63 5.74 0.56 0.33 1.52 1.09 2.23

Percent of total compensation

All full-time workers in private industry ................................. 100.0 68.0 32.0 7.6 3.9 8.7 4.3 7.5

Management, professional, and related ............................. 100.0 67.8 32.2 8.8 4.7 7.5 4.8 6.4
Management, business, and financial ............................ 100.0 66.8 33.2 8.9 7.2 6.6 4.4 6.1
Professional and related ................................................. 100.0 68.6 31.4 8.7 2.7 8.2 5.1 6.6

Sales and office .................................................................. 100.0 69.6 30.4 7.3 2.8 9.8 3.2 7.3
Sales and related ............................................................ 100.0 72.5 27.5 7.1 3.1 7.3 3.0 7.1
Office and administrative support ................................... 100.0 67.9 32.1 7.4 2.7 11.2 3.4 7.3

Service ................................................................................ 100.0 71.5 28.5 5.6 2.2 9.0 2.4 9.4
Natural resources, construction, and maintenance ............ 100.0 67.2 32.8 5.2 3.1 9.2 5.6 9.7

Construction, extraction, farming, fishing, and forestry1 100.0 66.7 33.3 3.9 2.9 8.8 6.9 10.8
Installation, maintenance, and repair .............................. 100.0 67.7 32.3 6.5 3.3 9.7 4.2 8.6

Production, transportation, and material moving ................ 100.0 65.8 34.2 6.3 3.8 10.8 4.2 9.0
Production ...................................................................... 100.0 66.2 33.8 6.2 4.3 11.0 3.5 8.6
Transportation and material moving ............................... 100.0 65.3 34.7 6.4 3.3 10.6 4.9 9.4

All part-time workers in private industry ................................ 100.0 79.5 20.5 2.9 1.3 3.9 2.1 10.2

Management, professional, and related ............................. 100.0 78.0 22.0 4.9 1.7 4.2 3.1 8.1
Professional and related ................................................. 100.0 77.8 22.2 4.9 1.7 4.2 3.2 8.1

Sales and office .................................................................. 100.0 80.6 19.4 2.6 1.2 4.5 1.6 9.5
Sales and related ............................................................ 100.0 82.1 17.9 2.0 1.3 3.7 1.2 9.7
Office and administrative support ................................... 100.0 78.7 21.3 3.3 1.2 5.5 2.0 9.4

Service ................................................................................ 100.0 82.7 17.3 1.4 0.9 2.3 0.8 11.9
Production, transportation, and material moving ................ 100.0 71.6 28.4 2.8 1.7 6.9 4.8 12.2

Transportation and material moving ............................... 100.0 68.8 31.2 3.0 1.8 8.3 5.9 12.1

1 Farming, fishing, and forestry occupations were combined with construction and extraction occupational group as of December 2006.
Note: The sum of individual items may not equal totals due to rounding.
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Table 12. Employer costs per hour worked for employee compensation and costs as a percent of total
compensation: private industry workers, by industry group and full-time and part-time status, March 2017

Series
Total

compen-
sation

Wages
and

salaries

Benefit costs

Total Paid
leave

Supple-
mental

pay
Insurance

Retire-
ment
and

savings

Legally
required
benefits

Cost per hour worked

All full-time workers in private industry ........... $38.96 $26.50 $12.46 $2.96 $1.52 $3.38 $1.69 $2.90

Goods-producing1 ............................................ 40.01 26.50 13.51 2.65 1.52 3.79 2.23 3.32
Construction ................................................. 39.79 27.50 12.29 1.81 1.09 3.21 2.22 3.95
Manufacturing ............................................... 40.04 26.06 13.97 3.04 1.67 4.05 2.20 3.02

Service-providing2 ............................................ 38.65 26.50 12.15 3.05 1.52 3.26 1.54 2.78
Trade, transportation, and utilities ................ 34.61 23.80 10.81 2.49 1.00 3.09 1.46 2.77
Information .................................................... 56.98 37.25 19.73 5.30 2.50 5.63 2.58 3.72
Financial activities ........................................ 49.53 32.21 17.31 4.29 3.83 4.15 1.99 3.06
Professional and business services ............. 44.34 30.99 13.34 3.44 2.33 2.93 1.49 3.16
Education and health services ...................... 37.80 25.87 11.93 3.22 0.72 3.66 1.73 2.59
Leisure and hospitality .................................. 19.22 14.05 5.17 1.00 0.30 1.70 0.45 1.72
Other services .............................................. 32.03 22.61 9.42 2.31 0.50 2.75 1.32 2.53

All part-time workers in private industry .......... 17.23 13.69 3.54 0.50 0.23 0.68 0.37 1.76

Service-providing2 ............................................ 17.11 13.59 3.52 0.50 0.22 0.68 0.37 1.74
Trade, transportation, and utilities ................ 14.72 11.33 3.39 0.39 0.21 0.84 0.42 1.53
Professional and business services ............. 22.05 18.28 3.78 0.39 0.44 0.45 0.29 2.20
Education and health services ...................... 27.36 21.08 6.28 1.43 0.42 1.29 0.74 2.41
Leisure and hospitality .................................. 11.14 9.45 1.69 0.06 0.04 0.17 0.04 1.37

Percent of total compensation

All full-time workers in private industry ........... 100.0 68.0 32.0 7.6 3.9 8.7 4.3 7.5

Goods-producing1 ............................................ 100.0 66.2 33.8 6.6 3.8 9.5 5.6 8.3
Construction ................................................. 100.0 69.1 30.9 4.5 2.7 8.1 5.6 9.9
Manufacturing ............................................... 100.0 65.1 34.9 7.6 4.2 10.1 5.5 7.5

Service-providing2 ............................................ 100.0 68.6 31.4 7.9 3.9 8.4 4.0 7.2
Trade, transportation, and utilities ................ 100.0 68.8 31.2 7.2 2.9 8.9 4.2 8.0
Information .................................................... 100.0 65.4 34.6 9.3 4.4 9.9 4.5 6.5
Financial activities ........................................ 100.0 65.0 35.0 8.7 7.7 8.4 4.0 6.2
Professional and business services ............. 100.0 69.9 30.1 7.8 5.3 6.6 3.4 7.1
Education and health services ...................... 100.0 68.4 31.6 8.5 1.9 9.7 4.6 6.9
Leisure and hospitality .................................. 100.0 73.1 26.9 5.2 1.5 8.8 2.4 8.9
Other services .............................................. 100.0 70.6 29.4 7.2 1.6 8.6 4.1 7.9

All part-time workers in private industry .......... 100.0 79.5 20.5 2.9 1.3 3.9 2.1 10.2

Service-providing2 ............................................ 100.0 79.5 20.5 2.9 1.3 4.0 2.2 10.2
Trade, transportation, and utilities ................ 100.0 77.0 23.0 2.6 1.5 5.7 2.9 10.4
Professional and business services ............. 100.0 82.9 17.1 1.8 2.0 2.1 1.3 10.0
Education and health services ...................... 100.0 77.0 23.0 5.2 1.5 4.7 2.7 8.8
Leisure and hospitality .................................. 100.0 84.8 15.2 0.6 0.4 1.5 0.4 12.3

1 Includes mining, construction, and manufacturing. The agriculture, forestry, farming, and hunting sector is excluded.
2 Includes utilities; wholesale trade; retail trade; transportation and warehousing; information; finance and insurance; real estate and rental

and leasing; professional and technical services; management of companies and enterprises; administrative and waste services; educational
services; health care and social assistance; arts, entertainment and recreation; accommodation and food services; and other services, except
public administration.
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Table 13. Employer costs per hour worked for employee compensation and costs as a percent of total
compensation: private industry workers, by major industry group and establishment employment size and
bargaining unit status, March 2017

Series
Total

compen-
sation

Wages
and

salaries

Benefit costs

Total Paid
leave

Supple-
mental

pay
Insurance

Retire-
ment
and

savings

Legally
required
benefits

Cost per hour worked

All workers, goods-producing industries1 ... $39.42 $26.22 $13.20 $2.57 $1.48 $3.68 $2.17 $3.30

1-99 workers ..................................................... 33.09 23.39 9.70 1.69 0.93 2.62 1.24 3.22
1-49 workers ................................................. 32.15 23.11 9.05 1.54 0.86 2.30 1.14 3.20
50-99 workers ............................................... 35.62 24.14 11.48 2.07 1.14 3.49 1.51 3.27

100 workers or more ......................................... 44.75 28.60 16.15 3.32 1.94 4.58 2.95 3.37
100-499 workers ........................................... 39.15 25.62 13.53 2.66 1.44 4.14 2.06 3.24
500 workers or more ..................................... 53.31 33.15 20.16 4.33 2.70 5.24 4.31 3.57

Union ................................................................ 48.76 28.30 20.46 2.57 1.88 6.93 4.94 4.14
Nonunion .......................................................... 37.68 25.83 11.85 2.57 1.40 3.08 1.65 3.14

All workers, service-providing industries2 .. 31.83 22.41 9.42 2.24 1.11 2.45 1.17 2.45

1-99 workers ..................................................... 27.34 19.89 7.46 1.65 1.05 1.77 0.76 2.23
1-49 workers ................................................. 26.57 19.58 6.99 1.55 0.97 1.65 0.61 2.22
50-99 workers ............................................... 29.67 20.81 8.86 1.94 1.31 2.13 1.22 2.26

100 workers or more ......................................... 37.61 25.67 11.95 3.01 1.18 3.31 1.70 2.74
100-499 workers ........................................... 31.12 21.92 9.20 2.26 0.82 2.55 1.16 2.41
500 workers or more ..................................... 47.54 31.40 16.14 4.16 1.74 4.49 2.51 3.24

Union ................................................................ 49.02 29.79 19.24 3.91 1.25 6.26 4.26 3.55
Nonunion .......................................................... 30.45 21.82 8.63 2.11 1.10 2.14 0.92 2.37

Percent of total compensation

All workers, goods-producing industries1 ... 100.0 66.5 33.5 6.5 3.8 9.3 5.5 8.4

1-99 workers ..................................................... 100.0 70.7 29.3 5.1 2.8 7.9 3.8 9.7
1-49 workers ................................................. 100.0 71.9 28.1 4.8 2.7 7.2 3.6 9.9
50-99 workers ............................................... 100.0 67.8 32.2 5.8 3.2 9.8 4.2 9.2

100 workers or more ......................................... 100.0 63.9 36.1 7.4 4.3 10.2 6.6 7.5
100-499 workers ........................................... 100.0 65.4 34.6 6.8 3.7 10.6 5.3 8.3
500 workers or more ..................................... 100.0 62.2 37.8 8.1 5.1 9.8 8.1 6.7

Union ................................................................ 100.0 58.0 42.0 5.3 3.9 14.2 10.1 8.5
Nonunion .......................................................... 100.0 68.5 31.5 6.8 3.7 8.2 4.4 8.3

All workers, service-providing industries2 .. 100.0 70.4 29.6 7.0 3.5 7.7 3.7 7.7

1-99 workers ..................................................... 100.0 72.7 27.3 6.0 3.8 6.5 2.8 8.2
1-49 workers ................................................. 100.0 73.7 26.3 5.8 3.6 6.2 2.3 8.4
50-99 workers ............................................... 100.0 70.2 29.8 6.5 4.4 7.2 4.1 7.6

100 workers or more ......................................... 100.0 68.2 31.8 8.0 3.1 8.8 4.5 7.3
100-499 workers ........................................... 100.0 70.4 29.6 7.3 2.6 8.2 3.7 7.8
500 workers or more ..................................... 100.0 66.0 34.0 8.8 3.7 9.4 5.3 6.8

Union ................................................................ 100.0 60.8 39.2 8.0 2.6 12.8 8.7 7.3
Nonunion .......................................................... 100.0 71.7 28.3 6.9 3.6 7.0 3.0 7.8

1 Includes mining, construction, and manufacturing. The agriculture, forestry, farming, and hunting sector is excluded.
2 Includes utilities; wholesale trade; retail trade; transportation and warehousing; information; finance and insurance; real estate and rental

and leasing; professional and technical services; management of companies and enterprises; administrative and waste services; educational
services; health care and social assistance; arts, entertainment and recreation; accommodation and food services; and other services, except
public administration.

- 22 -



Table 14. Employer costs per hour worked for employee compensation and costs as a percent of total
compensation: private industry health care and social assistance workers, by industry and occupational group,
March 2017

Series
Total

compen-
sation

Wages
and

salaries

Benefit costs

Total Paid
leave

Supple-
mental

pay
Insurance

Retire-
ment
and

savings

Legally
required
benefits

Cost per hour worked

Health care and social assistance .................... $33.46 $23.35 $10.11 $2.67 $0.71 $2.93 $1.36 $2.45

Management, professional, and related ....... 47.48 32.91 14.56 4.13 1.01 3.87 2.33 3.22
Registered nurses .................................... 53.29 35.85 17.43 4.80 1.74 4.57 2.60 3.72

Sales and office ............................................ 23.32 16.06 7.25 1.70 0.35 2.90 0.59 1.72
Service .......................................................... 18.98 13.64 5.34 1.11 0.46 1.67 0.39 1.71

Hospitals ......................................................... 45.69 30.03 15.66 4.22 1.57 4.64 2.11 3.12

Management, professional, and related ....... 55.02 36.48 18.54 5.28 1.85 5.09 2.62 3.70
Registered nurses .................................... 57.45 37.76 19.69 5.41 2.21 5.27 2.88 3.92

Service .......................................................... 24.23 15.36 8.88 1.72 1.13 3.24 0.96 1.83

Nursing and residential care facilities .......... 22.80 16.47 6.34 1.51 0.50 1.98 0.35 2.00

Management, professional, and related ....... 34.95 25.61 9.34 2.47 0.71 2.72 0.67 2.78
Service .......................................................... 17.30 12.36 4.94 1.04 0.43 1.61 0.22 1.65

Nursing care facilities1 .............................. 25.52 18.32 7.20 1.74 0.61 2.23 0.50 2.12

Management, professional, and related ....... 39.25 28.70 10.55 2.84 0.85 2.95 0.87 3.05
Service .......................................................... 18.47 13.00 5.47 1.14 0.51 1.84 0.32 1.65

Percent of total compensation

Health care and social assistance .................... 100.0 69.8 30.2 8.0 2.1 8.7 4.1 7.3

Management, professional, and related ....... 100.0 69.3 30.7 8.7 2.1 8.1 4.9 6.8
Registered nurses .................................... 100.0 67.3 32.7 9.0 3.3 8.6 4.9 7.0

Sales and office ............................................ 100.0 68.9 31.1 7.3 1.5 12.4 2.5 7.4
Service .......................................................... 100.0 71.9 28.1 5.9 2.4 8.8 2.0 9.0

Hospitals ......................................................... 100.0 65.7 34.3 9.2 3.4 10.2 4.6 6.8

Management, professional, and related ....... 100.0 66.3 33.7 9.6 3.4 9.2 4.8 6.7
Registered nurses .................................... 100.0 65.7 34.3 9.4 3.9 9.2 5.0 6.8

Service .......................................................... 100.0 63.4 36.6 7.1 4.7 13.4 4.0 7.6

Nursing and residential care facilities .......... 100.0 72.2 27.8 6.6 2.2 8.7 1.5 8.8

Management, professional, and related ....... 100.0 73.3 26.7 7.1 2.0 7.8 1.9 8.0
Service .......................................................... 100.0 71.4 28.6 6.0 2.5 9.3 1.3 9.5

Nursing care facilities1 .............................. 100.0 71.8 28.2 6.8 2.4 8.7 2.0 8.3

Management, professional, and related ....... 100.0 73.1 26.9 7.2 2.2 7.5 2.2 7.8
Service .......................................................... 100.0 70.4 29.6 6.2 2.8 10.0 1.7 8.9

1 Data are available beginning with December 2006.

Note: The sum of individual items may not equal totals due to rounding.
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Table 15. Employer costs per hour worked for employee compensation and costs as a percent of
total compensation: private industry workers, by Census region and selected metropolitan area,1
March 2017

Total compensation Wages and salaries Total benefits

Cost Percent Cost Percent Cost Percent

Northeast

Boston-Worcester-Manchester, MA-NH CSA ........... $43.94 100.0 $30.83 70.2 $13.11 29.8

New York-Newark-Bridgeport, NY-NJ-CT-PA CSA ..  46.10 100.0  30.48 66.1  15.62 33.9

Philadelphia-Camden-Vineland, PA-NJ-DE-MD
CSA ........................................................................  35.79 100.0  24.73 69.1  11.06 30.9

South

Atlanta-Sandy Springs-Gainesville, GA-AL CSA ......  34.39 100.0  24.13 70.2  10.26 29.8

Dallas-Fort Worth, TX CSA ......................................  30.13 100.0  22.10 73.4  8.02 26.6

Houston-Baytown-Huntsville, TX CSA .....................  35.12 100.0  24.63 70.1  10.49 29.9

Miami-Fort Lauderdale-Pompano Beach, FL MSA ...  28.20 100.0  20.35 72.2  7.85 27.8

Washington-Baltimore-Northern Virginia,
DC-MD-VA-WV CSA ..............................................  38.83 100.0  27.18 70.0  11.66 30.0

Midwest

Chicago-Naperville-Michigan City, IL-IN-WI CSA .....  36.29 100.0  25.17 69.4  11.12 30.6

Detroit-Warren-Flint, MI CSA ....................................  36.75 100.0  25.31 68.9  11.44 31.1

Minneapolis-St. Paul-St. Cloud, MN-WI CSA ...........  35.42 100.0  25.15 71.0  10.27 29.0

West

Los Angeles-Long Beach-Riverside, CA CSA ..........  35.70 100.0  25.28 70.8  10.42 29.2

Phoenix-Mesa-Scottsdale, AZ MSA .........................  30.78 100.0  22.37 72.7  8.41 27.3

San Jose-San Francisco-Oakland, CA CSA ............  53.61 100.0  37.47 69.9  16.13 30.1

Seattle-Tacoma-Olympia, WA CSA ..........................  38.76 100.0  27.26 70.3  11.50 29.7

1 The Consolidated Statistical Areas (CSAs) and Metropolitan Statistical Areas (MSAs) are defined by the Office of 
Management and Budget (OMB) 2003 area definitions.  For more information on the area definitions, visit
www.census.gov/programs-surveys/metro-micro.html.
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Their support is greatly appreciated!

Kentucky’s 418 incorporated cities employ over 25,000 people.  Maintaining adequate staffing to perform 
the important services that cities provide is a real challenge for local officials.  Finding and keeping first-
rate staff members while holding the line on budget increases is an increasingly difficult task for our 
mayors, council members and commissioners.  The purpose of this study is to assist our cities by providing 
comparative wage/salary and employee benefits information from around the state.

INTRODUCTION

Introduction

February 2016

The data contained in this report serves as a general reference for city officials in the human resources and 
budgeting areas.  Employment and workforce conditions vary widely throughout the state, and final 
decisions on individual salaries must take into account specific local circumstances.

Electronic copies of this report will be made available to members of the Kentucky League of Cities 
(KLC) free of charge on the KLC website (klc.org) or by contacting the KLC office.  Printed copies of the 
report may be requested for a fee.

If you have any questions about the wage and benefits information included in this report or if you would 
like to order an additional copy, please contact a member of the KLC research team at 800.876.4552.

Officials from cities that completed and returned the survey sent to member cities in late 2015 have online 
access to city-specific wage and benefit data.  This is an added benefit for completing the survey.  Custom 
reports may be generated at any time for any of the positions and benefits questions included in the survey.  

Visit klc.org to access the online database.

The 2016 edition of the Wage and Salary Survey of Kentucky Cities is paid for in part by the following 
advertisers:
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Percentage
Reporting

100%

Format and Methodology

FORMAT AND
METHODOLOGY

100,000 or more

Population Range

The information contained in this report was derived from surveys sent to KLC member cities as of 
October 30, 2015.  Responses were received from 205 cities, including many small cities that reported no 
employees and no employee benefit policies.

The information is reported statistically both statewide and by population range of city.  In earlier reports, 
classification of city was used for comparison purposes.  Previously, city classification was based solely on 
population.  At the time, one-third of all Kentucky cities were not in the appropriate classification based on 
those population standards.  The city classification reform legislation that passed in 2014 eliminated the six 
classes of cities and created only two classes: first class and home rule class.  

Following are the six population ranges – which are the same ranges used in the previous city classification 
structure – including how many cities are in each range and how many in each completed the survey:

Number of Member
Cities in Range

2
16
32
55
98

88%
59%

20,000-99,999
8,000-19,999

Number of Cities 
Reporting

2
14
19
353,000-7,999

1,000-2,999
Less than 1,000

Total:

64%
46%
54%
56%

166
369

45
90

205
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# Reporting Minimum 25% 50% 75% Maximum

# Reporting – The number of cities reporting for that position.

Minimum – The lowest yearly salary reported for the position.

Maximum – The highest yearly salary reported for the position.

The shaded columns – Between the 25% and 75% values (between the first and third quartiles) represents 
the middle half of those reporting.  The difference of the third quartile and the first quartile is known as the 
“interquartile range” or “midspread.”

The symbol of “-” – Indicates there is insufficient data for statistical calculations.

Format and Methodology

Population Range
Salary Paid

Population Range – The same population ranges used in the former city classification system.  

25% – The salary amount at which one-quarter of those reporting are paid less and three-quarters of those 
reporting are paid more, also known as the “first quartile.”

50% – The salary amount at which half of those reporting are paid less and half of those reporting are paid 
more, also known as the “median” or “midpoint.”

75% – The salary amount at which three-quarters of those reporting are paid less and one-quarter of those 
reporting are paid more, also known as the “third quartile.”

FORMAT AND
METHODOLOGY

Statistical data for each job position is formatted under the table headings below, one each for statewide 
and population range:
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The tables for positions categorized as "utilities" begin on the following page

UTILITIES TABLES
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Statewide # Reporting Minimum 25% 50% 75% Maximum
Kentucky 30 $33,000 $49,755 $58,355 $75,117 $120,739

Population Range # Reporting Minimum 25% 50% 75% Maximum
100,000 or more 1 - - $116,266 - -
20,000-99,999 4 $74,829 $87,723 $97,969 $108,123 $120,739
8,000-19,999 4 $64,294 $67,781 $76,280 $85,462 $91,000
3,000-7,999 7 $47,675 $53,406 $55,817 $60,157 $75,213
1,000-2,999 8 $33,000 $46,009 $53,144 $58,902 $87,400
Less than 1,000 6 $35,959 $38,881 $45,654 $56,018 $72,814

Statewide # Reporting Minimum 25% 50% 75% Maximum
Kentucky 31 $19,500 $40,904 $46,613 $49,504 $69,846

Population Range # Reporting Minimum 25% 50% 75% Maximum
100,000 or more 0 - - - - -
20,000-99,999 2 $53,574 - $61,710 - $69,846
8,000-19,999 7 $40,706 $45,877 $48,516 $52,271 $58,635
3,000-7,999 8 $35,963 $38,674 $43,139 $47,851 $49,088
1,000-2,999 10 $33,051 $41,107 $44,678 $49,093 $67,100
Less than 1,000 4 $19,500 $36,855 $44,200 $46,289 $47,876

Utilities

Utilities

UTILITIES DIRECTOR

Directs operation and maintenance of water distribution/treatment system and/or sewage 
collection/treatment system

Salary Paid

Salary Paid

WATER PLANT
SUPERINTENDENT

Oversees operations of water treatment plant and pump stations

Salary Paid

Salary Paid
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Statewide # Reporting Minimum 25% 50% 75% Maximum
Kentucky 16 $20,800 $24,310 $25,761 $32,838 $57,628

Population Range # Reporting Minimum 25% 50% 75% Maximum
100,000 or more 0 - - - - -
20,000-99,999 2 $28,267 - $42,948 - $57,628
8,000-19,999 2 $24,918 - $25,990 - $27,061
3,000-7,999 7 $20,800 $22,672 $24,440 $32,854 $53,373
1,000-2,999 3 $24,980 - $25,313 - $26,208
Less than 1,000 2 $20,800 - $29,120 - $37,440

Statewide # Reporting Minimum 25% 50% 75% Maximum
Kentucky 13 $9,360 $23,920 $33,654 $36,400 $43,659

Population Range # Reporting Minimum 25% 50% 75% Maximum
100,000 or more 0 - - - - -
20,000-99,999 0 - - - - -
8,000-19,999 2 $32,240 - $34,320 - $36,400
3,000-7,999 5 $22,214 $32,500 $35,110 $36,046 $43,659
1,000-2,999 4 $23,816 $23,894 $28,787 $35,641 $41,600
Less than 1,000 2 $9,360 - $25,480 - $41,600

Salary Paid

Utilities

Utilities

WATER PLANT
OPERATOR I

Tends machines and observes operations at water treatment plant;
has Class I state certification

Salary Paid

Salary Paid

WATER PLANT
OPERATOR II

Tends machines and observes operations at water treatment plant;
has Class II state certification

Salary Paid
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Statewide # Reporting Minimum 25% 50% 75% Maximum
Kentucky 23 $14,560 $25,418 $31,400 $34,477 $51,750

Population Range # Reporting Minimum 25% 50% 75% Maximum
100,000 or more 0 - - - - -
20,000-99,999 0 - - - - -
8,000-19,999 3 $35,194 - $38,602 - $44,187
3,000-7,999 7 $24,440 $31,440 $33,000 $36,124 $39,582
1,000-2,999 11 $16,640 $23,676 $28,392 $31,820 $51,750
Less than 1,000 2 $14,560 - $19,760 - $24,960

Statewide # Reporting Minimum 25% 50% 75% Maximum
Kentucky 21 $24,440 $36,591 $39,500 $43,077 $54,641

Population Range # Reporting Minimum 25% 50% 75% Maximum
100,000 or more 0 - - - - -
20,000-99,999 3 $36,591 - $42,829 - $44,252
8,000-19,999 6 $37,005 $38,204 $41,891 $44,080 $54,641
3,000-7,999 8 $24,440 $33,659 $36,744 $40,337 $43,077
1,000-2,999 4 $36,380 $37,117 $40,195 $43,190 $43,680
Less than 1,000 0 - - - - -

Salary Paid

WATER PLANT
OPERATOR IV

Tends machines and observes operations at water treatment plant;
has Class IV state certification

Salary Paid

Salary Paid

Utilities

Utilities

WATER PLANT
OPERATOR III

Salary Paid

Tends machines and observes operations at water treatment plant;
has Class III state certification
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Statewide # Reporting Minimum 25% 50% 75% Maximum
Kentucky 6 $25,501 $27,280 $28,300 $35,553 $49,795

Population Range # Reporting Minimum 25% 50% 75% Maximum
100,000 or more 0 - - - - -
20,000-99,999 2 $25,501 - $31,686 - $37,871
8,000-19,999 0 - - - - -
3,000-7,999 2 $28,000 - $38,898 - $49,795
1,000-2,999 0 - - - - -
Less than 1,000 2 $27,040 - $27,820 - $28,600

Statewide # Reporting Minimum 25% 50% 75% Maximum
Kentucky 20 $11,400 $29,809 $35,652 $40,824 $45,304

Population Range # Reporting Minimum 25% 50% 75% Maximum
100,000 or more 0 - - - - -
20,000-99,999 3 $25,820 - $28,617 - $41,805
8,000-19,999 0 - - - - -
3,000-7,999 3 $31,512 - $39,396 - $42,245
1,000-2,999 10 $29,026 $30,571 $36,897 $40,029 $45,304
Less than 1,000 4 $11,400 $28,130 $34,897 $37,986 $43,680

Salary Paid

WATER DISTRIBUTION SYSTEM
OPERATOR II

Conducts maintenance of water distribution system apparatus;
has Class II state certification

Salary Paid

Utilities

WATER DISTRIBUTION SYSTEM
OPERATOR I

Conducts maintenance of water distribution system apparatus;
has Class I state certification

Utilities

Salary Paid

Salary Paid
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Statewide # Reporting Minimum 25% 50% 75% Maximum
Kentucky 9 $24,960 $32,562 $37,000 $44,085 $47,216

Population Range # Reporting Minimum 25% 50% 75% Maximum
100,000 or more 0 - - - - -
20,000-99,999 3 $36,228 - $39,875 - $45,924
8,000-19,999 1 - - $32,562 - -
3,000-7,999 2 $37,000 - $40,543 - $44,085
1,000-2,999 1 - - $27,830 - -
Less than 1,000 2 $24,960 - $36,088 - $47,216

Statewide # Reporting Minimum 25% 50% 75% Maximum
Kentucky 3 $24,960 - $35,000 - $37,211

Population Range # Reporting Minimum 25% 50% 75% Maximum
100,000 or more 0 - - - - -
20,000-99,999 0 - - - - -
8,000-19,999 1 - - $35,000 - -
3,000-7,999 1 - - $24,960 - -
1,000-2,999 0 - - - - -
Less than 1,000 1 - - $37,211 - -

Utilities

Utilities

Conducts maintenance of water distribution system apparatus;
has Class III state certification

WATER DISTRIBUTION SYSTEM
OPERATOR IV

Conducts maintenance of water distribution system apparatus;
has Class IV state certification

Salary Paid

Salary Paid

Salary Paid

Salary Paid

WATER DISTRIBUTION SYSTEM
OPERATOR III
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Statewide # Reporting Minimum 25% 50% 75% Maximum
Kentucky 9 $16,868 $38,000 $39,000 $41,731 $50,044

Population Range # Reporting Minimum 25% 50% 75% Maximum
100,000 or more 0 - - - - -
20,000-99,999 3 $39,000 - $41,731 - $50,044
8,000-19,999 2 $40,872 - $43,951 - $47,029
3,000-7,999 2 $28,142 - $33,071 - $38,000
1,000-2,999 1 - - $38,397 - -
Less than 1,000 1 - - $16,868 - -

Statewide # Reporting Minimum 25% 50% 75% Maximum
Kentucky 31 $9,671 $22,939 $28,375 $32,917 $44,098

Population Range # Reporting Minimum 25% 50% 75% Maximum
100,000 or more 1 - - $32,138 - -
20,000-99,999 1 - - $26,780 - -
8,000-19,999 5 $24,502 $28,375 $33,696 $41,246 $44,098
3,000-7,999 8 $18,616 $22,270 $24,447 $38,252 $40,456
1,000-2,999 8 $9,671 $18,174 $29,058 $29,739 $33,891
Less than 1,000 8 $16,640 $22,100 $26,496 $29,547 $34,923

Tends machines and observes operations at wastewater plant;
has Class IV state certification

Utilities

Salary Paid

Salary Paid

WATER/WASTEWATER LABORER

Performs semiskilled and skilled labor in a wide variety of water/wastewater duties

Salary Paid

Salary Paid

WASTEWATER PLANT
OPERATOR IV

Utilities
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Statewide # Reporting Minimum 25% 50% 75% Maximum
Kentucky 2 $34,000 - $49,261 - $64,522

Population Range # Reporting Minimum 25% 50% 75% Maximum
100,000 or more 0 - - - - -
20,000-99,999 0 - - - - -
8,000-19,999 0 - - - - -
3,000-7,999 2 $34,000 - $49,261 - $64,522
1,000-2,999 0 - - - - -
Less than 1,000 0 - - - - -

Statewide # Reporting Minimum 25% 50% 75% Maximum
Kentucky 6 $28,858 $29,770 $32,895 $37,101 $56,160

Population Range # Reporting Minimum 25% 50% 75% Maximum
100,000 or more 1 - - $38,111 - -
20,000-99,999 0 - - - - -
8,000-19,999 2 $34,070 - $45,115 - $56,160
3,000-7,999 1 - - $28,858 - -
1,000-2,999 1 - - $31,720 - -
Less than 1,000 1 - - $29,120 - -

Utilities

UTILITY OPERATOR

Operates and/or maintains utility machinery and equipment

Salary Paid

Salary Paid

Utilities

TELECOMMUNICATIONS
SUPERINTENDENT

Oversees the operations of the city's telecommunications system

Salary Paid

Salary Paid
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Statewide # Reporting Minimum 25% 50% 75% Maximum
Kentucky 15 $12,896 $29,055 $35,360 $41,192 $43,680

Population Range # Reporting Minimum 25% 50% 75% Maximum
100,000 or more 0 - - - - -
20,000-99,999 4 $23,108 $25,757 $33,712 $41,377 $43,156
8,000-19,999 2 $35,360 - $39,520 - $43,680
3,000-7,999 4 $32,469 $35,308 $37,991 $40,196 $41,600
1,000-2,999 3 $24,960 - $31,470 - $34,278
Less than 1,000 2 $12,896 - $27,898 - $42,900

Statewide # Reporting Minimum 25% 50% 75% Maximum
Kentucky 35 $18,928 $26,592 $31,006 $34,029 $53,694

Population Range # Reporting Minimum 25% 50% 75% Maximum
100,000 or more 1 - - $40,003 - -
20,000-99,999 4 $31,911 $32,178 $34,979 $39,519 $45,006
8,000-19,999 5 $27,040 $31,057 $34,237 $38,184 $53,694
3,000-7,999 5 $24,148 $28,350 $29,120 $34,590 $35,000
1,000-2,999 15 $22,360 $24,863 $28,309 $31,527 $33,404
Less than 1,000 5 $18,928 $23,462 $26,000 $28,184 $46,332

Performs a variety of semiskilled maintanence work on utility systems

Salary Paid

Salary Paid

Utilities

UTILITY MAINTENANCE WORKER

Utilities

UTILITY CLERK

Performs routine clerical work; collects and distributes materials and products to appropriate 
destinations; provides support service, data entry and simple bookkeeping

Salary Paid

Salary Paid
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Statewide # Reporting Minimum 25% 50% 75% Maximum
Kentucky 27 $14,976 $22,752 $27,061 $29,016 $40,770

Population Range # Reporting Minimum 25% 50% 75% Maximum
100,000 or more 0 - - - - -
20,000-99,999 4 $27,581 $28,579 $33,183 $38,282 $40,770
8,000-19,999 6 $24,565 $27,144 $27,662 $28,808 $36,275
3,000-7,999 6 $21,985 $24,009 $27,435 $34,788 $38,688
1,000-2,999 8 $14,976 $18,611 $23,131 $26,156 $28,461
Less than 1,000 3 $16,640 - $18,720 - $27,800

Statewide # Reporting Minimum 25% 50% 75% Maximum
Kentucky 11 $18,720 $40,551 $46,236 $50,327 $68,868

Population Range # Reporting Minimum 25% 50% 75% Maximum
100,000 or more 1 - - $42,281 - -
20,000-99,999 2 $46,236 - $49,151 - $52,065
8,000-19,999 3 $48,589 - $66,560 - $68,868
3,000-7,999 2 $33,763 - $40,043 - $46,322
1,000-2,999 3 $18,720 - $40,061 - $41,040
Less than 1,000 0 - - - - -

Utilities

Salary Paid

UTILITY CREW FOREMAN

Provides first-line supervision of a small unit of utility workers on an assigned shift

Salary Paid

Salary Paid

Salary Paid

Utilities

METER READER

Reads and repairs water, electric or other utility meters
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Statewide # Reporting Traditional
Kentucky 154 75% 16%

Population Range # Reporting Traditional
100,000 or more 1 100% 0%
20,000-99,999 14 93% 0%
8,000-19,999 19 79% 0%
3,000-7,999 35 77% 6%
1,000-2,999 39 87% 5%
Less than 1,000 46 57% 43%
NOTE: Only cities with full-time employees are included

Statewide # Reporting HSA HRA FSA
Kentucky 131 17% 30% 19% 53%

Population Range # Reporting HSA HRA FSA
100,000 or more 1 100% 0% 100% 0%
20,000-99,999 14 43% 64% 79% 7%
8,000-19,999 19 21% 37% 37% 26%
3,000-7,999 33 15% 36% 9% 55%
1,000-2,999 38 8% 21% 5% 63%
Less than 1,000 26 12% 12% 4% 85%
NOTE: Only cities providing insurance plans are included

Insurance Provided: Account(s)

No
Accounts

No
Accounts

100%
43%

Insurance Provided: Account(s)

26%

Benefits: Insurance

32%

0%

Types of insurance accounts that are available, if any, to full-time employees: health 
savings (HSA), health reimbursement (HRA) or flexible spending (FSA)

HEALTH INSURANCE:
ACCOUNTS

10%

No
Insurance

Insurance Provided: Type(s)

Benefits: Insurance

High-Deductible
Insurance Provided: Type(s)

HEALTH INSURANCE:
PLAN TYPES

Types of health insurance plan(s) offered, if any, to full-time employees:
traditional plan, high-deductible health plan or both

High-Deductible
17%

No
Insurance
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Statewide # Reporting Employee Employee/Child Employee/Spouse Family
Kentucky 126 $511 $858 $1,037 $1,474

Population Range # Reporting Employee Employee/Child Employee/Spouse Family
100,000 or more 1 $469 $798 $854 $995
20,000-99,999 14 $434 $830 $898 $1,172
8,000-19,999 19 $472 $821 $973 $1,385
3,000-7,999 32 $512 $840 $1,074 $1,570
1,000-2,999 35 $515 $949 $1,150 $1,641
Less than 1,000 25 $625 $1,007 $1,441 $1,934

Statewide # Reporting Employee Employee/Child Employee/Spouse Family
Kentucky 126 100% 85% 87% 86%

Population Range # Reporting Employee Employee/Child Employee/Spouse Family
100,000 or more 1 92% 57% 53% 56%
20,000-99,999 14 96% 80% 82% 84%
8,000-19,999 19 100% 89% 90% 89%
3,000-7,999 32 100% 91% 90% 92%
1,000-2,999 35 100% 75% 75% 75%
Less than 1,000 25 100% 87% 100% 96%

HEALTH INSURANCE:
SHARE PAID

Percentage paid by the city for full-time employees enrolled in the city's health insurance 
program

Median Monthly Premium

Median Monthly Premium

Monthly premiums for full-time city employees enrolled in the city's health insurance program

Median Monthly Premium

Benefits: Insurance

HEALTH INSURANCE:
PREMIUM COST

Median Monthly Premium

Benefits: Insurance
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