CAske 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



CAske 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:



CAske 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



CAske 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



CAske 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



CAske 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



CAske 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



CAske 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



CAske 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



CAske No. 2019-00080
CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES
RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS

UMG Meter Readings



WATER DEPARTMENT
MASTER WATER READINGS

paTe: 1-29-20(0

ACCOUNT
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509315800

TRANSACTION REPORT

P.01/01

WSEP/01/2016/THU 02:26 PM

AX(TX)
# |DATE |START T.|RECEIVER lcoM, TIME|PAGE[TYPE/NOTE FILE
001 SEP/01| 02:26PM| 4370540 % Wo:00:36] 2 |MEMORY _ OK SG3 3404
WATER DEPARTMENT
MASTER WATER READINGS
DATE: ?“ Z- Zé
ACCOUNT ' -
__ NUMBER LOGATION PRESENT | PREVIOUS USAGE AMOUNT
q
DON'T BIL

SANDY VALLEY-Pikeville
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54-9925500-0
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09315800
FRA?SACTION REPORT

AX (TX

[COM,TIME |PAGE|T

YPE/NOTE

P.,0O

0CT/03/2016/MON 11:59 AM
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[F1is]

# DATE START T. |RECEIVER
001[0CT/03| 11:58AM|4324747 - " | v:c0:54] 1 |MEMORY _ 0K ECM[3699]
WATER DEPARTMENT
MASTER WATER READINGS
DATE; HZ" Z—JL
ACCOUNT ' ' -
NUMBER LOCATION PRESENT | PREVIOUS __USAGE AMOUNT
SANDY VALLEY-Plkevia 35/é&?52?:78’73 1373 b {a BILL

54-9986200-¢ [TOWN MOUNTAIN

(e30

...54-9508400-0  |CHLOE ROAD
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509315800

TRANSACTION REPORT

AX(T)M/

r.vi/jvi

NOV/01/2016/TUE 01:49 PM

# |BATE |START T. |RECEIVER COM.TIME|PAGE|TYPE/NOTE FILE
001 |NOV/01| 01:4B8PM 4324747 S 0:00:54| 1 |MEMORY  OK ~ ECM|4076

| WATER DEPARTMENT

' MASTER WATER READINGS

pate_ ||~ |~ b
ACCOUNT |
| NUMEER LOCATION PRESENT | PREVIQUS | USAGE | AMOUNT
; s
SANDY VALLEY-ikevite |9 (3 pOQ135163S | /19775 pof

54.9966200.0

TOWN MOUNTAIN

Y1 8IA

L30873 18940

54.9909400.-0
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-

 54-9911500.0

ISLAND CREEK _
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MUD CREEK-Southern Wt,
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ACCOUNT

NUMBER LOCATION PRESENT | PREVIOUS | USAGE | AMOUNT
SANDY VALLEY-Pikevila | 3T(,1 3| 3&3&00 /253 BT R
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54-.9911800-C

ISLAND CK. TRAILER PK. n

f WATER DEPARTMENT
MASTER WATER READINGS
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509315800

PﬁiNSACTION REPORT

P.01/01

FEB/01/2017/WED 01:12 PM

AX (\rx)
WAL EoK. FINE] FacE[ryea/Hons Fiii]
001 |FEB/01| 01:12PM[4445117 0:00:24| 1 |MEMORY  OK SG3[4587
WATER DEPARTMENT
MASTER WATER READINGS
oare: 2111
ACCOUNT
NUMBER LOGATION _PRESENT | PREVIOUS | _USAGE AMOLJNIF
SANDY VALLEY-Pikeville "IOS,LM 2‘]0‘“"{/725' DONTBILL

54-9966200.0  |TOWN MOUNTAIN {705’0 W L48IN4 /73‘/-

_ 54.9309400.0 _|CHLOE ROAD ’Il&gg G185 2103
54-9911500.0_ |ISLAND CREEK (4 520lGos 1103433
54-9928000-0  |MUD CREEK-Southern Wt [;mqq ME339 | /£3S7

| 54.9914600-0  |COON BRANGCH WHo ly0k | Z00 .

84198130000 - - |souTHMavOTRAIL- - -~ [LOOY - | 040} B -3 -
54-9925500-0 _ |HOOPWOOD HOLLOW ‘5:23:9 "Tl..SL,,.__Z? o P
54.9911800.0  |ISLAND CK. TRAILER PK. | O{DY 2 083 63, | 80
$4.9911900.0 |HURRICANE GREEK 30?03[#}‘(15_'133 /S?g

54-9912000-0 _|PIKE FLOYD-Sauthern L!}ﬂ | M8 | /492
§4-9900100-0 |COWPEN-ML Water ,1,.(,;’73‘} 265020 | A4
TOTAL 5 ) '700

o :“";l Y

K d"‘."' ‘)x%ﬁ%h

__._W.”. § s R

“IMETER READER IN[TIALS:

FLUSHING - EST

LEAKS - EST

TOTAL. GALLONS

A S T T A T R

RIS




509315800

- ~a I

P.0O

1/01

TRANSACTION REPORT .
, MAR/01/2017/WED 01:02 PM
'AX(TX) s
# DATE START T.|RECEIVER JCOM.TI?‘IE PAGE [TYPE/NOTE FILBI
001 |MAR/O1| 01: ozpuhusn? _‘:J___o:oo:u 1 |MEMORY 0K SG3)4739]
WATER DEPARTMENT ‘
MASTER WATER READINGS
oate: 2 ~[~/7
~TACCOUNT '
NUMBER LOCATION PRESENT | PREVIOUS USAGE AMOUNT
e 3077
SANDY VALLEY-Pikeville ‘([?02%&20 | /“?9 DON'T BILL

54-9566200-0

TOWN MOUNTAIN

Y2 3204103017

15617

. 5499094000 _

CHLOE ROAD

54.9911500-C

ISLAND CREEK

———

54-9928000-0

MUD CREEK-Southern Wt

T

q-uﬂéwa
13591 _

28114

73241 1'11288

1967 |

.

2909 |

/00?4

54-8514800-0

COOM BRANCH

Wep 2 [/1406

Wal/,

T 8479913000:0

SQUTH MAYD TRAIL "

He7&1

20045

54.90255000

HOOPWOOD HOLLOW

(5304112235

L3

5

54-9911800-0

ISLAND CK. TRAILER PK,

0l1o3

9042

2/
/43

Bt

54-5911500-0

HURRICANE CREEK

03§% 20704

/413

54-9912000-0

PIKE FLOYD-Southern

Y6278Y2:9]

;é%

54.5900100-0

COWPEN.-Mt, Water

2 70}4&3@7&351
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P.01/01

54-9911800-0

ISLAND CK. TRAILER PK.

1392801205

1509315800
TR]NSACTION REPORT
APR/03/2017/MON 02:10 PM
TAX(TX) o
# |[DATE |START T.|RECEIVER [COM.TIME|PAGE [TYPE/NOTE B FILE]
001 |APR/D3 02:09PM | 4375136 I L 0:00:46 1 MEMORY 0K G3 498‘!J
" WATER DEPARTMENT
MASTER WATER READINGS
pate: H =3~ 7
KCCOUNT '
NUMBER LOCATION PRESENT | PREVIOUS | USAGE | AMOUNT
| 7077
oy SANDY VALLEY-Pikevite |1 2/89% W73 /5?5C1 DON'T BILL
‘ T
54.9966200-0_(TOWN MOUNTAIN 7‘/27%795‘7/7 /92 ’7/
54aégo§4po-‘o _ |CHLOE ROAD . Z[/ﬂj 13256 1703
54-9911500-0 _ [ISLAND CREEK 7!]/0 b 7% 368 | M__M__#;{'J
54-9328000-0  |MUD CREEK-Southern Wi, A?ZZT ]353/8 //5///
54-9914500.0  |COON BRANCH I .g 44_[_/_@09 242 ~
— {8488 13000:0—|SOUTHMAYD TRt -~ ——| P U GEA L FED 2D 2 W —
54.9925500.0__|noopwoon HioLlow | [§ | _1_5395 75 I

IMET

St AR

54-9911900-0  |HURRICANE CREEK 710224979594 /73) j
54-9912000-0  |PIKE FLDYD-SouI;harn _?gﬁ_ ’/éa'?;?j' L’[ ”L/ |
54.9900100-0  |COWPEN-Mt, Water 27 7HV 70340 2771

|  ToTAL 55300

ER READER INITIALS_ ';/%///“ T
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LEAKS - EST
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1509315800 P.01/01

TRQQ?ACTION REPORT
MAY/01/2017/MON 02:53 PM

'AX (TX)

# DATE START T.|RECEIVER COM.TIME |PAGE [ TYPE/NOTE FILE

_,ggl MAY/O01 02:52P_M__E4i_5117 - 0:00:24 1 MEMORY 0K SG3 (5161
WATER DEPARTMENT

MASTER WATER READINGS

DATE: _(r- /'“/7

ACCOUNTY _ ' .
NUMBER LOCATION PRESENT | PREVIOUS USAGE AMOUNT |

SANDY VALLEY-Pikevills £/[£72_£e43 Y388 | D N78| odT siL
54-9956200-0  [TOWN MOUNTANN 7/77:9?772?35; 16234
| 54.9900400.0 |CHLOEROAD 7702 75 158 | Jbb"1 |

54-9911500-0 _[ISLAND CREEK 5 oY ¥ J110 &33 o0
" naumaooia_ i enmskssmmwe, | 57/94 11975 T

54-8914800-0  [COON BRANCH [ 2044/ IZ‘/L/ 200

—5429813000-0° * ~|SOUTHMAYOTRAIL % 4—8’—!}’7—7
| 54:99255000__|HOOPWOOD HOLLOW 1 fr @2 15384 78 |
5499118000 [ISLAND CK. TRAILER PK. Q) ) £29 1382 | [H7 :
5499119000 |HURRICANE CREEK }f//éf 210375 /736 | N
54-9912000-0  |PIKE FLOYD-Sauthern /27'?// 50333' 52 ’qr] ]
54.9900100-0  |COWPEN-ML Water 27/}4? 7311, o?é»ﬁ
| TOTAL 94550

"TIMETER READER‘?L‘JTT‘TK"CS}"f,/b”?;;/f/( T T
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309937X00 p.01/01

rgkNSACTION REPORT
JUN/O01/2017/THU 01:31 PM

AX (TX)
# DATE START T. ]RECEIVER COH.TIHE} PAGE |TYPE/NOTE FILE
001 |JUN/O1 Dl:!ﬂ?Ml&l'ﬂﬁll? 0:00:24 1 |MEMORY OK 5630083
1]
WATER DEPARTMENT

MASTER WATER READINGS

DATE: é"/ﬂl?
ACCOUNT

NUMBER LOCATION PRESENT | PREVIOUS USAGCE AMOU;I__

SANDY VALLEY-pikovite | SoIA 1] :\%?Jéﬂ 123961 | on-tai
54-99652000  |TOWN MOUNTAIN 776500759209 | 729/

54.9909400-0  [CHLOE ROAD 78 %18' 7 7/ AL f303 S
54-9911500-0  [ISLAND CREEK 78772 [ 75048 2724
54.9328000.0 |MUD CREEK-Sauthern we, | /32061157198 11010

.‘if G 54-0914600-0__|COON BRANGH [29%7 12044 | (63
N e 913000:0— souwwmwmt———#gg—'?-1—3‘;‘?é{—--%é-—-———————
N 54.9925500.0 _[HOOPWOOD HOLLOW 145 73 |/84672 | )\ ‘ " R
N _
¥
5
S

54.99118000 /ISLAND CK. TRAILERPK. (0 [ 7 fr;‘ /1529 | /83
54-9811900-0  |HURRICANE CREEK 313L35 |2 1) 74 Ij ¥ p
54-9912000-0  |PIKE FLOYD-Southern L2030 |5 2676 | 243)

54.09001000 |COWPENML Water 7805 ’Q‘Z—@L ,;Zég "
TOTAL 5083
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—_

< “WATER DEPARTMENT
MASTER WATER READINGS
oaTE: /737
ACCOUNT
NUMBER [LOCATION PRESENT PREVIOUS USAGE AMOUNT

SANOY VALLEY-Pikeville

| 54-9966200.0
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CAske 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



CAske 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



CAske 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



CAske 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



CAske 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
Residential
Commercial
Public Authority
Multifamily
Multifamily Commercial
Mountain Water
Southern Water

Inside City Limits Wastewater Customers
Car Wash
Residential
Commercial
Public Authority
Multifamily
Multifamily Commercial
Marions Branch Commercial
Marions Branch Flat Rate

Page 4

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

Outside City Limits Wastewater Customers
County Residential
County Commercial
County Public Authority
Marions Branch Residential
Marions Branch Commercial
Marions Branch Flat Rate
Mossy Bottom Residential
Mossy Bottom Commercial
Mossy Bottom Public Authority
Mossy Bottom Multifamily



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.

Page 5



Inside Water Customers vs Revenue
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Inside Wastewater Customers vs Revenue
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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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Inside Water - Five Year Capital Improvement Plan

Page 10

Fiscal Year 2018 (July 1, 2017 - June 30, 2018)
] Life Annual
Projects Cost Cash Loan Grant | years 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
Fiscal Year 2019 (July 1, 2018 - June 30, 2019)
] Life Annual
Projects Cost Cash Loan Grant Years | 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
Fiscal Year 2020 (July 1, 2019 - June 30, 2020)
] Life Annual
Projects Cost Cash Loan Grant Years | 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
Fiscal Year 2021 (July 1, 2020 - June 30, 2021)
] Life Annual
Projects Cost Cash Loan Grant Years | 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
Fiscal Year 2022 (July 1, 2021 - June 30, 2022)
] Life Annual
Projects Cost Cash Loan Grant Years | 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




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

Lif A |
Projects Cost Cash Loan Grant Yela(res Dep:eI:::jaati on
Radio Read Meters $265,650 $265,650 15 $17,710
TOTAL $265,650 $0 $265,650 $0 $17,710
Fiscal Year 2019 (July 1,2018 - June 30, 2019)
Lif A |
Projects Cost Cash Loan Grant Yela(:s Deprr:er::?aati on
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
Fiscal Year 2020 (July 1,2019 - June 30, 2020)
Lif A |
Projects Cost Cash Loan Grant Yela(:s D eprr:er::?:ti on
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 | $375000 | | $20,350
Fiscal Year 2021 (July 1, 2020 - June 30, 2021)
] Life Annual
Projects Cost Cash Loan Grant Years| 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
Fiscal Year 2022 (July 1,2021 - June 30, 2022)
Lif A |
Projects Cost Cash Loan Grant Yela(ras Deprllg?;ci on
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
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Inside Wastewater - Five Year Capital Inprovement Plan

Fiscal Year 2018 (July 1, 2017 - June 30, 2018)
Lif A I
Projects Cost Cash Loan Grant Ye:s Deprr:er::lij;ion
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
Fiscal Year 2019 (July 1, 2018 - June 30, 2019)
Lif A I
Projects Cost Cash Loan Grant Yela(:s Depllr::li‘aati on
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
Fiscal Year 2020 (July 1, 2019 - June 30, 2020)
. Life Annual
Projects Cost Cash Loan Grant Years| 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
Fiscal Year 2021 (July 1, 2020 - June 30, 2021)
Projects Cost Cash Loan Grant Life Anm.lal.
Years| 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
Fiscal Year 2022 (July 1, 2021 - June 30, 2022)
. Life Annual
Projects Cost Cash Loan Grant Years| 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 §
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Outside Wastewater - Five Year Capital Inprovement Plan
Fiscal Year 2018 (July 1, 2017 - June 30, 2018)

Life Annual

Projects Cost Cash Loan Grant Other Years| 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

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

Life Annual

Projects Cost Cash Loan Grant Other Years| 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

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

Life Annual

Projects Cost Cash Loan Grant Other |yoars 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

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

Life Annual

Projects Cost Cash Loan Grant Other Y .
ears| 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

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

Life Annual

Projects Cost Cash Loan Grant Other Years| 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
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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 0-2017-19
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 lines,
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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Inside Water Depreciation

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
Inside Water Depreciation
600,000
500,000
400,000
300,000
200,000
100,000
0
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Outside Water Depreciation
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
Outside Water Depreciation
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80,000
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40,000
20,000
0
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Figure 7
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Inside Wastewater Depreciation

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
Inside Wastewater Depreciation
$1,000,000
$800,000
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$400,000
$200,000 I F
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Outside Wastewater Depreciation
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
$300,000 Outside Wastewater Depreciation
$200,000
$100,000
$0
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
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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Inside Water Debt Service

Refinancing 2012C Marion's Branch 80% Wt. Radio Read Meters Total
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
20171 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
20191 140,000 | 11,963 | 151,963 2019 39,600 | 55,670 | 95,270 20191 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 20201 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 | 13,542 169,042 | ]2021| 242,500 | 73,507 | 316,007
2022] 145,000 | 3,169 | 148,169 2022 | 43,200 52,875 | 96,075 20221 55,500 | 12,155 | 67,655 | |2022| 243,700 | 68,198 | 311,898
Inside Water Debt Service
$400,000
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Outside Water Debt Service

Refinancing SV & MB 2012B Combined Wt. & Sw. North Sandy Valley Line Replacement
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 | 15423 | 8,632 24,055

Radio Read Meters

Principal | Interest | Total

2012

2013

2014

2015

2016

2017

2018 2414 | 2414

2019 16,800 | 5,100 [ 21,900

2020 [ 18,000 | 4,752 | 22,752

2021 | 18,000 | 4,392 | 22,392

2022 | 18,000 | 3,942 | 21,942

Total

Principal | Interest Total

2012 0 22,963 | 22,963

2013 | 30,500 | 36,198 66,698

2014 | 25,750 | 34,636 | 60,386

2015 | 26,000 | 34,157 60,157

2016 | 26,500 | 33,627 | 60,127

2017 | 26,750 | 33,052 59,802

2018 | 27,250 | 34,868 | 62,118

2019 | 44,550 | 37,046 81,596

2020 | 60,680 | 45,434 | 106,114

2021 | 63,297 | 43,917 | 107,214

2022 | 64,173 | 42,365 | 106,539

Outside Water Debt Service
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Figure 10
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Inside Wastewater Debt Service

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

Principal | Interest | Total Principal | Interest Total Principal | Interest Total
2016 2,771 2,771 2016 2016
2017 14247 | 14,247 2017 2017
2018 9,700 | 14,138 ( 23,838 2018 125,000 [ 125,000 2018 137,500 | 137,500
2019] 9,900 | 13917 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

$2,500,000 Series Total

Principal | Interest | Total Principal | Interest | Total
2016 2016 0 2,771 2,771
2017 2017 0| 14247 | 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

Inside Wastewater Debt Service
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Outside Wastewater Debt Service

KIA Loan Mossy Bottom Combined Wt & Sw North

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

Marion's Branch 2010S Total - Wastewater

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 75172 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

$250,000 Outside Wastewater Debt Service
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Figure 12
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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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Expense Summary

2016

2013 2014 2015 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
Percent Change % 2% -5% 6% 13% 5% 4% 5% 4%
U o[z 0 DE F’roje 0
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Total 694,044 | 754973 | 786,303 | 761,043 900,795| 688,638 | 741,676| 771,776 | 811,540 | 854,233
Percent Change 9% 4% -3% 18% -24% 8% 4% 5% 5%
ge aste DE P’roje 0
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%
U of astewate Dense - Projectio
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Total 285,814 | 344,632 | 376,827 | 374374 | 406,075 518,190 | 471,719 | 643,876 665,009 [ 696,794
Percent Change 21% 9% -1% 8% 28% 9% 36% 3% 5%
Figure 13
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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 @ 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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Revenue Requirement - 2017

Cost Fixed Variable

Administration $119,758 | 100% $119,758 0% $0
Water Treatment Plant $773926| 6% $43,783 94% $730,143
Distribution System $1,115966 | 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

Inside Water Usage Analysis

Total Inside Usage

Water Usage
MGY

930

Water Usage| Percent
MGY Usage
Mountain Wt. 463 50%
Southern Wt. 156 17%
Total Wholesale 619 67%

Figure 14
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Percentages of Cost Allocation - 2017

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%
Cost of Services - 2017
Water Booster Line Service Leak
Treatment | Stations | Maint. Tanks Calls Meters [ Detection | Testing Total Percent
Water Treatment Plant | $ 730,143 | $ - |9 - |5 - |9 - |$ - |8 - |$ - |$ 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%

Figure 15
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Cost Distribution 2017

Cost of Services
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
Percent Distribution
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%
Cost Distribution
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. | $122617 $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
Rate Analysis 2017
Wholesale Revenue | CurrentRate| 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
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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 five
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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Inside Water Cash Flow Analysis - No Rate Increases

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
Income Sources
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 2,609,472 | 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
Expenses
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)
Transfers
NetTransfers | (7,854)] (24,337)] 246,010 [ (306,903)| | | |
Capital Financing
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
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) 244647 | (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
Cash Limits
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
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Outside Water Cash Flow Analysis - No Rate Increases

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
Income Sources
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
Expenses
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)
Transfers
NetTransfers | 43992 16964| 6,340 | 1,445 | | |
Capital Financing
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
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
Cash Limits
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
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Inside Wastewater Cash Flow Analysis - No Rate Increases

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
Income Sources
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
Expenses
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
Transfers
Net Transfers | (108,781)] (65,016)] 166,417 | (37,960)| |
Capital Financing
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
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
Cash Limits
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
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Outside Wastewater Cash Flow Analysis - No Rate Increases

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
Income Sources
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
Expenses
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
Transfers
Net Transfers | (141,844)] (129,965)] 84,113 | 2,651 | |
Capital Financing
Loans (58,005)
Grants 91,205 40,692 1,173,722
Total Loans / Grants 33,200 0 0 40,692 0 0 0 0| 1,473,722 0
Capital Expenses
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
Cash Limits
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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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 0-2017-19
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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Inside Water Change in Net Position - No Rate Increases

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Revenue / Income
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
Expenses
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)
Transfers
Net Transfers | (7.854) (24,337)] 246,010 | (306,903)| | | | | |
Grants
Grants | | | 540,000| | |

[ 7369,088]  415,037]

Change in Net Position

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)
2022 Net Position Expenses Income vs Expenses

5,000,000
4,000,000

3,000,000 ——e== ==t

® General Expenses —— < —— "

2,000,000

o |nterest Expense — et ===
Depreciation 1,000,000
0

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
—o—Total Income —o—Total Expenses
Figure 25
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Outside Water Change in Net Position - No Rate Increases
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2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Revenue / Income
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
Expenses
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)
Transfers
Net Transfers | 43992 16964 6340  1445] | | | | |
Grants
Grants | | | | 84,95 i 192,079 | [ 375,000 |
Change in Net Position
Change in Net Position 2,988|  (99,394)[ (159,408)( (77,341)] (126,975)] (148,013)] (218,494) 95,391 (324,683) (361,031)
2022 Net Position Expenses Income vs Expenses
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Inside Wastewater Change in Net Position - No Rate Increases

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Revenue / Income

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

Expenses
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)

Transfers

Net Transfers | (108,781)] (65,016)] 166,417 | (37,960)| | | | | |
Grants
Grants | 698,735 368,341 572407]  996,165[ 104,239 | 8,161,883 | | 200,000
Change in Net Position

Change in Net Position | 472544 | 344423 | 681,714 | 939,538 | (201,842)] (213,607)] 8,132,827 | (270,638)[ (459,027)[ (291,905)
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Outside Wastewater Change in Net Position - No Rate Increases

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Revenue / Income
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
Expenses
General Expenses 285,814 344632 | 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 75172 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)
Transfers
Net Transfers | (141,844)] (129,965)] 84,113 | 2,651 | | | | |
Grants
Grants [ 91,209] | 40,692 ] | | | | 1,173',722|
Change in Net Position
Change in Net Position | (609,083)] 26,0080]  (20,654)] 21,444 (77,280)] (4,67§)| 44,7€2| ) ,201, ,936)|
2022 Net Position Expenses Income vs Expenses
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s =azg==F===
 Interest Expense M”
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Figure 28
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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 0-2017-19 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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Inside Water - No Increases

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

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 248 0.41 4.86 28.79 243 1.1 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)
Outside Water - No Increases
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)
Inside Wastewater - No Increases
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Inc. Less Exp. 296,397 | 432475 | 313,175 | 329,012 | 103437 | 529,294 | 715458 | 733977 | 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

Outside Wastewater - No Increases

Page 46

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 1.57 212
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
Figure 29




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 Wi. 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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Inside Water Cash Flow Analysis - With Rate Increases

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
Income Sources
Charges for Services 1,205,251 | 1,224,422 | 1,234,621 | 1,248544 | 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
Expenses
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 492178 | (874,285)] 566,356 578,863 293,672 26,918 428,345 384,282 345,882 278,916
Transfers
Net Transfers (7.854)]  (24,337)] 246,010 (306,903)|
Capital Financing
Loans 2,400,866 539,350
Grants 1,369,088 415,931 540,000
Total Loans / Grants 0 0 0] 3,769,954 415931 | 1,079,350 0 0 0 0
Capital Expenses
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) 244647 | (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
Cash Limits
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
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Inside Water Change in Net Position - With Rate Increases

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Revenue / Income
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
Expenses
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)
Transfers
Net Transfers | (7,854)] (24,337)] 246,010 [ (306,903)| | | | | |
Grants
Grants | | | | 1,369,088 _ 415,931| 540,000| | | |
Change in Net Position
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)
2022 Net Position Expenses Income vs Expenses
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Debt Service Coverage Ratio (DSCR) Total Income less General Expenses Divided by Debt
Inside Water - With Increases

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Inc. Less Exp. 823,641 | 615511 [ 713743 | 599696 | 499,023 | 279427 | 743102 | 699,162 | 661,888 | 590,814
Debt 331,463 [ 148979 | 146,887 | 20,833 | 205351 | 252,508 | 314,757 | 314,880 | 316,007 | 311,898
DSCR 248 041 4.86 28.79 243 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
Figure 33
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Outside Water Cash Flow Analysis - With Rate Increases

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
Income Sources
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
Expenses
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
Transfers
NetTransfers | 43992 16964| 6,340 | 1,445 | |
Capital Financing
Loans 375,000
Grants 84,955 192,079 375,000
Total Loans / Grants 84,955 192,079 750,000
Capital Expenses
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
Cash Limits
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
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Outside Water Change in Net Position - With Rate Increases

| 2013 [ 2014 [ 2015 | 2016 | 2017 [ 2018 | 2019 | 2020 | 2021 | 2022
Revenue / Income
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
Expenses
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)
Transfers
Net Transfers | 43992 16964 6340  1,445] | | | | |
Grants
Grants | | | | 84,955 192,079| | | 375,000| |
Change in Net Position
Change in Net Position | 2,988 (99,394)] (159,408)]  (77,347)]  (126,979)] 119?2'2'9| 43',748| m| (5?»70'02)| (§1,5§15|
2022 Net Position Expenses Income vs Expenses
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Debt Service Coverage Ratio (DSCR) Total Income less General Expenses Divided by Debt
Outside Water - With Increases

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)
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
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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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Inside Residential Customer Profile - July 2017
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Figure 38
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Inside Multifamily Customer Profile - July 2017
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Inside Multifamily Commercial Customer Profile - July 2017
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Inside Public Authority Customer Profile - July 2017
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Inside City Water Bill Comparison for 5,000 gallons
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Inside City Wastewater Bill Comparison for 5,000 gallons
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2017 Inside Water Rates and Recommended 2019 Increases
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
Figure 43
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Wholesale Rates

Mountain Wt. Rates
2017 Adjusted Water Rates

2019 Adjusted Water Rates

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

Southern Wt. Rates
2017 Adjusted Water Rates

2019 Adjusted Water Rates

Page 65

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 2000  $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



2017 Outside Water Rates and Recommended 2019 Increases

2017 Water Rates 2019 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

Figure 45
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CAske 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 Pump Pressure (PSI) Lat./Long.
Size Rating Static Dynamic
GPM Suction/Discharge Suction/Discharge
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 480v 200 3 Phase | 50 HP 200 43 /225 27 /233 37.446061, -82.560264
Gap/Nightingale
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 | 5HP 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 | 25HP 100 23 /256 20/ 258 37.46069, -82.499236
Chloe 240v 100 3 Phase | 25HP 130 76 /280 65 / 300 37.475559, -82.515521
Ridge/Lovers
Leap
Quail Ridge 240v 100 3 Phase | 7.5HP 200 98 /111 94 /116 37.500027, -82.536525
Chloe/Walters 480v 200 3 Phase | 40 HP 200 76 /191 70/ 196 37.477224,-82.493981
Road
Sandy 240v 200 3 Phase | 25HP 800 105 /108 100/ 115 37.484099, -82.542519
Valley/Bowles
Toler 480v 200 3 Phase | 25 HP 250 45 /140 35/143 37.457735, -82.573505




RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS

CAse No. 2019-00080
CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES

Pikeville Water Storage Tanks — associated with service to Mountain

Name Type Size Height Operating Range Overflow Lat./Long.
Elev.

Bob Billups Glasslined 100,000 gallons 22 10°-18’ * 37.505816, -82.555393
Road Fork #1 Steel 600,000 gallons 40’ 26" - 30 888’ 37.491507, -82.513153
Road Fork #2 Glasslined 1,000,000 gallons 40’ 26’ - 30 888’ 37.491502, -82.513378

Marion’s Glasslined 1,000,000 gallons 70’ N/A 1540’ 37.419651, -82.536977
Branch Tank Range to be
determined
Bob Amos Steel 100,000 gallons 24’ 8 -12 * 37.467011, -82.542143
Cedar Steel 100,000 gallons 48’ 24’ - 30’ * 37.470821, -82.562697
Gap/Nightingale

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 Steel 300,000 gallons 35’ 12’ -30’ 893’ 37.482758, -82.523457
Smith Hill #2 Steel 300,000 gallons 35’ 12’ -30’ 893’ 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 Steel 100,000 gallons 24’ 15’ -16.5’ * 37.471981, -82.504508
Ridge/Lovers
Leap
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




CAske 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.

COST PER BOOSTER

FISCAL YEAR 2017

LOCATION TOTAL COST FOR YEAR
SMILEY FORK S 1,605.10
CEDAR CREEK S 16,797.21
BOB AMOS DRIVE $ 4,886.88
NORTHMONTE $ 2,231.16
HAROLDS BRANCH $ 1,669.44
CHLOE ROAD S 13,091.31
TOWN MTN ROAD S 57,685.76
PEACH ORCHARD S 1,974.80
BOWLES S 4,533.92
FOXCROFT S 3,516.19
QUAIL RIDGE $ 653.64
NIGHTINGALE LANE $ 3,716.76
TOLER $ 28,786.88
CHLOE RIDGE S 3,875.56
TOLLAGE S 1,133.66

WITNESSES: Tonya Taylor; Grondall Potter



CAske 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



CAske 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



CAske 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



CAske 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



CAske 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



CAske 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



CAske 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



CAske 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.

MW Pikeville
Res Meter Total Equiv. Res Meter Total Equiv.
Meter Size Number Equiv. Ratio Resdential Meter Size Number Equiv. Ratic Resdentia
5/8" 5/8" 3,024 3,024
1 1 150 2 300
2 3 8 24 2 121 8 %68
4 4 25 100 4 1" 2 275
6 1 65 65 6 2 65 130
g 1 40 40 8 0 140 g

328 4,657

Percent MWD 7.0%

WITNESSES: Tonya Taylor; Grondall Potter; Samuel Petty



CAske 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



CAske 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



CAske 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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CAske 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



CAske 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



CAske 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



CAske No. 2019-00080
CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES
RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS

ISO Report
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2 ::___‘ = 1000 Bishops Gate Bivd. Ste. 300
E’_;:,_':‘é = Mt. Laurel NJ 08054-5404
5 t 1.800.444.4554 Opt 2

f 1.800.777.3929

April 25, 2016

Mr. Donovan Blackburn, City Manager, Village Manager an
Pikeville ;

243 Main St

Pikeville, Kentucky, 51501

Dear Mr. Donovan Blackburn,

We wish to thank you Mr. Donnie Sloan and Chief Ronald Conn for your cooperation during our
recent Public Protection Classification (PPC) survey. ISO has completed its analysis of the structural

fire suppression delivery system provided in your community. The resulting classification is
indicated above.

If you would lile 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.

ISQ’s Public Protection Classification Program (PPC) plays an important role in the underwriting
process at insurance companies. In fact, most U.S. insurers — including the largest ones — use PPC
information as part of their decision- making when deciding what business to write, coverage’s to
offer or prices to charge for personal or commercial property insurance.

Each insurance company independently determines the premiums it charges its policyholders. The
way an [nsurer uses 15O’s information on public fire protection may depend on several things - the
companf s fire-loss experience, ratemaking methodology, underwriting guidelines, and its
marketing strategy. '

Through ongoing research and loss experience analysis, we identifie_d additional differentiation in
fire loss experience within our PPC program, which resulted in the revised classifications. We based
the differing fire loss experience on the fire suppression capabilities of each community. The new
classifications will improve the predictive value for insurers while benefiting both commercial and
residential property owners. We've published the new classifications as “X” and “¥” — 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 classified as "9.”
» Similarly, a community currently graded as a split 6/8B classification will now be a
split 6/6Y classification, the “6Y” denoting what was formerly classified as “88.”
°»  Communities graded with singie “9” or “8B” classifications will remain intact.
°  Properties over 5 road miles from a recognized fire station would receive a class 10.




PPC is important to communities and fire departments as well. Communities whose PPC improves
may get lower Insurance prices. PPC also provides fire departments with a valuable benchmark, and
is used by many departments as a valuable tool when planning, budgeting and justifying fire
protection improvements. '

ISO appreciates the high level of caaperation extended by lacal afficials during the entire PPC
survey process. The community protection baseline information gathered by 1SO is an essential
foundation upon which determination af the relatlve level of fire protection is made using the Fire
Suppression Rating Schedule. ;

The classification Is a direct result of the information gathered and is dependent on the resource
levels devoted to fire protéction in existence at the time of survey Matenal changes in those
resources that occur after the survey is comp[eted ray affect the classiﬁcatlon Although IS0
maintains a pro-active process to keep | baseline. mformat!on as current as possible, in the event of
changes please call us at 1-800—444—4554 option 2 to expedite the update aetiv[tv

ISO is the Ieadmg supplier of data and analytics for the property/casua ty insurance industry. Most
insurers use PPC classifications for underwriting and calculatmg premlums for resldentlal
commerclal and industrial properties. The PPC program isnot intended to analyze all aspects ofa
comprehenswe structural fire suppresswh deINery system program It is not for purposes of
determln!ng compliance with any state or local law noris tt for making loss prevention or life safety
recommnendations

If you have any questions about your classification, please let us know.

Sincere’iy,
Dominte Santanis

Dominic Santanna _
Manager -National Processing Center

cc: Mr. Donnie Sloan, Water Superintendent, Pikeviile Water
Chief Ronald Conn, Chief, Pikeville Fire Department
Mr. Paul Maynard, Director, Pilcevilie Fire Dispatch




Public Protection Classification
- (PPC™)
Summary Report

Pikeville

KENTUCKY

Prepared by

“Insurance Services Office, Inc.
1000 Bishops Gate Blvd., Ste. 300
 P.O.Box 5404
Mt. Laurel, New Jersey 08054-5404
- 1-800-444-4554

April 2016

PPC is a registered trademerk of Insurance Services Office, Inc.




Background Information

ISO collects and evaluates information from communities in the United States on their
structure fire suppression capabilities. The data is analyzed using our Fire Suppression
Rating Schedule (FSRS}) and then a Public Protection Classification (PPC™) grade is
assigned to the community. The surveys are conducted whenever it appears that there is a
_possibility of a PPC change. As such, the PPC program provides important, up-to-date
information about fire protection services throughout the couniry.

The FSRS recognizes fire protection features only as they relate to suppression of first alarm
structure fires. In many communities, fire suppression may be only a small part of the fire
department's overall responsibility. ISO recognizes the dynamic and comprehensive duties of
a community's fire service, and understands the complex decisions a community must make
in planning and delivering emergency services. However, in developing a community's PPC
grade, only features related to reducing property losses from structural fires are evaluated.
Multiple alarms, simuitaneous incidents and life saféty are not considlered in this evaluation.
The PPC program evaluates the fire protection for small to average size buildings. Specific
properties with a Needed Fire Flow in excess of 3,500 gpm are evaluated separately and
assigned an individual PPC grade.

A community's investment in fire mitigation is a proven and reliable predictor of fusure fire
losses. Statistical data on insurance losses bears out the relationship bstween excellent fire
protectlon - as measured by the PPC program - and low fire losses. S0, insurance
companies use PPC information for marketing, underwntmg, and to help establish fair
prem|ums for homeowners and commercial fire insurance. In general, the price of fire
insurance in a community with a good PPC gradle is substantially lower than in 2 community
with a poor PPC grade, assuming all other factors are equal

ISO is an independent company that serves insurance companies, communities, fire
departments, insurance regulators, and others by providing information about rigk, 1SO's
expert staff collects information about municipal fire suppression sfforts in communities
throughout the United States. In each of those communities, SO analyzes the relevant data
and assigns a PPC grade — a number from 1 to 10. Class 1 represents an exemplary fire
suppression program, and Class 10 indicates that the area's fire suppression program does
not meet ISO's minimum criteria.

I18O's. PPC program evaluates communities according to a uniform set of criteria,

incorporating nationally recognized standards developed by the National Fire Protection
Assaciation and the American Water Works Association. A community's PPC grade
depends on:

» Needsd Fire Flows, which are representative building locations used to determine
the theoretical amount of water necessary for fire suppression purposes.

» Emergency Communications, including emergency reporting, telecommunicators,
and dispatching systems.

> Fire Department, including equipment, staffing, training, geographic distribution of
fire companies, operational considerations, and community rigk recuction.

> Water Supply, including inspection and flow iesting of hydrants, altemative water
supply operations, and a careful evaluation of the amount of avaiable water
compared with the amount needed to suppress fires up to 3,500 gpm.

PPC is a registered trademark of Insurance Services Office, Inc.
Page |




ISO has evaluated and c!assrf ed over 48,000 fire protection areas across the United States
using its FSRS. A combination of meetings between trained 1SO field representatlves and the
-dispatch center coordinator, community fire official, and water superintendent is used in
conjunction with a comprehensive questionnaire to collect the data necessary to determine
the PPC grade. In order for a community to obtain a grade better than a Class 9, three
elements of fire suppression features are reviewed. These three elements are Emergency
Commumcatsons Flre Department, and Water Supply.

A review of the Emergfmcy Communications accounts for 10% of tl]e total classification.
‘Th;s section is weighted at 10 points, as follows:

- Emergency Reporting 3 points
¢ Telecommunicators 4 points

o Dispatch Circuits . 3points ¢

A review of the Fire Department accounts for 50% of the total classification. ISO focuses on
a fire department’s first alarm response and initial attack to minimize poten’aal loss. The fire
depaﬂment section is weighted at 50 pomm as follows:

» - Engine Companies 6 pomts

o Reserve Pumpers 0.5 points

o Pump Cabééity o ' . 3points

e Ladder/Service Companies 4 pdints

o Reserve Ladder/Service Trucks 0.5 points

» Deployment Analysis 10 poi'nts

o Company Personnel 15 paints

o Training 9 points

o Operational considerations 2 points

e Comrhunity’ Rigk Reduction 5.5 points (in addition to the 50 points above)

A review of the Water Supply system accounts for 40% of the total classification. 1SO
reviews the water supply 2 community uses to determine the adeduacy for fire suppression
purposes. The water supply system is weighted at 40 points, as follows:

o Credit for Supply System 30 points
e Hydrant Size, Type & installation 3 points
@ Inspection & Flow Testing of Hydrants 7 points

PPC is a registered trademark of Insurance Services Office, Inc.
Page 2 '




There is one additional féctor considered in calculating the final score — Dlvergencs

Even the best fire department will be less than fully effective if it has an madequate water
supply. Similarly, even a superior water supply will be less than fully effective if the fire
department lacks the equipment or personnel to use the water. The FSRS score is subject to
modification by a divergencs factor, which recognizes disparity between the effectweness of
the fire department and the water supply. ;

The Divergence factor mathemahcally reduces the score based upon the relative difference
between the fire department and water supply scores. The factor is introduced in the final
equailon

The PPC grade assigned to the community will depend on the community's score on a
100-point scale: :

PPC Poiite

1 90.00 or more
2 180.00 to 89.99
3 70.00'to 79.99
4 60.00 to 69.99
5 50.00 to 59.99
6 40.00 to 49,99
7 30.00 to 39.99
8 20.00 to 20.99
9 10.00 to 19.99

10 0.00 to 9.99

The classification numbers are interpreted as foliows:

» Class 1 ihrough (and including) Class 8 represents a fire suppression system that
includes an FSRS creditable dispatch center, fire department, and water supply

» Class 8B is a spaclal classification that recognizes a superior level of fire
protection in otherwise Class 9 areas. It is designed to represent a fire proteciion
delivery system that is superior except for a lack of a water suppty system
capable of the marumum FSRS ﬁre flow criteria of 250 gpm for 2 hours.

o Class 9 is a fire suppression system that includes a creditable dispatch oenter, fire
department but no FSRS credlitable water supply.

» Class 10 does not mest minimum FSRS criteria for recognition, including areas
that are beyond five road miles of a recognized fire station.

PPC is a registered trademark of Insurance Services Offies, inc.
Page 3




We have revised the PPC program to capture the effects of enhanced fire protection
capabilities that reduce fire loss and fire severity in Spiit Class 9 and Split Class 8B areas (as
outlined below). This new structure benefits the fire service, community, and property owner.

New classifications

Through dngoing research and loss experience analysis, we identified additional
differentiation in fire loss experience within our PPC program, which resulted in the revised
classifications. We based the differing fire loss experience on the fire suppression capabilities
of each community. The new PPC classes will improve the predictive value for insurers while

benefiting both commercial and ressdenba! property owners. Here are the new classifications
and what they mean.

Split classifications

When we develop a split classification for a community — for example 5/9 — the first number
is the class that applies to properties within 5 road miles of the responding fire station and
1,000 feet of a creditable water supply, such as a fire hydrant, suction point, or dry hydrant.
The second number is the class that applies to properties within 5 road miles of a fire station
but beyond 1,000 feet of a creditable water supply. We have revised the classification to

reflect more precisely the risk of loss in a community, replacing Class 9 and 8B in the second
part of a split classification with revised designations.

What’s changed wﬂ:h the new classifications?
We've published the new classifications as “X” and “Y” — formerly the "9‘ and "8B" portion of
the spiit classification, respectively. For example:

A community currently displayed as a split 6/9 classification will now be a split 6/6X
classification; with the "6X" dencting what was formerly classified as "9".

Similarly, a community currently graded as a split 6/8B classification will now be a split
8/6Y classification, the "6Y" denoting what was formerly classified as "88".
Communities graded with single “9" or “8B” classifications will remain intact.

Prior [ Prior |
Classification Classification

/e .1j98
2 | eB

afy ' 3/88

af3 4/38

5/ : | s/es

6/9 ki . 6/88

719 g ' 7/89 -

8/s e GinGs 8/88 P

9 B e B8 S

PPC is a registered trademark of Insurance Services Office, Inc.
Page 4



What's changed? 7

As you can see, we're still maintaining split classes, but it's how we represent them to
insurers that's changed. The new designations reflect a reduction in fire severity and loss and
have the potential to reduce property insurance premiums.

Bensfits of the revised spilit class designations
To the fire service, the revised designations identify enhanced fire suppressmn
capabilities used throughout the fire protection area

To the community, the new classes reward a communlty's fire suppression efforts by
showing a more reflective designation

To the individual property owner, the revisions offer the potenhal for dacreased property
insurance premiums

New watsr class - ‘ '

Our data also shows that risks located more than 5 buit less than 7 road miles from a
responding fire station with a creditablie water source within 1,000 feet had bstter loss
experience than those farther than 5 road miles from a reispondmg‘ﬁre station with no
creditable water source. We've introduced a new classification —10W — to recognize the
reduced loss potential of such properties.

What's changed with Ciass 10W?

Class 10W is property-spscific. Not all properties in the 5-{0-7-mile area around the
responding fire station will qualify. The difference between Class 10 and 10W is that the
10YW-graded risk or property is within 1,000 feet of a creditable water supply. Creditable water
supplies include fire protection systems using hauled water in any of the split classification
areas.

What's the benefit of Class 10W?
10V gives credit to risks within 5 to 7 road miles of the responding fire station and within

1,000 feet of a creditable water supply. That's reflective of the potential for reduce property
insurance premiums.

What does the fire chief have to do?

Fire chiefs don't have to do anything at all. The revised classifications went in place
autoratically effective July 1, 2014 (July 1, 2015 for Texas).

What if | have additionsl questions?
Feel free to contact ISO at 800.444 4554 or email us at PPC-Cust-Serv@iso.com.

PPC is a registered tademark of Insyeance Services Odfice, Inc.
Page 5



Distribution of PPG Grades

The 2015 published countrywide distribution of communities by the PPC grade is as
follows: '

Countrywide

12,000
10,000 -
8,000 -
6,000 -
4,000 -
2,000 -

Class Class Class Clags Class Class Class Class Class Class Class
1 2 3 4 § 6§ 7 B 88 L] 10

sdiatanos

The PPC program offers help to communities, fire departments, and other public officials as
they plan for, budget, and justify improvements. * ISO is also available to assist in the
understandlng of the dstails of this evaluation.

The PPC program 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 effectively speak with you about your questions regarding the PPC program. What's
more, we ¢an be reached via the internet at www.isomitigation.com/talk/.

We also have a website dedicated to our Community Hazard Mitigation Classification
programs at www.isomitigation.com. Here, fire chiefs, building code officials, community
leaders and other interested citizens can access a wealth of data describing the criteria used
in evaluating how cities and towns are protecting residents from fire and other natural
hazards. This website will allow you to learn more about-the PPC program. The website
provides important background information, insights about the PPC grading processes and
technical documents. ISO is also pleased to offer Fire Chiefs Online — a-special, secured
website with information and features that can help improve your PPC grade, including a list
of the Needed Fire Flows for all the commercial occupancies 1SO has on file for your
community. Visitors to the site can download information, see statistical results and also
contact 1SO for assistance.

In addition, on-ine access to the FSRS and its commentaries is available to registered
customers for a fese. However, fire chiefs and community chief administrative officials are
given acoess privileges to this information without charge.

To becoms a registered fire chief or community chief administrative official, register at
www.isomitigation.com.

PPC is a registered trademarl¢ of Inswance Services Office, Inc.
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ISO concluded its review of the fire suppression features being provided for Pikeville. The
resulting community classification is Class 02/2X.

If the classification is a single class, the classification applies to properties with a Needed Fire
Flow of 3,500 gpm or less in the community. If the classification is a spiit class (e.g., 6/XX):

» The first class (a.g., “6" in a 6/XX) applies to propertles within 5 road miles of a
recognized fire station and within 1,000 feet of a fire hydrant or alternate water supply.
> The second class (XX or XY) applles to properhes beyond 1,000 feet of a fire hydrant
but within 5 road miles of a recognized fire station.
> Alternative Water Supply: The first class (e.g., ‘6" ina 6110] applies to properties
within 5 mad miles of a recognized fire station with no hydrant distance requirement.
» Class 10 appioes to properties over 5 road miles of a recognized fire station.
» Class 10W applies to properties within 5 to 7 road miles of a recognized fire station
with a reoogn:zed water supply within 1,000 feet.
> Specific properues with a Needed Fire Flow in excess of 3 500 gpm are evaluated
separately and assigned an individual classrﬁcabon ;
Eamed . | Credit
FSRS Feature - Cradit Available
' Emergency Commuhications _ ‘
414. Credit for Emergency Reporting 2.40 3
422. Credit for Telecommunicators 3.98 4
432. Credit for Dispatch Circuits 2.25 3
440. Cradit for Emergency Communications 3.43 10
Fire Department
; 513. Credit for Engine Companm : 6.00 8
523. Credit for Reserve Pumpers 0.00 0.50
532, Credit for Pump Capacity 3.00 3
549. Credit for Ladder Service 4.00 4
563. Credit for Reserve Ladder and Service Trucks 0.50 0.50
561, Credit for Deployment Analysis 7.52 10
571. Credit for Company Personnel 7.71 15
581. Credit for Training 635 B
730. Credit for Operational Considerations 2.00 2
590. Credit for Fire Department 37.08 50
Water Supply
616. Credit for Supply System 2810 30
621. Creiit for Hydrants 3.00 3
631. Credit for Inspection and Fiow Testing 7.00 7
©840. Credit for Water Supply 3310 40
Divergencs 422 i
1080. Community Risk Reduction 5.2 5.50
Total Cradit B34.71 103.50

PPC is & registered wademark of Insurance Services Offics, Inc.
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EfngrqendyiComnitiicatic

Ten percent of a community's overall score is based on how well the communications center
receives and dispatches fire alarms. Our field representative evaluated:

» Communications facilities provided for the general public to report structure fires

» Enhanced 9-1-1 Telephone Seivice ihcluding wireless

+ Computer-aided dispatch (CAD) facilities

» Alarm receipt and processing at the communication center
» Training and certification of telecommunicators

+ Facilities used td'dispatch fire department companies to reported structure fires

. Eamed Credit .
| o . . Credilt Avallable
414, Credit Emergency Reporting | 240 3
422, Credit for Telecommunicators e | 308 | 4
432, Credit for Dispatch Circuiits | 226 | 3
Itermn 440. Credit for Emérgsncy Communications: 863 10

item 414 - Credit for Emergency Reporting (3 points)

The first itern rev:ewed is item 414 "Creadit for Emergency Reporting (CER)" This item
reviews the emergency communication center facilities provided for the public to report fires
including 911 systems (Basic or Enhanced), Wireless Phase | and Phase I, Voice over
‘Internst Protocol, Computer Aided Dispatch and Geographlc Information Systems for
automatic vehicle location. 1SO uses National Fire Protection Association (NFPA) 1221,
Standard for the Instaliation, Maintenance and Use of Emergency Services Commumcarfons
Systems as the reference for this section.

PPC is a registered trademark of Insurance Services Office, Inc.
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Earned | Credit
Credit | Available

AJB. Basic 9-11, Enhanced 9-1-1 or No 9-1-1 y 20.00 20

For maximum credit, there should be an Enhanced 9-1-1
system, Basic 9-1-1 and No 9-1-1 will receive partial credit.

1. E9-1-1 W’relass : 10.00 25

Wireless Phase | using Static ALI (automatic location
identification) Functionality (10 points); Wireless Phase Il -

using Dynamic ALl Funchonallty (15 points); Both available
will be 25 points

2. E9-1-1 Voice over Internet Protocol (VolP) 25.00 25

Static VoIP using Static ALI Functionality (10 points);
Nomadic VolP using Dynamic ALl Functionality (15 points);
Both available w1I1 be 25 points

3. Computer Alded Dispatch | 1000 | s

Basic CAD (5 points); CAD with Management Informatwn
: Sysiem (5 ponr_t_’ts) CAD vn:h Interoperablllty (5 ppints)

4, Geographic Information Syamm {GIS/IAVL) 15.00 15

The PSAP uses a fully integrated CAD/GIS managsment
system with automatic vehicle location (AVL) integrated
with a CAD system providing dispatch assignments.

Review of Eniergency Reporting total: 30.00 _ 100

tern 422- Credit for Telecommuinlicators (4 polts)

The second item reviewed is ltem 422 “Credit for Telecommunicators (TC)". This item
reviews the number of Telecommunicators on duty at the center to harxlle fire calls andt ofher
emergencies. All emergency calls including those calls that do nat require fire department
action are reviewed to determine the proper staffing to answer emergency calls and dispatch
the appropriate emergency response. NFPA 1221, Standard for the installation, Maintenance
and Use of Emergency Services Communications Sysiems, recommiends that ninety-five
percent of emergency calls shall be answered within 15 secorkis and ninety-nine percent of
emergency calls shall be answered within 40 seconds. In adklition, NFPA recommendis that
ninaty percent of emergency alarm processing shall be completed within 60 seconds and

ninety-nine percent of alarm processing shall be completed within 90 seconds of answering
the call.

PPC is a registered wademark of Insurance Services Gifice, 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 of performance statistics or
other ‘performance measurements compiled by the 9-1-1 software or other software

programs that are currently in use such as Computer Aided Dispatch (CAD) or Management
Information System (MIS).

Earned Cradit
‘Credit | Available

A1. Alarm Receipt (AR) B 1947 | 20

Receipt of alarms shall- meet the requirements in
accordance with the criteria of NFPA 1221

A2 Alarm Processing (AP) i 20.00 20

Procassmg of alarms shall meet the requirements in
_accordance with the criteria of NFPA 1221

B. Emergancy Dispatch Pmtocols (EDP) 20.00 20

' -Telecommunfcators.have emergency dispatch protocols
'(EDP) containing questions and a decision-support
process to facilitate correct call categonzatlon and
prioritization.

C Telecommunicator Training and Certiﬂcatien (TT C) 20.00 20

Telecommumcatorsjmee't the qualification requirements
referenced in NFPA 1081, Standard for Professional
Qualifications for Public Safety Telecommunicator,
and/or the Association of Public-Safety Commumcatmns
Officials - International (APCO) Project 33.
Telecommunicators are certified in the knowledge, skills,
and abilities corresponding to their job functions.

D. Telscommunicator Continuing Education and 20.00 20
Quality Assurance (TQA)

Te!écommun1¢ators participate in continuing education
and/or in-service training and quality-assurance
programs as appropriate for their positions

Review of Telecommunicators total: " 99.47 100

PPC is a registered trademark of Insurance Services Office, inc.
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Iteris 432 « Gredit for Dispatch Girciits (3 points]

The third |tem reviewed is Item 432 'Credlt for Dispatch Circuits (CDC)". . This item reviews
the dispatch circuit facilities used to transmit alarms to fire department members. A "Dispatch
Circuit” is defined in"NFPA 1221 as “A circuit over which an alarm is transmitted from the
communications center to an emergency response facility (ERF) or emergency response
units (ERUs) to natify ERUs to respond to an emergency”. All fire depariments (except single
fire station departments with full-time firefighter personnel receiving alarms directly at the fire
station) need adequate means of notifying all firefighter personnel of the location of reparted
structure fires. The dispatch circuit facilities should be in accordance with the general criteria
of NFPA 1221, “Alarms” are defined in this Standard as “A signal or message from a person
or device indicating the existence of an emergency or other sﬂuatlon that requwes achon by
an emergency response agency”. :

There are two different levels of dispatch circut facilities provided for in the Standard —a
primary dispatch circuit and a secondary dispatch circuit. In jurisdictions that receive 730
alarms or more per year (average of two alarms per 24-hour period), two separate and
dedicated dispatch circuits, a primary and a secondary, are needed. In jurisdictions receiving
fewer than 730 alarms per year, a second dedicated dispatch circuit is not needed. Dispatch
circuit facilities installed but not used or tested (in accordanoe with the NFPA Standarc)
receive no credit.

The score for Credit for Dispatch Circuits (CDC) is influenced by monitoring for integrity of the
primary dispatch circuit. There are up to 0.90 points available for this item. Monitoring for
~ integrity involves installing automatic systems that will detect faults and fallures and send
visual and audible indications to appropriate communications center (or dispatch center)
personnel. ISO uses NFPA 1221 to guide the evaluation of this item. ISO's evaluation also
inclucles a review of the communication system's emergency power supplies.

ltsm 432 “Credit for Dispatch Circuits (CDC)” = 2.25 points

PPC is a registered trademark of Insurance Services Office, .
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thty _peroent 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 firefighters-
Training
Earned Credit
N} S _ Credit | Avallable
| 513. Credit for Engine Companies ' €.00 6
523. Credit for Reserve Pumpers S | 000 05
532, Credit for Pumper Capacity ' 3.00 3
549. Credit for Ladder Service ' 400 4
553. Credit for Reserve Ladder and Sorioe Trucks- _ | 050 0.5
! adit for. Deploymeit Analysis e o - R NN
; 15"
581 GraditTor Trining .~ = 5 e LT TN RSl T ) e
730, Crelit for Operational Consrderatlons 200 2
itern 590. Credit for Fire Department: 37.08 50

The Basic Fire Flow for the community is determined by the review of the Needed Fire Flows
for selected buildings in the community. The fifth largest Needed Fire Flow is determined 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.
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Itism 513 - Orédit for Engine Compariies (6 poirits)

The first item reviewed is ltem 513 "Credit for Engine Companies (CEC)". This item reviews
the number of engine companies, their pump capacity, hose testing, pump testing and the
equipment carried on the in-service pumpers. To be recognized, pumper apparatus must
meet the general criteria of NFPA 1901, Standard for Automotive Fire Apparatus which

“include a minimum 250 gpm pump, an emergency warning system, a 300 gallon water tank,
and hose. At least 1 apparatus must have a permanently mounted pump rated at 750
gpm or more at 150 psi.

The review of the number of needed pumpers considers the response distance to built-upon
areas; the Basic Fire Flow; and the method of operation. Multiple alarms simultaneous
incidents, and life safety are not considered.

The greatest value of A, B, or C below is needed in the fire district to suppress fires in
structures with a Needed Fire Flow of 3,500 gpm or less: 3 engine companies

a) 3 engine companies to provide fire suppress10n services to areas to mest NFPA
1710 entena or within 1% miles. ;

" b) 3engine companies to support a Basic Fire Flow of 3500 gpm.

c) 3 engme companies based upon the fire departmenit's methad of operation to
prcw;de a minimum two engine response to all first alarm structure fires.

‘The FSRS recognizes that there are 3 engine companws in service.

The FSRS also reviews Automatic Aid. - Automatic Aid is considered in the review as
assistance dispatched automatically by contractual agreement between two
communities or fire districts. That differs from mutual aid or assistance arranged case by
case. 1SO will recognize an Automatic Aid plan under the fcllow:ng conditions:

» [t must be prearranged for first alarm response according to a definite plan. it is
preferable to have a written agreement, but 18O may recognize cdemonstrated
performance.

= The aid must be dispatched to all reported structure fires on the initial alarm.

e The aid must be prowdecl 24 hours a day, 385 days a year.

‘ FSRS ltem 512.D "Automatic Aid Engine Companies" responding on first alarm and meﬁmg
the needs of the city for basic fire flow and/or distribution of companies are factored bassd
upon: the value of the Automatic Aid plan (up to 1.00 can be used as the factor). The
Automatic Aid factor is determined by a review of the Awtomatic Aid provider's
communication facilities, how they receive alarms from the graded area, inter-cepartment

training between fire departments, and the fire ground communications capability between
departmen_t_s

For each engine company, the credited Pump Capacity {(PC), the Hose Carried (HC), the
Equipment Camied (EC) all contribute to the calculation for the percent of credit the FSRS
provides to that engine company.

item 513 “Credit for Engine Companies (CEC)” = €.00 points

PPC is a registered trademark of Insurance Services Office, nc.
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itern 523 - Credit for Reserve Pumpers (0,50 poitits)

The item is [tem 523 “Credit for Reserve Pumpers (CRP)". This item raviews the number and
adequacy of the pumpers and their equipment. The number of needed reserve pumpers is 1
for each 8 needed engine companies determined in Item 513, or any fraction thereof.

Itern 5§23 “Credit for Reserve Pumpers (CRP)” = 0.00 points

it for Puriiper Capachy (3 polnts)

The next item reviewed is Item 532 “Credit for Pumper Capacity (CPC)". The total pump
capacity available should be sufficient for the Basic Fire Flow of 3500 gpm. The maximum
needed pump capacity credited is the Basic Fire Flow of the community.

Item 532 “Credit for Pumper Capacity (CPC)” = 3.00 points

et 8925 G

témn 549  Gredit for Lacidet Saryics (4 poiits)

The next item reviewed i is Item 549 “Credit for Ladder Service (CLS)". This item reviews the
number of response areas within the city with 5 buildings that are 3 or more stories or 35 feet
or more in height, or with 5 buildings that have a Needed Fire Flow greater than 3,500 gpm,
or any combination of these criteria. The height of all buildings in the city, including those
protected by automatic sprinklers, is considered when destemining the number of needed
ladder companies. Response areas not needing a ladder company should have a service
company. Ladders, tools and equipment normally carried on ladder trucks are needed not
only for ladder operations but also for forcible entry, ventllatlon salvage, overhaul, lighting
and utility control.

The number of ladder or service companies, the henght of the aerial ladder, aerial ladder
testing and the equipment carried on the in-service ladder trucks and service trucks is
compared with the number of needed ladder trucks and service trucks and an FSRS
equipment list. Ladder trucks must meet the general criteria of NFPA 1901, Standard for
Autornotive Fire Apparatus to be recognized.

The number of needed ladder-service trucks is dependent upon the number of buildings 3
stories or 35 feet or more in height, buildings with a Needed Flre Flow greater than 3,500
gpm, and the method of operation.

The FSRS recognizes that there are 1 ladder companias in service. These companies are
needed to provide fire suppression services to areas to meet NFPA 1710 criteria or within 2'42
miles and the number of buildings with a Needed Fire Flow over 3500 gpm or 3 stories or
more in height, or the method of operation.

The FSRS recognizes that there are 0 service companies in service.

item 549 “Credit for Ladder Service (CLS)" = 4.00 points

PPC is a registered trademark of Insurance Services Office, fnc.
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itern 563~ Seedit for Res j "

The next item remewed is |tem 553 “Credit for Reserve Ladder and Ser\noe Trucks (CRLS)".
This item considers the adequacy of ladder and service apparatus when one (or more in
larger communities) of these apparatus are out of service. The number of needed reserve

ladder and service trucks is Horeach&neededladderandsmcompaﬂesthatwere
determined to be needed in ltem 540, or any fraction thereof.

Item 553 “Cradit for Reserve Ladder and Service Trucks (CRLS)" = 0.50 points

Next !tem 561 "Deployment Analys:s (DA) is rewewed This Item examines the number and
adequacy of existing engine and ladder-semoe companies to cover mm-upon areas of the
Gity.

To determine the Credit for Destnbutlon first the Existing Engine Company (EC) points and
the Existing Engine Companies (EE) determined .in ltem 513 are considered along with
Ladder Company Equipment (LCE). pomts Service  Company Equipment (SCE) points,
Engine-Ladder Company Equipment (ELCE) points, ‘and Engine-Service Company
Equipment (ESCE) points determined in ltem 549.

Secondly, as an alternative to determlning the number of needed engine and
ladder/service companies through the road-mile analyms a fire protection area may use
the results of a systematic performance evaluation. This type of syaluation analyzes
computer-aided dispatch (CAD) history to demonstrate that, with its current deployment
of companies, the fire department meets the time constraints for initial arriving engine
and initial full alarm assignment in accordance with the general criteria of in NFPA 1710,
Standard for the Organization and Deployment of Fire Suppression Operations,

Emergency Medical Operations, and Special Operations to the Public by Career Fire
Departents.

A determination is made of the percentage of built upon area within 134 miles of a first-due
engine company and within 2% miles of a first-due ladder-service company.

Item 561 “Credit Deployment Analysls (DA)” = 7.52 points

PPC is aregistered trademark of Insurance Services Office, ng,
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ttém 571 — Credit for Company Personnel (15 polnts)
ltem 571 “Credit for Company Personnel (CCP)" reviews the average number of existing

firefighters and company officers available to respond to reported first alarm structure fires in
the city.

The on-duty strength is determined by the yearly average of total firefighters and company
officers on-duty considering vacations, sick leave, holidays, “Kelley” days and other
absences. When a fire department operates under a minimum staffing policy, this may be
used in lieu of determining the yearly average of on-duty company personnel.

Firefighters on apparatus not credited under ltems 513 and 549 that regularly respond to
reported first alarms to aid engine, ladder, and service companies are included in this item as
_increasing the total company strength.

Firefighters staffing ambulances or other units serving the general public are credited if they
participate in fire-fighting operations, the number depending upon the extent to which they are
available and are used for response to first alarms of fire.

On-CaII members are credited on the basis of the average number staffing apparatus on first
alarms. Off-shift career ﬁreﬁghters and company officers respondlng on first alarms are
considered on the same basis as on-call personnel. For personnel not nomally at the fire
station, the number of responding firefighters and company officers is divided by 3 to reflect
the time needed to assemble at the fire scene and the reduced ability to act as a team due to
the various arrival times at the fire location when compared to the personnel on-duty at the
fire station during the receipt of an alarm.

The number of Public Safety Officers who are positioned in emergency vehicles within the
jurisdiction boundaries may be credited based on availability to respond to first alarm
structure fires. In recognition of this increased response capability the number of responding
Public Safety Officers is.divided by 2.

The average number of firefighters and company officers responding with those companies
credited as Autornatic Aid under ltems 513 and 549 are considered for either on-duty or on-
call company personnel as is appropriate. The actual number is calculated as 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-duty and on-call firefighters is 12, including
company officers, for each existing engine and ladder company and & for each existing
~ service company.

Chief Officers are not creditable except when more than one chief officer responds to alarms;
then extra chief officers may be credited as firefighters if they perform company duties.

The FSRS recognizes 9.00 on-duty personnel and an average of 10.00 on-cail personnel
responding on first alarm structure fires.

ltem 571 “Credit for Company Personnel (CCP)” = 7.71 points
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én 881 = Credit for Training (9 points)

For maxmum credrt pre—fire planning inspections of each commercial,
industrial, institutional, and other simitar type building (all buildings
except 1-4 family dwellings) should be made annually by company
members. Records of inspections should include up-to date notes and

sketches.

Eamed Credit
| Cradit | Available
7. 18.0t 5
For maximum credit. each firefighter should receive 18 hours per yeer
in structure fire related subjects as oufiined in NFPA 1001.
B CaRAny T raining 1583 25
For maximum credit, each firefighter should receive 16 hours per
month in structure fire related subjects as outlined in NFPA 1001.
5E8 Gers 12.00 12
Fefmammum credit, each officer should be certified in accordance
with the genelal criteria of NFPA 1021. Addltnnally each officer
should recsive 12 hours of continuing education on or off site:
Newbverand 5.50 5
For mammum cred;t each new driver and operator shouki receive 50
hours of driver/operator training per year in accordance with NFPA
1002 and NFPA 1451. '
] V& e NCH a0 2.5ﬁ 5
For maxfmum credit. each existhg drwer and operator should receive
12 hours of driver/foperator training per year in acoordarm with NFPA
1002 and NFPA 1451,
oS Materials 1.00 1
For maxmum credm each firefighter shouid receive 6 hours of training
for incidents involving hazardous materials in accordance with NFPA
472.
Rec 5.00 5
For maximum credrt each firefighter shouid receive 240 hours of
structure fire related training in accordance with NFPA 1001 wilhin the
first year of employment or tenure.
e 12

item 580 “Credit for Training (CT)” = 6.35 points

PPC is a registered trademark of Inswance Services Offiee, Inc.
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Item 730 = Operational Considerations (2 points)

item 730 “Credit for Operational Considerations (COC)” evaluates fire department standard
operating procedures and incident management systems for emergency operations
involving structure fires.

Earned Cradit
Credit | Available
The department should have established SOPs for '
fire department general emergency operations
e i 50 50
The department shou!d use an established mcndent
management system (|MS)
Operational Considerations total: | 100 100

It 730 “Credit for Operational Considerations (COC)” = 2.00 points

Forly peroent of a community's overall score is based on the adequacy of the water supply
system. The ISO field representative evaluated:

the capability of the water distribution system to meet the Needed Fire Flows at
selected locations up to 3,500 gpm.

size, type and installation of fire hydrants.
inspection and flow testing of fire hydrants.

Earned Crediit

Credit Available
616. Credit for Supply System 28.10 30
621. Credit for Hydrants 3.00 3
631. Credit for_inspedion and Flow Testing 7.00 4
item 640. Credit for Water Supply: 38.10 40

PPC is a registered trademark of Insurance Services Office, Inc.
Page I8




ltem: 616 - Credit for Supply Systen (30 polnts)

The first item reviewed is item 616 “Credit for Supply System (CSS)". This item reviews the
rate of flow that can be credited at each of the Needed Fire Flow test locations considering
the supply works capacity, the main capacity and the hydrant distribution. The lowest flow
rate of these items is credited for each representative location. A water system capable of
delivering 250 gpm or more for a period of two hours plus consumption at the maximum daily
rate at the fire location is considered minimum in the I1SO review.

Where there are 2 or more systems or services dlstributlng water at the same location, credit
is given on the basis of the joint protection provided by al_l_ systems and services available.

The supply works capacily is calculated for each representative Needed Fire Flow test
location, considering a variety of water supply sources. These include public water supplies,
emergency supplies (usually accessed from neighboﬁng water systems), suction supplies
(usually evidenced by dry hydrant installations near a river, lake or other body of water), and
supplies developed by a fire department using large diameter hose or vehicles to shuttle
water from a source of supply to a fire site. The: nasutt is axpressed in gallons per minute
(gpm).

The normal ability of the distribution system to deliver Needed Flre Flows at the selected
building locations is reviewed. The results of a flow test at a representative test location will
indicate the ability of the water mains (or fire department in the case of fire department
supplies) to carry water to that location.

The hydrant distribution is reviewed within 1,000 feet of representative test locations
measured as hose can be laid by apparatus.

For maximum credit, the Needed Fire Flows should be available at each location in the
district. Needed Fire Flows of 2,500 gpm or less should be available for 2 hours; and Needed
Fire Flows of 3,000 and 3,500 gpm should be obtainable for 3 hours.

item 616 “Credit for Supply System (CSS)” = 28.10 points
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Itern 621 — Gredit for Hydrants (3 points)

The second item reviewed is ltem 621 “Credit for Hydrants (CH)". This item reviews the
number of fire hydrants of each type compared with the total number of hydrants.

There are a total of 401 hydrants in the graded area.

Number of
Hydrants

400

The thlrd item rewewed is Item 630 "Credrt fcr Inspection and Flew Testing (CIT)". This item

reviews the fire hydrant inspection frequency, and the completeness of the inspections.

Inspection of hydrants should be in accordance with AWWA M-17, Instaflation, Field Testing -
and Mamtenance of Fire Hydrants.

Hiensy bHinspeclion (Fl)= Average interval between the 3 most recent inspections.
Frequjoncy _ ~__Polnts

1 year 30
2 years 20
3 years 10
4 years 5
5 years or more No Credlit

Mote: The points for inspaction frequency are reducsd by 10 paints if the inspections are incomplete or
do not Inchule a flushing program. An additional reduction of 10 points are mace if hydrants are not
subjected to full system pressure during inspections. If the inspection of cisterns or suclion points does
not include actual drafting with a pumper, or back-flushing for dry hydrants, 20 points are deducted.

Total points for Ingpections = 4.00 points

PPC is a registered irademark of Insurance Seyvices Office, inc.
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fitt (FEjJ: Average interval between the 3 most recent

mspectio'

Frequency . Points
5 years | | 40

6 years ' 30

7 years 20 .
8 years : 10

9 years 5
10yearsorm6re, : ~ No Credit

Total points for Fire Flow Testing = 3.00 paints

ltem 631 “Cradit for Inspaction and Fire Flow Testing (CIT)” = 7.00 points

The Dlvergenoa factor mathematically reduces the score based upon the relative cﬁfferenoe
between the fire department and water supply scores Tha factor is introduced in the final
equation.

" Eameti | Credit Availabls
, : - Credit
1025. Cradlit for Fire Preye:ﬁi-on and Code Enforcement (CPCE) | 220 22
1033. dedﬂ for Public Firé Safety Echucation (CF'SE) 1.98 5
1044, Credit for Fire lnvestigation Programg (_CIP.) ﬁ.&l 1.1
Item 1050, Cradit for Community Risk Rmuctien 542 5.50

PPC is a registered rademark of Insursnce Services Office, e,
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. INSURANCE SERVICES OFFICE, INC.

HYDRANT FLOW DATA SUMMARY

ity Pikeville e
KENT Y . ; .
nty Kentucky(Pike), Smts ___(16) VDL TR Derrons Offlas Date: __ Nov 11,2015 '
FLOW - GPM PRESSURE  FLOW -AT 20 PSI
Q=(29.83(C(@)p"*) -pSI-
st | TveE TEST LOCATION SERVICE INDIVIDUAL TOTAL | STATIC | RESID. |NEEDED| AVAIL. |  REMARKS*s MODEL TYPE
O. DIST.* HYDRANTS i
Pikevillc Water, Pikeville —
0 Infront of 306 Auxier Ave Water 1500 0 o | 1500 | 110 | 100 | 3500 | 4900
Pikeville Water, PIkeville ;
0 infront of 508 Cedar Creek Rd Water 1500 0 o | 1s00 | 120 | 110 | 3500 | 5200
Pikeville Water, Pikeville =
0 S. Mayo Trail at Days Inn Water 1090 0 0 100 | 104 | 74 | 3000 | 1900
Pliceville Water, Pikevills
0 Chioe RD at Pikeville Elem . School Water 1210 0 0 1210 | 130 | 110 | 3500 | 3000
Pikevilic Water, Pikeville : :
0 Old US 23 at eantrance to Pikeville HS Water 1500 0 0 1500 | 120 | 105 | 3500 | 4200
Pikeville Water, Pikeville
0 Bank & Elm Water 1500 0 0 1500 | 120 | 84 | 1750 | 2600
Pikevillc Water, Pikeville
0 Hibbard & Baird Water 1500 0 o | 1s00 | 10 | 100 | 3500 | 4900
Pikeville Water, Pikevill
0 Central & May Allex Water : 1500 0 0 1500 | 110 | 90 | 3000 | 3400

ABOVE LISTED NEEDED FIRE FLOWS ARE POR PROPERTY INSURANCE PREMIUM CALCULATIONS ONLY AND ARE NOT INTENDED TO PREDICT THE MAXIMUM AMOUNT OF WATER REQUIRED FOR A LARGE SCALE FIRE

DITION,

AVADLAGLE FLOWS ONLY INDICATE THE CONDITIONS THAT EXISTED AT THE TIME AND AT THE LOCATION WHERE TESTS WERE WITNESSED.
nm = Commercial; Res = Residential.
etied is the rate of flow for 2 specific duration for a full credit condition. Needed Fire Flows greater than 3,500 gpm are not considered In determining the classification of the city when using the Fire

pression Rating Schedule.
AjLimited by avallable hydrants o gpm shown. Avallable facilides fimit flow to gpm shown plus consumption for the needed duration of (B)-2 hours, (C)-3 hours or (D)4 hours.




Eamed Crediit
Credit | Avallable

10.00 10
8.00 }- -8
! i ; 8.00 6
Evaluatlon of the cemﬁcahcn and tralmng of f' re pravnntlon code
enforcement person nel.
eRreve P ams | 16.00 18
Evaluatlon of fire prevent:on programs.

Review of Fire Pravontion Code arld Enforcement (CPCE) 40.00 40
subtoul' ‘ _ N ' '

Eamed | Credit
Credit | Avallable

: Bdlc Jug Ions Aning(ESQT) | 10.00 10
Evaiuatlon of publlc ﬁre safety educatlon personnei training and
quallﬁcatlon as speciﬁed by the authorlty having jurisdiction.

Jic Fire Safety Eaucatic { 26.00 30
Evaluataon of prugrams for pubhc fire safety education. ‘
Reviaw of Public Safety Education Programs (CFSE) subtotal: 38.00 40

Eamed Credit

F'tem 1044 = Credit for Fire Invesﬁsaﬂon Programs (1.1 polnts) Credit | Available
8.00 8
3.00 8
: 800 é
Evaluation of the use of the National Fare Incrdent Reporimg
System (NFIRS) for the 3 years before the evaluation.
- Review of Fire Investigation Programs (CIP) subtotal: 17.00 20

PPC is a registered trademark of Insurance Services Office, Inc.
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Earned Credit
FSRS em Credit Available
Emergency Gommunicuﬂom ; - =
414, Credit for Emergency Reporting - 240 3
422. Credit for Telecommunicators 3.53 4
432. Credit for Dispatch Circuits 225 3.
440, Cradit for Emargmcy Gomunlcatlons . 8.83 10
Firs Departmeant
513. Credit for Engine Companles 6.00 8
523, Credit for Reserve Pumpers’ 0.00 8.5
532. Credit for Pumper Capacity 3.00 3
549. Credit for Ladder Service 4.00 4
553. Credit for Reserve Ladder and Service Trucks 2.50 8.5
561. Credit for Deployment Analysis 7.52 19
571. Credit for Company Personnel 7.71 15
581. Credit for Training ' 8.35 9
730: C‘redit for Operational Considerations 2.00 .2
§90. Credit for Fire Depariment 37.08 50
Water Sz:pply
6186. Credit for Supply System 28.10 30
621. Cradit for Hydrants 3.00 3
631. Credit for Inspection and Flow Testing - 7.00 7
840. Gredit for Water Suppily 3840 40
. Divergence ~4.22 -
1050.. Community Risk Reduction §.12 5.50
TotasCrodit| 8471 | 1055

Final Community Classification = 02/2X

PPC isa registered trademark of Insurance Services Office, Inc.
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29.

CAske No. 2019-00080
CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES
RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS

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):

Table 1
PSC 2002-00022 KIA WRIS|(est. 2018) PSC 2019-00080
line diameter miles inch-miles miles inch-miles|  Miles inch-miles
(inches)
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

a. Why has the number of miles of 2, 3, 4, 6, 8, and 16-inch line decreased from

b.

2002 to 2019?

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,



https://kia.ky.gov/WRIS/Pages/WRIS-Portal.aspx

CAske No. 2019-00080
CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES
RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS

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:

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.

. The data provided in the current case is the most accurate for the system in 2019.
Accordingly, the 2002 calculations are no longer valid.

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.

. 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



CAske No. 2019-00080
CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES
RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS

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



CAse No. 2019-00080
CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES

RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS

Regarding the outstanding bond information supplied by Pikeville in response to

Question 5 from KY PSC

a.

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?

. 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?

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:

Series 2012C was only for an advance refunding of KY Rural Water Finance debt that is

referenced in 0-2012-011 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:

ARTICLE XVI
RATES AND CHARGES FOR SERVICES OF THE SYSTEM

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



CAske No. 2019-00080
CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES
RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS

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.

MAD Pikevile
Res Meter Total Equiv. Res Meter Total Equiv.
Meter Size Number Equiv. Ratio Residentia Meter Size Number Equiv. Ratic Residentis
53" 518" 3,024 3,024
1 1 130 2 300
2 3 L 24 . 121 8 %8
4 4 23 100 4 11 25 275
G 1 63 63 6 i 63 130
3 1 140 140 3 0 140 0
328 4,597
Percent MW 710%

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



CAske No. 2019-00080
CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES
RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS

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: UMBG 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
1.17in 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

Inside Water
PAYMENTS PUBLIC REIMBURSEMENT
BUDGET PUBLIC WORKS WORKS WATER FOR MATERIALS
YEAR WATER 210.10.610. 210.10.610 210.10.610.99*
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
PAYMENTS PUBLIC REIMBURSEMENT

BUDGET PUBLIC WORKS WORKS WATER FOR MATERIALS

YEAR WATER 320.10.610 320.10.610 320.10.610.99*
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

WITNESSES: Tonya Taylor
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RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS

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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CITY OF PIKEVILLE WHOLESALE WATER SERVICE RATES
RESPONSES TO MOUNTAIN WATER DISTRICT’S INITIAL DATA REQUESTS

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:
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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.

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

WITNESSES: Tonya Taylor
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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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UMG Invoices
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TOTAL. GALLONS

A S T T A T R
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509315800
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P.0O

1/01

TRANSACTION REPORT .
, MAR/01/2017/WED 01:02 PM
'AX(TX) s
# DATE START T.|RECEIVER JCOM.TI?‘IE PAGE [TYPE/NOTE FILBI
001 |MAR/O1| 01: ozpuhusn? _‘:J___o:oo:u 1 |MEMORY 0K SG3)4739]
WATER DEPARTMENT ‘
MASTER WATER READINGS
oate: 2 ~[~/7
~TACCOUNT '
NUMBER LOCATION PRESENT | PREVIOUS USAGE AMOUNT
e 3077
SANDY VALLEY-Pikeville ‘([?02%&20 | /“?9 DON'T BILL

54-9566200-0

TOWN MOUNTAIN

Y2 3204103017

15617

. 5499094000 _

CHLOE ROAD

54.9911500-C

ISLAND CREEK

———

54-9928000-0

MUD CREEK-Southern Wt

T

q-uﬂéwa
13591 _

28114

73241 1'11288

1967 |

.

2909 |

/00?4

54-8514800-0

COOM BRANCH

Wep 2 [/1406

Wal/,

T 8479913000:0

SQUTH MAYD TRAIL "

He7&1

20045

54.90255000

HOOPWOOD HOLLOW

(5304112235

L3

5

54-9911800-0

ISLAND CK. TRAILER PK,

0l1o3

9042

2/
/43

Bt

54-5911500-0

HURRICANE CREEK

03§% 20704

/413

54-9912000-0

PIKE FLOYD-Southern

Y6278Y2:9]

;é%

54.5900100-0

COWPEN.-Mt, Water

2 70}4&3@7&351

VETER READER INTIALS: 227 L

R D

FLUSHING - EST

LEAKS - EST

TOTAI GAll NAMR

TOTAL

N O T ERE DV AR E R RS B

TR




P.01/01

54-9911800-0

ISLAND CK. TRAILER PK.

1392801205

1509315800
TR]NSACTION REPORT
APR/03/2017/MON 02:10 PM
TAX(TX) o
# |[DATE |START T.|RECEIVER [COM.TIME|PAGE [TYPE/NOTE B FILE]
001 |APR/D3 02:09PM | 4375136 I L 0:00:46 1 MEMORY 0K G3 498‘!J
" WATER DEPARTMENT
MASTER WATER READINGS
pate: H =3~ 7
KCCOUNT '
NUMBER LOCATION PRESENT | PREVIOUS | USAGE | AMOUNT
| 7077
oy SANDY VALLEY-Pikevite |1 2/89% W73 /5?5C1 DON'T BILL
‘ T
54.9966200-0_(TOWN MOUNTAIN 7‘/27%795‘7/7 /92 ’7/
54aégo§4po-‘o _ |CHLOE ROAD . Z[/ﬂj 13256 1703
54-9911500-0 _ [ISLAND CREEK 7!]/0 b 7% 368 | M__M__#;{'J
54-9328000-0  |MUD CREEK-Southern Wi, A?ZZT ]353/8 //5///
54-9914500.0  |COON BRANCH I .g 44_[_/_@09 242 ~
— {8488 13000:0—|SOUTHMAYD TRt -~ ——| P U GEA L FED 2D 2 W —
54.9925500.0__|noopwoon HioLlow | [§ | _1_5395 75 I

IMET

St AR

54-9911900-0  |HURRICANE CREEK 710224979594 /73) j
54-9912000-0  |PIKE FLDYD-SouI;harn _?gﬁ_ ’/éa'?;?j' L’[ ”L/ |
54.9900100-0  |COWPEN-Mt, Water 27 7HV 70340 2771

|  ToTAL 55300

ER READER INITIALS_ ';/%///“ T

FLUSHING - EST

LEAKS - EST

TOTAL GALLONS E——




1509315800 P.01/01

TRQQ?ACTION REPORT
MAY/01/2017/MON 02:53 PM

'AX (TX)

# DATE START T.|RECEIVER COM.TIME |PAGE [ TYPE/NOTE FILE

_,ggl MAY/O01 02:52P_M__E4i_5117 - 0:00:24 1 MEMORY 0K SG3 (5161
WATER DEPARTMENT

MASTER WATER READINGS

DATE: _(r- /'“/7

ACCOUNTY _ ' .
NUMBER LOCATION PRESENT | PREVIOUS USAGE AMOUNT |

SANDY VALLEY-Pikevills £/[£72_£e43 Y388 | D N78| odT siL
54-9956200-0  [TOWN MOUNTANN 7/77:9?772?35; 16234
| 54.9900400.0 |CHLOEROAD 7702 75 158 | Jbb"1 |

54-9911500-0 _[ISLAND CREEK 5 oY ¥ J110 &33 o0
" naumaooia_ i enmskssmmwe, | 57/94 11975 T

54-8914800-0  [COON BRANCH [ 2044/ IZ‘/L/ 200

—5429813000-0° * ~|SOUTHMAYOTRAIL % 4—8’—!}’7—7
| 54:99255000__|HOOPWOOD HOLLOW 1 fr @2 15384 78 |
5499118000 [ISLAND CK. TRAILER PK. Q) ) £29 1382 | [H7 :
5499119000 |HURRICANE CREEK }f//éf 210375 /736 | N
54-9912000-0  |PIKE FLOYD-Sauthern /27'?// 50333' 52 ’qr] ]
54.9900100-0  |COWPEN-ML Water 27/}4? 7311, o?é»ﬁ
| TOTAL 94550

"TIMETER READER‘?L‘JTT‘TK"CS}"f,/b”?;;/f/( T T

RSB

TR AT R R A

FLUSHING - EST !

LEAKS - EST

TOTAL GALLCNS




309937X00 p.01/01

rgkNSACTION REPORT
JUN/O01/2017/THU 01:31 PM

AX (TX)
# DATE START T. ]RECEIVER COH.TIHE} PAGE |TYPE/NOTE FILE
001 |JUN/O1 Dl:!ﬂ?Ml&l'ﬂﬁll? 0:00:24 1 |MEMORY OK 5630083
1]
WATER DEPARTMENT

MASTER WATER READINGS

DATE: é"/ﬂl?
ACCOUNT

NUMBER LOCATION PRESENT | PREVIOUS USAGCE AMOU;I__

SANDY VALLEY-pikovite | SoIA 1] :\%?Jéﬂ 123961 | on-tai
54-99652000  |TOWN MOUNTAIN 776500759209 | 729/

54.9909400-0  [CHLOE ROAD 78 %18' 7 7/ AL f303 S
54-9911500-0  [ISLAND CREEK 78772 [ 75048 2724
54.9328000.0 |MUD CREEK-Sauthern we, | /32061157198 11010

.‘if G 54-0914600-0__|COON BRANGH [29%7 12044 | (63
N e 913000:0— souwwmwmt———#gg—'?-1—3‘;‘?é{—--%é-—-———————
N 54.9925500.0 _[HOOPWOOD HOLLOW 145 73 |/84672 | )\ ‘ " R
N _
¥
5
S

54.99118000 /ISLAND CK. TRAILERPK. (0 [ 7 fr;‘ /1529 | /83
54-9811900-0  |HURRICANE CREEK 313L35 |2 1) 74 Ij ¥ p
54-9912000-0  |PIKE FLOYD-Southern L2030 |5 2676 | 243)

54.09001000 |COWPENML Water 7805 ’Q‘Z—@L ,;Zég "
TOTAL 5083

= ._-__mnmgr.-_és..-ﬁg.v, e e B e e S T W il e il e i

e

FLUSHING - EST

LEAKS - EST

TOTAL GALLONS




—_

< “WATER DEPARTMENT
MASTER WATER READINGS
oaTE: /737
ACCOUNT
NUMBER [LOCATION PRESENT PREVIOUS USAGE AMOUNT

SANOY VALLEY-Pikeville

| 54-9966200.0

790/55 " TT4500

TOWN MOUNTAIN

YIMYTHL 1A |

9535

, DON' 'ly BILL

_54.9909400-0

g19720 713778

CHLOE ROAD

21 I~

54-9911500-0

1393%0 15773 |

ISLAND CREEK !

3e0%.

 54-9925500-0

HOOPWOOD HOLLOW

15573 |1 /20

54.9926000:0 _|MUD CREEK-Squthern wi._| [ 29014 14,8905 /507 |
| 54-9914600-0___|COON BRANCH jD.S?D 1?7 /33
5479913000:0—|SOUTH MAYO TRAIL —— (S S # /4~ U Y57 /08ET

5692

. 54-9811800-0

oLlI1sS

ISLAND CK., TRAILER PK,

01712123 |

&

54-9911900-0

HURRICANE CREEK 3)67&?3’34:%

:339.0 -

54-9912000-0

PIKE FLOYD-Southern 4877255096

5764

54-9300100-0

25197 7

COWPEN-Mt. Water

A" 18051 23797

TOTAL ~———

AR

NONMEEEREDMWATERT il

FLUSHING - EST

T |METER RE;&DERWWIALS{@Q - ~§é?4 I

R

LEAKS - EST

TOTAL GALLONS

M@UN T

LS .-.‘@"1’ s Jr
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CAske 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



CAske 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-I, 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



CAske 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



CAske 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



CAske 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



CAske 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



CAske 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 ) Case No. 2019-00080
To Mountain Water District )

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 Staff’s 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.

Date: 3’/’2’/14 {L ZA:VL/

hilip Elswick, Cityﬁvlanager




