
CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

1.  Provide a list of all regulatory cases, in any state, for which the principal rate 

analyst has submitted testimony, verbally or written, and provide a copy of such testimony with 

the name of the regulatory authority, represented utility, case or docket number, and date of 

testimony. 

 Response:  Mr. Petty has not provided testimony in prior regulatory cases.  No 

regulatory authority has challenged any of Mr. Petty’s rate studies and cost of service projects.   

WITNESSES:  Samuel Petty 

  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

2.  The contract between Rate Studies and Pikeville requires a cost of service study 

(COSS) based on Kentucky PSC methodology. How does the COSS prepared by Rate Studies in 

this case conform to that requirement? Provide reference to any KY PSC order recognizing this 

methodology as acceptable. 

 Response:  Debt service coverage methodology has been utilized and approved in 

numerous cases before the Public Service Commission.  See, e.g., Bath County Water Dist., Case 

No. 2012-00537 (Staff Report Feb. 15, 2013).  Likewise, Mr. Petty’s COSS presents a 

reasonable approach for distributing the revenue requirement based on available data.  Mr. Petty 

uses generally acceptable principles for distributing the revenue requirement in the industry.   

WITNESSES:  

  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

3.  Considering Pikeville only has one water treatment plant and operates only one 

transmission/distribution system, why is there different accounting for inside city versus outside 

city operations? 

Explain the in/outside city accounting reference in the COSS and explain why MWD is 

included in in-city customers. 

Explain why Pikeville does not have a wholesale rate. 

 Response:   On information and belief, Pikeville wanted separate inside city and 

outside city rates.  In order to determine appropriate rates, Pikeville tracked expenses and 

revenues separately.  Based on the City’s records that date back to 2003, MWD has always been 

included in the same accounting fund.   Pikeville has wholesale rates for MWD and Southern 

Water and Sewer District.     

WITNESSES: Tonya Taylor; Samuel Petty 

  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

4.  What is the cost to produce 1000 gallons of water at Pikeville's water treatment 

plant, that is, water production only, not distribution or transmission costs. 

 Response:  As shown on Figure 9 located on page 10 of the cost-of-service study, the 

cost for water production is $0.80 per 1,000 gallons.  

WITNESSES:   Samuel Petty 

  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

5.  Provide total FY 2017 average daily water sold to all customers, retail customers 

(inside city separate from outside city) and to each wholesale customer, separately. 

 Response:   

 
Gallons 

Inside City Average Daily Consumption 771,705  

Outside City Avg Daily Consumption 198,830  

Mountain Water Avg Daily Consumption 1,268,926  

Southern Water Avg Daily Consumption 427,348  

 

WITNESSES:  Tonya Taylor 

  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

6.  Does the City have any agreements with any entity to supply water at a rate below 

the published rates? If so, provide the name of the customer and the date of the most recent 

agreement or contract. 

 Response: No.  

WITNESSES:  Tonya Taylor 

  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

7.  Provide the test year (Fiscal Year 2017) water usage for the top 25 customers (as 

volume purchased) and the names of each customer and associated test year revenue. 

 Response:  Please see the chart below. 

 
Customer Name Gallons Purchased Amount Billed 

1 Pike Co Correction Authority 23681100 $46,322.49  

2 Pikeville Medical Center 21060000 $41,342.40  

3 Pikeville Methodist-Hospital 16691000 $33,041.30  

4 PMC- Parking Garage 8707600 $17,469.76  

5 Pikeville College 5043100 $10,791.38  

6 University of Pikeville 3663400 $9,141.20  

7 Pikeville College New Dorm 2902600 $7,416.95  

8 Pikeville Scholar House 2612000 $6,291.20  

9 Housing Authority of Pikeville 2411100 $5,736.88  

10 Signature Healthcare 2365500 $5,822.85  

11 Super WalMart 2109000 $5,329.65  

12 Landmark Properties 1988400 $5,355.83  

13 Gatti's of Pikeville 1902200 $4,942.58  

14 Texas Roadhouse 1827400 $5,048.98  

15 City of Pikeville 1774700 $4,700.33  

16 Uniplex Building 1709700 $4,272.73  

17 BMA of Pike County 1592700 $4,354.53  

18 Pikeville College 1572600 $4,299.57  

19 Pikeville College 1558400 $4,289.36  

20 City of Pikeville- Pool 1534300 $3,460  

21 Pikeville College 1405300 $3,998.28  

22 K-VAT Food Stores 1373000 $4,119.50  

23 Holiday Inn Express 1372700 $4,478.03  

24 Hampton Inn 1354000 $3,901  

25 City of Pikeville- Sewage Plant 1280300 $3,092.94  

    

WITNESSES:  Tonya Taylor 

  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

8.  Provide the total gallons sold through water loading stations or any other specials 

sales (eg., filling of pools, non-routine washdowns, etc.) 

 Response:  Pikeville does not have different rates for “special sales.”  In response to 

Item 18 of Commission Staff’s second request for information, Pikeville identified $190 for 

hydrant revenues.  There was approximately 38,100 gallons for that revenue. 

WITNESSES:  Tonya Taylor 

  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

9.  Confirm the actual master meter readings from which Pikeville charged water 

rates and fees during Fiscal Year 2017. 

 Response:  See attached 

WITNESSES:  Tonya Taylor 

 

  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

 

 

 

UMG Meter Readings 
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CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

10. Please identify the staff from the City of Pikeville and the staff from Utility 

Management Group that collected the data, and allocated the costs into the categories of 

administration, WTP and distribution, and identify who did what work. 

 Response:  The determination of allocation percentages shown in the cost-of-service 

study was the product of a collaborative effort.  Mr. Petty met with and was provided 

information related to the system from numerous individuals, including Grondall Potter, Philp 

Elswick, Tonya Taylor, Brad Slone, Donnie Slone, Robbie Bentley, and Rebecca Hamilton.    

WITNESSES: Samuel Petty; Grondall Potter 

  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

11.  Provide copies of any and all invoices submitted for this matter by all experts, 

counsel or consultants that will be included in the calculation of the surcharge for rate case 

expenses. Update periodically including the final billing summary. 

 Response:  Please see response to Item 34 of the Commission Staff’s Second Request 

for Information. 

WITNESSES:  Philip Elswick 

  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

12.  Please provide a detailed list and total amounts spent on all other miscellaneous 

expenses or costs related to the petition for a wholesale rate increase. 

 Response:  Please see response to Item 34 of the Commission Staff’s Second Request for 

Information. 

WITNESSES:  Philip Elswick 

  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

13.  Please provide a copy of any analysis performed by, or on behalf of, the City of 

Pikeville, upon which the City relied in making its decision to increase retail rates to its inside 

residential and business customers, and to its outside residential and business retail customers. 

 Response:  Please see the attached rate analysis. 

WITNESSES:  Samuel Petty 

  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 
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City of Pikeville, Kentucky 

2017 Water and Wastewater Rate Study 

 

Executive Summary 

Purpose 
The purpose of this report is to present a comprehensive rate study for the City of Pikeville, Kentucky to determine if its water and 

wastewater rates are sufficient to meet the demands of increasing operation and maintenance expenses, implementing a reasonable 

five-year capital improvement plan and meeting the requirements of existing and new debt. RateStudies LLC was hired to make 

recommendations concerning these financial issues.  A cost of service analysis is also included to determine fair rates for its wholesale 

customers. 

Methodology 
The methodology used by RateStudies is based on the American Water Works Association (AWWA) M1 Manual - Principles of Water 

Rates, Fees and Charges, a Manual of Water Supply Practices.  Although rate studies are not an exact science, the financial models 

used in this report can be a valuable tool for making financial decisions and setting water or wastewater rates.  Considerations are 

always made to make the rate design or rate structure simple and understandable to utility officials, managers, staff and customers. 

Included in this report is a historical view of past financial records, a reasonable plan for capital improvements, and recommendations 

for operational financing over the next five years.  The Pikeville staff provided assistance in the collection of historical data, 

development of the Capital Improvement Plan, growth projections, projections of expenses and the final recommendations of this 

report.   

The data presented was taken from the last five years of audits and annual financial reports provided by the city.  The information 

from the past five years is used in making financial projections for the next five years.  Also included is a capital improvement plan 

with anticipated financing and associated depreciation values. 

The City of Pikeville has four separate accounts within the water and wastewater systems; an inside the city limits water account, an 

outside the city limits water account, an inside the city limits wastewater account and an outside the city limits wastewater account.   

To develop a framework for setting new rates, this study utilized three analyses: Cash Flow Analysis, Change in Net Position Analysis 

and the Debt Service Coverage Ratio.  Each one of these gives an indication of financial stability for the Pikeville water and wastewater 

systems. They are presented in Excel spreadsheets and are designed to function as financial models. Graphs and charts are provided 

to give a visual presentation of the key analyses in this report. 
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Significant Events 
The City of Pikeville has begun construction on a $21,161,000 wastewater treatment plant improvement project financed with 
$13,000,000 in loans and $8,161,000 in grants.  This project will have a financial impact on both inside city limit customers and outside 
city limit customers.  This project is expected to be completed in Spring of 2019.  The new principal and interest payments are 
estimated to be $578,000 annually and about $529,000 will be added to the depreciation schedule.  At the direction of the United 
States Department of Agriculture - Rural Development, a 40% “across the board” rate increase was placed on all wastewater 
customers (inside and outside) beginning July 2017 to compensate for the financial impacts from this project.   

Major projects for the water system include $805,000 for Radio Read Meters, and a $660,000 intake project   

Each of the water and wastewater accounts have other capital improvement needs planned over the next five years that will have an 

impact on the financial stability of each account. 

Recommendations 
Based on the information contained in this report the following is recommended: 
 
                     Rate Increases           Minimum Amount of Total Cash 

Inside Water – 10% Increase in FY 2019                 $750,000 
Outside Water – 40% Increase in FY 2019     $200,000 
Inside Wastewater – No Increase     $500,000 
Outside Wastewater – No Increase     $500,000 
 

Wholesale Customers – Create a wholesale customer class that would initially include Mountain Water (Mountain Wt.) and 
Southern Water (Southern Wt.). 
Wholesale Customers will be included with the Inside Water customers and charged a rate determined by a “Cost of Service” 
analysis using audited Fiscal Year (FY) 2017 financials.  All customers in the wholesale customer class would be charged the 
same rate.  A Cost of Service analysis using FY 2017 financials has determined that rate to be $2.05 per 1,000 gallons. 
 
Mountain Wt. – The current rate for Mountain Water is $1.58 per 1,000 gallons.  Based on the Cost of Service analysis, the 
rate should be adjusted to $2.05 per 1,000 gallons for FY 2017.  The Rate Analysis indicates that a 10% increase is needed 
on all inside water customers, therefore the new rate for FY 2019 would be $2.25.  This represents an overall 40% increase 
for Mountain Wt. 
 
Southern Wt. – The current rate for Southern Water is $1.72 per 1,000 gallons.  Based on the Cost of Service analysis, the 
rate should be adjusted to $2.05 per 1,000 gallons for FY 2017.  The Rate Analysis indicates that a 10% increase is needed 
on all inside water customers, therefore the new rate for FY 2019 would be $2.25.  This represents an overall 29% increase. 
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The minimum amount of total cash is primarily needed for emergencies such as major water or wastewater line repairs and 
replacements that are unplanned, pump failures, replacing electrical components etc. that are beyond the scope of budgeted repair 
and maintenance items.  Also, lending agencies require varying amounts of cash to the held in reserve.  An accumulation of cash can 
benefit the City in the long run by providing a means of self-funding capital improvement instead of borrowing from state and federal 
agencies who places regulations on how the money is spent.  Another benefit of having cash reserves is that the interest gained can 
be used as income to supplement revenue and help pay for expenses. 
 
Other Considerations 
Although the proposed rate increases are designed to improve the utility’s finances over the next five years, it is recommended to 
monitor and update this report at least every two years to verify projections presented in this report, react to unforeseen financial 
changes, and make corrections as necessary. 
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Customer Growth and Revenue Projections 
 
Overview 
The City of Pikeville depends on revenue collected from its customers to pay for all the water and wastewater department needs, 

including operation costs, maintenance, debt and capital improvements. Projecting revenue over the next five years is critical for 

determining the sufficiency of current rates and the need for rate increases for the future.  A review and analysis of the previous five 

years records fiscal years (FY) 2012 - 2017 provides a reasonable basis for making projections over the next five years (FY 2018-

2022) concerning customer growth and revenue.  Other considerations include major projects by others that would impact growth and 

revenue, such as a new industry and expansion of the medical center. 

Pikeville has two water accounts; inside city limits customers and outside city limit customers.  The City also has two wastewater 

accounts; inside city limits customers and outside city limit customers.  Each of the water and wastewater accounts has a variety of 

customer classes as follows: 

Inside City Limits Water Customers       Outside City Limits Water Customers 
Residential      County Residential 
Commercial      County Commercial 
Public Authority      County Public Authority 
Multifamily      Sandy Valley Residential 
Multifamily Commercial     Sandy Valley Commercial 
Mountain Water      Sandy Valley Public Authority 
Southern Water      Sandy Valley Multifamily  

 
  Inside City Limits Wastewater Customers  Outside City Limits Wastewater Customers 
   Car Wash      County Residential 
   Residential      County Commercial 
   Commercial      County Public Authority    
   Public Authority      Marions Branch Residential 
   Multifamily      Marions Branch Commercial 
   Multifamily Commercial     Marions Branch Flat Rate 
   Marions Branch Commercial    Mossy Bottom Residential   
   Marions Branch Flat Rate    Mossy Bottom Commercial 
          Mossy Bottom Public Authority 
          Mossy Bottom Multifamily 
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Customer Growth and Revenue Projections – Inside and Outside Water 
Customer growth and revenue for the inside water customers and outside water customers appears to have declined over the past 

five years as shown in Figure 1.  In FY 2013 the total number of inside water customers was 3,418 and the amount of revenue was 

$2,305,219.  In FY 2017 the number of inside customers was 3,317 (a decrease of 3%) and the amount of revenue was $2,256,339 

(a decrease of 2%).  In FY 2013 there were 1,787 outside water customers that provided $739,283 in revenue.  In FY 2017 there were 

1,653 outside water customers (a decrease of 7.5%) and the revenue was $668,106 (a decrease of 9.6%).   

The next five years is projected to have more customers and revenue due to a new industry locating in the Pikeville industrial park 

and a proposed expansion of the Pikeville medical center.  The new industry is anticipated to be completed by FY 2019 and the 

medical center expansion by 2021.  These two projects could encourage new commercial and retail activity as well as having an 

impact on population growth in the Pikeville area.  This report is projecting an inside water customer growth of about 3% and a 7% 

increase in revenue by FY 2022.  The inside customer base is projected to be 3,402 providing an estimated revenue of $2,415,894.  

The areas outside the city limits could also benefit from these two projects.  Outside water customers are expected to increase about 

1% to 1,668 and revenue is expected to be $673,500, an increase of about 1% by FY 2022. 

Customer Growth and Revenue Projections – Inside and Outside Wastewater 
The inside wastewater customer decreased from 3,233 in FY 2013 to 3,129 in FY 2017, a 3% difference.  Revenues, however have 

increased 4% over the same time from $1,013,263 in FY 2013 to $1,057,142 in FY 2017 as shown in Figure 2.  In FY 2013 the total 

number of outside wastewater customers was 1,189 and the amount of revenue was $665,756.  In FY 2017 the number of outside 

wastewater customers was 1,175 (a decrease of 1%) and the amount of revenue was $615,196 (a decrease of 7%).  

The wastewater system is also projected to have more customers and revenue over the next five years due to a new industry locating 

in the Pikeville industrial park and a proposed expansion of the Pikeville medical center.  Also, the Mullins Hill area is expected to 

receive wastewater service in FY 2021 and will provide additional revenue for the outside wastewater system.  This report is projecting 

an inside wastewater customer growth of about 7% and a 19% increase in revenue above the current 40% rate increase.  The FY 

2022 inside wastewater customer base is projected to be 3,340 providing an estimated revenue of $1,684,852.  The areas outside the 

city limits could also benefit from these two projects.  By FY 2022 outside wastewater customers are expected to increase about 9% 

to 1,278 and revenue is expected to be $919,823, an increase of about 10% above the current 40% increase. 

Other considerations 
Water and wastewater usage and associated revenue will vary according to weather.  Customers generally use less water in years 

that has greater than average amounts of rainfall and more water usage in years when the amount of rainfall is less than average.  

This report assumes that rainfall will remain at average levels over the next five years.  

Many water customers are becoming more conscious of water conservation and are installing water conservation devices to help 

reduce water usage.  Any reduction in water usage will result in a reduction of water and wastewater revenue. 
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Figure 1

$0

$500,000

$1,000,000

$1,500,000

$2,000,000

$2,500,000

$3,000,000

2,000

2,500

3,000

3,500

4,000

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

A
n

n
u

al
 R

ev
en

u
e

N
u

m
b

er
 o

f 
C

u
st

o
m

er
s

Inside Water Customers vs Revenue

Inside Customers Inside Water Revenue

$500,000

$600,000

$700,000

$800,000

$900,000

$1,000,000

1,000

1,200

1,400

1,600

1,800

2,000

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

A
n

n
u

al
 R

ev
en

u
e

N
u

m
b

er
 o

f 
C

u
st

o
m

er
s

Outside Water Customers vs Revenue

Outside Water Customers Outside Water Revenue

Page 6



Figure 2
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Capital Improvement Plan 
 
Overview 
A Capital Improvement Plan (CIP) is typically an unaudited planning document used to identify needed capital improvements and 

other assets, along with methods of financing the CIP.  The City’s auditors define a capital asset as any individual item with a useful 

life of more than one year. The costs of normal maintenance and repairs that do not add to the asset value or materially extend useful 

lives are not capitalized but are considered as expenses. Also included in the CIP is the estimated life of the capital improvement and 

its resulting annual depreciation.  The CIP includes the name of each project, its estimated cost, proposed financing, useful life in 

years and annual depreciation.  The depreciation is calculated on the “straight line” method, meaning that the cost of each project or 

capital expense is divided by its useful life in years.  A detailed CIP is essential in determining the amount of cash flow from one year 

to the next.   

Inside Water - CIP 
Figure 3 is Pikeville’s Inside Water CIP and includes the purchase and installation of radio read water meters, a raw water intake 

project, water treatment plant improvements and water line replacements.  Over the next five years, approximately $2,694,350 of 

water system infrastructure is anticipated to be installed, resulting in about $154,000 in new depreciation added to the depreciation 

schedule. 

Financing of the radio read meters will be through a general obligation bond on the open market, and financing of the intake will be 

primarily with a grant.  All other projects will be funded with available cash in the inside water system account. 

Outside Water - CIP 
Figure 4 is Pikeville’s Outside Water CIP and includes the purchase and installation of radio read water meters, water line replacement, 

booster station improvements, service line replacements and new valve inserts.  Over the next five years, approximately $1,194,650 

of water system infrastructure is anticipated to be installed, resulting in about $42,660 in new depreciation added to the depreciation 

schedule. 

Financing of the radio read meters will be the same as financing for the inside water system radio read meters and financing of the 

water line replacement in FY 2020 will be through a loan and a grant.  All other projects will be funded with available cash in the 

outside water system account. 

Inside Wastewater – CIP 
Figure 5 is Pikeville’s Inside Wastewater CIP which includes the largest of the water and wastewater projects over the next five years, 

a $21,161,883 wastewater treatment plant improvement project. Also included is lift station improvements, slip lining projects and an 

odor control system.  Over the next five years, approximately $22,074,383 of wastewater system infrastructure is anticipated to be 

installed, resulting in about $572,597 in new depreciation added to the depreciation schedule. 
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Financing of the wastewater treatment plant improvement project will be through $10,500,000 in loans from United States Department 

of Agriculture (USDA), a $2,500,000 general obligation bond on the open market, a $4,500,000 USDA grant, a $500,000 Appalachian 

Regional Commission grant, a $2,361,000 grant Economic Development Agency grant and a $800,883 Housing and Urban 

Development – Community Development Block Grant.  The odor control project is anticipated to be paid with $200,000 from coal 

severance money. All other projects will be funded with available cash in the outside water system account. 

Outside Wastewater – CIP 
Figure 6 is Pikeville’s Outside Wastewater CIP which includes a telemetry system, flow hoods, line replacements, lift station repairs 

and a new collection system in the Mullins Hill area.  Over the next five years, approximately $1,669,722 of wastewater system 

infrastructure is anticipated to be installed, resulting in about $45,418 in new depreciation added to the depreciation schedule. 

Funding for the Mullins Hill project will be by the City of Coal Run Village.   When completed this system will be dedicated to the City 

of Pikeville.  Although the City will not have to pay for any of the Mullins Hill wastewater project, it will take ownership to operate and 

maintain.  The value of the new system will be added to the depreciation schedule.  All other projects will be funded with available 

cash in the outside water system account. 

Other considerations 
The CIP can serve as a planning document and should be review and updated annually.  The document should cover at least five 
years and include major purchases such as equipment, controls, and water meters as well as line extensions, pump replacements 
and rehabilitation projects.  The CIP can also be helpful in developing budgets, especially if the budget contains depreciation as an 
expense. 
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Projects Cost Cash Loan Grant
Life 

Years

Annual 

Depreciation

Radio Read Meters $539,350 $539,350 15 $35,957

Water Line Replacement $245,000 $245,000 40 $6,125

Plant Improvement $150,000 $150,000 10 $15,000

Intake $660,000 $120,000 $540,000 40 $16,500

TOTAL $1,594,350 $515,000 $539,350 $540,000 $73,582

Projects Cost Cash Loan Grant
Life 

Years

Annual 

Depreciation

Water Lines $150,000 $150,000 40 $3,750

Water Plant $200,000 $200,000 10 $20,000

TOTAL $350,000 $350,000 $0 $0 $23,750

Projects Cost Cash Loan Grant
Life 

Years

Annual 

Depreciation

Water Lines $100,000 $100,000 40 $2,500

Water Plant $200,000 $200,000 10 $20,000

TOTAL $300,000 $300,000 $0 $0 $22,500

Projects Cost Cash Loan Grant
Life 

Years

Annual 

Depreciation

Water Lines $100,000 $100,000 40 $2,500

Water Plant $200,000 $200,000 10 $20,000

TOTAL $300,000 $300,000 $0 $0 $22,500

Projects Cost Cash Loan Grant
Life 

Years

Annual 

Depreciation

Water Lines $50,000 $50,000 40 $1,250

Water Plant $100,000 $100,000 10 $10,000

TOTAL $150,000 $150,000 $0 $0 $11,250

Figure 3

Fiscal Year 2022  (July 1, 2021 - June 30, 2022)

Inside Water - Five Year Capital Improvement Plan
Fiscal Year 2018  (July 1, 2017 - June 30, 2018)

Fiscal Year 2019  (July 1, 2018 - June 30, 2019)

Fiscal Year 2020  (July 1, 2019 - June 30, 2020)

Fiscal Year 2021  (July 1, 2020 - June 30, 2021)
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Projects Cost Cash Loan Grant
Life 

Years

Annual 

Depreciation

Radio Read Meters $265,650 $265,650 15 $17,710

TOTAL $265,650 $0 $265,650 $0 $17,710

Projects Cost Cash Loan Grant
Life 

Years

Annual 

Depreciation

Service Lines $15,000 $15,000 40 $375

Valve Inserts $12,000 $12,000 40 $300

Booster Pump Station $25,000 $25,000 25 $1,000

TOTAL $52,000 $52,000 $0 $0 $1,675

Projects Cost Cash Loan Grant
Life 

Years

Annual 

Depreciation

Sandy Valley Line Replacement $750,000 $0 $375,000 $375,000 40 $18,750

Service Lines $12,000 $12,000 40 $300

Valve Inserts $12,000 $12,000 40 $300

Booster Pump Station $25,000 $25,000 25 $1,000

TOTAL $799,000 $49,000 $375,000 $375,000 $20,350

Projects Cost Cash Loan Grant
Life 

Years

Annual 

Depreciation

Service Lines $9,000 $9,000 20 $450

Booster Pump Station $25,000 $25,000 25 $1,000

Valve Inserts $12,000 $12,000 40 $300

TOTAL $46,000 $46,000 $0 $0 $1,750

Projects Cost Cash Loan Grant
Life 

Years

Annual 

Depreciation

Service Lines $7,000 $7,000 40 $175

Booster Pump Station $25,000 $25,000 25 $1,000

TOTAL $32,000 $32,000 $0 $0 $1,175

Figure 4

Fiscal Year 2022  (July 1, 2021 - June 30, 2022)

Outside Water - Five Year Capital Improvement Plan
Fiscal Year 2018  (July 1, 2017 - June 30, 2018)

Fiscal Year 2019  (July 1, 2018 - June 30, 2019)

Fiscal Year 2020  (July 1, 2019 - June 30, 2020)

Fiscal Year 2021  (July 1, 2020 - June 30, 2021)
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Projects Cost Cash Loan Grant
Life 

Years

Annual 

Depreciation

WWTP $10,580,942 $10,580,942

Lift Stations $95,000 $95,000 25 $3,800

Slip Lines $125,000 $125,000 40 $3,125

TOTAL $10,800,942 $220,000 $10,580,942 $0 $6,925

Projects Cost Cash Loan Grant
Life 

Years

Annual 

Depreciation

WWTP $10,580,941 $2,419,058 $8,161,883

Lift Stations $115,000 $115,000 25 $4,600

Slip Lines $75,000 $75,000 40 $1,875

TOTAL $10,770,941 $190,000 $2,419,058 $8,161,883 $6,475

Projects Cost Cash Loan Grant
Life 

Years

Annual 

Depreciation

WWTP $21,161,883 40 $529,047

Lift Stations $57,500 $57,500 25 $2,300

Slip Lines $50,000 $50,000 40 $1,250

TOTAL $107,500 $107,500 $0 $0 $532,597

Projects Cost Cash Loan Grant
Life 

Years

Annual 

Depreciation

Lift Stations $57,500 $57,500 25 $2,300

Slip Lines $50,000 $50,000 40 $1,250

TOTAL $107,500 $107,500 $0 $0 $3,550

Projects Cost Cash Loan Grant
Life 

Years

Annual 

Depreciation

Lift Stations $57,500 $57,500 25 $2,300

Slip Lines $30,000 $30,000 40 $750

Odor Control $200,000 $200,000 10 $20,000

TOTAL $287,500 $87,500 $0 $200,000 $23,050

Figure 5

Fiscal Year 2022  (July 1, 2021 - June 30, 2022)

Inside Wastewater - Five Year Capital Improvement Plan
Fiscal Year 2018  (July 1, 2017 - June 30, 2018)

Fiscal Year 2019  (July 1, 2018 - June 30, 2019)

Fiscal Year 2020  (July 1, 2019 - June 30, 2020)

Fiscal Year 2021  (July 1, 2020 - June 30, 2021)
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Projects Cost Cash Loan Grant Other
Life 

Years

Annual 

Depreciation

Telemetry $15,000 $15,000 5 $3,000

Safety Equipment $3,000 $3,000 5 $600

TOTAL $18,000 $18,000 $0 $0 $3,600

Projects Cost Cash Loan Grant Other
Life 

Years

Annual 

Depreciation

Line Replacements $200,000 $200,000 40 $5,000

Lift Stations $25,000 $25,000 40 $625

TOTAL $225,000 $225,000 $0 $0 $5,625

Projects Cost Cash Loan Grant Other
Life 

Years

Annual 

Depreciation

Line Replacements $50,000 $50,000 40 $1,250

Lift Stations $20,000 $20,000 40 $500

TOTAL $70,000 $70,000 $0 $0 $1,750

Projects Cost Cash Loan Grant Other
Life 

Years

Annual 

Depreciation

Line Replacements $100,000 $100,000 40 $2,500

Lift Stations $15,000 $15,000 40 $375

Safety Equipment $3,000 $3,000 5 $600

Mullins Hill $1,173,722 $1,173,722 40 $29,343

TOTAL $1,291,722 $118,000 $0 $0 $1,173,722 $32,818

Projects Cost Cash Loan Grant Other
Life 

Years

Annual 

Depreciation

Line Replacements $50,000 $50,000 40 $1,250

Lift Stations $15,000 $15,000 40 $375

TOTAL $65,000 $65,000 $0 $0 $1,625

Figure 6

Fiscal Year 2022  (July 1, 2021 - June 30, 2022)

Outside Wastewater - Five Year Capital Improvement Plan
Fiscal Year 2018  (July 1, 2017 - June 30, 2018)

Fiscal Year 2019  (July 1, 2018 - June 30, 2019)

Fiscal Year 2020  (July 1, 2019 - June 30, 2020)

Fiscal Year 2021  (July 1, 2020 - June 30, 2021)
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Depreciation 

Overview 
Depreciation is defined as a reduction in the value of an asset with the passage of time, due to wear and tear.  Although depreciation 
is listed as an expense, it is not paid out to anyone but instead remains within the enterprise fund. Funding depreciation is a process 
compelling the City to accumulate cash.  Over time the accumulated depreciation equals the value of money originally spent on each 
capital asset.  This process allows the City to have sufficient funds for paying principal payments, financing new capital improvements 
or replacing depreciated assets. Figure 7 is a simplified schedule of depreciation for the inside and outside water systems showing 
the past five years and projections for the next five.  Figure 8 is the same representation of the inside and outside wastewater system.  
Without any additions to depreciation, the current depreciation schedules would be reduced because of assets being fully depreciated 
and their annual amount of depreciation going to zero, but because new assets are being added each year, the amount of new 
depreciation could be greater than the amount that is being totally depreciated.  The total amount of depreciation generally changes 
from year to year. 

Requirement 
According to the Governmental Accounting Standards Board (GASB), depreciation is to be included in the Statement of Revenues, 
Expenses and Change in Net Position section of the audit as an operating expense. The City’s Ordinance Number O-2017-19 
regarding funding of the wastewater treatment plant project states “--- the rates for all services and facilities rendered by the System 
to the City and to its citizens, corporations, or others requiring the same, shall be reasonable and just, taking in to account and 
consideration the cost and value of the System, the cost of maintaining operating the same, the proper and necessary allowances for 
depreciation thereof ---".   

Calculating the costs 
Although there are several methods of determining depreciation, the “straight line” method is used by the City of Pikeville.  The 

calculation is simply dividing the cost of an asset by its useful life.  The useful life of assets, such as water and wastewater l ines, 

pumps, vehicles, and building projects, is predetermined and listed in the City’s annual audit.  For example, the maximum life of any 

infrastructure is 40 years, but items such as meters and pump have a much lower useful life. 

The depreciation schedule is a listing of all assets, their original cost, the year it went into service and its useful life.  From that, an 

annual depreciation amount is determined, the accumulated depreciated amount is calculated, and a book value is determined.  When 

the accumulated depreciated amount equals the original cost, the book value goes to zero and the annual amount of depreciation 

goes to zero.  Unless new assets are added, the total annual depreciation will either stay the same or it will eventually go away. 

Other considerations 
It is important to note that all assets are to be depreciated regardless of the method of financing, even if an asset is acquired with 
grants or purchased by others and dedicated to the City.  An asset begins to depreciate when it is placed into service, not when it is 
bought or under construction.   
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2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Scheduled Depreciation 423,973 406,394 379,791 378,658 414,224 413,752 398,936 359,674 333,280 318,936

2017 New Depreciation 36,791 73,582 73,582 73,582 73,582

2018 New Depreciation 11,875 23,750 23,750 23,750

2019 New Depreciation 11,250 22,500 22,500

2020 New Depreciation 11,250 22,500

2021 New Depreciation 5,625

Total Depreciation 423,973 406,394 379,791 378,658 414,224 450,542 484,393 468,256 464,362 466,892

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Scheduled Depreciation 66,730 76,494 74,957 65,705 67,095 61,908 53,369 53,369 53,369 53,369

2018 New Depreciation 8,855 17,710 17,710 17,710 17,710

2019 New Depreciation 838 1,675 1,675 1,675

2020 New Depreciation 10,175 20,350 20,350

2021 New Depreciation 875 1,750

2022 New Depreciation 588

Total Depreciation 66,730 76,494 74,957 65,705 67,095 70,763 71,917 82,929 93,979 95,442

Inside Water Depreciation

Outside Water Depreciation

Figure 7
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2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Scheduled Depreciation 373,807 391,377 370,285 347,679 395,267 400,301 397,882 391,180 373,360 359,996

2018 New Depreciation 3,463 6,925 6,925 6,925 6,925

2019 New Depreciation 3,238 6,475 6,475 6,475

2020 New Depreciation 266,299 532,597 532,597

2021 New Depreciation 1,775 3,550

2022 New Depreciation 11,525

Total Depreciation 373,807 391,377 370,285 347,679 395,267 403,763 408,044 670,878 921,132 921,068

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Scheduled Depreciation 217,250 221,764 222,104 215,197 210,618 205,610 202,961 202,063 197,846 195,875

2018 New Depreciation 1,800 3,600 3,600 3,600 3,600

2019 New Depreciation 2,813 5,625 5,625 5,625

2020 New Depreciation 875 1,750 1,750

2021 New Depreciation 16,409 32,818

2022 New Depreciation 813

Total Depreciation 217,250 221,764 222,104 215,197 210,618 207,410 209,374 212,163 225,230 240,480

Inside Wastewater Depreciation

Outside Wastewater Depreciation

Figure 8
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Debt Service 

Overview 
The City of Pikeville currently pays principal and interest on two general obligation bonds, three USDA loans and one Kentucky 

Infrastructure Authority loan for projects associated with the water and wastewater systems.  Other loans will be needed as listed in 

the Capital Improvement Plan.   

Methodology  
For purposes of this report the existing and proposed loans and bonds have been separated for each of water and wastewater 

accounts. This is important in understanding revenue requirements and rate adjustments for the separated systems.  Debt service 

impacts both the cash flow and the change in net position. Both principal and interest is included in the cash flow analysis but only the 

interest amount is included in the change in net position analysis.  For proposed loans, estimates are made concerning interest rates 

and time period. 

Inside Water Debt Service 
The inside water debt service schedule is shown in Figure 9.  Currently the inside water system is paying principal and interest on a 

$1,405,000 general obligation bond and 80% of a $3,166,000 USDA loan.  A new loan of $805,000 will be needed to finance the radio 

read meter project and the inside water system will pay 74% of the principal and interest. 

Outside Water Debt Service 
The outside water debt service schedule is shown in Figure 10.  The outside water system is paying 50% of a $1,837,000 USDA loan 

and about 35% of a $1,170,000 general obligation bond.  A new KIA loan of $375,000 is anticipated to finance 50% of $750,000 for a 

Sandy Valley water line replacement project.  The outside water system will also pay 26% of a $805,000 loan for the radio read meters. 

Inside Wastewater Debt Service 
The inside wastewater debt service schedule is shown in Figure 11.  Until FY 2016 the inside wastewater system was paying on only 

one debt service, 20% of a $3,166,000 USDA loan.  There will be three new loans needing to finance the wastewater treatment plant 

improvement project, a $5,000,000 USDA loan, a $5,500,000 USDA loan and a $2,500,000 general obligation bond. 

Outside Wastewater System Debt Service 
The outside wastewater debt schedule is shown in Figure 12.  The outside wastewater system is currently paying principal and interest 

on a $1,116,574 KIA loan, a $1,500,000 USDA loan, 50% of a $1,837,000 USDA loan and about 65% of a $1,170,000 general 

obligation bond.  There are no other bonds required to finance projects listed in the outside wastewater system CIP. 

Other considerations 
The principal and interest debt schedules can be a resource when developing an annual budget. 
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Principal Interest Total Principal Interest Total Principal Interest Total Principal Interest Total

2013 135,000 26,600 161,600 2013 2013 2013 135,000 26,600 161,600  

2014 125,000 23,138 148,138 2014 2014 2014 125,000 23,138 148,138  

2015 125,000 21,888 146,888 2015 2015 2015 125,000 21,888 146,888  

2016 130,000 19,963 149,963 2016 11,085 11,085 2016 2016 130,000 31,048 161,048  

2017 130,000 18,363 148,363 2017 56,988 56,988 2017 2017 130,000 75,351 205,351  

2018 135,000 14,713 149,713 2018 38,800 56,551 95,351 2018 7,444 7,444 2018 173,800 78,708 252,508  

2019 140,000 11,963 151,963 2019 39,600 55,670 95,270 2019 51,800 15,725 67,525 2019 231,400 83,357 314,757  

2020 140,000 9,163 149,163 2020 40,800 54,765 95,565 2020 55,500 14,652 70,152 2020 236,300 78,580 314,880  

2021 145,000 6,131 151,131 2021 42,000 53,834 95,834 2021 55,500 13,542 69,042 2021 242,500 73,507 316,007  

2022 145,000 3,169 148,169 2022 43,200 52,875 96,075 2022 55,500 12,155 67,655 2022 243,700 68,198 311,898  

Inside Water Debt Service

Figure 9

Refinancing 2012C Marion's Branch 80% Wt. Total Radio Read Meters

 $-

 $100,000

 $200,000

 $300,000

 $400,000

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Inside Water Debt Service

Principal Interest Total

Page 18



Principal Interest Total Principal Interest Total Principal Interest Total

2012 2012 22,963 22,963 2012

2013 15,750 13,420 29,170 2013 14,750 22,778 37,528 2013

2014 10,500 12,233 22,733 2014 15,250 22,403 37,653 2014

2015 10,500 12,138 22,638 2015 15,500 22,019 37,519 2015

2016 10,500 12,002 22,502 2016 16,000 21,625 37,625 2016

2017 10,500 11,830 22,330 2017 16,250 21,222 37,472 2017

2018 10,500 11,645 22,145 2018 16,750 20,809 37,559 2018

2019 10,500 11,562 22,062 2019 17,250 20,384 37,634 2019

2020 10,500 11,357 21,857 2020 17,500 19,950 37,450 2020 14,680 9,375 24,055

2021 12,250 11,011 23,261 2021 18,000 19,506 37,506 2021 15,047 9,008 24,055

2022 12,250 10,742 22,992 2022 18,500 19,050 37,550 2022 15,423 8,632 24,055

Principal Interest Total Principal Interest Total

2012 2012 0 22,963 22,963

2013 2013 30,500 36,198 66,698

2014 2014 25,750 34,636 60,386

2015 2015 26,000 34,157 60,157

2016 2016 26,500 33,627 60,127

2017 2017 26,750 33,052 59,802

2018 2,414 2,414 2018 27,250 34,868 62,118

2019 16,800 5,100 21,900 2019 44,550 37,046 81,596

2020 18,000 4,752 22,752 2020 60,680 45,434 106,114

2021 18,000 4,392 22,392 2021 63,297 43,917 107,214

2022 18,000 3,942 21,942 2022 64,173 42,365 106,539

Outside Water Debt Service

Figure 10

Radio Read Meters

Refinancing SV & MB 2012B Combined Wt. & Sw. North
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Principal Interest Total Principal Interest Total Principal Interest Total

2016 2,771 2,771      2016 2016

2017 14,247 14,247 2017 2017

2018 9,700 14,138 23,838 2018 125,000 125,000 2018 137,500 137,500

2019 9,900 13,917 23,817 2019 125,000 125,000 2019 137,500 137,500

2020 10,200 13,691 23,891 2020 74,181 125,000 199,181 2020 81,599 137,500 219,099

2021 10,500 13,458 23,958 2021 76,036 123,145 199,181 2021 83,639 135,460 219,099

2022 10,800 13,219 24,019 2022 77,937 121,245 199,181 2022 85,730 133,369 219,099

Principal Interest Total Principal Interest Total

2016 2016 0 2,771 2,771

2017 2017 0 14,247 14,247

2018 97,868 62,500 160,368 2018 107,568 339,138 446,706

2019 100,315 60,053 160,368 2019 110,215 336,471 446,685

2020 102,822 57,545 160,368 2020 268,803 333,737 602,540

2021 105,393 54,975 160,368 2021 275,568 327,039 602,607

2022 108,028 52,340 160,368 2022 282,495 320,172 602,667

Figure 11

Inside Wastewater Debt Service

Marion's Branch 20% Sw $5,000,000 Series $5,500,000 Series
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Principal Interest Total Principal Interest Total Principal Interest Total

2012 2012 57,231 10,695 67,926 2012 22,963 22,963

2013 29,250       24,923       54,173       2013 58,132 9,685 67,817 2013 14,750 22,778 37,528

2014 19,500       22,718       42,218       2014 59,049 8,653 67,702 2014 15,250 22,403 37,653

2015 19,500       22,542       42,042       2015 59,982 7,603 67,585 2015 15,500 22,019 37,519

2016 19,500       22,289 41,789       2016 60,933 6,534 67,466 2016 16,000 21,625 37,625

2017 19,500       23,270 42,770       2017 61,900 5,445 67,345 2017 16,250 21,222 37,472

2018 19,500       21,639 41,139       2018 62,885 4,337 67,222 2018 16,750 20,809 37,559

2019 19,500       21,294 40,794       2019 63,888 3,209 67,097 2019 17,250 20,384 37,634

2020 19,500       20,914 40,414       2020 64,910 2,060 66,969 2020 17,500 19,950 37,450

2021 22,750 20,449 43,199       2021 65,949 890 66,839 2021 18,000 19,506 37,506

2022 22,750 19,949 42,699       2022 2022 18,500 19,050 37,550

Principal Interest Total Principal Interest Total

2012 33,750 33,750 2012 57,231 67,408 124,639

2013 24,000       33,750       57,750       2013 126,132 91,136 217,268

2014 24,500       33,210       57,710       2014 118,299 86,984 205,283

2015 25,500       32,659       58,159       2015 120,482 84,822 205,305

2016 26,000       32,085 58,085       2016 122,433 82,532 204,965

2017 26,500       31,500 58,000       2017 124,150 81,437 205,587

2018 27,500       30,904 58,404       2018 126,635 77,688 204,324

2019 28,000       30,285 58,285       2019 128,638 75,172 203,810

2020 28,500       29,655 58,155       2020 130,410 72,579 202,988

2021 29,500 29,014 58,514       2021 136,199 69,859 206,058     

2022 30,000 28,350 58,350       2022 71,250 67,349 138,599     

Outside Wastewater Debt Service

Figure 12

KIA Loan Mossy Bottom Combined Wt & Sw North
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General Expenses 

Overview 
The City of Pikeville maintains a comprehensive budget with over 30 expense items for the inside water, outside water, inside 
wastewater and outside wastewater accounts.  Included are items such as insurance, office supplies, repair and maintenance, salaries 
and benefits, UMG services, electric cost and other miscellaneous expenses.  Each individual expense is not included in this report, 
but a summary of the results is shown in Figure 13.   

Methodology  
Spreadsheets were developed containing each expense item for the past five years (2013 – 2017) for each of the four utility accounts.  
Work sessions were conducted with city staff knowledgeable of the water and wastewater systems to make income and expense 
projections for the next five years (2018-2022).  Making projections for expenses requires a knowledge base of what has happened 
in the past, current events and a reasonable expectation of what will happen over the next five years.  Some expenses are more 
predictable than others such as UMG services and salaries and benefits, but items like repair and maintenance will vary because of 
the unpredictability of what is going to break next, or when is the next large electric rate will happen or what is the price of gasoline 
going to do.  All questionable projections, however are generally made on the conservative side. 

Inside Water General Expenses 
There is a significant increase (13%) in expenses projected for FY 2018, primarily due to expected increases in repairs / maintenance, 
gasoline and electricity. Increases of 4% - 5% are projected for FY 2019-2022. 

Outside Water General Expenses 
The outside water expenses show an 18% increase in FY 2017 due to repairs being made caused by the 2015 storm.  These storm 
repair expenses will not occur in FY 2018 so there is a decrease.  In FY 2019 the increase is up 8% primarily due to projected repair 
and maintenance.  For FY 2020-2022 the increases are expected to be 4% - 5%. 

Inside Wastewater General Expenses 
The inside wastewater had a large increase in expenses in FY 2017 due to increased repairs and maintenance FY 2018 will have 
about a 6% increase then drop down to -12% increase in FY 2019 due to construction of the wastewater treatment plant improvements.  
Expense increases for FY 2020-2022 will vary from 2% to 6%. 

Outside Wastewater General Expenses 
The outside wastewater expenses are projected to increase by 28% in FY 2018 due to expected higher electric costs and repairs / 
maintenance and then dropping in FY 2019.  In FY 2020 expenses increases again due to the outside wastewater customers paying 
their share of the cost of the wastewater treatment plant improvements. 

Other considerations 
For a city like Pikeville general expenses can vary from year to year.  A large repair & maintenance item or needing to buy large 

quantities of materials & supplies can make a big difference in general expenses which could impact cash flow and the change in 

net position.   
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2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Total 1,845,832 1,965,854 1,996,982 1,896,950 2,009,651 2,278,293 2,381,857 2,471,388 2,601,954 2,701,155

7% 2% -5% 6% 13% 5% 4% 5% 4%

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Total 694,044 754,973 786,303 761,043 900,795 688,638 741,676 771,776 811,540 854,233

9% 4% -3% 18% -24% 8% 4% 5% 5%

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Total 929,608 767,757 882,757 872,085 1,080,004 1,141,462 1,004,713 1,041,151 1,062,704 1,130,612

Percent Change -17% 15% -1% 24% 6% -12% 4% 2% 6%

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Total 285,814 344,632 376,827 374,374 406,075 518,190 471,719 643,876 665,009 696,794

21% 9% -1% 8% 28% -9% 36% 3% 5%

Figure 13

Percent Change

Expense Summary

Inside Water Expense - Projections

Outside Water Expense - Projections

Inside Wastewater Expense - Projections

Outside Wastewater Expense - Projections

Percent Change

Percent Change
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Cost of Service Analysis 

Overview 
A Cost of Service analysis is a method used to fairly distribute cost to classes of customers based on the services provided to each 

class.  The City of Pikeville does not distinguish between classes of customers such as residential, commercial, or industrial.  However, 

the City provides water service to two other water systems, Mountain Wt. and Southern Wt.  Each of these water systems are charged 

different rates although they are provided the same level of service.  The purpose of the Cost of Service analysis is to determine a fair 

water rate for both water systems.  It is recommended that the City create a “Wholesale” class of customers and include both Mountain 

Wt. and Southern Wt. in the wholesale classification.   

Pikeville has separate financial accounting for inside city water and outside city water.  Mountain Wt. and Southern Wt. income and 

expenses are currently included with the inside water accounting and it is recommended that the wholesale financial accounting 

remain with the inside water accounting. 

Methodology 
The American Water Works Association published book titled “Manual of Water Supply Practices – M54 – Developing Rates for Small 

Systems” that describes the rate-making process as follows: (1) determination of revenue requirements; (2) identify customer classes; 

(3) allocation of costs to the functional components of the cost of service; (4) distribution of the functional cost of service to customer 

classes; and (5) development and design of a schedule of rates and charges to recover the revenue requirements.  The Cost of 

Service analysis prepared for the Pikeville wholesale customers follows this pattern. 

Revenue Requirement  
The revenue requirement is the total amount of cash needed for the inside water system to operate for a specific year.  The year 

selected for this report is FY 2017 because of the audited information available.  The “Cash-Basis” method as described by AWWA is 

used to determine the revenue requirement. Categories of cost and values of cost for FY 2017 are listed in Figure 14.  Major cost 

components include Administration, Water Treatment Plant, Distribution System and Debt.    

There are two components of the City’s water rate structure, a fixed cost and a variable cost. Fixed costs are those costs unrelated to 

the treatment and distribution of water and variable costs are associated directly or indirectly with the treatment and distribution of 

water.  The fixed cost is generally used to determine a base amount or used in the calculation of a minimum bill and the variable cost 

is used to determine unit rate, or cost per 1,000 gallons.  It is this variable rate for the wholesale customers that’s to be determined by 

the cost of service analysis. 

Included in the cost components is an item called “Other Income” and is a combination of fees and penalties collected by the City that 

primarily impacts the fixed cost and not variable costs.  The “Capital Funds” is the excess cash (income less expenses) realized in the 

FY 2017 for the inside water system and can be used for capital or reserve purposes. 

The result of this part of the cost of service analysis shows that $2,150,302 in costs are to be recovered through the variable rate. 
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Customer Classes 
Currently there are two customers recommended to be included in the wholesale class, Mountain Wt. and Southern Wt.  The water 

usage for each of the customers is shown in Figure 14.  For FY 2017 Mountain Wt. bought 50% of the total water sold to inside city 

customers and Southern Wt. bought 17% of the total water sold to inside city customers.  Combined they bought 67% of the water 

sold to inside city customers but provided only 44% of the total revenue from inside city customers. 

Cost Allocation 
The allocation of cost is shown in Figure 15.  The cost of the distribution system is allocated to seven services. Allocation of these 

costs are determined by applying percentages as determined by general knowledge of the City’s staff and UMG of how the services 

are being provided to the inside water customers, including Mountain Wt. and Southern Wt.  The percentages are then multiplied by 

the total cost of the distribution cost to determine the amount allocated to each service item.   

Cost Distribution 
The Cost Distribution is shown in Figure 16.  The cost of each water service along with the cost of debt and capital funds is presented 

along with an estimated percentage of distribution to the two wholesale customers.  The percentage of distribution is determined by 

City’s staff and UMG.  The cost of each service item is multiplied by the corresponding percentage for the wholesale customers.  The 

result is a fair amount that each wholesale customer should pay for each item of service.  They are then totaled together to determine 

the revenue needed from each.  Finally, the revenue needed is divided by the amount of annual usage to obtain a unit rate in cost per 

1,000 gallons.   

Rate Determination 
The following is a summary for the wholesale rate for the wholesale customer class.   

   Customer Class Revenue Required  Usage  Rate per 1,000 gallons 

        Wholesale      $1,269,229  619 MGY               $2.05 

Rate Analysis 
The result of this cost of service analysis concludes that both Mountain Wt. and Southern Wt. has been paying less than their fair 
share of the cost of water service.  It should be noted however, that the new rate does not include administrative costs, service call 
costs or the cost for testing.  Mountain Wt. needs a 30% increase to adjust for their fair share of water service provided in FY2017 
and Southern Wt. needs a 19% increase.  These adjusted rates would be the base for the recommended FY 2019 inside water rate 
increase. 
  
Other Considerations 
The wholesale class of customers would give the City flexibility to include other large water users and allow them to take advantage 

of a reduced water rate. 
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Cost

Administration $119,758 100% $119,758 0% $0

Water Treatment Plant $773,926 6% $43,783 94% $730,143

Distribution System $1,115,966 8% $92,156 92% $1,023,811

Debt $205,351 50% $102,676 50% $102,676

Other Income ($252,335) 100% ($252,335) 0%

Capital Funds $293,672 0% $0 100% $293,672

Revenue Requirement $2,256,339 $106,037 $2,150,302

Water Usage Water Usage Percent

MGY MGY Usage

930 Mountain Wt. 463 50%

Southern Wt. 156 17%

Total Wholesale 619 67%

Figure 14

Revenue Requirement - 2017
Fixed Variable

Inside Water Usage Analysis

Total Inside Usage
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Water Booster Line Service Leak

Treatment Stations Maint. Tanks Calls Meters Detection Testing Total

Water Treatment Plant 100% 0% 0% 0% 0% 0% 0% 0% 100%

Distribution System 0% 20% 40% 5% 15% 5% 10% 5% 100%

Water Booster Line Service Leak

Treatment Stations Maint. Tanks Calls Meters Detection Testing Total Percent

Water Treatment Plant 730,143$  -$          -$          -$        -$          -$          -$          -$         730,143$     41.63%

Distribution System -$          204,762$ 409,524$  51,191$  153,572$  51,191$    102,381$ 51,191$   1,023,811$  58.37%

Total 730,143$  204,762$ 409,524$  51,191$  153,572$  51,191$    102,381$ 51,191$   1,753,954$  100.00%

Cost of Services - 2017

Percentages of Cost Allocation - 2017

Figure 15
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Water Booster Line Service Leak Capital

Treatment Stations Maint. Tanks Calls Meters Detection Testing Debt Funds Total

Annual Cost $730,143 $204,762 $409,524 $51,191 $153,572 $51,191 $102,381 $51,191 $102,676 $293,672 $2,150,302

Wholesale Water Booster Line Service Leak Capital

Account Treatment Stations Maint. Tanks Calls Meters Detection Testing Debt Funds

Mountain Wt. 50% 50% 50% 50% 0% 12% 50% 0% 50% 50%

Southern Wt. 17% 17% 17% 17% 0% 3% 17% 0% 17% 17%

Wholesale Water Booster Line Service Leak Capital

Account Treatment Stations Maint. Tanks Calls Meters Detection Testing Debt Funds Total

Mountain Wt. $363,625 $101,976 $203,951 $25,494 $0 $6,143 $51,191 $0 $51,338 $146,836 $950,553

Southern Wt. $122,617 $34,387 $68,774 $8,597 $0 $1,536 $17,193 $0 $17,243 $49,318 $319,664

Wholesale $486,242 $136,362 $272,725 $34,091 $0 $7,679 $68,384 $0 $68,581 $196,154 $1,270,217

Wholesale Revenue Current Rate Revenue Required Rate Revenue Rate Increase

Account Paid 1,000 Gal. Required 1,000 Gal. Deficient Needed

Mountain Wt. $729,785 1.58 $950,553 $2.05 $198,989 30%

Southern  Wt. $268,289 1.72 $319,664 $2.05 $73,154 19%

Wholesale $998,074 $1,270,217 $2.05 $272,143 27%

Figure 16

Cost Distribution 2017
Cost of Services

Percent Distribution

Cost Distribution

Rate Analysis 2017
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Cash Flow Analysis  

Overview 
It is important for the City to know the amount of cash it has on hand and if its cash reserves are growing or being depleted. Cash is 
necessary to pay for the utility’s operational and maintenance needs as well as debt and capital expenses to preserve its infrastructure, 
retain its staff, deliver services to customers, preserve restricted accounts and maintain a healthy cash reserve. Therefore, it is 
important to predict its anticipated expenditures and how much cash the utility expects to receive from its customers and other sources. 
Such an examination is called a Cash Flow Analysis.  If the projected income is less than the projected expenses or less than a 
minimal amount of cash, under normal circumstances, then a rate increase is needed.   

Methodology  
The Cash Flow Analysis is configured like a cash budget showing the amount of cash at the beginning of the fiscal year, the amount 
of income (including customer charges and miscellaneous fees), the amount of expenses (including operational expenses and debt). 
Adding income and subtracting expenses and capital improvements provides the amount of cash available for capital expenses.  
Additional financing such as loans and grants are also included.  The City operates on an accrual accounting basis, so an accrual 
adjustment line item is included to facilitate a cash amount at the end of the year.  It is difficult to project the accrual adjustment 
(reconciliation of operating income) for future years, so it is not included in the projected years.   

Inside Water  
Figure 17 shows the cash flow analysis for the inside water system.  The average increase in revenue over the next five years is 
projected to be about 1.5% and the average expenses over the next five years is projected to be about 3.7%.  The debt service is 
projected to increase about $120,000 yearly. Also, the City is planning to spend $1,594,350 in FY 2018 for capital expenses with 
$1,079,350 financing with loans and grants and the remaining coming from cash reserves.  The combination of this analysis creates 
a problem in with total expenses exceeding total income in FY 2019 and cash reserves being depleted in FY 2020.  It is recommended 
that the City maintain a minimum of $750,000 in total cash as an emergency fund and to finance any unplanned expenses. Figure 18 
is a graphical representation of the inside water cash flow analysis. 

Outside Water  
Figure 19 shows the cash flow analysis for the outside water system, which has struggled financially for the past five years, showing 
income less expenses as negative amounts.  The system begins FY 2013 with $631,619 in cash but is projected to run out of cash by 
the end of FY 2020.  It is recommended that this system maintains a minimum of $200,000 in cash each year.  Figure 20 is a graphical 
representation of the outside water cash flow analysis. 

Inside Wastewater  
Figure 21 shows the cash flow analysis for the inside wastewater system.  The inside wastewater system has proven to be financially 
sound for the last five years.  Beginning July 2017, a 40% increase went into effect and is projected to provide enough revenue to 
cover all general expenses, debt payment and capital expenses over the next five years.  The inside wastewater system did not have 
any debt until FY 2017.  The amount of cash at the end of each of the next five years is projected to be more than $500,000.  Figure 
22 is a graphical representation of the inside wastewater cash flow analysis. 
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Outside Wastewater  
Figure 23 shows the cash flow analysis for the outside wastewater system.  Like the inside wastewater system, the outside wastewater 
system has proven to be financially sound over the last five years.  This system also had a 40% increase in July 2017.  The next f ive 
years is projected to remain financially strong.  It is recommended that this system maintain $500,000 in cash reserves.  Figure 24 is 
a graphical representation of the outside wastewater cash flow analysis. 

Other considerations 
Having a better understanding of cash flow and the accumulation of cash can be helpful in developing a multi-year capital improvement 
plan and financing of future projects.   
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2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Cash Beginning Jul. 1 1,228,924 1,465,130 600,721 955,071 1,238,358 1,250,435 762,354 337,274 0 0

Pikeville Inside 1,205,251 1,224,422 1,234,621 1,248,544 1,258,264 1,261,701 1,307,833 1,312,270 1,342,992 1,346,476

Mountain Water 749,054 764,806 790,009 754,765 729,785 733,434 737,101 740,787 748,195 755,677

Southern Water 337,768 315,403 273,585 247,011 268,289 269,630 270,979 272,334 275,057 277,807

Other Income 377,399 276,734 412,510 246,326 252,335 285,754 292,064 313,560 320,248 327,133

Total Income 2,669,472 2,581,365 2,710,725 2,496,645 2,508,673 2,550,520 2,607,978 2,638,951 2,686,492 2,707,094

General Expenses 1,845,832 1,965,854 1,996,982 1,896,950 2,009,651 2,271,093 2,368,301 2,445,521 2,537,152 2,632,959

Debt 331,463 1,489,796 146,887 20,833 205,351 252,508 314,757 314,880 316,007 311,898

Total Expenses 2,177,295 3,455,650 2,143,869 1,917,783 2,215,001 2,523,602 2,683,058 2,760,400 2,853,159 2,944,857

Income Less Expenses 492,178 (874,285) 566,856 578,863 293,672 26,918 (75,080) (121,449) (166,667) (237,763)

Net Transfers (7,854) (24,337) 246,010 (306,903)

Loans 2,400,866 539,350

Grants 1,369,088 415,931 540,000

Total Loans / Grants 3,769,954 415,931 1,079,350

Capital Expenses 239,677 58,459 531,961 3,771,346 697,525 1,594,350 350,000 300,000 300,000 150,000

Annual Gain - (Loss) 244,647 (957,081) 280,905 270,568 12,077 (488,082) (425,080) (421,449) (466,667) (387,763)

Accrual Adjustment (21,587) 74,717 64,864 10,820

Cash Ending Jun. 30 1,465,130 600,721 955,071 1,238,358 1,250,435 762,354 337,274 0 0 0

Restricted Cash 33,633 40,270 40,604 54,458 50,000 50,000 50,000 50,000 50,000 50,000

Minimum Total Cash 750,000 750,000 750,000 750,000 750,000 750,000 750,000 750,000 750,000 750,000

Available Cash 681,497 0 164,467 433,900 450,435 0 0 0 0 0

Figure 17

Cash Limits

Inside Water Cash Flow Analysis - No Rate Increases
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Figure 18
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2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Cash Beginning Jul. 1 631,619 628,310 526,567 409,848 388,325 279,100 201,850 3,273 0 0

Charges for Services 739,283 733,731 714,793 683,353 668,106 668,106 668,106 669,904 671,702 673,500

Other Income 9,391 9,057 15,356 13,844 13,782 5,400 5,400 5,400 5,400 5,400

Total Income 748,674 742,788 730,149 697,196 681,888 673,506 673,506 675,304 677,102 678,900

General Expenses 694,044 754,973 786,303 761,043 900,795 688,638 738,488 765,870 800,592 837,951

Debt 59,165 53,238 55,043 60,690 59,802 62,118 81,596 106,114 107,214 106,539

Total Expenses 753,209 808,211 841,346 821,733 960,597 750,757 820,084 871,984 907,806 944,489

Income Less Expenses (4,535) (65,422) (111,197) (124,537) (278,709) (77,250) (146,577) (196,680) (230,704) (265,589)

Net Transfers 43,992 16,964 6,340 1,445

Loans 265,650 375,000

Grants 84,955 192,079 375,000

Total Loans / Grants 84,955 192,079 265,650 750,000

Capital Expenses 61,693 3,000 22,595 265,650 52,000 799,000 46,000 32,000

Annual Gain - (Loss) (22,236) (48,458) (107,857) (38,137) (109,225) (77,250) (198,577) (245,680) (276,704) (297,589)

Accrual Adjustment 18,927 (53,285) (8,862) 16,614

Cash Ending Jun. 30 628,310 526,567 409,848 388,325 279,100 201,850 3,273 0 0 0

Restricted Cash 30,135 35,516 33,324 36,513 35,000 35,000 35,000 35,000 35,000 35,000

CD's 11,603 46,689 52,332 56,112 50,000 50,000 50,000 50,000 50,000 50,000

Minimum Total Cash 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000

Available Cash 486,572 344,362 224,192 195,700 94,100 16,850 0 0 0 0

Figure 19

Cash Limits

Outside Water Cash Flow Analysis - No Rate Increases
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Figure 20
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2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Cash Beginning Jul. 1 184,146 520,532 740,126 648,557 845,795 676,541 539,130 617,903 641,841 720,878

Charges for Services 1,007,263 1,036,125 1,034,140 1,021,778 1,057,142 1,484,959 1,554,215 1,560,384 1,612,305 1,618,006

Other Income 218,741 164,107 161,792 179,319 126,299 173,697 174,927 204,222 205,501 206,805

Total Income 1,226,004 1,200,232 1,195,933 1,201,098 1,183,441 1,658,656 1,729,143 1,764,606 1,817,806 1,824,812

General Expenses 929,608 767,757 882,757 872,085 1,080,004 1,129,362 1,013,684 1,030,629 1,028,662 1,075,475

Debt 14,247 446,706 446,685 602,540 602,607 602,667

Total Expenses 929,608 767,757 882,757 872,085 1,094,251 1,576,068 1,460,369 1,633,168 1,631,268 1,678,142

Income Less Expenses 296,397 432,475 313,175 329,012 89,190 82,588 268,773 131,438 186,537 146,669

Net Transfers (108,781) (65,016) 166,417 (37,960)

Loans 10,580,942 2,419,058

Grants 658,735 368,341 572,407 1,629,365 104,235 8,161,883 200,000

Total Loans / Grants 658,735 368,341 572,407 1,629,365 104,235 10,580,942 10,580,941 200,000

Capital Expenses 505,123 506,948 1,158,937 1,736,366 362,679 10,800,942 10,770,941 107,500 107,500 287500

Annual Gain - (Loss) 341,228 228,852 (106,938) 184,051 (169,254) (137,412) 78,773 23,938 79,037 59,169

Accrual Adjustment (10,842) (14,213) 10,818 5,973

Cash Ending Jun. 30 520,532 740,126 648,557 845,795 676,541 539,130 617,903 641,841 720,878 780,047

Restricted Cash 122,384 3,300 50,000 50,000 50,000 50,000 50,000

Minimum Total Cash 500,000 500,000 500,000 500,000 500,000 500,000 500,000 500,000 500,000 500,000

Available Cash 0 240,126 148,557 342,495 176,541 0 67,903 91,841 170,878 230,047

Figure 21

Cash Limits

Inside Wastewater Cash Flow Analysis - No Rate Increases
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Figure 22
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2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Cash Beginning Jul. 1 455,811 580,970 547,030 604,594 706,144 698,589 756,684 657,182 724,224 723,450

Charges for Services 665,756 672,920 656,896 629,338 615,196 861,324 861,324 917,683 919,823 919,823

Other Income 6,627 7,008 6,640 23,938 7,163 5,905 5,905 5,905 5,905 5,905

Total Income 672,383 679,928 663,536 653,276 622,360 867,229 867,229 923,588 925,728 925,728

General Expenses 285,814 344,632 376,827 374,374 406,075 586,810 537,921 583,558 602,444 631,836

Debt 139,192 186,167 191,859 204,009 205,351 204,324 203,810 202,988 206,058 138,599

Total Expenses 425,006 530,799 568,686 578,383 611,425 791,134 741,731 786,546 808,502 770,434

Income Less Expenses 247,377 149,129 94,850 74,893 10,935 76,095 125,498 137,042 117,226 155,294

Net Transfers (141,844) (129,965) 84,113 2,651

Loans (58,005)

Grants 91,205 40,692 1,173,722

Total Loans / Grants 33,200 0 0 40,692 0 0 0 0 1,173,722 0

Capital Expenses 10,124 30,553 82,169 31,400 18,490 18,000 225,000 70,000 1,291,722 65,000

Annual Gain - (Loss) 128,609 (11,389) 96,794 86,836 (7,555) 58,095 (99,502) 67,042 (774) 90,294

Accrual Adjustment (3,450) (22,551) (39,230) 14,714

Cash Ending Jun. 30 580,970 547,030 604,594 706,144 698,589 756,684 657,182 724,224 723,450 813,744

Restricted Cash 119,844 135,453 140,539 90,717 100,000 100,000 100,000 100,000 100,000 100,000

CD's 99,482 98,586 104,488 173,057 100,000 100,000 100,000 100,000 100,000 100,000

Minimum Total Cash 500,000 500,000 500,000 500,000 500,000 500,000 500,000 500,000 500,000 500,000

Available Cash 0 0 0 0 0 56,684 0 24,224 23,450 113,744

Figure 23
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Figure 24
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Change in Net Position Analysis 

Overview 
Net position is generally defined as assets less liabilities. The City’s water and wastewater assets include all cash (unrestricted and 
restricted), land and the “net value” of everything it owns such as pipes in the ground, tanks, pumps, building, furniture, vehicles and 
other purchases made that are necessary to the operation of the utility.  The net value is defined as the original cost of a capital asset 
less its accumulated depreciation.  Each year there is a change in net position because the amount of cash changes with increasing 
or decreasing revenues and expenses, and the amount of the net capital asset value changes because of new capital assets being 
purchased, all capital assets being depreciated and possibly some capital assets being totally depreciated.  This “change in net 
position” is calculated in a section of the City’s audit called “Statement of Revenues, Expenses and Changes in the Net Position”.  The 
Change in Net Position Analysis in this report contains the same data and information found in that section of the audit.  

Methodology  
The Net Position Analysis is different from the Cash Flow Analysis in that it includes depreciation as an operating expense but does 
not include the amount of money paid for principal debt payments, cash paid for capital improvements, bond issues or loans.  the 
annual audit includes grants and gives credit for the value of capital improvements provided by others.  

Requirement 
According to the Governmental Accounting Standards Board (GASB), depreciation is to be included in the Statement of Revenues, 
Expenses and Change in Net Position section of the audit as an operating expense. The City’s Ordinance Number O-2017-19 
regarding funding of the wastewater treatment plant project states “--- the rates for all services and facilities rendered by the System 
to the City and to its citizens, corporations, or others requiring the same, shall be reasonable and just, taking in to account and 
consideration the cost and value of the System, the cost of maintaining operating the same, the proper and necessary allowances for 
depreciation thereof ---".   

The State of Kentucky does not regulate the change in net position.  The City should consider adopting a policy regarding the change 
in net position to define “proper and necessary allowances for depreciation”.  A continual decline in the water and wastewater net 
position could have a negative impact on the City’s over-all bond rating.   

 
Inside Water  
Figure 25 is the Change in Net Position Analysis for the inside water system.  Based on projections, the Change in Net Position will 
be negative for FY 2019 – 2022.  This is another indication, other than cash flow, that additional revenue is needed to cover all 
expenses including depreciation.  Depreciation is 15% of the total expenses when calculating the change in net position.  

Outside Water  
Figure 26 is the Change in Net Position Analysis for the outside water system.  The outside water system shows a negative change 

in net position for each year shown except for FY 2013 and FY 2020, and the income less expenses has been negative for each year.  

This is an indication that there has been a need for additional revenue since FY 2013.   
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Inside Wastewater  
Figure 27 is the Change in Net Position Analysis for the inside wastewater system.  Based on projections, the Change in Net Position 
will be negative for FY 2020 – 2022.  Depreciation is 40% of the total expenses and interest expense is 14% when calculating the 
change in net position.  The depreciation expense is creating what is best described as a “paper loss” because there is a positive cash 
flow projected over the next five years, but the calculation of change in net position is showing negative numbers, or losses.  The 40% 
increase in the wastewater rates in July 2017 is projected to create a positive cash flow but not enough to cover the projected 
depreciation.  Since the change in net position is not regulated, the City should monitor the change in net position on an annual basis, 
set a limit on the amount of “paper loss” and increase rates accordingly. 

Outside Wastewater  
Figure 28 is the Change in Net Position Analysis for the outside wastewater system.  The 40% increase in rates that went into effect 

July 2017 is projected to positive income less expenses and change in net position for the next five years except for FY 2018 and FY 

2022.  The negative numbers are small in comparison with the inside wastewater system and could possibly turn out positive given 

that estimates are made on the conservative side for both income and expenses.  The percent of depreciation is 26% and interest 

expense is 7%.    

Other Considerations 
The Change in Net Position Analysis is the analysis that generally controls the amount of rate increase if the City is wanting to avoid 

a paper loss.  The Change in Net Position is one of several metrics considered by rating agencies when determining bond ratings.  
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2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Revenue 1,205,251 1,224,422 1,234,621 1,248,544 1,258,264 1,261,701 1,307,833 1,312,270 1,342,992 1,346,476

Other income 377,399 276,734 412,510 246,326 252,335 285,754 292,064 313,560 320,248 327,133

Total Income 1,582,650 1,501,155 1,647,131 1,494,870 1,510,599 1,547,455 1,599,897 1,625,831 1,663,240 1,673,609

General Expenses 1,845,832 1,965,854 1,996,982 1,896,950 2,009,651 2,271,093 2,368,301 2,445,521 2,537,152 2,632,959

Interest Expense 61,168 119,764 19,338 30,619 75,351 78,708 83,357 78,580 73,507 68,198

Depreciation 423,973 406,394 379,791 378,658 414,224 450,542 484,393 468,256 464,362 466,892

Total Expenses 2,330,973 2,492,012 2,396,111 2,306,227 2,499,225 2,800,344 2,936,050 2,992,356 3,075,021 3,168,049

Income Less Expenses (748,323) (990,856) (748,980) (811,357) (988,627) (1,252,889) (1,336,153) (1,366,525) (1,411,781) (1,494,440)

Net Transfers (7,854) (24,337) 246,010 (306,903)

Grants 1,369,088 415,931 540,000 

Change in Net Position (756,177) (1,015,193) (502,970) 250,828 (572,696) (712,889) (1,336,153) (1,366,525) (1,411,781) (1,494,440)

Figure 25

Inside Water Change in Net Position - No Rate Increases
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2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Revenue 739,283 733,731 714,793 683,353 668,106 668,106 668,106 669,904 671,702 673,500

Other income 9,391 9,057 15,356 13,844 13,782 5,400 5,400 5,400 5,400 5,400

Total Income 748,674 742,788 730,149 697,196 681,888 673,506 673,506 675,304 677,102 678,900

General Expenses 694,044 754,973 786,303 761,043 900,795 688,638 738,488 765,870 800,592 837,951

Interest Expense 28,904 27,680 34,637 34,189 33,052 62,118 81,596 106,114 107,214 106,539

Depreciation 66,730 76,494 74,957 65,705 67,095 70,763 71,917 82,929 93,979 95,442

Total Expenses 789,678 859,147 895,897 860,937 1,000,942 821,520 892,001 954,914 1,001,786 1,039,931

Income Less Expenses (41,004) (116,358) (165,748) (163,741) (319,054) (148,013) (218,494) (279,609) (324,683) (361,031)

Net Transfers 43,992 16,964 6,340 1,445

Grants 84,955 192,079 375,000 

Change in Net Position 2,988 (99,394) (159,408) (77,341) (126,975) (148,013) (218,494) 95,391 (324,683) (361,031)

Figure 26

Outside Water Change in Net Position - No Rate Increases
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2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Revenue 1,007,263 1,036,125 1,034,140 1,021,778 1,057,142 1,484,959 1,554,215 1,560,384 1,612,305 1,618,006

Other income 218,741 164,107 161,792 179,319 126,299 173,697 174,927 204,222 205,501 206,805

Total Income 1,226,004 1,200,232 1,195,933 1,201,098 1,183,441 1,658,656 1,729,143 1,764,606 1,817,806 1,824,812

General Expenses 929,608 767,757 882,757 872,085 1,080,004 1,129,362 1,013,684 1,030,629 1,028,662 1,075,475

Interest Expense 14,247 339,138 336,471 333,737 327,039 320,172

Depreciation 373,807 391,377 370,285 347,679 395,267 403,763 408,044 670,878 921,132 921,068

Total Expenses 1,303,415 1,159,134 1,253,042 1,219,764 1,489,518 1,872,263 1,758,199 2,035,244 2,276,833 2,316,716

Income Less Expenses (77,410) 41,098 (57,110) (18,667) (306,077) (213,607) (29,056) (270,638) (459,027) (491,905)

Net Transfers (108,781) (65,016) 166,417 (37,960)

Grants 658,735 368,341 572,407 996,165 104,235 8,161,883 200,000 

Change in Net Position 472,544 344,423 681,714 939,538 (201,842) (213,607) 8,132,827 (270,638) (459,027) (291,905)

Figure 27

Inside Wastewater  Change in Net Position - No Rate Increases
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2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Revenue 665,756 672,920 656,896 629,338 615,196 861,324 861,324 917,683 919,823 919,823

Other income 6,627 7,008 6,640 23,938 7,163 5,905 5,905 5,905 5,905 5,905

Total Income 672,383 679,928 663,536 653,276 622,360 867,229 867,229 923,588 925,728 925,728

General Expenses 285,814 344,632 376,827 374,374 406,075 586,810 537,921 583,558 602,444 631,836

Interest Expense 727,768 86,952 85,259 82,953 82,953 77,688 75,172 72,579 69,859 67,349

Depreciation 217,250 221,764 222,104 215,197 210,618 207,410 209,374 212,163 225,230 240,480

Total Expenses 1,230,832 653,348 684,190 672,524 699,645 871,908 822,467 868,299 897,533 939,665

Income Less Expenses (558,449) 26,580 (20,654) (19,248) (77,286) (4,679) 44,762 55,289 28,195 (13,936)

Net Transfers (141,844) (129,965) 84,113 2,651

Grants 91,205 40,692 1,173,722 

Change in Net Position (609,088) 26,580 (20,654) 21,444 (77,286) (4,679) 44,762 55,289 1,201,917 (13,936)

Figure 28

Outside Wastewater Change in Net Position - No Rate Increases
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Debt Service Coverage Ratio  

Overview 
The Debt Service Coverage Ratio, or DSCR, is a measure of the cash flow available to pay current debt obligations. The ratio states 

net operating income as a multiple of debt obligations due within one year, including interest and principal payments. A debt service 

coverage ratio is the ratio of the amount of cash available (income less expenses) and the amount of combined principal and interest 

for the outstanding bonds. The DSCR provides a useful indicator of financial strength. 

Requirement 
The City’s Ordinance Number O-2017-19 regarding funding of the wastewater treatment plant project states “--- such rates and 
charges shall be adequate at all times to produce Net Revenues equal to at least 120% of the maximum annual debt service 
requirement for any fiscal year ---".  This may not apply to all loans and bonds such as the general obligation bonds, but it is a financial 
measure the City should consider on all its financial debts.  Figure 29 shows the DSCR for all existing and proposed debts for each 
of the water and wastewater accounts.   
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2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Inc. Less Exp. 823,641 615,511 713,743 599,696 499,023 279,427 239,677 193,430 149,340 74,135

Debt 331,463 1,489,796 146,887 20,833 205,351 252,508 314,757 314,880 316,007 311,898

DSCR 2.48 0.41 4.86 28.79 2.43 1.11 0.76 0.61 0.47 0.24

DSCR Required 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20

Amt. Over / (Under) 1.28 (0.79) 3.66 27.59 1.23 (0.09) (0.44) (0.59) (0.73) (0.96)

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Inc. Less Exp. 54,630 (12,184) (56,154) (63,847) (218,907) (15,132) (64,982) (90,566) (123,490) (159,050)

Debt 59,165 53,238 55,043 60,690 59,802 62,118 81,596 106,114 107,214 106,539

DSCR 0.92 (0.23) (1.02) (1.05) (3.66) (0.24) (0.80) (0.85) (1.15) (1.49)

DSCR Required 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20

Amt. Over / (Under) (0.28) (1.43) (2.22) (2.25) (4.86) (1.44) (2.00) (2.05) (2.35) (2.69)

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Inc. Less Exp. 296,397 432,475 313,175 329,012 103,437 529,294 715,458 733,977 789,144 749,336

Debt 0 0 0 0 14,247 446,706 446,685 602,540 602,607 602,667

DSCR 7.26 1.18 1.60 1.22 1.31 1.24

DSCR Required 1.20 1.20 1.20 1.20 1.20 1.20

Amt. Over / (Under) 6.06 (0.02) 0.40 0.02 0.11 0.04

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Inc. Less Exp. 386,569 335,296 286,709 278,902 216,285 280,419 329,308 340,030 323,285 293,892

Debt 139,192 186,167 191,859 204,009 205,351 204,324 203,810 202,988 206,058 138,599

DSCR 2.78 1.80 1.49 1.37 1.05 1.37 1.62 1.68 1.57 2.12

DSCR Required 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20

Amt. Over / (Under) 1.58 0.60 0.29 0.17 (0.15) 0.17 0.42 0.48 0.37 0.92

Outside Wastewater - No Increases

Figure 29

Inside Water - No Increases

Debt Service Coverage Ratio (DSCR) Total Income less General Expenses Divided by Debt

Outside Water - No Increases

Inside Wastewater - No Increases
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Rate Increase 

Overview 
The determination of the amount of rate increase needed is based on the Cash Flow Analysis.  It is critically important that each 

account have enough income to cover all general expenses, debt and an amount of cash on hand to satisfy bond and loan reserve 

requirements, pay for capital improvements and replacement of equipment, vehicles and other capital items.  Having enough cash 

flow will have a positive impact on funding depreciation that shows in the Change in Net Position and provides sufficient coverage for 

the Debt Service Coverage Ratio. 

Inside Water  
It is recommended to adjust the Mountain Wt. and Southern Wt. rates to the 2017 rates determined the Cost of Service Analysis. Also 

recommended is to increase all inside water rates by 10%, including the adjusted 2017 rates for Mountain Wt. and Southern Wt.  

Figure 30 is a spreadsheet like the Cash Flow Analysis in Figure 17 but includes new line items for the recommended rate increases.  

This rate increase provides adequate cash flow positive income less expenses and maintaining over $750,000 in cash at the end of 

each year for FY 2020 - 2022.  Figure 31 is a graphical representation of the Cash Flow Analysis with the rate increase.  Figure 32 

shows the Change in Net Position Analysis with the rate increase that is projecting a positive change in net position over the next five 

years.  Figure 33 shows the impact that the rate increase has on the DSCR. 

Outside Water  
It is recommended that the outside water rates be increased by 40% in FY 2019.  Figure 34 is the Cash Flow Analysis with this rate 

increase.  The outside water customers have needed a rate increase for the last five years.  Figure 35 is the graphical representation 

of the Cash Flow Analysis with the rate increase.  Although the proposed rate increase provides a positive cash flow, there are two 

years that are projected to have negative change in net position as shown in Figure 36.  Figure 37 shows the impact that the rate 

increase has on the DSCR. 

Inside Wastewater  
The inside wastewater will not need additional rate increases because the 40% increase directed by Rural Development is enough. 

Outside Wastewater  
The outside wastewater will not need additional rate increases because the 40% increase directed by Rural Development is enough. 

Other considerations 
The recommended rate increase is based on projections of income, expenses, debt service and capital improvement projections. 

Pikeville should review annually the impacts of making these increases and adjust as needed. 
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2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Cash Beginning Jul. 1 1,228,924 1,465,130 600,721 955,071 1,238,358 1,107,687 619,605 697,951 782,233 828,115

Charges for Services 1,205,251 1,224,422 1,234,621 1,248,544 1,258,264 1,261,701 1,438,617 1,443,497 1,477,291 1,481,123

Rate Increase 10%

Mountain Water 749,054 764,806 790,009 754,765 729,785 733,434 1,030,509 1,035,661 1,046,018 1,056,478

Rate Increase 40%

Southern Water 337,768 315,403 273,585 247,011 268,289 269,630 350,213 351,964 355,483 359,038

Rate Increase 29%

Other Income 377,399 276,734 412,510 246,326 252,335 285,754 292,064 313,560 320,248 327,133

Total Income 2,669,472 2,581,365 2,710,725 2,496,645 2,508,673 2,550,520 3,111,403 3,144,682 3,199,040 3,223,773

General Expenses 1,845,832 1,965,854 1,996,982 1,896,950 2,009,651 2,271,093 2,368,301 2,445,521 2,537,152 2,632,959

Debt 331,463 1,489,796 146,887 20,833 205,351 252,508 314,757 314,880 316,007 311,898

Total Expenses 2,177,295 3,455,650 2,143,869 1,917,783 2,215,001 2,523,602 2,683,058 2,760,400 2,853,159 2,944,857

Income Less Expenses 492,178 (874,285) 566,856 578,863 293,672 26,918 428,345 384,282 345,882 278,916

Net Transfers (7,854) (24,337) 246,010 (306,903)

Loans 2,400,866 539,350

Grants 1,369,088 415,931 540,000

Total Loans / Grants 0 0 0 3,769,954 415,931 1,079,350 0 0 0 0

Capital Expenses 239,677 58,459 531,961 3,771,346 697,525 1,594,350 350,000 300,000 300,000 150,000

Annual Gain - (Loss) 244,647 (957,081) 280,905 270,568 12,077 (488,082) 78,345 84,282 45,882 128,916

Accrual Adjustment (21,587) 74,717 64,864 10,820

Cash Ending Jun. 30 1,465,130 600,721 955,071 1,238,358 1,107,687 619,605 697,951 782,233 828,115 957,031

Restricted Cash 33,633 40,270 40,604 54,458 50,000 50,000 50,000 50,000 50,000 50,000

Minimum Total Cash 750,000 750,000 750,000 750,000 750,000 750,000 750,000 750,000 750,000 750,000

Available Cash 681,497 0 164,467 433,900 307,687 0 0 0 28,115 157,031

Figure 30

Capital Expenses

Cash Limits

Inside Water Cash Flow Analysis - With Rate Increases

Income Sources

Expenses

Transfers

Capital Financing

Page 48



Figure 31
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2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Revenue 1,205,251 1,224,422 1,234,621 1,248,544 1,258,264 1,261,701 1,438,617 1,443,497 1,477,291 1,481,123

Other income 377,399 276,734 412,510 246,326 252,335 285,754 292,064 313,560 320,248 327,133

Total Income 1,582,650 1,501,155 1,647,131 1,494,870 1,510,599 1,547,455 1,730,681 1,757,058 1,797,539 1,808,257

General Expenses 1,845,832 1,965,854 1,996,982 1,896,950 2,009,651 2,271,093 2,368,301 2,445,521 2,537,152 2,632,959

Interest Expense 61,168 119,764 19,338 30,619 75,351 78,708 83,357 78,580 73,507 68,198

Depreciation 423,973 406,394 379,791 378,658 414,224 450,542 484,393 468,256 464,362 466,892

Total Expenses 2,330,973 2,492,012 2,396,111 2,306,227 2,499,225 2,800,344 2,936,050 2,992,356 3,075,021 3,168,049

Income Less Expenses (748,323) (990,856) (748,980) (811,357) (988,627) (1,252,889) (1,205,369) (1,235,298) (1,277,481) (1,359,792)

Net Transfers (7,854) (24,337) 246,010 (306,903)

Grants 1,369,088 415,931 540,000 

Change in Net Position (756,177) (1,015,193) (502,970) 250,828 (572,696) (712,889) (1,205,369) (1,235,298) (1,277,481) (1,359,792)

Figure 32

Change in Net Position

Inside Water Change in Net Position - With Rate Increases
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2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Inc. Less Exp. 823,641 615,511 713,743 599,696 499,023 279,427 743,102 699,162 661,888 590,814

Debt 331,463 1,489,796 146,887 20,833 205,351 252,508 314,757 314,880 316,007 311,898

DSCR 2.48 0.41 4.86 28.79 2.43 1.11 2.36 2.22 2.09 1.89

DSCR Required 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20

Amt. Over / (Under) 1.28 (0.79) 3.66 27.59 1.23 (0.09) 1.16 1.02 0.89 0.69

Debt Service Coverage Ratio (DSCR) Total Income less General Expenses Divided by Debt
Inside Water - With Increases

Figure 33
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2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Cash Beginning Jul. 1 631,619 628,310 526,567 409,848 388,325 279,100 203,443 272,108 294,390 286,367

Charges for Services 739,283 733,731 714,793 683,353 668,106 935,349 935,349 937,866 940,383 942,900

Rate Increase 40%

Other Income 9,391 9,057 15,356 13,844 13,782 5,400 5,400 5,400 5,400 5,400

Total Income 748,674 742,788 730,149 697,196 681,888 940,749 940,749 943,266 945,783 948,300

General Expenses 694,044 754,973 786,303 761,043 900,795 688,638 738,488 765,870 800,592 837,951

Debt 59,165 53,238 55,043 60,690 59,802 62,118 81,596 106,114 107,214 106,539

Total Expenses 753,209 808,211 841,346 821,733 960,597 750,757 820,084 871,984 907,806 944,489

Income Less Expenses (4,535) (65,422) (111,197) (124,537) (278,709) 189,993 120,665 71,282 37,977 3,811

Net Transfers 43,992 16,964 6,340 1,445

Loans 375,000

Grants 84,955 192,079 375,000

Total Loans / Grants 84,955 192,079 750,000

Capital Expenses 61,693 0 3,000 0 22,595 265,650 52,000 799,000 46,000 32,000

Annual Gain - (Loss) (22,236) (48,458) (107,857) (38,137) (109,225) (75,657) 68,665 22,282 (8,023) (28,189)

Accrual Adjustment 18,927 (53,285) (8,862) 16,614

Cash Ending Jun. 30 628,310 526,567 409,848 388,325 279,100 203,443 272,108 294,390 286,367 258,178

Restricted Cash 30,135 35,516 33,324 36,513 35,000 35,000 35,000 35,000 35,000 35,000

CD's 11,603 46,689 52,332 56,112 50,000 50,000 50,000 50,000 50,000 50,000

Minimum Total Cash 200,000 200,000 200,000 200,000 200,000 200,000 200,000 200,000 200,000 200,000

Available Cash 398,175 291,051 176,524 151,812 44,100 0 37,108 59,390 51,367 23,178

Figure 34

Capital Expenses

Cash Limits

Outside Water Cash Flow Analysis - With Rate Increases

Income Sources

Expenses

Transfers

Capital Financing
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Figure 35
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2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Revenue 739,283 733,731 714,793 683,353 668,106 935,349 935,349 937,866 940,383 942,900

Other income 9,391 9,057 15,356 13,844 13,782 5,400 5,400 5,400 5,400 5,400

Total Income 748,674 742,788 730,149 697,196 681,888 940,749 940,749 943,266 945,783 948,300

General Expenses 694,044 754,973 786,303 761,043 900,795 688,638 738,488 765,870 800,592 837,951

Interest Expense 28,904 27,680 34,637 34,189 33,052 62,118 81,596 106,114 107,214 106,539

Depreciation 66,730 76,494 74,957 65,705 67,095 70,763 71,917 82,929 93,979 95,442

Total Expenses 789,678 859,147 895,897 860,937 1,000,942 821,520 892,001 954,914 1,001,786 1,039,931

Income Less Expenses (41,004) (116,358) (165,748) (163,741) (319,054) 119,229 48,748 (11,647) (56,002) (91,631)

Net Transfers 43,992 16,964 6,340 1,445

Grants 84,955 192,079 375,000 

Change in Net Position 2,988 (99,394) (159,408) (77,341) (126,975) 119,229 48,748 363,353 (56,002) (91,631)

Figure 36

Change in Net Position

Outside Water Change in Net Position - With Rate Increases
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2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Inc. Less Exp. 54,630        (12,184)       (56,154)       (63,847)       (218,907)    252,111      202,261      177,396      145,191      110,350      

Debt 59,165 53,238 55,043 60,690 59,802 62,118 81,596 106,114 107,214 106,539

DSCR 0.92 (0.23) (1.02) (1.05) (3.66) 4.06 2.48 1.67 1.35 1.04

DSCR Required 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20

Amt. Over / (Under) (0.28) (1.43) (2.22) (2.25) (4.86) 2.86 1.28 0.47 0.15 (0.16)

Debt Service Coverage Ratio (DSCR) Total Income less General Expenses Divided by Debt
Outside Water - With Increases

Figure 37
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Recommendations 
 
It is recommended that the City of Pikeville implement the following: 

1. Inside Water  
a) Create a wholesale class of customers than includes Mountain Wt. and Southern Wt. 
b) Adjust Mountain Wt. and Southern Wt. rates to reflect wholesale rates of $2.05 per 1,000 gallons as calculated by the 

2017 wholesale Cost of Service Analysis. 
c) Increase water rates by 10 % for all inside water system customers in FY 2019, including wholesale customers. The 

new wholesale customer rate would be $2.25 per 1,000 gallons. 
2. Outside Water – Increase rates by 40% in FY 2019 
3. Inside Wastewater – No additional rate increase needed 
4. Outside Wastewater – No additional rate increase needed 

 
These increases are based on providing a positive cash flow over the next five years.  The Inside and Outside Wastewater 
customers do not need additional increases because the 40% increase directed by Rural Development is enough.  
 
The City should maintain the minimum amount of cash in each of the water and wastewater accounts as recommended: 
 

1. Inside Water - $750,000 
2. Outside Water - $200,000 
3. Inside Wastewater - $500,000 
4. Outside Wastewater - $500,000 

 
The cash reserves are needed for: 
 

1. Emergencies such as major water or wastewater line repairs and replacements that are unplanned, pump failures, replacing 

electrical components etc. that are beyond the scope of budgeted repair and maintenance items. 

2. Lending agencies require varying amounts of cash to the held in reserve. 

3. Self-funding capital improvement instead of selling bonds or borrowing from state and federal agencies who places regulations 

on how the money is spent. 

4. Interest gained can be used as income to supplement revenue and pay expenses. 

The City should take into consideration that the Change in Net Position is projected to be negative in FY 2020 – 2022 for the Inside 

Wastewater System.  Although there are currently no regulations regarding net position, the City may want to address this in future 

Page 56



years if it is determined to have a negative impact on the City’s bond ratings or if lending agencies require a positive change in net 

position. 

The recommendations for rate increases are based on projections and estimates of income, general expenses, capital expenses, and 

capital improvements to be made over the next five years.  Pikeville should review annually the impacts of making these increases 

and adjust as necessary. 
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Appendix 

 

Customer Profile 
An inside water customer profile was made based on data from July 2017 and includes all five customer classes.  The data included 

the number of inside water customers, their usage and the amount of revenue billed.  The profile shows the percentage of total number 

of inside water customers, percentage of the total usage and percentage of total revenue.  These profiles are shown in Figures 38 – 

40.  The last profile in Figure 40 is a combination of all inside water customer classes. 

The inside water residential profile shows that 33% of inside residential customers use 8% of all the water sold to inside residential 

customers and provide 15% of the revenue provided by all inside water residential customers, 61% of the inside residential water 

customers use 65% of all water sold to inside residential customers and provide 64% of the revenue provided by all inside water 

residential customers.  

Comparison with Other Utilities 
Although rate increases are required over the next five years, Pikeville remains competitive in water and wastewater rates with 

several of its surrounding cities and districts as shown on the comparison chart, Figure 41 for inside water customers and Figure 42 

for inside wastewater customers.  The comparison is for a monthly use of 5,000 gallons of water. 

Inside Water Rate Table 
Figure 43 shows the 2017 and recommended 2019 inside water rates, with a listing of various amounts of water uses is shown with 
associated monthly charges and the difference the rates make. 

Wholesale Rate Table 
Figure 44 shows the 2017 water rates for both Mountain Wt. and Southern Wt. Also included are the adjusted 2017 rates determined 
by the cost of service analysis and the recommended 2019 water rates, with a listing of various amounts of water uses is shown with 
associated monthly charges and the difference the rates make. 

Outside Water Rate Table 
Figure 45 shows 2017 and recommended 2019 inside water rates, with a listing of various amounts of water uses is shown with 
associated monthly charges and the difference the rates make. 
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Figure 38
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Figure 39
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Figure 40
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Figure 41
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Figure 42
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2017 Water Rates

Gallons Minimum Gallons Minimum % Inc.

First 2,000 $11.20 First 2,000 $12.32 10%

Per 1,000 gal. Per 1,000 gal.

Next 8,000 $6.20 Next 8,000 $6.82 10%

Next 10,000 $3.98 Next 10,000 $4.38 10%

Next 30,000 $3.95 Next 30,000 $4.35 10%

Next 50,000 $3.85 Next 50,000 $4.24 10%

Over 100,000 $1.90 Over 100,000 $2.09 10%

Water Sold Monthly Water Sold Monthly Percent Difference

(Gallons) Charge (Gallons) Charge Increase from 2017

2,000 $11.20 2,000 $12.32 10% $1.12

5,000 $29.80 5,000 $32.78 10% $2.98

10,000 $60.80 10,000 $66.88 10% $6.08

25,000 $120.35 25,000 $132.39 10% $12.04

50,000 $224.44 50,000 $246.88 10% $22.44

100,000 $411.60 100,000 $452.76 10% $41.16

150,000 $506.60 150,000 $557.26 10% $50.66

2019 Water Rates

2017 Inside Water Rates and Recommended 2019 Increases

Figure 43
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2017 Water Rates

Gallons Minimum Gallons Minimum % Inc. Gallons Minimum % Inc.

First 2,000 $11.20 First 2,000 $11.20 0% First 2,000 $12.32 10%

Per 1,000 gal. Per 1,000 gal. Per 1,000 gal.

Over 2,000 $1.58 Over 2,000 $2.05 30% Over 2,000 $2.25 10%

Water Sold Monthly Water Sold Monthly Percent Difference Water Sold Monthly Percent Difference

(Gallons) Charge (Gallons) Charge Increase (Gallons) Charge Increase from 2017

2,000 $11.20 2,000 $11.20 0% $0.00 2,000 $12.32 10% $1.12

1,000,000 $1,588 1,000,000 $2,057 30% $469 1,000,000 $2,258 10% $201

5,000,000 $7,908 5,000,000 $10,257 30% $2,349 5,000,000 $11,258 10% $1,001

10,000,000 $15,808 10,000,000 $20,507 30% $4,699 10,000,000 $22,508 10% $2,001

25,000,000 $39,508 25,000,000 $51,257 30% $11,749 25,000,000 $56,258 10% $5,001

50,000,000 $79,008 50,000,000 $102,507 30% $23,499 50,000,000 $112,508 10% $10,001

2017 Water Rates

Gallons Minimum Gallons Minimum % Inc. Gallons Minimum % Inc.

First 2,000 $11.20 First 2,000 $11.20 0% First 2,000 $12.32 10%

Per 1,000 gal. Per 1,000 gal. Per 1,000 gal.

Over 2,000 $1.72 Over 2,000 $2.05 19% Over 2,000 $2.25 10%

Water Sold Monthly Water Sold Monthly Percent Difference Water Sold Monthly Percent Difference

(Gallons) Charge (Gallons) Charge Increase (Gallons) Charge Increase from 2017

2,000 $11.20 2,000 $11.20 0% $0.00 2,000 $12.32 10% $1.12

1,000,000 $1,728 1,000,000 $2,057 19% $329 1,000,000 $2,258 10% $201

5,000,000 $8,608 5,000,000 $10,257 19% $1,649 5,000,000 $11,258 10% $1,001

10,000,000 $17,208 10,000,000 $20,507 19% $3,299 10,000,000 $22,508 10% $2,001

25,000,000 $43,008 25,000,000 $51,257 19% $8,249 25,000,000 $56,258 10% $5,001

50,000,000 $86,008 50,000,000 $102,507 19% $16,499 50,000,000 $112,508 10% $10,001

Figure 44

Wholesale Rates

2019 Adjusted Water Rates2017 Adjusted Water Rates

Mountain Wt. Rates

Southern Wt. Rates
2017 Adjusted Water Rates 2019 Adjusted Water Rates
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2017 Water Rates

Gallons Minimum Gallons Minimum % Inc.

First 2,000 $22.50 First 2,000 $31.50 40%

Per 1,000 gal. Per 1,000 gal.

Next 8,000 $6.30 Next 8,000 $8.82 40%

Next 10,000 $5.40 Next 10,000 $7.56 40%

Next 30,000 $5.40 Next 30,000 $7.56 40%

Next 50,000 $5.00 Next 50,000 $7.00 40%

Over 100,000 $3.50 Over 100,000 $4.90 40%

Water Sold Monthly Water Sold Monthly Percent Difference

(Gallons) Charge (Gallons) Charge Increase from 2017

2,000 $22.50 2,000 $31.50 40% $9.00

5,000 $41.40 5,000 $57.96 40% $16.56

10,000 $72.90 10,000 $102.06 40% $29.16

15,000 $99.90 15,000 $139.86 40% $39.96

25,000 $153.90 25,000 $215.46 40% $61.56

50,000 $290.70 50,000 $406.98 40% $116.28

75,000 $359.90 75,000 $503.86 40% $143.96

100,000 $538.90 100,000 $754.46 40% $215.56

150,000 $713.90 150,000 $999.46 40% $285.56

2019 Water Rates

Figure 45

2017 Outside Water Rates and Recommended 2019 Increases
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CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

14.  Provide a working, electronic file of Pikeville’s hydraulic model. The file should 

contain all tanks and booster pumping stations and the associated pipes sufficient to mimic the 

daily operation of the municipal water high service pumps and water distribution system. If any 

tank or pumping station is not included or operationally modeled, provide the following: 

a. For a tank: overflow elevation; capacity; fill and drain piping configuration to 

included altitude valve settings; and, latitude and longitude. 

b. For a pumping station: elevation of pump; suction head; total dynamic head (or 

pump curve); presence or absence of check valves; and, latitude and longitude. 

 Response:  Pikeville does not have a hydraulic model of its system.  Please find 

attached information available for storage tanks and pump stations associated used to serve 

Mountain. 

WITNESSES:   Grondall Potter 

  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

Pikeville Booster Pump Stations – associated with service to Mountain Water District 

 
Name Voltage Amperage Phase Motor 

Size 
Pump 
Rating 
GPM 

Pressure (PSI) 
Static                                                   Dynamic 
Suction/Discharge            Suction/Discharge 

Lat./Long. 

Town Mountain 480v 400 3 Phase 150 HP 1100 80 / 181                                            46 / 203 37.490206, -82.501470 

Bob Amos 480v 600 3 Phase 50 HP 400 34 / 119                                            26 / 124 37.474365, -82.540442 

Cedar 
Gap/Nightingale 

480v 200 3 Phase 50 HP 200 43 / 225                                            27 / 233 37.446061, -82.560264 

Smiley Fork 480v 600 3 Phase 125 HP 500 82 / 313                                             65 / 340 37.432057, -82.515385 

Tollage 240v 200 3 Phase 20 HP 1200 95 /97                                                 90 / 105 37.510314, -82.542896 

Cedar Creek 480v 200 3 Phase 50 HP 200 40 / 250                                             33 / 253 37.477911, -82.558088 

Northmonte 240v 200 3 Phase 30 HP 200 42 / 152                                             37 / 164 37.485441, -82.536645 

Peach Orchard 240v 200 3 Phase 5 HP 30 8 / 129                                                 7 / 130 37.48293, -82.523773 

Harold’s Branch 240v 100 3 Phase 10 HP 100 36 / 71                                                32 /75 37.46944, -82.49179 

Fox Croft 480v 200 3 Phase 25 HP 100 23 /256                                               20 / 258 37.46069, -82.499236 

Chloe 
Ridge/Lovers 

Leap 

240v 100 3 Phase 25 HP 130 76 / 280                                              65 / 300 37.475559, -82.515521 

Quail Ridge 240v 100 3 Phase 7.5 HP 200 98 / 111                                              94 / 116 37.500027, -82.536525 

Chloe/Walters 
Road 

480v 200 3 Phase 40 HP 200 76 / 191                                              70 / 196 37.477224, -82.493981 

Sandy 
Valley/Bowles 

240v 200 3 Phase 25 HP 800 105 / 108                                             100 / 115 37.484099, -82.542519 

Toler 480v 200 3 Phase 25 HP 250 45 / 140                                                35 / 143 37.457735, -82.573505 

 

  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

Pikeville Water Storage Tanks – associated with service to Mountain 

 
Name Type Size Height Operating Range Overflow 

Elev. 
Lat./Long. 

Bob Billups Glasslined 100,000 gallons 22’ 10’ – 18’ * 37.505816, -82.555393 

Road Fork #1 
Road Fork #2 

Steel 
Glasslined 

600,000 gallons 
1,000,000 gallons 

40’ 
40’ 

26’ – 30’ 
26’ – 30’ 

888’ 
888’ 

37.491507, -82.513153 
37.491502, -82.513378 

Marion’s 
Branch Tank 

 

Glasslined 1,000,000 gallons 
 

70’ N/A 
Range to be 
determined 

1540’ 37.419651, -82.536977 

Bob Amos Steel 100,000 gallons 24’ 8’ – 12’ * 37.467011, -82.542143 

Cedar 
Gap/Nightingale 

Steel 100,000 gallons 
 

48’ 24’ – 30’ * 37.470821, -82.562697 

Cedar Creek Glasslined 200,000 gallons 35’ 24’ – 27’ * 37.487597, -82.564669 

Northmonte Glasslined 200,000 gallons 45’ 21’ – 22’ * 37.487195, -82.533101 

Smith Hill #1 
Smith Hill #2 

Steel 
Steel 

300,000 gallons 
300,000 gallons 

35’ 
35’ 

12’ – 30’ 
12’ – 30’ 

893’ 
893’ 

37.482758, -82.523457 
37.482706, -82.523317 

Peach Orchard Steel 100,000 gallons 24’ 18’ - 20’ 1180.6’ 37.477606, -82.529308 

Harold’s Branch Steel 100,000 gallons 24’ 18’ – 22’ * 37.465753, -82.498961 

Fox Croft Steel 100,000 gallons 24’ 17’ – 20’ 1530’ 37.457867, -82.503287 

Chloe 
Ridge/Lovers 

Leap 

Steel 100,000 gallons 24’ 15’ – 16.5’ * 37.471981, -82.504508 

Quail Ridge Steel 30,000 gallons 42’ 25’ -  35’ 944’ 37.499719, -82.542402 

Mullins Steel 200,000 gallons 22’ 10’ – 18’ * 37.536982, -82.576641 

Sandy Valley Concrete 500,000 gallons 35’ 12’ – 17’ * 37.501485, -82.544208 

Toler Steel 200,000 gallons 32’ 23’ - 27’ * 37.449645, -82.589487 

 

 

* = Information unavailable or unverified  

  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

15.  Provide electric power costs per booster station. 

Response:  See chart below. 

 

WITNESSES:   Tonya Taylor; Grondall Potter  

COST PER  BOOSTER

FISCAL YEAR 2017

LOCATION TOTAL COST FOR YEAR

SMILEY FORK 1,605.10$                      

CEDAR CREEK 16,797.21$                   

BOB AMOS DRIVE 4,886.88$                      

NORTHMONTE 2,231.16$                      

HAROLDS BRANCH 1,669.44$                      

CHLOE ROAD 13,091.31$                   

TOWN MTN ROAD 57,685.76$                   

PEACH ORCHARD 1,974.80$                      

BOWLES 4,533.92$                      

FOXCROFT 3,516.19$                      

QUAIL RIDGE 653.64$                         

NIGHTINGALE LANE 3,716.76$                      

TOLER 28,786.88$                   

CHLOE RIDGE 3,875.56$                      

TOLLAGE 1,133.66$                      



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

16.  Provide chlorine boosting costs per booster station. 

 Response:  Pikeville does not have chlorine boosting stations. 

WITNESSES:   Grondall Potter  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

17.  Provide a map of the various pressure zones within the Pikeville system and for 

each pressure zone indicate the extent of the service area for that zone. Assign the appropriate 

tank(s) and booster pumping station(s) for each zone. 

 Response:  There is not a pressure-zone map of the Pikeville system. 

WITNESSES:   Grondall Potter  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

18.  Provide maintenance records to support the percentage of costs for line 

maintenance. 

 Response:  The percentage of costs for line maintenance as shown in Figure 6 of the 

cost-of-service study is the product of the collaborative process discussed in Item 10 above.  

WITNESSES:   Grondall Potter; Samuel Petty   



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

19.  Provide maintenance and materials costs on transmission lines separate from 

distribution lines.  

 Response:  Pikeville does not separate costs between transmission and distribution.  

Any cost for water lines can be found in 2017 general ledger pages 605-622 account 

210.10.610.99 and pages 623-625 210.10.630.00, as well as page 393 account 210.00.165.00. 

WITNESSES:  Grondall Potter; Tonya Taylor  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

20.  Provide maintenance records and costs for each tank, separately. 

 Response:  Any cost for lines and tank can be found in 2017 general ledger pages 

605-622 account 210.10.610.99 and pages 623-625 210.10.630.00, as well as page 393 account 

210.00.165.00. 

 

WITNESSES: Grondall Potter; Tonya Taylor   



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

21.  Provide total storage volume per tank, the overflow elevations (msl), and the 

operating range. 

 Response:  Please see response to Item 14 above. 

WITNESSES:   Grondall Potter  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

22.  Provide operational records to justify the percentage of costs allocated for service 

calls. 

 Response:  The information requested is not relevant because no costs for service 

calls were allocated to MWD. 

WITNESSES:   Samuel Petty  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

23.  Provide meter inventory by size and by type of all customers, direct and 

wholesale, city and outside city. Include all meters in operation except those used in production 

at the water treatment plant. 

 Response:  Pikeville’s billing system does not track meters by inventory, size, and 

classification of customer.  The following chart identifies the water meters serving MWD and the 

remainder in Pikeville’s system. 

 

WITNESSES:   Tonya Taylor; Grondall Potter; Samuel Petty  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

24.  Provide the number of hydrants within the Pikeville water system. 

 Response:  560 fire hydrants 

WITNESSES:   Philip Elswick  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

25.  Provide the hydrant flow test records for the test year. 

 Response:  Please see attached report. 

WITNESSES: Philip Elswick 

  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

 

 

 

Hydrant Flow Test Records  
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CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

26.  Provide the number of responses to house or building fires in the test year. 

 Response:  There were 9 responses to structure fires. 

WITNESSES: Philip Elswick   



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

27.  Provide the estimated volume of water used in firefighting in the test year. 

 Response:  The estimated volume of water used was 200,000 gallons. 

WITNESSES: Philip Elswick   



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

28.  Provide the latest ISO Report for the Pikeville Fire Department. 

 Response: See attached.  

WITNESSES:  Tonya Taylor 

  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

 

 

ISO Report   



April 25, 2016 

Mr. Donovan Blackburn, City Manager, Village Manager an 
Pikeville 
243 Main St 
Pikeville, l<entucky, 51501 

Dear Mr. Do~ovan Blackburn, 

1000 Bishops Gate Blvd. Ste. 300 

Mt. Laurel NJ 08054-5404 

t 1.800.444.4554 Opt 2 

f 1.800.777.3929 

We wish to. thank you Mr. Donhie Sloan and Chief Ronald Conn for your coope.ration during o~r 
recent Public Protection Cl<issificatfon (PPC) survey. ISO has completec,i Its analysis of the structural 
fire suppression delivery system provided In your community .. The resulti~g dassificatlo.n ls 
Indicated above: · · 

If you would like to know more about your community's PPC classification, or If you would like to 
learn about the potential effect of proposed changes to your fire suppression delivery system, 
please call us at .the phone number' listed below. 

ISO's Public Protection Classification Program {PPC) plays an important r~le In the underwriting 
process at insurance companies. In fact, most U.S. insurers - including tile largest ones - u~e PPC 
information as part of their decision- making when deciding wh.at business to write, coverage's to 
offer or prices to charge for personal or commercial property Insurance. 

Each insurance company 1ndependently determines the premiums it charges its poliqiholders. The 
way an ln~urer uses ISO's information on public fire .protection may depend on several things- the 
company's fire-loss exper!enc~, ratemak(ng methodology, .underwriting guidelf nes, and its 

. marketing strategy. 

Through ongoing research and loss experience analysis, we identified .additional differentiation in . . . . . 
fire loss experience within our PPC program, which resulted i!'l the revised classifications. We based 
the differing fire loss experience on the fire suppressfon capabilities of each community. The new 
classlficatlons will improve the predictive value for Insurers whil-e benefiting both commercial and 
residential property owners. We've published the new classifications as "X" and "Y" - formerly the 
"9" and "88" portion of the split classification, respectively. For example: 
• A community currently graded as a split 6/9 classification will now be a split 6/6X 

classification; with the ..,6X" denoting what was formerly dassifled as "9." 
• Similarly, a community currently graded as a split 6/88 classification will now be a 

split 6/6Y dassificat~on , the "6Y" denoting what was formerly dassifie<l as "80.'' 
11 Communities graded with single "9" or "'8B" dasslfications wHI remain Intact. 
~ PropertiBs over S road miles from a recognized fir€ st~tion woulcl roe-ceive a dass 10. 

\ 
\ 



PPC is important to communities and fire c:!Epartments as well. Communities who.se.PPC Improves 
may get lower Insurance prices .. PPC also piiovides fire departments ~i.th a valuab.le benchmark, and 
is used by ma·ny departments as a valuable tool when pjannin~ budgeting and j11stifyin~ fire 
pr~te.ction improvements. 

ISO appreciates the h~h level af.caoperatlo~ extended by ·10ca1 o:ffitja~ diJri.ng the entire PPC 
survey j:lf.'OCess. The comr.nuhlty pro.tectlon baselirie inforrnatJon gathered by ISO i~ an essential· 
fo1,md~ti:on upon which deten:nim~tion of the relative.level of fire· p·rate.ction. is made using .the Fire 
su~pre~lon Rating sctiedul~. · . . . . . . 

The classification ls a direct res.ult of the lnfor,matron gathered, ~nd ls.dependent on the resource 
1ev~ls ci~voteci to fire protection-in e)(istence at the. tim~ of surveV• M~teria1 chang~s in .those 
resources that occur.after the survey Is co.mplet:ed may affe<:t the .clas~ iflcation. Aithough ISO . 
malf'!talh.s a pro-active pro~~ss to keep basell~e information as curren~ as possible! in the event of 
chahges please call us at 1"-80(}444-4554, option 2 to. expedite .the t.1pdate activity. 

ISO. ls the leading ~uppl!~r of data an~ analyti.~s fof'the prpperiy/ca~ualty insurance. industry. Most · 
insur.ers. tise PP.c· dassiflcatiQns .for un.cf~rwritirig. ~''.!.~ c-~lctii~tlng .premi~~$ for' res(de.ntlal; 
comnie~tial and 'indusfria'I properties. The PPC pr9gram rs:no't intende~ t.o analyie all aspects.of a 
comprehensive structural {Ire su.ppressioh deliV~rY syste~ ·program: It Is not for purp0ses of 
d~t¢rml~lng compllance with any st~.te or local 1.a~,,no~· ls It for ~aking loss prev~ntion 6r life safety 
re'commiendations. 

If you have any questions about your da~sificati~n, please let us f<now. 

Sfncerely, 

1)1;,,dedt, s~ua, 

Dominic Santanna 
Manage·r -National Processing Center 

cc: Mr. Donnie Sloan, Water Superintendent, Pikeville Water 

Chief Ronald Conn, Chief, Pikeville Fire D,epartment 

Mr. Paul Maynard, Director, Pil<evllle Fire Dispatch 

\ 
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. . . 

Background ·Information · 

ISO collects and evaluates information from communities in the United States on their 
structure fi~ suppre~fon capabilities. The data is analyzed using · our Fire SuPJ)feSsion 
Rating Schedule {FSRs) and then a Public Protection Classificati6n (PPC™} grade is 
assigned to the CO!Tlmunity. The surveys are conducted whenever it appears ·that there is a 
possibility of a PPC ~~e. As such, the PPC program provides· important, up-t<Kfate 
itiformation a~out fire.protection servi_oes througho~ the ~ntry. 
The fSRS recogniies fire protection features only a~ they r.etate to suppre$Sion of first alarm 
structure fires. In many communities, fire ·suppression ·may. be . only a small part c:A the fire 
department's overaU responsibility. ISO recognizes the dynamiC and comprehensi¥e duties of 
a community's fire ·seJVice, and understands the complex deciSions a community must make 
in ptanning artd delivering emergency services. However, in developing a community's PPC 
grade, only features. related to reducing property 1os5es. from structural fires are evaluated. 
Multiple alarms, simultaneous incidents and life safety are nofoonsklered in this evaluation. 
The PPC program evaruates the flre protection for small to average size buildings: Spe<:ific 
. properties with ·a Ne&ded Fire Flow in excess of ·3,500· gpin are evaluated separertefy and 
a~signed an individuar PPC grade. · 

A C:omn1u111ty's investment in fire mitigatio~ is a proven and · reliable pr6c!ictor of futur~ fire 
losses. Statistical qata on ins1.1rance los~s bears out the relationship betWeen excellent fire 
protection - as measured by the PPC program - and. iow. fire losses. SO, irisllranoe 
'companies use PPC informatiqn for marketing, underwriting, ·i;ind to help .establish fair 
·premiums for homeowners and commercial fire insuran~. ·1n Q.eneral, the prioe of fire 
insuranee in a community With a good PPG grade i$ substantial_ly lower than in ~ community 
with> a poor PPC grade, assuming all other factors are equal. 

ISO is an indep~em oompany that serves insurance companies, communitkts, fire 
clf:?partments, insuranoe regulators, and others by providing i~oimation about mi~ .. ISO's 
expert staff collects information about municipal · fir1e suppression efforts in communlt~ 
throughout the United Sta!es. In each of those communities, ISO analyzes the roe~ dat~ 
and assigns a PPC grade - a number from 1 to 10. Class 1 repr~nts an exemplary fire 
suppression program, and Class 10 indicates that the area's fire s.uppression program roes 

·not meet ISO's minimum criteria. 

•sots PPC progtam evaluates comm1:1nities according to a uniform set of cri~a. 
incorporating nationalfy recognized stand.ards devefoped by the National Fire Protection 
Association and the ~rican Water Works Association. A oommunity'$ PPC grade 
depends on: 

)> Needed fire fl<N'J-8, which are representative building locations used f-0 determine 
the theoretiCal amount of water neoe8$ary for fire suppression purposes. 

> Emerg.ency Communications, including emergency reporting, teleoommunical-Ors, 
and dispatching systems. 

):. Fire Department, including equipment, staffing, training, geographic clrstrllution d 
fire companies, operational considerations, and oommunity risk reclttctioo. 

)> Water Supply, inch.1cling inspection .and How testing of hy<lran1s, altemaHve w.a\e'r 
supply operations, and ci careful evaluation of the .amount of available water 
compared with tha amount needed to suppress fires up to 3,500 gprn. 

PFC is fl regjsterecl trademark oflnsu:mnce Services Office, Inc. 
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ISO .has evaluated and cl~ssified over 48,000 fire protection areas acros~. the United States 
using ·it$ F=$RS. A combin~tioh of :m~ings between tr;i.ined ISO. field representatives and the 

· dispatch . center coordinator, GQmmunity fire offici~I. and water superintendent . is used in 
conjunction with a comprehensive questi<;mnaire to collect thf3 d~ neq3~ry to detennine 
the PPC g,rade: In o~er for a. communitY:to obtain.a 'grade better than P Class 9, thr.e~ 
element~ ·of fire _suppressi~n feature$ ar~· t:eViewed~ These three elements are Em,ergency 
Communications, ~ire ~partrnent, and Water·~upply. · · 

A review of the Emerg:ency .C9111munlccitlons accounts for 10% of trye total classification. 
·This section is weighted at 1 O points, as-follows: : 

• Emergen~y Reporting 3· points 

• Telecommunicators ·4 points 

• Dispatch Circuits · 3 p.o!nts 

A review of the F.lre Department aceountS for '50% of the total dassification. ISO focuses on. · 
a fire de~·enfs fir-St alarm re8p0nse and initiai ·C!Uack to ·minimize potential.loss. The fire 
d~partmeni sectjori-is weighted at 50 points, as folloW's: 

~ · ·Engine Companies 

• ReservePumpers 

• -Pump capa~ity · 
o Ladder/Service Companies 

• Reserve Ladder/Service Trucks 

• Depl.oymerit Analysis 

Q Company Personnel 

Q Training 

o Operational considerations 

o Community Risk Reduction 

6 points 

0.5 points 

3 poi~ts 

4 pc>ints 

0.5 pe)ints 

1.0 points 

15 points 

9 points 

2·point$ 

5.5 f)Oints (in addition to the 50 points above) 

A review of the Water Supply system accounts . for 4o% Of the total· classificati6n. ISO 
reviews the water supply a community u5es .tcf determine 'the adectuacy for fire suppression 
purpo$es. The water supply SYstem is weighted at 40 points, as folkJws: : . 

o .Credit for Supply System 30 points 

o Hydrant Size, Type & Installation 3 points 

9 Inspection & Flow Testing of Hydrants 7 points 

PPC is a registered trademark of lnsurance Services Office, Inc. 
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There is one additional factor considered in calculating the final score - Divergence. 

Even: the best fire department will be less than fully effective if. it has an inadequate water 
supply. Simiiarly, even a superior water ·supply _will ·be less than fully effective if the fnfe 
department la~s tne equipment or personnel to u$e the water. The FSRS score is subjecfto 
mQdi~cation l;>y a diverg~nce faCtor, which recognizes disparity between the effectiveness of 
the -ire department and the "wat~r supply~ . . . 

The Divergerl~ factor. mathooiatically . reduces the ~re b~ upon th~ relaUve differ:ehce 
beh\!ee~ the fire d~partment and water supply scores. The (actor is introduced· in tt:ie ftnal 
equatiQn. . . . . . . . 

Th~ ?PC.grade assigned to the community will depend on the communitys score on a 
100-pOint scale: . 

PPC Points 

1 90.0Q or m¢te 

2 80.00 to 89.99 
3 70.00"to 79 •. 99 
4 eo.oo t'o 69.oo 
5 50;00 to_-~$.99 

6 40.00 to. 49,99 
7 30.00 to -39.99 
a 20.00 to 2Q-.9'9 
g 10.00to1$.00 
10 O.OOto 9.99 

The classification numbers are int¢rpreted as follmvs: 

'° Class 1 thro"ugh (and including) Clas$ 8 re~4;1sents a fire suppression system that 
indudes ~n FSRS cr:editable di$patch 0ent~r. fire department, and wat-er si..ipply. 

~ Class 88 is a · s~al olassifjcation that reoogniz~ a superior le~I of fire 
protection in othe,rWise ClaS$·9- ~reas. tt is d~ignerct"to repr~nt s fire pr~Qn 
deliVery system thafis superior ·exoept for :a lad< of a wat·er suwty sys1iem 
capable ·of the minimum FSRS fire-fl<:m ro~eria of 250 g,:m for 2 hours . . 

o Class·9 is a ·fire suppression system that in.eludes a crectitable di~patch oenler, fire 
departm_eht but no FSRS creditable water supply. 

• Class 10 does not meet minimum "FSRS criteria for reoognition, induding a~ 
that are beyond five r~ miles of a reoogniZed fw.e station. 

PPC is a registered trademark oflnsuraroe Services Office, inc. 
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We have revised the PPC program to capture the effects of enhanced fire protection · 
capabilities that reduce fire loss and fire severity in Split Class 9 and Spin Class 88 areas (as 
outlined below). This new structure benefits the fire service, c0mmunity, and property owner. 

New cia~iflcations 
Through ·ongoing ·research and los~ experience analysis, we identified additional 
differentiation in fire loss.experience witJ:!in our PPG program, which resu.lted in the reviSed 
classificati9ns. We based the differtng fire loss experience .on the fire sup~sion capabilities 
of ea~h cemmunity. Tue new PPC clas_ses will.improve the predictive value for insurer$ while 
benefiting bc>.th commercial and residential property owners. Here. are the new classifications· 
and what they mean. · · 

$plltc1-.mcations . 
When w¢ develop ~ split classification for a-community- for example 5/9--:- the first number 
is· ttie cla&S that ~pplles· to properties .within 5 road miles of the ~spending fire s~ation and 
1,000 feet of a creditable water supply, such as a fire hydrant, suction paint, or dry hydrant. 
.Jhe second number is the class that applies to.properties. within s·road miles of a fire :station 
but beyond 1,000 feet of a credjtable water supp&y. We have reviSed th<e clasSification to 
·reflect.more.precisely.toe.risk of.l<lSs in a community, replacing~ 9 and ~Bin the s·eoond 
. part ofa split classific~on with revised d8Signatiolis. 

What's ~ha'1ged with the new classiflcati~i:is? 
We've pub.lished the new classifications as "X" and "Y" - formerly the ''9'' and "88" portion of 
the $plit classification, respectively. For example: 

• A community currently displayed as a split 6/9 classification will now be a split 6/6X 
classification; with the 11GX11

· derioting what was formerly classified as 119". 
o Simlrany, a community.currently graded as. a split 6/88 classificatton will now be. a split 

6/6Y classification1 the !'6Y'; denoting what was form~iiy classified as i•asi•. 
o Communities graded with single "9" or "88" classifications will remain intact. 

Prlor Prior 
Classlfl~atlon Ctas.slfi.catlon 

i/'J .i/BB 

··--~ _ l/8B _ 

3/' 3/88 

4/9 4/BB 

5/~ S/88 

6/'3 6/88 

7/9 7/8.B 

89 8}8fJ 

9 88 

PPC is a registered trademark of Insurance Servk-es Office, Inc. 
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Yllhat'scl:langed? . 
As you can see, we're still maintaining split classes, but it's how we represent ·them to 
insurers. that's chang.;i~. The new designati9ns reflect a reducti<;>n !n fire severity and loss amd 
·have the potential to reduce prope~ insurance p~emiums. 

Benefit$ of the revised split.class cresignatioos 
• To the fire .service, the revised desigrrattonS identify enhanced fire suppresston 

. ·capabilities used throughout the fire protection are.a 
• T~ th~ com~unity, the new_ classes reward a c0mrrn.uirty's fire suppression effo~s by 

she>Wirig ~ more reflective desi9nation 
• To the individual property owher, the revisions offer the potential for decreased property. 

insurance premiums 

New watel!' clase · 
Our data also shows that risks located more than 5 bUt less than 1 road miles from a 
responding·firf) station with a credita_blle water s<>urc:e ~hin 1 ,OOQ feet hact ~r loss 
experience than those farther than. 5 road mi~es fr~n1 a ~ponding °f1te station. With no . 

·credft~ble "water source. Weye Introduced a new ciassificatio1:1 :.....:.:tow - to i'eoogntze the 
red\\lced lo$s .poteriti~I ohuc'h propertieS. · · · · 

Whaf.s changed with ClaSs 1QVV? . 
Class 1 OW is property-specific. Not aH properti~s in the 5-t<r7-mi~ area around lhe .. 
responding fire station Will qualify. The differenoa between Clan 10 and 1fNV is that the 
1 OW'-graded risk or propert}' is within 1 ,000 feet Of a cr«litable ~supply .. Creditable water 
suppfies include fire protection systems using hau~e<I ~ater in any '01 lhe split dassification 
areas. 

Whafs tfl.e benefit of Class 10W? 
1 (N\j; gives credit to risks within 5 to 7 road miles d the responding fire &tatioo and 'l'lithin 
1 ,000 f~ of a creditable water s~pply. That's refl~cti\le of the potential for reduced pr-Opelity 
insurance _premiums. 

What does the fl~ chief have to do? . 
Fire chiefs don't have to do anything at all. The reVi:&ed dassfficattons went in plaoe 
automatically effective JUiy 1, 2014 (July ·1 , 2015 for Texas). 

Wiuit If I have mtditi<>nal quntaons? 
Feel free tO corrtact ISO at 800.444.4554 or email us at·PPC..Cust-Serv@iso.com. 

PPC is s registeroo tmdemruk offnsuranc.eServit~ ~"Ike, b1c. 
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((1liHrittiiifJti~ilg~~!@i~ 
Th~ 2015 published countrywide distribution of communities by the PPC grade is as 
follows: · 

Countrywide 

1ZOOO 

10,000 . 

a,ooc · 
6,0C)O . 

4,000 . 

o· . . . . 
craH Class c.:ass· Ctatt Cius Class ·c1ais Class ·a.I'll claSa" CSau 

·1 2 "3 . 4 .. 5 . ' 7 . 8 88 9". 10 

~t~ll\f.~""~Jl 
~.ltitdlQI 

The PPC program offers. help to communities, fire depanments, . and other public officials as 
· · they plan for, budget, and justify improvements . . · LSO is a!So available to a~sist in the 

understanding· of.~ deta~s .of this evaluation. 

The PPC progr~m representatives ·can be reached by telephone at (800) 444-4554. The 
technical specialists at this telephone number have access to the details of this evaluation 
and can effectiv~ly spe~k with you about your questions. regarding the PPC r:)rogram. Wtiars 
more, we can be re~ched vi~ the internet at www.isoniitigati6n.comitalk/. 

W.e also have a we~ite dedicated to our Community Hazard Mitigation Cl~ssitication 
programs at www.isomitigation.com. Here, fire chiefs, building cdde officials, community 
leaders and other interested citizens can access a we_alth of data de5cribing the aiteri$ used 
In evaluating how cities and tOWnS are protecting residents ·froill fire and other natL1ral 
hazards. This website will allow -you to learn more about·the PPC program. The website 
provides important ·background ·information, ins~hts about the PPC ~rading prooesses and 
t~hnical documents. 1$0 is plSQ plea~ to offer Fire Chiefs Onl.ine - a -~pecial, . se<it!red 
webs~e with information and features that can help improve your PPC grade, inoluding a list 
·ot the Needed Fire Flows for all the 69mmercial occupandes ISO h<;is on file for your 
community. Visitqrs to the site can do:vvnload information, see statistical r:esults and also 
contact ISO for assistance. 

In addition, on-line ac~ to the FSRS and tts commentaries is available to ·registered 
customers for a fee. However, fire dliefs and community chief administrative officials are 
given access privileges to this information without charge. 

To become a registered fire chief or commtmity chief administrative official, register cit 
WVMJ.isomitigation.com. 

PPC is a registered trademark of Insurance Services Office, Inc. 
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·~~ w.:r~ ~~~~-.~YJ!!,.,~· ·· 
ISO conduded its review of the fire suppression features being provided for Pikeville. The 
resulting community cias5ification is Class 0~2X 

If the classification is a single class, the classification applies to properties with a Needed Fire 
Flow of 3,~00 gpm ·or le$s hi the community. If the classification is 4[i split da~ (e.g., 6/XX): 

> The first class ·(e.g., "6" iri .a 6/X'!<) appl.i~ .. to properties within s· road _mi.~s of a 
recognized fir~ station. and within 1,000 feet .of a fire h~rant ~r _alternate water .supply. 

> The second da8s (XX or XY) applies· to properties ·bey~nd 1,000 feet of a fire hyd.rant 
but within 5 road miles of a recognized fire station. 

)> Alternative Water SupPly: The first class (e.g., ·s· in a 6/10) applies to properti~ 
within 5 road miles of a reeognized fire station with no· hydrant distanoe requirement 

)> Class 10 applies to properties over 5 road mjies of a recognized fire staiion. 

> Class 1 OW applies to properties within 5 fo 7. road miles. of a recognized fire station 
with a recognized water supply within 1, 000 feet. 

> S~ific prope:rties with a Needed Fire Flmv in exC.eSt of 3,500 gpm are evaluated 
separately and.assigned an individual classificatiOn. 

Ean:i&d . Credtt 
FSRS F~ture C.i'9dtt Av;;l~b 

Emetrgency C<;)romun!catl:oos 
414. Qredit for E~ergency Reporting 2.40 3 
422.· Credit for Teleci:>mmunlcators 3.98 " 432. c·redit for Dispatch Cireuits 2.25 3 
440. Credit for Emergency Communlc«ilt!oras 8.tl :10 

FlreDe~nt . 
513: Credit for Engine Companies 6.00 6 
523. Credit for Reser\ie Pumpers 0.00 0.50 
532. Credit for P~mp capacity 3.00 3 
549. Credit for ladder Service 4.00 -4 
553. Credit' for Reserve LadQer and Servioe Trucks O.«l 0.60 
561 , Credit for Qeployment Analysis 7.52 ·10 
571. Creqit for Company Personnel 7.71 15 
581 . Creqit for Training 6.35 :e · 
730. Credit'for Operational Considerations 2.00 2 
~O. Creel It for.Fire Department 37.tnl so 

Water Supply 
616. Credit for Supply System 23.1@ 00 
621 . Credit for Hydrants 3.0.0 3 
631. Credit for Inspection and Flow Testing 7.00 7 

640. Credit for Water Supply 3-'£t1IO ~ 

Divergence -4.22 -
1060. Community Risk Reduction 5.1:2 S.50 

ir:o!flg QrOO!t :34.71 1e5.SG -

PPC is a registered trademark of Insurance Services Office, Inc. 
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-~JHl&ffj 
Ten peroent of a coinmunify's overall score is based on how well the communications center 
receives and dispatChes fire alarms. Our field representative evaiuated: 

• Communications facilities provided for the general public to report structure fires 

·Enhanced 9-1.-1 Telephone Service including wireless 

• Computer-aided dispatch (CAD) facilities 

· • Alarm· receipt and processrng at the communication center 

• Training and certifrGilition ef telecommunieators 
. . 

•Facilities used to dispatch fire department companies to reported.structure fires 

414. Credit Errjergency Repbrting 
. . 

42~. Cr~dit for Telecommuriicafors 

432. Ci'~it for Dispatch Circuits 

Item 44o. ~redlt for. Emsrg·Qncy Communicatio~: ·. 

56~:~14 ·.;.clj'dit r:-·:;;1!!':£.' -,_ .:~Afii:, a.i.i.!~- ·~ u-~·iiijo\~,· 
U1'5!.!I.~- . . .... ~· - -·~-~9. .,.e.~t~J.1.¥1'.:.{l~ .. Hll-u ,\-"l,,t'¥~U~ 

. . 

Eamed Credit . 
Credit Avallabi, 
2AO. 3 

3.98 4. 

2.25 3 

8.63 10 

The first .ite~ reviewed is lt~m 414 "Credit for Em.ergeney Reporting (CER)". This item 
reViews the emergency' communication center facilities ·provided for the public to report fites 
including 911 systems (Basic or Enhanoed), Wireless Pha~ :1 and Phase· II, Voiee .over 
·Internet Protocol, Computer Aided Dispatch and ~ographic Information Systems for 
automatic vehicle location. ISO uses National Fire Protection Association (NFPA) 1221, 
Standard for ~he Installation, Maint~nsne6 and Use of Emergency Servic~s Communi(jations 
Systems as the l'eference for this ~ction. · 

PPC is a registered trademark-0f Insurance Services Office, lnc. 
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Earned Credit - Credit ·AvaHab;e 

'AJB. Basic 9-1-1, Enhanced g..1-1 or No S-1-1 20.00 20 
For maximum Credit, there should be an Enh~nced 9-1-1 
system, Basi¢ 9-1-1 and No 9-1-1 will receive partial aedit. 

'' 

1. E9-1-1 Wireless 10.00 25 

·Wireless phase Tusing Static ALI (autornatic locat!<>n 
identification) Functionality (10 points); Wire~ Phase II · 
using oyna~ic ALI Fun~tionality (15 points); Both available 
wil_l ·be 25 points 

2."E~1-1 Voice over Internet Protocol (VoIP) 25.00 25 

Sta~ic VoIP using Static All Funciioo,allty (10 pointS); 
Nomadic VoIP ·using DynamicALl'Functionality (15 points); 
Both a~all~bl.e will be ~5 points · 

3. computer Ald.d Dispateh 10.00 15 

B:asiG CAD (5 points); CAO :~vith Manag_ement lnfQJm~tion 
sy~~em. (5 pol~ts); CAD with 1.nteroP.era~lity (5 poln~s) 

4. ~ographlc lnfomnatton ~)'9ttril (GIS/AVq 15.00 . 15 

The P~AP uses a fully integrated CAD/GIS. management 
system with aUtomatic vehicle location (AVL) integrated 
with a CAD system providing dispatch assignments. 

Review of Emergency Reporting total: 80~00 100 

~te.ili:~~::~lf tqr-t~i~ti.~~-14:~<@'*1 
The second item reviewed is Item 422 "Cr·edit for Telewmmt..tnicators (TC)". This item 
revieWs th~ number of Telecomrnµnicators on duty at tne oenter to handle fir·e call~ antl .olhef 
.ern&Jg.encies. All emergency calls ir:tclLlding tho8e calls that 90 not reql1ire fire ·department 
action are reviewed t.o determine the proper staffing to answer erner9t!ncy· Calls and dispatch 
the appropriate emerg~ncy response. NFPA.1221, Standard fcx-th6 /nstaHstion, MainlOO!iftoe 
Bnd Use of Emergency Services Qxnmunicatio~ SysiemSi reoomme.nds that ninety.Jive 
pereent of errierg90cy calls shall be <inswered within 15 ~onc1$ ·41nd nin-ety..nina peroenf of 
emergency calls shall be answered within 40 seconds. In addition, NFPA recommends that 
ninety percent of emergency alarm processing shall be completed within 6Q s~nds .rod 
ninety-nine percent of alarm processing $haU be completoo within 90 seconds ri anS'Jwring 
the call. 

PPC is a registered l:nidemark oflnsumnce Servic-es Office, Inc. 
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To receive.full credit for operators on duty, ISO must review documentation to show that the 
communication . center meets NFPA 1221 call answering and dispatch time performance 
measurement standards. This documentation may be in the form .Qf performahce statisties or 
other ·performance measurements compiled by the 9-1 -1 $oftware cir other sofiware 
programs that are currently in use such as Computer Aided Dispatch (CAD) or Mari~~ement 

. Information.System (MIS). . 

.. Earned Credit 
i1i1 . Cred6t Available . 

A1. Alarm Receipt (AR) 19.47 20 

. Receipt of alarms shail meet the requirements in 
accordance with the·criteria of NFPA 1221 

A~:. Alarm PrcX:esslng (AP} 20.00 20 

Processing· of alarms shall meet the requirements in· 
: accordanee with the c·riten~ Qf:NFPA 12.21 · 
a. Einel'.'gericy· .Dispatch Protocols (EDP) 20.00 · 20 

· T~l~cornmunieators . hav~ emergency dispatch ·protocols 
· (EDP) cof)taining questions and a· decision-,support 
·process to.f;;icilitate correct can- cat~gqrizati.ori and 

rioritization. 
c, Telecoinmunicator Training and Certifica~ori (ITC) 20~00 20 . . .· . . . 

Telecotnrnuniceitors.meet the qualification-requirements 
referenced in· NFPA 1061, stancfara for Professional · 
Quaiifications for Public Safety Telacommunicator, 
and/or.the Association of Public-Safety Comniuriicati-0ns 
OffiCials .. :1ntemati'onal (APCO) Piojact 33. · 
Telecommunieators are certified in the knowledge, skills, 
and ·abilities corres ondin to their ·ob ·functions. 
o. Tele.commtmlcator Contt~ulng Education and 20.0<l 20 
Quality Assurance (TQA) 

Telecommunicators particip~te in wntiouing education 
arid/or in-service training and quality-assurance 
programs as appropriate for their posttions 

Review of Teleeommunicatof$ total: 99:47 100 
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The third item reviewed is iteni 432 "Cre~it for Disp$ch Circuits (CDC)": ·This item reviews 
the ·dispaton circuit facilities ~ed to· transmit alarrns to ·fire department membera. A •oi$patCh 
Circulf is defined in":NFPA 1221 '_as ;,A circqit over which ·an j;ilarm is transmitted from: the 

. communications center to .an ·emergency response facility (ERF). or eme_rgeney ~ponse 
units {ERUs) tq n~tify ERUs-to resporid:tO an e~eOcy". All fire' deP.artrnet:ds (~xcepfsingle 
·fire· .station ~partments with full:-tiil1e firefi_gtiter pers9nriet receMng alarms di.i'ectly at the· fire 
station) need adequ~e means c;>f notifying _all firefighter .peraoriry~I of the IOcation .Of .reported 
. structure fires. The dispatch circuit facilitieS should be' in accordance With the general "Criteria 
.of NFPA 1i21.. "Alarms" are defined in thi$ Standard as· "A signal or message from ·a person 
.or . .de.ylce indicating the .exi$tence of a,n e'inerger.icy or Qther sitl.lation thafrequires aclion by 
an ~mergency-r~panse ·agency'. · . : : · · · · · · · 
There are two different levels of dispatch ciicdrt facilities provided for in-the Standard - a. 
pril"\'lary dispatch ci_rcuit and a· secondarY . dispatch circui~. . In jurisdictions . tha~ receive 730 
·a1a~s or more per ·ye~r (averag~ of· two ~larms per· 24-hciur P.eriod). fyvo _separat& · ~nd · 
dedfcatet1 dispatch GircLiits, a primary and a secondar}r~ are nee.ded. th jurisdictions r~iving 
fewer thar:i. 730 .alarm" p~r year, a~"-~ .dedicated disp~tch dr~n .is not need$d. Pi~pak:h 
qrcuit tacMiti~s installeo but hot !,isec;t. : cir te$ted ·(in aGC<>rdance. ·With the NFPA Sta11<:rard) 
-re¢eive no credit., . . . . . . . . . 

The score for Credit for Dispatch .Qircuits (CDC) -~ influenced by monitoring for integrity of the 
primary dispatch c!rcuit There .are ·up to 0.9(l points. availab~ .for this Item. Monitonng for 

. integrity involves installing automatic systems that will detect faults and failures and send 
Vi$ual a.nd audible iOcJ_iCations to.· appropriate oommunlcaliOf'lS .center (Or d_ispatch oee.0ter) 
personnel. IS.O uses NFPA 1221 tq 9tiide the evaluation of ~is .item. ISO's evaluation ~rse 
includes a review of th1e comm'-lnication system's emergency power suppli-eS. · 

Item 432 "Credit for Dispatch Circuits (COC)'; = 2.25 polnt.e 

PPC is a registered tradetnru't of lnsurnnce Services Office, lnc. 
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Fifty percent of a community's overall score is based upon the fire department's structure fire 
suppression system. ISO's field representative evaluated: 

Engine and ladder/service· vehicles including reserve apparatus 

Equipment carried 

.Response to reported structure fires 

Deployment analysis of companies 

Available and/or responding fir~fighters · 

Training· 

. 513: Cre(fit forEngin.e Gompanies 

523 .. Credit for· Reser.ie Ptimpers 
532. Credit for Pumper Capacity 

549. Credit for Ladder serviee : · 

· 553. Cr.edit for Reserve Ladder and Service Trucks · . . . . . 

Earned 
Credit 

6.00 

3.oo· 
:4.00 
·o.so 

Credit 
Available 

.6 

0.5 
3 

4 

0.5 

.,1.$\ ·-.. ,: 

2.00 2 _ 

37.08 50 ' 

11\~WP.i 
The s·asic Fire Flow for the community is determined. by the.review of the Needed Fire Flows 
for ~lected buildings in the C9mmunity. The fifth largest Needed Fire Flow is det~ined to 
be the Basic Fire Flow. The BasiC Fire Flow has been determined to be 3500 gpm. 

PPC is a registered trademark of Insurance Services Office, Inc. 
Page l2 
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The first item reviewed is Item 513 "Credit for Englne·companies (CEC)". This item reviews 
the number of engine companies; their pump capacity, hose testing, pl!Jmp testing and the· 
equipm(mt earned on the in-service pumpers. To be recognized, pumper apparatu8 mu8t 
m~et the· general crit~ri~ of NFPA 1901, standard for AmomotiVe Fire Apparatus which · 

··include a minimum 250 gpm pump, an emergency w_aming system, a 300 gallon water tank, 
and hose. At.least 1 apparatus must have· a perm~nently mounted pump rated at 750 
gpm _or more at 150 psi. . 

:The revi~w of.the number of n~ed pumpers considers't~ response distance to built-upon 
areas; the Basic Fire Flow; and the method of operation. Multiple alarms, simultaneous 
inci~en.t$, and iife,saf~ty ~re not eonsidered, · · 

The greatest value of A, B, or C below is needed in· the · fir~ district tc suppress fil'e$: in 
structures with a Needed Fire Flow of ·3,500 gpm ·or-less: 3 engine eompanles . 

a) 3 ~ilglne companies to provide ·fire suppressi.cin services fo areas to meet NFPA 
1710 criteria orWithih 1Yz miles. 

b) · 3 ang.ine -companies to· support a Basic Fire Flow of 35oo gpm. 

c) 3 ·engine companies based upori the fire department's me~o~ of operation to 
provide a _minimum two engine response to alrfirst alarm ·structure_ fires. 

-The FSR$ re·cognizes that there are 3 engine comp~l~ies in ser\rice. 

The FSRS also reviews Automatic Aid. Automatic Aid is considere<i in the review -as 
assistance dispatched automatically by contractual . agreement between tlvo 
communities or fire districts. That differs from mutual· aid or assistance arranged case ·by 
case. ISO will recognite an Automatic Aid pran under .the foll<;iwi.ng conditions: · 

. . . . . 
o It must be prearranged for first alarm response according to a definit·? plan. It fs 

preferable to have a written agreement, but ISO may recognize demonstrated 
p~rforrnance. · 

$ The aid must be dispatched to all reported structure fires on th.a initial alarm. · 
• The aid must be provided 24. hours a day, ~65 days a year . 

. FSRS .Item 512.0 ;'Automatic Ai~ _Ertgine Companies"-respooding on first alarm .an<I mesting 
.the needs Of the_ city for basic fire flow and/or distributiOn or comparaes ~re factored ba$8d 
. upol"'t the value of the A.lJtom~tic Aid plan (up to_ 1.00 can be use<! as the factor) .. The 
Autom.atic · Ai~ factor is determined · by a: review of the Automatk: Aid provider's 
·communication faciliUes, how they receive alarms from the graded araa,· inter-department 
training between fire departments, and the fire grollnd conimunialtions capability between 
departments. · 

For each engine company, the cre<:rtted Pump Capacity (PC), the Hoatl ~rried (HC), the 
Ec1uipment Carried (EC) all contribute to the calculation for tt;e percent of credit the FSRS 
provides to that engine company. 

Item 513 i'Cr&dit f<)r Engene C001Jpan~·e$ (C~C)"1 = El.00 pointt-s 

PPC is a registered trademnrk-0f Insurance Services Office .. Inc. 
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Item $2~ .. .c~~,i(for R~~r\l.49'Pu~pe~· (O~g():·~I~) 

the Item is Item 523 "Credit for Reserve Pumpers (CRP)". This item reviews the number and 
adequa~y of the pumpers and their equipment. The number of needed reserve pumpers is 1 
for each 8 needed engine companieis determined in. Item 513, or any fraction thereof. 

Item 523 "Credit for.Reserve Pumpers (CRP)" = 0.00 points 

tli.:.~ i!e~;A:·~r~~li'.f i;R'''"'·~~f~i'~;· :;···W.; " iiii :t~~"; · ·r~~· · ~~u~' ... ~t~~ ... ~ •. , .. Ym~~·Y. 11~1;,,.~:r. (:il, .. R.Rln~>. 
. . 

The neXt item reviewed is Item 532 "Credit for Pumper Capacity (CPC)". The total pump 
capacity available should ~ sufficient. for the Ba~.h;; Fire Flow Of 3500 gpm. The maXimum 
needed pump capacit{~ited is the Basie Fire Flow of the oommunity. 

Item 532 "Credit for· Pumper Capacity (CPC)" = 3.00 points 

lli~!,ilt'?i' ~~1;6-:fit'~·~~~~ - ·~ ~ v,r.:i."~pi -~ 
m~I~,.~ ,, '?! ti~~:n™•-~2'.\l.f;~\ft~!;..nfyi<ifl"-~~-''tl1 
The. next item reviewed .iS Item 549 "Credit 'for Ladder Service (CLS)". This ttem reviews the 
number of respqnse ~reas within the ~ty with 5 b.uildings t~ are 3 or more: st91'ies or 3s feet 
or more i~ l:leight, orWith·5 buildings that have a Needed·Fire· Flow greater than 3,500 gpm, 
or. any combinatibn of these Criteria. The height' of all buildings in the city, inCluding those 
prot~ed by automatic sprinklers, is considered· when detemiining the ·number of needed 
li:ldder companie.s. R~spo~se areas l'.IOt needing a 'ladder company should have a service 
company. Ladders, tools an~ equipment nonnally carried on l~der trucks are needed not 
only for ladder operations but also for forcible entry, ventilation, salvage, overhaul, lighting 
and ~lity controL · 

The number of lad9er or ser:vice companies, the height of the aerial ladder, aerial ladder 
testing and the 'equipment carried on the in..servlce ladder ~cks and' service tru~s is 
compared with the number of needed ladd~r trucks ~nd $ervice trucks and an FSRS 
equipment list Ladder truCks must meet the general' criteria of NFPA 1901 , Standard for 
Automotive ·Fire Apparatus to be recognized. 

The number of ne6ded laQder~servioe trucks is dependent upon the number of buildings 3 
stories or 35 feet or more in height, buildings with a Needed Fire Flow greater than 3,500 
gpm, and the method of operation. · 

The FSRS recognizes that there are 1 ladder compe1nles in service. These companies ·~re 
needed to provide fire suppression services to areas to meet NFPA 1710 criteria or within 21h 
miles and the number.of buildings with a Needed Fire Flow over 3,500 gpm or 3 stones or 
more in height, or the method of operation. 

The FSRS recognizes that_ th~re are 0 service companies in servioe. 

Item 649 ucredit for ladder Servlte {CLS}11 
:: 4.00 points 

PPC is a registered b'ademark of lrlS\\J1\11Ce Services Office, fnc. 
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if ·~ ,. 553·., ·a~il··c;r.-i=»~fv•·tiawa'·"a s~~;(ifrti~:~:M ~t.n .. ~" - " ~.:.: -_.~·~·~·q· ... r.w~ ... ~ . - . ' . ~ "" " .. ~ ;_· ~~.~l~~-~·1' .. 

The.next item reviewect'is Item 553 "Credit.fur Reserve"Ladder a·nd Service Trucks (CRLSt 
This item. considers the adequacy of ladder and service apparatus when one (or more in 
larger communities) Qf the.se apparatus are o~ of ~rvice. The number of needed reserve 
iaoder and ~eMc& trlli;ks is 1 for. each 8 needed ladder and servi<:e ~ that were 
detem)ined to be needed in Item 540, or any fraction thereof. · 

. Item S53 11C~edlt for Reserve Ladder and· Servi~ Trucks ·(C~)" = 9.50 points 

Next, ltem 561 "oeployriient Analysis (DAr i!)· reviewed, This Jtem examin~ the number and 
adequacy of existing engine and ladder-service companies to C0\!9J built.Upon areas of the 
city. . . . . 

To determine the Cr€dit fOr Distribution, firat the Existing · Engine C<>rnpany (EC) points 2r1d 
the Existing ~ngin~ .Cornpantes (EE) determined i·n. Item ·s13.- are. rom;idered ak>ng with 
Laqd~r ~mpany ·Equipment (LCJ;) . pc)ints, Servla;l Company Equi?meht . (SCE) points, 
Engine-Ladder Company Equipment '.(ElCE) points, . and .. Englne~ee Company 
E~uipment (ESCE) ?oi~ determ.i.ned in l~etn 549. · 

Secondly, as ah alternative to determining.the number·of needed· engine and 
iadder/service companies through th.e road-'mile amilysis, a fir-a protection area may use 
the results of a systematic performance evaluation. Th~ fype of evaluation analyzes . 
computer-aided dispatch (CAD) histo,.Y.to demonstrate that, with tt.s current deployment 
Of companies: the fire department m~ets: the time CQriS~raints ' f9r inftial amving engine 
and initial·full ala.rm as~ignment in aecard,ance with the gene~! criteria of in NFPA t710, 
Standard for the Organization and Deployment of Fire Suppression Operations, 
EmeTgency Medical Operations, and Speda/ Operations to the PtJblic by Career Fire 
D~partments. · · 

A determination is made of the percentage of built upon area ·iMthin 1~ mi~ of a first-due 
engin-e company and within '2% miles of a first-due lackler~sei"vice company. · 

Item 561 ' 1Credlt Oep!oym~nt Analysis (DA)" = 7.62 point! 

PPC is a registered trademark of lnsurnnce Service5 Off1t~. blt. 
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Item 571 "Credit for Company Personne.1 (CCP)" reviews the average number of existing 
firefighters and company officers available to respond to reported first alarm structure fires in 
~~ . 

The on-duty strength is determined by the yearly average of total firefighters and company 
offieers on~duty considering vacations, sick leave, hol!days, "Kelley" days and other 
absences. When a fire department operates under a !llinimum staffing policy, tt:iis may be 
used in lieu of determining the yearly avetage of on-duty company perscihnel. 

. . 
Firefighters on appaf8tu.s not credited under . Items . ~ 13 and 549. that reg~larly re~p9nd to 
repQrtEld first alarms to aid engine; ladd~r. ~nd 'service.compa11ies ·are included in this it~m as 
in¢reaSiOQ the total company strength. . 

Fitefighters ~taffing ambulances or other units serving the general public are credited ~ they 
pclfticipate in fire-fighting.operations, the number depending upori the extent to which they are 
avaUabte and are 1,.1sed for response to first alarms of. fire: . . . . 

On~~ll members are credit~d on the basis of the. average number staffing apparatlis on first 
alarms~ off~shift career firefighters ancl com?any offieers· responding' on first alarm's ~e 
.cOnsidered qn the sam~ basis· as on-call personnel. For peraonnel riot normally at th~ fire 
·station, the number 6f r.esponding. firefighters and. Gcimpany offi'&rs is divided by 3 to· retied 
.. the time needed to assemble 'at .the fire' scene ·and' the ~ducect ability to act as a team d~ to 
the various arrival times at the fire location when compared to th~ personnel on~duty at the 
fire· station during .the receipt. of an alarm. 

The nun:iber of Public Safety· Officers whp are ~itioned in emergency vehicles within the 
jurisdiction boundari~s · m.ay be credited ba$~ on av~ilabi.lity to respond to ·first alarm 
sttu~ure fires. 1.nt ecognition of this increased response capabilitY the number of resp0ndlng 
Public Safety Officers is.divided by 2. · 

The average number of firefighters and ~mpany officers responding with those comp~nies 
credited as Automatic Aid under Items 513 and 549 are .considered for either on-duty or on­
call company ·personnel as is appropriate. The actual number·is calculated a5 the average 
number of company personnel responding multiplied by· the value of AA Plan determined in 
Item 512.D. 

The maximum creditable response of on-<luty and on-call firefighters is 12, induding 
.company officers, for each existing engine and ladder 'company and 6 for each existing 
service company. 

Chief Of:fiGers are not creditable except 'Nhen more .than one ch~f officer re~ponds to alarms; 
then extra chief officers may be cr~ited as frr~fighters ·~they perform C9mpany duties. 

The FSRS recognizes 9.00 on-duty personnel and an average of 10.00 on-call personnel 
responding on first alarm st11.1cture fires. 

Item 571 "Credit for Company Personnel {CCP)" = 7.71 points 

PPC is a registered trademark of Insurance Services Office, Inc. 
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--For maXimum cred.i~ each firefighter s.hould receive 18 nours per year 
in structure fire ~ated ·subjects as outlned in NFPA 1001. 

For maximum credit, each firefighter should receive 16 hours per 
month in s~cture fire related subjects as o.uttined In NFPA 10(.>1:. 

Fqr inaximum·credit; each .officer sl;iou[d be C:ertffied in accordaJTlce 
with:t~e generai'C!iterk3of.NFPA10'21. A~~itioilaJly, each offi~er 
sho~ld receive 1.2 hours of continuing edu~tion ·on or off site. 

FQ( incixi~lJm.<;:redit; each n~~ drivtN" a11d operator ~hould receiiYe 60 
hours of drive.r/qperator training per year in accordan~ with NFPA 
1002 and NFPA 1451. 

I'~~ 
For m~um credit each existing driver and operator stiould.re.ceive 
12 hours of driver/operator training peryaar ln acoordance wi1tlNFPA 
100.2 and NFPA 1451, · . . . 

Eilrmd Credit 
Credit AvaJlable 

18.0C 35 

tS.63 25 

5.&o s 

2.5D 5 

Bl\ w • • 1.00 1 
For maximum creqi~ each firefighter shoukl receive 6 hours of !raining 
for incidents involving hazardolls materials in acoordanoe with. NFP A 
472. 

·~ 5.00 5 
For maximum credit, each firefighter should receive 240 hours or 
strutture fire related training in aocordance with NFPA ·1oot \'Yfillin the 
first year of employment or ten~re. 

11.41 12 

!tern 580 "Credit f-o:r Traln§ng {CT)" = ti.35 polntt1 

PPC is Et registered tnulerrmrk of .lnsuram:e Servi CC{; Ofliet\ Inc. 
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· it~ 1eo.: .. (~~~tiQr.~f P:i>.M1d.e~t1Q.ns· <~ ®tn~) 
Item 730 "Credit for Operational Considerations (COC)" evaluates fire department standard 
operating procedures and incident management systems for emergency operations 
involving structure fires ... 

. . . .... 
· :rhe depa~ment· should have. established SOPs for 
fire dej:>art.ment general emergency operations 

-the department" should tJse an established incident 
ma_nagE!ment system _(I~?) · 

Operational Conalcierations t0~·1: 

Earned Credit 
Credit AvaJla,,le 

50 50 

50 50 

1()0 

ltern 730 "Cr~itfor Operational Considerations (COc)" = 2.0o pol_nts 

F·orty percent of a community's ·overall score is based on the adequacy of the water supply 
system. The ISO field representative evaluated: 

the· oapal;>ilfy of the water distribution system to meet the Needed Fire Flows at 
se'ect~d locatlons up fo 3,500 gpm. 

size, type and installation of fire hydrants. 

inspection and flow testing of fire hydrants. 

·616. Credit for Supply System 

621 . Credit for Hydrants 

631 . Credit for Inspection and Flow Testing 

Item 640. Creditfor Water Supply: 

Earned 
Credit 

28.10 

3.00 

7.00 

3S.10 

PPC is a registered trademark of Insurance Services Office, Inc. 
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Credit 
Available 

30 

3 

7 

40 



Mlf: .. i01· 6 ~ ot.e.dft'.ll . r i$onlri.i .. S • ·tolmi: (3~ ~;...,tJ~l ~'ldf'L . . . . . . ' . qiQ ., ·--·"~y .,~ ... _. . . . ' ~ WI. 

The firat 1tem reviewed is Item S16 "Credit fqr Supply System (CSS)". This item reviews the 
rate of flow that can be. ctedited at ·each of the t...ieected Fire Flow test tocations considering 
the supply works capacity, the main capacity ·and. the hydrant 9istribution.. The lowest flaw 
rate of these items is credited for each representative Lo~tion. A water system capable of 
deliv~ng 250 gpm or more for a. period of two hours plus eonsurnption at the maximum dally 
rate at the fire loeati()n is considered minimum in·the ISO review. . 

. ' . . 
Wh.ere there ~re 2 or mo.re systems or services di~tributing water at the same· location, credit 
is given on: the basis of .the joint' protection provided ·by all systems and services available. 

The sup¢1y works · ca~acity is ~ ~eulated. for each re~.sent~iVe Need~ Fire FIQw test 
lpcation, ·cqnsi~ring a :Varf~ty of ~ater supply s0urces. These in<?)ude public water supplies, 
emergency suJ)plies (usually accessed from neighboring water s.ysteins}; suction supplies 
(usually evidenced by dry hychnt installations near. a river, lake or other ·b<xfy of water); and 
supr?Iies developed by a fir~ d~partr'n~nt ·llsing large diameter hose or ve.hicles to $huttie 
water from a source of supp~y to a fire s~e; The · resu~ is ·expres$ed in gallons per minute 
(gprn). . . . . . . 

The· "oimal abmty of the di~tribtrtion system to .deliver Neede(:I Fi~e ff.lows at t~e. sereeted 
bu~ding IQ~t{olis is rev~wed.. The. resu!ts ¢ a flow t~t at a representative test locatio'1 will 
indicate the. ability ·of the .water rnains (or flre department in· the case·'of fire department 
supplies)'to carry water to· that rocation. · · 

The hydrant distribution is revfewed within 1,000 feet of representatiVe test locations 
measured as hose can-be laid by apparatus. · 

. For maximum credit, the Needed flre. Flows should be available at each location in the 
distrid. Needed Fire Flows of i,500 gpm ofless should be available for 2 hours: and. Needed 
Fire Flows of 3, 000 and 3,500 gpm should b0 obtainable for 3 hoors. 

Item 616 11Crecl!t f~r Supply System (CSS}" = 28.1.0 point. 

PJ>C is a registered trndenwk oflnsurnnce Services Office, b1c. 
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l~~i1i-~21~ .Q~Di:f.~N1Y~rtari~:«~: ,P..Qtn~) 
The second item reviewed ·is Item 621 "Credit tor Hydrants (CH)". This Item reviews the 
number of ·fire hydrants of each type com·pared with the total number of hydrants. 

There are a total of 401 hydrants in the graded area. 

. . ----.. • I\ . ~ • 

• • • • . • • . . . l 

.• . 

ttem 621 "Credit for Hydrants (CH)"= 3.00 poin~ 

fU-\i.i.<:63(J ·~·::"t, . , .. it>~'-• 'J·~~- - ~~~~, .··.,·~· .,_ F.l~\(f, ',-,~f·,; fl~ ;r:"i ·., ··- · -.~~m ... , ,, ,_c• ' Q'-~ '' fqt::, ~--~~M~ll~-- ... ~ ··"' -~\LOt ,®Jt~) 

N.um~erof 
·Hydrants 

400 

1 

0 

0 

The third .Item revievied is Item 630 "Credit for lnsp~ion anq f!ow Tes.ting {CJT)". This item 
reviews the fire hyd.rant . inspection frequency, and .the comp~eness of the inspeytions. 
Inspection· of hydrants should be in accordance with AVWVA M-17, lnstaflation, Field Testing · 
and Maintenance of Fire Hydrants. . 

~---l.llBJJIAverage interval between tne 3 most recent inspections. 

!!!9.~!~~l .. , .. , __ . __ ,._, _____ ,.,_ .. _,~~ ...... _ ........ -......... -.. -·--------·-··-·······------............... -.. ----·-····· .. ·----~·--· ... J.:.~1~!!_, __ 
1~ ~ 

2 years 20 

3 y~rs 10 

4 years 

5 years or more 

5 

No Credit 

Note: The points for inspection freqliency are reduced by 1 O points if the_ inspections are incomplete or 
do nOt Include a flushing program. An additional ~eduction of 10 points are ma~ if hydrants are ·not 
subjected to full system pressure du~ing ln~pections. If the inspection of cisterns or suction points does 
not include actual dra·fting with a pumper. or back-flushing for dry hydrants, 20 points are deducted. 

Total poonts for Inspections= 4.00 points 

PPC is a registerecl trademark of insurance Servi.ces Office, inc. 
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f~"W'BiDlit~f"RB.ttl:ie.aii Averag:e interval between U1e 3 most recent 
inspections. · 

f.r.!g.ue~g ............ 
7 

.... ____ , ___ .... , ___ ,,,,_, ___ ,, __ ,_ .... - ..... _ .•. - .. -'"·-·- --·- .. - ... - ... --.. ·--·- .. - :.- ... --·-P~~n~--·· 
5~~ ~ 

6 years 

7 y~ars 

8 years 

9 y~ars 

10 years or more 

TQtaf. j>otnts for Fire Fl~'ll Testing = 3.00 polnta 

Item 631 14Cr&dU for fnsp&ction and Fitre Flow Testrng (crrr = i.oc polate 

~.~2 

30 

20 

10' 

5 

No CreC;lit 

The Divergence factor mathematically reduces the .s0or.e base<t \Jp\)n ttie relative difference 
between the·fire department and water supply' seores: The factor is inti'oou~ in the final 
equation. · · 

. Ea riled Cr-&dit Av.alabt& 
. Cndjt 

1025: Credit for Fire PreventiOn ancl Code Enforeement (CPCE) 220 2.2 

'I 033. Credit for Public Fire Safety Ed0<:afion (CFSE) 1.98 2.2 

1044. Credit for Fire ln~,igcition Programs (CIP) ' G.9.4 '1.1 
. . ' . 

' ' 

ltsm 1050. Cr&dlt for Community Risk R<&d.uction 5.1i $.5'3 

PPC is a registered tmderoart< oflrtsunruce Servlces Office, lm:·. 
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. INSURANCE.SERVJCFS OFFICE, INC 

HYDRANT FLOW DATA SUMMARY 

:iiy~ 

my Kenlllcky(Pike). 

KENTUCKY 
St:1re @ 

Wim~ by: .Insurance Serv_ices Office Date: Nov 11, 20l5 

FLOW-GPM PRESSURE. . FWW -ATlO PSJ 

Q·~9.83(C(c:f)P.0:S)) ·PSJ . 

ST TYPE TEST LOCATION SERVICE INDIVIDUAL TOTAL s:TATIC ·RlSJD: NEEDED · AVAIL R&MARKs*H 

0. DIST.• HYDRANTS .... 
Pikeville Water, Pikeville 

1500 .0 Iofront of 306 Auxier Ave ·Water 1500 0 0 110 100 ·3500 4900 
Pikeville Water, Pikeville 

.0 Infront of5()8 Cedar Creek Rd Water 1500 0 0 .. 1500 120 · lJO . 3500 5260 
Pikeville W.ater, Pikeville 

.0 S. Mavo Trail at Davs Inn Water 1090 0 0 1090 104 74 3000 . 1900. 
PikevilleWatei, Pikeville 

.0 Chloe RD at Pikeville Elem . School Water 1210 0 0 1210 130 110 3500 3000 
Pikeville Water, Pikeville 

.0 Old US 23 at entrance to Pikeville HS warer . 1500 0 0 1500 120 105 3500 4200 
Pikeville Water~ Pikeville 

.0 Bank & Elm Water l.500 0 0 . 1500 120 84 nso 2600 
Pikeville Water, Pikeville 

.0 Hibbard &. Baird Water 1500 0 0 1500 110 100 3500 . 4900 
Pikeville Wata, Pikeville 

.0 Central & Mav Allex Water 1500 0 0 1500 110 90 . .3000 . 3400 

;\COVE USTED NUOED FtRE FLOWS AA£ llOR PROl'£RTY INSURANCE PREMIUM CALCUtATIOlfS ONLY AND ARE NOT INTENDEO TO f'REDCCTTRE MAXIMUM AMOOHTOPWATElt REQUIRED l'Olt,. l.ARG£SC.d.Z VIRE 

omON. 
AVAflAllU: FLOWS ONLY INDICA.Tl:Tlll CONDntONS TBATIXISTEI> ATTBE 'IIM£AND AT11lE LOCATJON WBEIU! TESTS Wl:IU: WITNESSED. 

mu = Commercial; Res "' Resldebtial. 
edfld is the rate or flow for a specifte duration for a full credit condition. Needed Fire Flows greater than 3,500 gpm are not l:Onsldered In detennlnlng the c:Walflcation of the city when l.ISiD!J the Are 
~on Rating Sdtedule. 
'~ll"llted by avall:lble hydrants to gpnt &flown. Avallable facilities Dmlt flow to gpm shOwn plus consumption for the needed duration of (B).2 hours, (C)-3 hours or {D)-4 hours. 

MOD£LTVPE 



Ea med Credit 
Credit Available 

10.00 10 

Evaluation of fir~ ·p"revention code regulations in effect. 
. . 

fflBl'I . RJ 8.00 8 

Eva!uati.on. of staffi~~ ~or fire pre~tition activities. 

6.00 6 

Ev~luatiori of the .. certificatjon and. training·of. fire prevention coc;le 
· enforce~ent parso.nnel. 

16.00 16 
Evaluation of fire .prevention: programs. 

. . . 
Review of Fire Prevention Code .and Enforc.errient (CPCE) 
si.i1Jtota1: 

. . 
Evaluation of public fire satety ·education personnel ·training and 
qualificati.on as specified by the autho,rlty having Jurisdiction. 

. J • ....... ~ 

~v~l.ua~on of 'prog.rams t~~. public fire ~afety edu~~tion. 

Review·of Public Safety ~u.~atlon Progra1119 (CFSE) subtotal: 

··sm-~rm.~ . 
~aw~~ . 

Eva.lu~~Qn of 9~a.nization ~nd sta~ng for fiffi i!l\le~tig~tions. 

~aT~'ft)~{ifi 
Evalu~tlori of fire Investigator certification and training. 

i"'ti?:~~~~~:miati;"i~}M~jl'i'~~R"i'™~~~ ~~~m~~mtU~J'JCV.1!11\t~~fJ~WJJ~l.Q...U..W!P..1.\ID.~'1 

Evaluation of the use of the National Fire Incident Reporting 
S stem NFIRS for the 3 ears before the evaluation. 

4Q.OO 

E4tmed 
Credit 

10.00 

26.00 

36.00 

Eamed 
Credit 

8.00 

3.00 

6.00 

Review of Fire Investigation Programs (CIP) si1btotal: 17.<JO 

PPC is a registered trademark of lnsurance Services Office, Inc. 
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Earned Credtt 
fS~S lteri1 Cro&dlt .Av;.iiabae. 
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414. ·Creqitfor Emerg.ericy.Reporting 2.AQ 3 
422: C~dit for T~eeommuniCators 3.t8 4 
432. Credit fc>r:Dlspatch Circuits· 2.25 3 

· 440. Credit for Emarg~ncy C<>mrountcation& 8.63 10 

Fire Departm,ent 
513 .. CA:!ciit for Engi11e Gom~ni~ '6.0() 6 
523. Credit for Reserve Pumpers· 0.00 0.5 
532, Gredit for Pumper. Capacil\/ 3~0Q 3 
549. Creditfor:LaaderSerV'ice · 4.00. 4. 
553. ·Credit ·for-Re$e1Ve. ladder and $ervioe Trucks 0.50 0.5 
561: Credit for t)eployment'Analysis · · 1:s2 10 
571. ·Credit fQr:company Personnel . 7.71 ·ts 
581. Credit for Training. 6.35 g 
730: Cl"editfor Operational Coris.iderations 2;00 2 

~90. Credit f:Oi' FIBI& Department . . 37.~ ${) 

Water Supply 
616: Credit for Supply System 2$.10 30 
621. Credit for Hydrants · ·3.00 3 
631. Credit for Inspection and Flow Testing . . 7.00 7 

. . . 

640.· C.redlt for Wa.for Supply 38.10 -40 

. Diverge111ce -4.22 -

•105()~ Community Risk R1Ml.ucUon 5.12 5.00 
•... 

T<ltal Cr-edit .s4:r1 '1q5~ 

PPC isfl registered trademai-k of lnstll'ance SeJVices Office, 1nc. 
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29.  For this question refer to the following three sources of information regarding the 

total miles of line in the Pikeville water transmission and distribution system: Kentucky PSC 

Case No. 2002- 00022, Table II; Kentucky Infrastructure Authority - Water Resource Inventory 

System (https://kia.ky.gov/WRIS/Pages/WRIS-Portal.aspx); and, Kentucky PSC Case No. 2019-

00080 Pikeville’s Response to Commission’s First Information Request, Question 1 3, 

requesting total miles of line. 

The inch-mile totals from the three sources are summarized and compared in the table 

below (the WRIS inventory also included 208 feet of 9-inch line, not included herein): 

 

a. Why has the number of miles of 2, 3, 4, 6, 8, and 16-inch line decreased from 

2002 to 2019? 

b. In the 2002 inventory, PSC identifies 221.61 jointly-used (Pikeville and MWD) 

inch-miles and 49.46 inch-miles of MWD line used by Pikeville, for a total 

jointly-used inch-miles of 172.15. Are the 221.61 jointly-used inch miles and the 

49.46 inch-miles of MWD line used by Pikeville still valid numbers? If not, 

Table 1 
 PSC 2002-00022 KIA WRIS (est. 2018) PSC 2019-00080 

line diameter 
(inches) 

miles inch-miles miles inch-miles Miles inch-miles 

unknown   1.04 2.09   
2 2.73 5.46 8.00 16.01 1.7 3 

3 2.42 7.26 1.02 3.06   
4 3.18 12.72 1.27 5.10 2.4 10 
6 23.03 138.18 37.67 226.00 19.4 116 
8 24.02 192.16 26.31 210.48 16.8 134 
10 6.29 62.90 8.94 89.42 11.6 116 
12 4.39 52.68 14.84 178.12 17.9 215 

16 2.06 32.96 2.47 39.51 1.6 26 
  504.32  769.79  620 
 

https://kia.ky.gov/WRIS/Pages/WRIS-Portal.aspx
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explain the differences. 

c. Explain why, in 2019, Pikeville's rate analyst did not use the inch-mile 

methodology established by PSC in 2002. 

d. Explain why the rate analyst did not use the Distribution Main Analysis as 

presented in AWWA’s Financial Management: Cost of Service Rate Making 

class. 

e. Explain why conjectures were used to estimate the percentage of Pikeville water 

utility lines used by MWD, rather than PSC-established and AWWA sponsored 

calculations. 

 Response: 

a. Pikeville does not know why the number of miles for certain sized lines decreased 

between the information provided in 2002 and the current case.  Pikeville believes it is 

using the most current and accurate data in this case. 

b. The data provided in the current case is the most accurate for the system in 2019.  

Accordingly, the 2002 calculations are no longer valid. 

c. Mr. Petty consulted with the system operators and was able to determine that 

approximately 95% of inside city water lines helped supply MWD with water service. 

Mr. Petty’s determination is virtually identical to the inch-mile calculation of 92% of 

inside city lines being used to supply MWD with water service.    

d. The distribution main analysis was not used because fire flow is not being considered for 

this report.  For a city the size of Pikeville, the water line capacity for fire flow is also 
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being used for flushing, which is beneficial to MWD.  Pikeville flushes on a monthly 

basis and in FY 2017 2,750,000 gallons of water was used for flushing.  Flushing is done 

to remove sediments from water lines and to improve water quality.  Best results occur 

with high velocities of water flowing through fire hydrants.    

e. Mr. Petty relied on operational knowledge of the system to determine the Pikeville water 

utility lines used by MWD.  The reliability of this process is confirmed by the similarity 

in the inch-mile calculation.  Most of the City’s inside water system infrastructure is used 

to serve MWD because of the location of MWD’s 10 master meters that surround the 

City.  The use of the percentage of water sold appeared to be the most practical way of 

approaching this project. 

WITNESSES: Samuel Petty; Grondall Potter  
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30.  Regarding the outstanding bond information supplied by Pikeville in response to 

Question 5 from KY PSC 

a. The description on pages 1-2 of Ordinance No. 0-2012-011 indicate that only 

items (i), (vi), and (vii) could possibly be relevant to the calculation of water rates 

for MWD. The outstanding principal amount of those three items at the time of 

the Ordinance constitute 70.5% of the total principal amount to be refinanced. 

Why does the rate analyst subject MWD to the full principal and interest amounts 

of the City’s GO Bonds, Series 2012C? 

b. The description on pages 1-2 of Ordinance No. 0-2015-16 indicate the KIA loan 

and the Series 2010S-1 and 2010S-2 Bonds were all related to the refinancing of 

sewer bonds. Why does the rate analyst subject MWD to the principal and interest 

amounts of the Water and Sewer Revenue Bonds Series 201 6A? 

c. The description on page 1 of Ordinance No. 0-2017-[ ] indicate the purpose of 

GO Bonds, Series 2017 are to pay costs of the City’s Hambley Athletic Complex, 

acquisition and installation of an electronic wireless metering system, and 

improvements to the City’s sewer treatment facilities. Is any of the principal and 

interest amounts of the GO Bonds Series 2017 included in the COSS? If so, why? 

 Response:   

a. Series 2012C was only for an advance refunding of KY Rural Water Finance debt that is 

referenced in  O-2012-011 part i.  It is appropriate to include this amount because the KRWFC 

debt was used to provide water service, which benefits MWD. 
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b. Series 2016A Water and Sewer Revenue Bonds was for water and sewer infrastructure at 

the KY Enterprise Industrial Park, the water infrastructure of which which benefits MWD.  

Series 2010S-1 and 2010S-2 Bonds are not paid for by inside water. 

c.  This was not included in the calculation of MWD’s rate in the rate study. 

WITNESSES:   Tonya Taylor; Grondall Potter; Samuel Petty  
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31.  Provide excerpts of all relevant bond covenants to identify the coverage ratio 

required by the issuer. 

 Response:  Page 21 of the ordinance for Series 2016A states as follows: 

 

WITNESSES: Tonya Taylor  
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32.  The depreciation schedules provided by Pikeville in response to PSC first request 

include service lives of 40 year or less for all lines. The resultant FY2017 annual depreciation for 

lines is $117,756. Using the NARUC mid-point, 67.5, yields an annual depreciation of $77,754 

for lines associated with inside city service. Explain why Pikeville uses 40 years, and below, for 

useful life for waterlines. 

 Response:  Historically and based on anecdotal evidence, service lives of water lines 

in Pikeville’s system need to be replaced more frequently than every 67.5 years.  In addition, 

loan funding for utility infrastructure is usually paid back over a forty-year term.  It is reasonable 

to set the depreciation rate of waterlines to be equivalent with the payback of financing.  

WITNESSES:   Tonya Taylor; Grondall Potter  
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33.  The depreciation schedules provided by Pikeville indicate outside city customers 

are not allocated any depreciation for the water treatment plant, pumping stations, or water 

storage tanks.  Explain why inside city customers, and therefore MWD, are subsidizing the 

annual depreciation of Pikeville's retail, outside city customers. 

 Response:  Inside city customers are not subsidizing the annual depreciation of 

outside city customers.  Outside water reimburses inside water for plant deprecation based upon 

a percentage of consumption.  This is reflected in account 210.10.451.03. 

WITNESSES: Tonya Taylor  
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34.  The rate analyst uses a ratio of water purchased by MWD to total water sold 

throughout the COSS. He establishes that ratio, or percentage at 50 percent. The water purchased 

by MWD (463,158,000 gallons) and total water sold (973,385,317 gallons) provided by Pikeville 

in response to Question 20 in PSC's initial request results in a percentage of 47.6 percent. Why 

does the analyst use 50 percent for his assignment of costs to MWD when the actual percentage 

is 47.6 percent? 

 Response:  Mr. Petty appropriately calculated the percentage based on MWD’s 

consumption in relation to other inside city customers. The percentage of use for 2017 is 51%, 

and for 2018 it is 50%.  The information provided in response to Question 20 in PSC's initial 

request includes inside and outside city consumption. 

WITNESSES:  Samuel Petty; Grondall Potter; Tonya Taylor  
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35.  Provide detailed descriptions and breakdown of all sources of the income that 

makes up $252,335 associated with “Other Income”. 

 Response:  Please refer to the response to Item 16(e) of the Commission’s second 

request for information. 

WITNESSES:   Tonya Taylor  
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36.  The rate analyst describes “other income” as a “combination of fees, such as tap 

fees, penalties and other miscellaneous fees collected by the City.” The 2017 Audit identifies 

$1,351,470 in interest-bearing water accounts including certificates of deposit, restricted debt 

service reserves and other reserves. Why were the interest earnings not included by the analyst as 

“other income” and allocated equitably among customers from whom contributing revenue was 

received? 

 Response:  The interest income is a relatively small amount and would not impact the 

recommendation of the report.   

WITNESSES:  Samuel Petty  
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37.  Figure 6 of the filed COSS includes an unsubstantiated amount of $51,432 for 

costs associated with meters yet the General Ledger provided by Pikeville includes, at a 

minimum, $69,414.94 in costs associated with meters and services. Why were “ballpark” 

estimates used to functionalize meters when evidence existed in the General Ledger to calculate 

a more accurate cost? Provide justification for the percentage of cost allocated for meters. 

 Response:  The amount of $51,432 for costs associated with meters as showing in the 

cost-of-service study is a product of the collaborative process discussed in Item 10 above. 

WITNESSES:   Samuel Petty  
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38.  The General Ledger provided by Pikeville includes no apparent costs associated 

with “leak detection”. Provide records to support the percentage of cost allocated for leak 

detection. 

 Response:  UMG provides leak detection services that are included in the contract 

expense.  The amount for costs associated with leak detection as showing in the cost-of-service 

study is a product of the collaborative process discussed in Item 10 above. 

WITNESSES:   Tonya Taylor; Samuel Petty  
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39.  The rate analyst includes, in Figure 8 and the text immediately preceding the 

figure, a $3,799 cost to be paid by MWD for “servicing meters". The water purchase agreement 

dated 14 November 2011 established in Section 3 that “the Seller shall furnish, install, operate 

and maintain at its own expense at the points of entry...the necessary metering equipment...” 

Why is MWD accessed a $3,799 charge for a service Pikeville agreed to perform “at its own 

expense”? 

 Response:  The City is responsible for furnishing, installing, operating, and 

maintaining all of the City’s infrastructure that provides safe, reliable water service to its 

customers.  Expenses associated with furnishing, installing, operating, and maintaining all of the 

City’s infrastructure that provides safe, reliable water service to its customers are reasonably 

included in rates.  The contract does not negate reasonably incurred expenses from being 

recovered from MWD.   

 The calculation for allocation of 7% of meter expenses being allocated to MWD is shown 

below. 

 

WITNESSES:  Philip Elswick; Samuel Petty  
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40. The “accounts payable” section (210.00.210) of the  General Ledger provided by 

Pikeville includes $69,414.94 of costs associated with retail customer service such as copper 

tubing, meters, boxes, lids, cutters, grass seed, and fittings of such a size or price to reasonably 

assume they are to be used on small, retail services. Provide evidence to show how these 

expenses relate to costs to serve MWD or the adjustment to exclude them from the Cost of 

Service Study (COSS). 

 Response:  These parts/fittings (while of smaller size) and consumables (grass seed, 

etc.) are used at various pump stations/tanks/telemetry locations, etc. or for repairs to the 

distribution system, of which MWD is a customer and should contribute to the cost of said items. 

WITNESSES:  Grondall Potter  
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41. The “accounts payable” section (210.00.210) of the  General Ledger provided by 

Pikeville includes $2,700.00 of costs referred to as “Consolidated Pipe and Supply - hydrant, 

gate valve and adapters”. Provide evidence to show how these expenses relate to O&M costs to 

service to MWD. 

 Response:  These parts are utilized for hydrant installation and repairs. Hydrants are 

flushed to ensure water quality is maintained for Pikeville’s customers, which includes Mountain 

Water District, as described in responses to Items 29 and 64 herein. 

WITNESSES:   Grondall Potter  
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42. The “accounts payable” section (210.00.210) of the  General Ledger provided by 

Pikeville includes $1,136.06 and $88,772.50 of costs associated with maintenance on the 

Harold’s Branch and Bob Amos tanks. Provide supporting evidence that the Harold’s Branch 

tank and the Bob Amos tank are used to supply MWD and the applicability of these expenses to 

service to MWD. 

 Response:  These tanks are storage for Pikeville’s water system and can be utilized to 

serve MWD.  Tank maintenance is crucial to water quality and useful service life for the City’s 

customers, which includes MWD. 

WITNESSES:  Tonya Taylor 
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43. The “accounts payable” section (210.00.210) of the  General Ledger provided by 

Pikeville includes $1,333.29 of costs associated with “Hillbilly Days", the “Welcome to 

Pikeville" sign, and “kitchen supplies” for City Hall. Provide evidence to show the applicability 

of these expenses to serve MWD. 

 Response:   

1. Northside $1,002.55 Pipe, adapters, fittings couplings used for Hillbilly Days.   

2. Northside $91.00 Fittings and Handheld Driver for Hillbilly Days.   

3. MGC Supply  $177.98  Seed for Welcome to Pikeville.   

4. C&R Office Ashland Office.  Only $61.76 of this invoice was allocated to water for toner 

for utility office.  Toner was allocated between all utility funds.  The kitchen supplies were 

allocated to administrative.   

 With the exception of toner, these expenses do not directly relate to serving MWD. 

WITNESSES:  Tonya Taylor  
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44.  The “accounts payable” section (210.00.210) of the General Ledger provided by 

Pikeville includes $1,053.33 of costs associated with repair of the touchread wand and Sensus 

autoread software. Provide evidence to show the applicability of these expenses to serve MWD. 

 Response:  Touchread wands with the applicable Sensus software is used for reading 

consumption of various Mountain District master meters 

WITNESSES:   Grondall Potter  
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45.  The “accounts payable” section (210.00.210) of the General Ledger provided by 

Pikeville includes $2,320.58 of costs associated with a precast concrete meter vault on 2nd 

Street. Explain how this meter vault relates to service to MWD. Provide evidence to show the 

exclusion of those costs in the O&M costs charged, in whole or in part, to MWD. 

 Response:  These expenses are not directly related to the provision of water service to 

MWD.  Figure 9 of the cost-of-service study related to MWD shows that only 37% of expenses 

related to the inside city distribution system were assigned to MWD. 

WITNESSES:   Grondall Potter; Samuel Petty  
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46.  The “accounts payable” section (210.00.210) of the General Ledger provided by 

Pikeville includes $35,586.76 of costs with the general description of “supplies needed for 

stock”. Provide detailed descriptions of these entries sufficient to determine the appropriateness 

of their inclusion or exclusion in the O&M costs charged, in whole or in part, to MWD. 

a. Explain the purpose of supplies for stock. 

b. Explain the contractual obligation of UMG to supply items for stock. 

 Response:  UMG has a contractual obligation to operate and maintain Pikeville’s 

water treatment and distribution facilities.  Industry standards support having supplies related to 

maintenance on stock.  If materials were not kept in stock, unnecessary delay would occur prior 

to necessary maintenance being completed.  

WITNESSES:   Grondall Potter; Tonya Taylor; Legal  
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47.  In an 17 January 2019 article in the News-Express, City Manager Philip Elswick 

is credited with highlighting an increase in industrial consumption (of water) and that “The 

system has to be prepared to operate for all customers, whether that is a residence that is using 

the minimum amount of water or industries using hundreds of thousands of gallons." Elswick is 

also quoted as saying, “The upgrades...critical to our economic development.” The new 10-inch 

line in the Marion's Branch Industrial Park runs approximately 12,000 feet to a new 1,000,000-

gallon potable water storage tank constructed, according to funding documents, for the future 

customers at the industrial park. Given the city manager's acknowledgement that industrial 

customers and residential customers put different demands on the water system, and/ 

acknowledging capital facilities are in place specifically for industrial customers, why does 

Pikeville not have an industrial customer class to enable the assignment of costs caused by 

industrial customers? 

 Response:  The focus of Mr. Elswick’s comments were not related to water rate 

design.  Pikeville has not chosen to design rates specific to industrial customers. Water utilities 

frequently do not have a separate industrial rate.  For example, Mountain Water District does not 

offer industrial rates.   

WITNESS: Philip Elswick  
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48.  The rate analyst has acknowledged the City does not have adequate data for a 

determination of peak hour or peak hour demands. Confirm that residential, commercial and 

industrial customers have different peak hour demands. 

 Response:  Peak day or peak hours for Pikeville’s residential, commercial and 

industrial customers cannot be confirmed. The peak day and peak hour for MWD also cannot be 

confirmed.  However, the monthly peak to average demand ratio for MWD was 1.21 for 2017 

and 1.37 for 2018.  The peak monthly to average demand ratio for all other inside customers was 

1.17 in 2017 and 1.12 in 2018. This data suggest that a detailed AWWA M-1 analysis would 

result in a higher rate increase for MWD. 

WITNESSES: Samuel Petty  
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49.  Provide the UMG contract for provision of water service for the three most recent 

years with all the amendments, memoranda of agreement, or any other correspondence related to 

the implementation or interpretation of the contract. 

 Response:  Please see the contract attached to Item 20 of the Commission’s second 

request for information. 

WITNESSES:  Philip Elswick 
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50.  What services or activities do city employees provide for water service to MWD? 

Why are these services or activities not included in the UMG contract? 

a. How are those expenses allocated to MWD? 

b. How does the City reconcile city-incurred expenses and UMG-incurred expenses 

to avoid "double-billing"? 

 Response:  City of Pikeville employees process bills for Mountain Water District 

monthly.  This consists of data importing, submitting bills for processing and processing 

payments.  In addition, employees answer any billing questions.  This can include initiating work 

order request for any rereads.  City of Pikeville does the billing for all utility services, not Utility 

Management Group. 

 None of the expenses related to City employees are allocated to MWD.  Salaries and 

wages for City employees are assigned to “Administration,” which is not allocated to MWD. 

Because the duties of the City employees are different than those of UMG, there would 

not be any “double billing.” 

WITNESSES: Tonya Taylor and Samuel Petty  
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51.  Provide the annual budget amount included in the UMG contract for water service 

to Pikeville for each of the last three years. 

a. Provide the annual payment owed by Pikeville to UMG for water service as 

required by the terms of the contract for each of the last three years. 

b. Provide the actual payments by Pikeville to UMG for the last three years for 

water service. If the actual payments differ from the contract or budget amount, 

provide a line item reconciliation of the differences for each year. 

 Response:  The annual payment from Pikeville to UMG related to the provision of 

water service is listed below.  There is no line item reconciliation for the minor differences 

between budget and actual payments. Similarly, there is no specific budgeted amount for 

reimbursement for materials 

 

WITNESSES:  Tonya Taylor  

Inside Water

YEAR

BUDGET PUBLIC WORKS 

WATER 210.10.610.

PAYMENTS PUBLIC 

WORKS WATER 

210.10.610

REIMBURSEMENT 

FOR MATERIALS 

210.10.610.99*

2019 1,258,218.00 1,257,378.56 2,727.92

2018 1,221,206.00 1,221,201.36 6,041.43

2017 1,162,040.00 1,162,039.92 6,155.72

Outside Water

YEAR

BUDGET PUBLIC WORKS 

WATER 320.10.610

PAYMENTS PUBLIC 

WORKS WATER 

320.10.610

REIMBURSEMENT 

FOR MATERIALS 

320.10.610.99*

2019 496,688.00 496,687.36 0.00

2018 495,131.00 495,105.72 106.97

2017 509,173.00 509,145.12 0.00

*not specific amount related to UMG
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52.  Provide UMG's financial statements (audited or not) for the last three years. 

 Response:  The City of Pikeville objects to this request, as UMG’s financials are not 

relevant to the determination of whether Pikeville’s expenses are reasonable.  Notwithstanding 

this objection, Pikeville requested that UMG provide this information and UMG declined to 

provide financial statements.  Please see Pikeville’s response to Item 24 of the Commission 

Staff’s second request for information. 

WITNESSES:  Legal; Philip Elswick; Grondall Potter  
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53.  What is UMG’s profit margin on its contract with the City of Pikeville, being 

defined as the difference between the total annual fee paid by the City, and the direct costs 

incurred for operations? 

a. If any indirect costs are incurred, please define and set those out by itemized 

areas, and the reason that you believe they are justified costs in support of their 

fee structure. 

b. Provide all calculations in the determination of UMG’s profit margin. 

 Response:  The City of Pikeville objects to this request, as UMG’s profit margin is not 

relevant to the determination of whether Pikeville’s expenses are reasonable.  Notwithstanding 

this objection, Pikeville requested that UMG provide this information and UMG the information 

that is produced by Pikeville in response to Item 24 of the Commission Staff’s second request for 

information. 

WITNESSES:   Legal; Philip Elswick; Grondall Potter  
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54.  Pikeville was “placed on notice" in 2002 that in future rate case proceedings, PSC 

would more closely scrutinize contractor (then, PSG) direct expenses and would expect 

supporting documentation of all PSG costs. UMG is Pikeville’s current contract operations 

company, operating much like PSG was in 2002. Explain why line items “Public Works Water” 

and “UMG...Services", (which, alone, make up 69 percent of the total city water expenses) 

continue to be used. 

a. Explain the type of expenses included in these categories. 

b. Explain how expenses are determined to be included in these categories. 

c. Provide an itemization of the expenses included in each of these categories. 

d. Who determines the expenses to be included in these categories? 

 Response:   

a.  "Public Works Water" is the monthly contract amount for water services for Utility 

Management group.  "UMG services" is items purchased for operations of the water system as 

allowed by contract.   

b.  Only the monthly contract amount for services is included in the Public Works Water.  The 

operational items appear in the UMG Services account. 

c.  For Public Works Water details refer to Item 4 of the Commission’s initial request for 

information 2017 general ledger account 210.15.610.pages 601-602.  For UMG Services refer to 

Item 4 of the Commission’s initial request for information 2017 general ledger account 

210.10.610.99 pages 605-622.   
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d.   UMG determines items needed.  City of Pikeville Commission approves payment of 

purchases in semi-monthly Commission meetings. 

WITNESSES: Tonya Taylor 
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55.  Explain the procedures for determining purchases related to service to MWD by 

the city and those purchased by UMG. 

 Response:  Please refer to Pikeville’s response to Item 54d above. 

WITNESSES:  Tonya Taylor  
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56.  Please provide the rate analyst's working definition of “fixed” versus “variable” 

costs as used in the COSS. 

 Response:  Fixed costs are those cost unrelated to the treatment and distribution of 

water.  Variable costs are those associated directly or indirectly with the treatment and 

distribution of water.   

WITNESSES:   Samuel Petty  
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57.  Provide the evidence and documentation used as the basis for the 7% fixed versus 

93% variable split for costs related to the water treatment system. 

 Response:  These calculations are shown on Figure 5 of the cost-of-service study.  

They tie in with the figures that are shown on Figure 3 of the study. These percentages are a 

product of the collaborative process identified in Item 10 above. 

WITNESSES:   Samuel Petty  
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58.  Provide the evidence and documentation used as the basis for the 8% fixed vs 

92% variable split in costs for the distribution system. 

 Response:  Those values are found on figure 3 of the cost-of-service study.  These 

percentages are a product of the collaborative process identified in Item 10 above. 

WITNESSES: Samuel Petty  
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59.  Referring to Figure 3 in the COSS, does “repairs and maint" and “repair and 

maint plant” include all Pikeville distribution/transmission system or just that portion directly 

related to serving MWD? Explain the difference in the two categories. Breakdown what is 

included in each. 

 Response:  The totals in figure 3 include all for inside water, not just those service 

MWD.  Refer to Item 31d of the Commission’s second request for difference between categories.  

For detail, refer to Item 4 of the Commission’s initial request for information accounts 

210.10.630.00 and 210.10.630.09 for 2017 general ledger detail pages 623-625 of pages 637 of 

the general ledger. 

WITNESSES:  Tonya Taylor  
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60.  Please explain in detail the difference, if any, of operation and maintenance 

expenses between inside city, outside city and wholesale customers. 

 Response:  The O&M expenses for inside city and outside city are simply coded to 

different accounts.  The City does not have a separate code for wholesale customers. 

WITNESSES:  Tonya Taylor   
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61.  What are the allocation factors used in the COSS that reflect the AWWA 

ratemaking process? What data did Mr. Petty use to develop his allocation factors? 

 Response:  Mr. Petty’s report was not intended to be a comprehensive AWWA M-1 

analysis, but one that presents a debt service coverage revenue requirement with a reasonable 

approach for distributing the revenue requirement to MWD based on available data.  The 

allocation factors were determined by the collaborative process described in Item 10 above. 

WITNESSES: Samuel Petty  
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62.  Please explain why the City of Pikeville did not use the General Ledger to 

allocate expenses into functional costs categories consistent with NARUC and AWWA 

guidelines. (AWWA M-1, 6th Edition, page 342). 

 Response:  Functional costs are combined into two categories, water treatment and 

distribution.  Water treatment includes source supply, treatment process and pumping.  

Distribution includes lines, booster stations and tanks.  Pikeville does not have data that would 

supports the difference between transmission mains and distribution lines.  Transmission mains 

are generally designed to meet 30 – 50 year projected demands due to growth.  Since MWD has 

a much larger service area than Pikeville, future demands for MWD could be much greater than 

those of Pikeville.   

WITNESSES: Samuel Petty  
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63.  In the COSS there are 26 expense items in Figure 3 that are not “allocated to 

functional cost of service”. Explain the lack of functionalization and, given the resultant inability 

to identify costs based on their operational function, explain the basis and support for allocating 

those expenses across the three groups, WTP, distribution and administrative. 

 Response:  The three categories are used to develop the revenue requirement and to 

distribute the revenue requirement to MWD. 

WITNESSES: Samuel Petty  
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64.  Why was depreciation allocated 100 percent to “variable" and not functionalized 

into cost categories to ensure depreciation derived from capital associated with customer costs or 

fire protection was not allocated to wholesale customers? 

 Response:  Depreciation is for the water treatment plant and distribution system. 100 

percent is allocated to variable because all items in the depreciation support the treatment and 

distribution of water.  Fire flow is not considered because the line capacity for fire flow is also 

being used for flushing which benefits WMD. 

WITNESSES:  Samuel Petty  
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65.  In the COSS, $1,016,455 in distribution system variable costs in Figure 3 

becomes $1,028,645 in Figure 6. Additionally, $741,522 in water treatment plant variable costs 

becomes $727,948 in Figure 6. Why are the variable costs inconsistent? 

 Response:  Even when interchanging the numbers, there is no change in the proposed 

rate. 

WITNESSES: Samuel Petty  
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66.  Figure 6 of the COS study by Rate Studies shows a functionalization of costs that 

the analyst says have been previously “allocated” to the three main categories of administration, 

water treatment and distribution (pg 3). The analyst uses “percentages as determined by the 

City’s staff and UMG staff" to sort the “allocated” costs back into functional cost categories. 

a. Provide the spreadsheets, work products and basis for the functionalization 

percentages in Figure 6 (pg 8). 

b. Confirm the analyst functionalized allocated costs rather than allocated 

functionalized costs as generally accepted by AWWA. 

 Response:  There are no underlying spreadsheets or work product for the percentage 

is given in the report.  Each item was discussed and a percentage was determined based on staff 

knowledge of each category, which is the collaborative process identified in Item 10 above. 

WITNESSES:   



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

67.  If the purpose of the COSS was to “...determine a fair water rate for the Mountain 

Water District...”, why is the rate proposed for MWD different from the rate proposed for 

Southern Water District? Explain all differences in allocations of costs and facilities to determine 

the different rates. Provide the COSS used to set the rate for Southern Water District. 

 Response:  Pikeville initially retained RateStudies to prepare cost-of-service studies 

for all of Pikeville’s water and sewer operations.  The initial COSS prepared by RateStudies 

followed the methodology identified in the American Water Works M54 manual, and it included 

proposed rates for both Southern Water and Sewer District and Mountain Water District.  When 

Pikeville presented Mountain Water District with the initial COSS, Mountain Water District 

suggested that the AWWA’s M54 methodology was somehow flawed. Rather than fighting over 

the reasonableness of rates determined by the M54 methodology with MWD, Pikeville requested 

that RateStudies complete another cost-of-service study specifically for Mountain Water District 

based on the Debt Service Coverage methodology commonly used by Commission Staff for its 

staff reports.  Southern Water and Sewer District did not object to the initial COSS results.  New 

wholesale water rates to Southern Water and Sewer District were already effective at the time 

RateStudies completed its second COSS, and therefore, it was unnecessary to include Southern 

Water and Sewer District in the second COSS.  Please refer to response to Item 13 above for a 

copy of the initial COSS. 

WITNESSES:   Samuel Petty  
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68.  Please provide a breakdown of the total costs for “repairs and maint" and “repair 

and maint plant" expense for 2017, as set forth in Figure 3 on page 4 of the COSS. In addition, 

also provide any other sub-categories, such as outside water operating maintenance expenses, or 

other categories in which you break down the cost of operations, so all sub-categories can be 

reconciled to your total operating and maintenance expenses. 

 Response:  The breakdown for 2017 can be found on pages 623-625 of pages 637 of 

the general ledger for inside water. 

 The following table shows outside water operating maintenance expenses. 

 

WITNESSES:  Tonya Taylor  

Bank Charges 1,096

Prov. For Bad Debt 404

Dues 850

Freight/Postage 1,349

Ins. Vehicle 1,851

Ins General Liability 8,005

Office Supplies 2,489

Public Works Water 509,145

UT Monthly Billing 2,058

UMG Services 2,381

Purchase Software 1,844

Water Plant Cost 47,927

Repairs & Maint 5,078

Repair & Maint Plant 9,083

Electric 75,542

City Utilities 1,276

Workers Comp 74

Salaries & Wages 5,946

Payroll Tax 455

Employee Benefit Ins 2,113

Pension Matching 1,014

Unemployment Tax 35
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69.  Include detailed monthly invoices for the entire test year for payments made to 

UMG Services as it related to the complete municipal water utility, regardless of the divisions, 

“Water” and “Outside Water”. 

 Response:  See attached. 

WITNESSES: Tonya Taylor 
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FLUS HING ·EST ...,......_ _________ _ 
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)509315800 P.01 / 01 

TRAN__j)ACTION REPORT 
~ MAR/01/2017/WED 01:02 PM 

'AX(TX) _ 
_ I!_ DATE STAR!_T. RECEIVER ]~OM-:-Ti"ME PAGE TYPE / NOTE·--

001 MAR / 0 1 Ol:02PM ~445117 0:00:24 1 MEMORY OK -- - --------- - --

·-··--~--------------WATER DEPARTMENT__,,,_ 

MASfER WATER READINGS 

DAiE: 3 -I_ -17 
i--~--~---..,._--,-~·-·-··-·-·-·~-·----·~---..__. 

AQCOUNJ 
NUMBER LOCATION PRES!:NT 

SAN DY VA!..LEY-Plfcevllle 

54-9966200·0 

54-9909400·0 
"" '"'~----------.. 

54.99·f1500 ·0 
f-----------------~-

ISLAND CRE:EK 

54-9928000·0 MUD CREEK-southern Wt. 

54-991 1800·0 !St.AND CK. TRAILER PK. 

54 -9911900-0 HURRICM~E CREEK 

54·9912000·0 PIKE FLOYD-Southern 

54-9900100·0 COWPEN·Mt. Wa'ter 

TOTAL 
" 

... h~ETER READER i"fiITTIALS:- '?i-1" /Vt, ... , ...... · -~--.. ----- · ----- _,,_,_ -... ·--·-·----·- - ..... 

FLUSHING · EST 

LEAKS ·EST 

TOTA i f.lll l I f"\ ~JQ 

DON'T alLL 



)509315800 P.01/01 

TR~SACT I O N REP ORT 
APR/03/2017 / MON 02:10 PM 

f AX(TX) 
~--'-r--~-..-----

-*-+-D_A_T E.,--.t-s_T _A R_T_ T_ .--1-R E_c_s I __ v_E_R ------~ COM • TIME PAG 3 Ty PE_/ N_O_T E------- ----t--1 
001 APR / 03 02:09PM 43 7 5 1 36 --.-:.J 0 : 00 : 46 l MEMORY OK 

,,~.,.~~~,..,.... ... ~~.~_,,__,,. ~,,___.-~,~ ~.........,._ 

WATER DEPARTMENT 
MASTER WATER READINGS 

DATE: J{ ·~]:: I 7 
.,......_~._,..,.,,,........,_,_~"'4'o,.........,,..,.,.~---

ACCOUNT 
NUMBER LOCATION 

SANDY VAlLEY·PfkevlHe DON'T BILL 

54 -9966200·0 TOWN MOUNTAIN 

: 
;.· .:' 

54.9909400:0 

54-9911500·0 ISLAND CREEK 

54-9928000·0 MUD CREEK-Southern Wt. 

'-1. E 54 -9814600·0 COON BRANCH . 

~ ---~- ··- -- -s. -=99~000=0- 'S0!.1i'HivfA-YO rr<:A.1L:- - - - - · • 

\{) 54·9925500·0 HOOPWOOO HOLLOW 
·---~------ -~-~---i-

54-9911800·0 ISLAND CK. TRAILER PK. 

54-9911900·0 HURRlCM4E'. CREEK 

54-9912000·0 PIKE FLOYD-Southern 

54-9900100·0 COWPENYML Wa ter 
...i::. 
~ TOTAL 

--~ -······ ·-· MET~R RE;ADER INITIALS:- .. -m4------·------~----~-~-----=--=----_-_ ....... _ ...... _-__ -_-__ -_-__ ::.--... -... -. __ ....... ___ -__ -. __ 
,,. 

FLUS HING · ESi 

LEAKS · EST 

rorAL GAL.LONS 



1509315800 P . 01 / 01 

TR NSACTION REPORT 
MAY/01/2017/MON 02 : 53 PM 

' AX (TX 
=If. D~TEJSTAR!_T. RECBIVER £ OM.TIME PAGE TYPE / NOTE ==----- F ILE 

~~ MAY /~l 02: 52PM ~~~~~-----__ ~: 00 : 24 l MEMOR! _ _ _ ~~-- SG3 5161 

. ·· ·- . ...... _.,,,, .. -.. 

. ,.--. ... -~~ ... _...~,.a~ ......... ~~--·-----....,_-------w:--.-.....__....~--~~,...,.....,. 

WATER DEPARTMENI 
MASTER WATER READINGS 

DATE: fC .... /_;_ / 7 
~-~-----------~-----------~-------~----------~--~~----~~~ A.QCQUNT 

NUMElER 1-.0CATION PRESENT PREVIOUS 

SANDY VA.Lt.J~Y·Plkevifle 

54-9966200·0 TOWN MOUNTAIN 

54 -9909400·0 CHLOE ROAD 
i...·--,..--,,_-~ ... ·--

54·99 i 1500·0 ISLAND CREEK .......,.,.._ __ ,_ 

54-9928000-0 MUD CREEK-Southern Wt. 

54·9 914600·0 COOM SF(ANCH 

-~. 

"' 54·9925500 ·0 
_..,..._._~ 

54-9911800·0 ISLAND CK. TRAILER PK. 

54-991 1900-0 HURRICM~E CREEK 

54.9912000.0 PIKE FLOY.D·So uthern 

54-9900i 00·0 COWPEN ·Mt. Water 

FLUSHING - EST 

LEAKS - EST 

TOTAL GALLONS 



>09937XOO 

r R~SACT I ON 
P.01/01 

RE POR T 
JUN/01/2017 / THU 01:31 PM 

\ X (T X ) 
, DATE START ~. RECE~VBR COM.TIME PAGE TYPB / NOTE FI LE 
001 J UN / Cl 0 1 :30PM 4445117 0 : 00 : 24 1 MEMORY OK SG3 0083 

--~-~---'-~~...J-~-'--~~~-~-~~~~~---' 

• 
0 0 0 · - . ..... -- M - • 

.•. ~ .. ~~._.......,~ ... _-----~-~--
WATER Dt:PARTMENT 

MASTER. WATER READINGS 

DATE: 6-/-17 
--

LOCATION PRESENT 

SANDY VALLEY·Pl)<evllla 

54-9966200·0 TOWN MOUNTAIN 

54-9909400·0 CHLOE ROAD 

~~ ISLANO CREEK 

54-9Q28000-0 MUD CR!:E:K·South ~rn Wt. 

54·9914600 ·0 COON 6RANCH 

54 ·9925500 ·0 HOOPWOOD HOLLOW 
----~- .,=>;-~·-

54.9911aoo.o ISLAND Cl<. TRA[LERPK. 

54-991 1900-0 HURRICANE CREEK 
. ' -~· -. ...__..., ... 

/ 
,• .' 

54·9912000·0 PIKE FLOYD-Southern 

54·9900100·0 COWPEN-Mt. Water 

· ·--- METER READER 1~1fiAis:·--t5----Cf$·~-- --·-------·--- · - ··-···---- - ·-· -· ·····: ·· --. 

FLUSHING . e:sr 

LEAKS· EST 

TOTAL OAl..LOt-.S 



~ ·------ - - ---- --· ··· - --L- .. -·-· • •-• ·- - - •• --- -- - ·- - - -- •• - ·-- --.;;_.:_- ·-;:;:.i~----- -----· -·- - -- - --·-·--- ---. -· -·- ·- ------- -·------- ·-·-- -

~·------·-·-··~·--·~---- _ ___:._.~-·-----~-~~ 
WATER DEPARTMENT 

MASTER WATER READINGS 

DATE: 7 ·<3__:J 7 __ 
ACCOUNT 
NUMBER 

---~--- ·------~--

LOCATION 

SANDY VALLEY·P lf<evllle 

54-9966200·0 TOWN MOUNTAIN 

54 ·9928000-0 

54-9914600-0 COON BRANCH 

6 4-9911800-0 ISLAND CK. TRAILER PK. 

54-9911900·0 HURRICANE CREEK 

54-9912000 -0 PIKE FLOYD-Southern 

54-9900100-0 COWPnJ-Mt. Water 

TOTAL 

FLUSHl~IG · EST 

LEAKS ·EST 

TOTAL GALL.O MS 

--- --.. 

USAGE 



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

70.  Provide sufficient functionalization of “Public Works Water” and 

“UMG...Services" to ensure salary and benefits to the AWWA functional categories, or, at the 

very least, the three groups, WTP, distribution and administrative. 

 Response:  The account for “UMG…Services” is not applicable to salary and 

benefits.  The “Public Works Water” account is the monthly contract amount for water services 

for Utility Management group.  The assignment of allocated percentages of those amounts was 

derived from the collaborative process described in Item 10 above. 

WITNESSES:  Samuel Petty; Grondall Potter; Tonya Taylor  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

71.  If the Debt Service Coverage Ratio method is to be used for calculating revenue 

requirements, provide details of “Public Works Water" and “UMG...Services" sufficient to 

determine total recurring operation and maintenance expense, as per AWWA M-l, 6th Edition, 

pg 340. 

 Response:  A description of “Public Works Water" and “UMG...Services" is 

contained in response to Item 54(a) above.  As those are contractual expenses paid by Pikeville, 

they are by nature “recurring.”  

WITNESSES:   Samuel Petty; Tonya Taylor  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

72.  Please indicate whether the expenses listed in Figure 3 of the COSS are test year 

expenses as audited or if they include any pro forma changes. If pro forma changes are included, 

provide two lists of expenses, test year and pro forma as well as description for any included 

adjustment made to the test year numbers. 

 Response:  The expenses in Figure 3 did not include pro forma changes, but they 

erroneously included the expenses for FY 2018 instead of FY 2017. A revised version is being 

provided in response to Item 16(c) of the Commission’s second request for information. 

WITNESSES:   Samuel Petty  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

73.  The rate analyst states on page 6 of the COSS that “Fixed costs are those cost[s] 

unrelated to the treatment and distribution of water.” Is there infrastructure included in the fixed 

costs that is not directly related to production and distribution of water? Is debt associated with 

such infrastructure included in wholesale allocation? Additionally, please identify the items of 

rate base that are unrelated to the treatment and distribution of water and identify the annual 

depreciation associated with those items of rate base. 

 Response:  No, there is no infrastructure included in fixed costs that are directly 

related to production and distribution of water.  Fixed and variable cost can be found on page 7, 

figure 5 of the February 5, 2019, study. 

WITNESSES:  Samuel Petty  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

74.  If any of the mechanisms upon which the income was earned or realized were 

reserves or interest-bearing certificates of deposit funded in whole or in part by revenues from 

MWD, provide details on those reserves sufficient to determine the portion of the income that is 

relevant to MWD rate calculation. 

 Response:  Refer to Item 36 above.  To the extent that there may be interest income, it 

is a relatively small amount and would not impact the recommendation of the report.   

WITNESSES: Samuel Petty  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

75.  If any of the mechanisms upon which the income was earned or realized were 

from rentals or leases on property or equipment paid for in whole or in part by revenues from 

MWD, provide details on those assets sufficient to determine the portion of income that is 

relevant to MWD rate calculation. 

 Response:  Pikeville does not realize income from rentals or leases on property for 

water. 

WITNESSES:  Tonya Taylor  



CASE NO. 2019-00080 

CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES 

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS 

 

76.  If any of the mechanisms upon which the income was earned or realized were 

from rentals or leases, for or related to, antenna placement on tanks paid for in whole or in part 

by revenues from MWD, provide details on those assets sufficient to determine the portion of 

income that is relevant to MWD rate calculation. 

 Response:  Pikeville does not have income from antennas placed on tanks. 

WITNESSES:  Tonya Taylor 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

In the Matter of: 

Proposed Adjustment of the Wholesale 
Water Service Rates of the City of Pikeville 
To Mountain Water District 

) 
) 
) 

Case No. 2019-00080 

CERTIFICATION OF RESPONSES TO INFORMATION REQUESTS 

This is to certify that I have supervised the preparation of the City of Pikeville's 

responses to the Commission Staffs second request for information and Mountain Water 

District's first request for information and that the responses are true and accurate to the best of 

my knowledge, information, and belief after reasonable inquiry. 


