COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
In the Matter of:
ELECTRONIC BIG SANDY WATER )
DISTRICT’S UNACCOUNTED-FOR WATER ) CASE NO. 2022-00301
LOSS REDUCTION PLAN, SURCHARGE AND )
MONITORING )

NOTICE OF AMENDMENT TO INFRASTRUCTURE IMPROVEMENT PLAN
AND MOTION FOR AUTHORIZATION FOR USE OF SURCHARGE PROCEEDS

Pursuant to 807 KAR 5:001, Section 5, Big Sandy Water District (“Big Sandy District” or
“the District”) gives notice of the amendment of its current Infrastructure Improvement Plan and
moves for authorization to use the proceeds of its Water Loss Reduction Surcharge (“Surcharge”)
for the purposes set out in this Motion.

In support of its Notice and Motion, the District states:

1. In Case No. 2022-00044, the District requested authority to assess the Surcharge to
fund its water loss reduction efforts.! It proposed to assess a monthly surcharge of $6.15 on each
customer for 60 months. The District estimated that the proposed surcharge would generate
$354,240 annually, or $1,771,200 over the proposed life of the surcharge. The amount of the
proposed surcharge was based upon the sum of purchased water expense and purchased power
expense in calendar year 2020 that 807 KAR 5:066, Section 3 required to be disallowed from
recovery in the District’s rates due to excessive unaccounted-for water loss. In its application, the
District identified initial expenditures of $910,328 for which the proposed surcharge proceeds
would be used but noted that other water loss control expenditures would subsequently be

submitted for Public Service Commission (“the Commission”) review and approval.

' Electronic Application of Big Sandy Water District for an Adjustment of Its Water Rates Pursuant to 807 KAR
5:076, Case No. 2022-0004 (Ky. PSC filed Mar. 25, 2022), Application, Exhibit N.
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2. On September 13, 2022, the Commission found that a monthly surcharge was “a
reasonable means for Big Sandy District to recover the cost of its efforts in water leak detection
and repair in order to reduce the increased expense and lost revenue from unaccounted-for water
loss? and authorized the District to assess a monthly surcharge of $6.42 per active meter for a
period of 60 months. The Commission expected the Surcharge to produce $369,639 annually® or
$1,848,195 over the 60-month period.

3. In its Order of September 13, 2022, the Commission also directed the District to
file a qualified infrastructure improvement plan.*

4, On December 16, 2022, the District submitted its Infrastructure Improvement Plan
to the Commission.

5. On February 10, 2023, the District requested authorization to use $88,576 of
Surcharge proceeds to replace a damaged water stream crossing and to temporarily withdraw an
additional amount not to exceed $48,413 for materials and outside labor and services related to the
replacement crossing’s construction pending its receipt of Cleaner Water Grant Funds. On
April 14, 2023, the Commission granted the requested authorization. The District subsequently
used $68,255.42 of Surcharge proceeds to construct the replacement crossing.’

6. On February 10, 2023, the District also submitted a revised Infrastructure
Improvement Plan (“First Revised Plan”) that provided greater details of its proposed use of

Surcharge proceeds. In the First Revised Plan, a copy of which is set forth at Exhibit A of this

2 Electronic Application of Big Sandy Water District for an Adjustment of Its Water Rates Pursuant to 807 KAR
5:076, Case No. 2022-0004 (Ky. PSC Sep. 13, 2022),

3 Id at19.

4 Id. at20-21.

5 The District originally estimated the total replacement cost to be $136,989 and expected to use $48,412.93 in
Cleaner Water Program grant funds towards that cost. The actual replacement cost was $116,668.35.
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Motion, the District proposed improvements and programs whose expected total cost was
$1,451,246.

7. On May 30, 2023, the Commission authorized the District to use Surcharge
proceeds to acquire a truck, leak detection equipment, and 1,000 water meters and to fund an
employee position devoted to water leak detection. It denied the use of Surcharge proceeds for the
other improvements and programs set forth in the Amended Plan. A copy of the Order of May 30,
2023, is attached to this Motion as Exhibit B.

8. Consistent with the Order of May 30, 2023, the District has made the authorized
purchases at a total cost of $397,227° but has not created the water leak detection position after
being unable to find a qualified person to fill the position.

0. As of December 31, 2024, the District’s Surcharge billings totaled approximately
$815,250; approximately $788,200 of Surcharge proceeds has been collected; and $465,482.42 of
Surcharge proceeds has been spent. As of December 31, 2024, the balance of the Surcharge fund
is $328,229.46.

10. The District has revised the First Revised Plan to add the necessary equipment and
infrastructure to improve the District’s ability to identify and respond to water leaks and to identify
for replacement existing water mains that significantly contribute to the District’s water loss. A
copy of this revised plan (“Second Revised Plan”) is attached to this Motion as Exhibit C. The
District has discussed the revisions set forth in the Second Revised Plan previously in its annual

surcharge progress reports to the Commission.

6 Meters $339,000.00
Itron Digital Leak Detection Equipment $ 3,227.00
Truck $ 65.000.00
Total $397,227.00
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11. The District proposes to use the remaining Surcharge proceeds for the following:

a. Purchase of a Hydro Excavator. The District proposes to purchase a hydro
excavator at an estimated cost of $53,276. A hydro excavator uses a blast of pressurized water to
quickly create a dirt slurry that is then vacuumed into a storage tank, uncovering water lines
without damaging them. Hydro excavation provides for better damage and safety control than
mechanical methods. As it is more accurate, it limits accidents and injuries for laborers and the
general public. It avoids damage to underground facilities, thus reducing repair and restoration
costs. It also limits damage to customers’ property on which broken or leaking lines are located.
Most importantly, it will allow District employees to more quickly access and repair broken or
leaking lines. A specifications sheet providing additional information about the hydro excavator
the District proposes to purchase and price quotes are attached to this Motion as Exhibits D and E.
The Commission has authorized other water utilities to use water loss surcharge proceeds to
purchase such equipment.’

b. Purchase of Meters to Create Additional District Metering Areas. The
District proposes to purchase ten zone meters to create ten additional district metering (“DMASs”)
at a total estimated cost of $101,528.89. DMAs are capable of being isolated. A “zone” meter
monitors water flow entering the DMA and allows the District to compare that flow to metered
sales to determine water loss within the DMA. Each zone meter is equipped with pressure sensing
equipment and is integrated into the District’s telemetry network, providing the District with
accurate real-time flow information that can be used to pinpoint areas of loss, focus repair efforts,

and prioritize future projects. The District currently has 16 DMAs. The water flow within a DMA

7 See, e.g., Application of Graves County Water District for an Alternative Rate Adjustment, Case No. 2018-00429
(Ky. PSC Sep. 30, 2019): Electronic Application of Estill County Water District No. 1 for a Surcharge to Finance
Water Loss Control Efforts, Case No. 2019-00119 (Ky. PSC Dec. 13, 2023), Order at 8.
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is more effectively monitored, and water leaks more quickly detected, if a DMA contains a smaller
number of meters. Currently, the District’s DMAs have an average of approximately 300 meters.
The creation of ten additional DMAs will reduce the average number of meters within a DMA to
190. The estimated cost includes the cost of nine three-inch meters, one four-inch meters, five six-
inch meter assemblies and four four-inch meter assemblies. District employees will install the
metering equipment. The District’s proposal is consistent with the Commission’s policy statement
in Case No. 2019-00041® which endorsed and encouraged the creation of DMAs and installation
of zone meters to better detect water loss. Price quotes for the metering equipment are attached as
Exhibit F to this Motion.

c. Water Main Improvements. In its Second Revised Plan, the District has
identified five water main improvement projects that should significantly reduce water loss. It
proposes to use surcharge proceeds to fund the replacement of two projects — the Bear Creek Road
and the Friendship Road Replacement Project — which have the greatest water lost. The total
estimated cost of these projects is $1,555,000. A detailed breakdown of the cost of each
replacement project is found at Exhibit G of this Motion. The District prefers to construct both
projects simultaneously or in rapid succession, but, if funding is unavailable to do so, priority will
be given to the Bear Creek Road Replacement Project, which has a projected cost of $775,000.

d. Reimbursement of Cost of Engineering Review of Water Main
Replacements. The District requests authorization to use $5,370 of Surcharge proceeds for work

which the District’s engineers performed to develop cost estimates for the water main

8 Electronic Investigation Into Excessive Water Loss By Kentucky’s Jurisdictional Water Utilities, Case No. 2019-

00041 (Ky. PSC Nov. 22, 2019), Order at 6-7 (recommending that “[t]hose water utilities that rely on traditional
methods for locating leaks begin installing zone meters to help identify problem areas”).
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improvement projects set forth in the Revised Plan. A copy of the invoice for these services is
attached as Exhibit H to this Motion.

12. Neither the proposed acquisition of equipment nor the two water main improvement
projects require a certificate of public convenience and necessity.

a. The proposed acquisition and installation of metering equipment is an
ordinary extension in the usual course of business as it will not result in the wasteful duplication
of equipment or plant, compete with the certificates or service of other utilities subject to
Commission jurisdiction, will not involve sufficient capital outlay to materially affect the District’s
existing financial condition or result in increased charges to the District’s customers.’

b. KRS 278.020(1)(a)(3) exempts waterline improvement projects from the
requirement for a certificate of public convenience and necessity if constructed by a Class A water
district, does not require the issuance of debt obligations requiring Commission approval pursuant
to KRS 278.300, and will not result in increased rates to the water district’s customers. The District
has annual revenues in excess of $3,000,000'° and is therefore a Class A water district.'! The
proposed waterline improvement projects, if constructed with Surcharge proceeds, will not require

the issuance of any debt obligations and will not affect the District’s rates for water service.!'?

% KRS 278.020(1)(a)(2)807 KAR 5:001, Section 15(3).

10" Annual Report of Big Sandy Water District to the Kentucky Public Service Commission for the Year Ending
December 31, 2023 at Ref Page 11.

1Y Uniform System of Accounts for Class A/B Water Districts and Associations at 14 (Ky. PSC 2002) (defining Class
A water utilities as “[u]tilities having annual water operating revenues of $750,000 or more”).

12" Under current conditions, the District expects to have sufficient funds in the Surcharge Account to construct one
of the proposed water main improvement projects but will require an addition $332,463 to construct both projects.
The District may use internal funds or seek grants from state and federal government agencies to obtain this additional
amount. If such funding is not available and an extension of the surcharge or a rate adjustment or a long-term loan is
necessary to fund the second project, then the District will apply for a certificate of public convenience and necessity
for that project.



WHEREFORE, Big Sandy Water District respectfully moves for an Order authorizing

the expenditure of Surcharge proceeds as set forth in this Motion.

Dated: January 27, 2025 Respectfully submitted, . &
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INFRASTRUCTURE IMPROVEMENT PLAN (AMENDED)

Background. Big Sandy Water District (“the District”) purchases its total water requirements from
neighboring water suppliers. As shown in the table below, in each year since 2010 it has been
unable to account for 23 percent or more of its total purchased water. During that period, it has
experienced an average annual unaccounted water loss rate of 33.4 percent. Simply put, for every
two gallons of water it has sold since 2010, the District has lost one gallon of water. In 2021 it lost
more than four of every ten gallons of water that it purchased for resale.

Purchased Water Loss
Year (Gallons) (Gallons) Water Loss (%)
2010 378,902,000 88,960,000 23.48
2011 375,060,000 120,386,000 32.10
2012 374,610,000 118,358,000 31.59
2013 333,317,000 92,728,000 27.82
2014 359,009,000 111,684,000 31.11
2015 380,610,000 124,737,000 32.77
2016 377,589,000 128,461,000 34.02
2017 353,039,000 105,920,000 30.00
2018 409,693,000 167,013,000 40.77
2019 359,009,000 111,684,000 31.11
2020 413,582,000 183,368,000 44.34
2021 385,288,890 160,485,361 41.65

This high rate of unaccounted-for water adversely affects the District’s finances. In 2021, the
District expended approximately $501,927.80, or approximately 16.61 percent of its operating
expenses, to purchase and to transport unaccounted-for water — water that never reaches customer
meters. For the same year, it reported an operating loss of $332,241. For four of the last six years
in which the District has filed an annual report with the Public Service Commission, it has reported
operating losses.

Approximately 26.65 percent of the cost that the District incurred in 2021 to purchase and transport
this unaccounted-for water cannot be recovered through rates for water service. 807 KAR 5:066,
Section 6(3) provides that “[e]except purchased water rate adjustments for water districts and water
associations, and rate adjustments pursuant to KRS 278.023(4), for rate making purposes a utility's
unaccounted-for water loss shall not exceed fifteen (15) percent of total water produced and
purchased, excluding water used by a utility in its own operations.” 807 KAR 5:066, Section 6(3)
requires the disallowance of approximately $442,086.81 of purchased power and purchased power
costs due to the District’s high level of water loss.

In Case No. 2019-00041,* the Public Service Commission investigated the District’s high level of
water loss. In its final order, the Commission recommended several actions. These included the
implementation of a plan to comply with the meter testing requirements of 807 KAR 5:066, Section
16; the development of a zone metering system; the performance of annual water audits, and the

1 Electronic Investigation Into Excessive Water Loss by Kentucky’s Jurisdictional Water Utilities, Case No. 2019-
00041 (Ky. PSC Nov. 22, 2019).
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hiring of additional personnel to perform leak detection and water loss prevention activities
changes.

The District has acted to reduce its high level of water unaccounted-for water. It has established
eleven (11) district meter areas and plans to establish four additional ones before the end of 2023.a
series of district meter areas. The District monitors water usage within each of these meter areas.
Unusual water usage in a meter area is an indicator of a possible leak or water main break. Once
unusual water usage is identified in an area, the District deploys resources to that meter area to
pinpoint and repair the leak or break

The District has also sought to reduce the number of meters currently in service that have not been
tested for accuracy within ten (10) years. Inaccurately registering meters are believed to be a major
contributor to the District’s high water loss. 807 KAR 5:066, Section 16, requires a water utility
to periodically test all 5.8-inch water meters so that no meter remains in service longer than ten
years between tests. In July 2019, the District advised the Public Service Commission that
approximately 2,100 meters were in service for 10 years or longer since last being tested for
accuracy. This backlog resulted from the District’s limited testing facilities and its lack of
personnel. To alleviate the problem and to replace aging meters — the District’s last major meter
replacement occurred in 2000 - the District purchased 1,100 new meters at a cost of $216,000. The
District financed this purchase in part through the withdrawal of $100,000 from its depreciation
reserve account. As the District’s bond covenants required the maintenance of the depreciation
reserve account, the District was required the approval of Rural Development (“RD”) - the holder
of the District’s bonded debt. RD authorized the withdrawal of funds on the condition that the
District replenish the account as soon as possible. At this time, approximately $81,665 remains to
be redeposited into to the depreciation reserve account. At this time, the District has 1,308 meters
in service that have been in service for 10 or more years since last being tested for accuracy.

The District has been conducting annual water audits. The first water audit, conducted with the
assistance of the University of Kentucky Water Resources Research Institute (“WRRI”) and using
the methodology set forth in the American Water Works Association M36 Manual, was completed
and filed with the Public Service Commission in January 2021. A second audit, also prepared with
the WRRI’s assistance, was completed in December 2021. The District has committed to
conducting a water audit annually.

The District has lacked the funds to hire additional personnel to conduct additional leak detection
and water loss prevention activities. It currently has two unfilled full-time positions unrelated to
enhanced leak detection and water loss prevention efforts.

Surcharge Proposal. A lack of funding has stymied the District’s water loss control efforts. To
improve these efforts and obtain a meaningful reduction in water loss, the District applied to the
Public Service Commission in Case No. 2022-000442 to assess a surcharge of $6.15 on each
customer’s monthly bill for a period of 60 months. Assuming a customer base of 4,800 customers,
the proposed surcharge will produce additional annual revenue of $354,240. The amount of the
surcharge is based upon the sum of purchased water expense and purchased power expense that

2 Electronic Application of Big Sandy Water District for an Adjustment of Its Water Rates Pursuant to 807 KAR
5:076, Case No. 2022-00044 (Ky. PSC filed Mar. 25, 2022).
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807 KAR 5:066, Section 3 requires to be disallowed from rate recovery due to excessive
unaccounted-for water.

To ensure full transparency and the appropriate use of surcharge proceeds, the District further
proposed that following controls be placed on the proposed surcharge:

a. The surcharge will be billed as a separate line item and identified as “Water Loss
Detection and Control Program Surcharge.”

b. All surcharge proceeds will be maintained in a separate, interest-bearing account.

C. The District must obtain prior Public Service Commission approval for the use of
surcharge proceeds for any expenditure.

d. For each month in which the surcharge is in effect and until all surcharge proceeds
are expended, the District must submit to the Public Service Commission monthly activity reports
that include a statement of monthly surcharge billings and collections; a monthly surcharge bank
statement; a list of each payment from the account, its payee and a description of its purpose; and
invoices supporting each payment.

e. The District must submit to the Public Service Commission monthly water loss
reports for each month in which the surcharge is in effect and until all surcharge proceeds are
expended.

f. With the exception of deposits to District’s depreciation reserve fund to replenish
the remaining balance ($81,665) withdrawn for the purchase of metering equipment in 2020, the
District may not use surcharge proceeds for expenses incurred prior to surcharge’s effective date .

g. Each year following the effective date of the surcharge, the District must submit to
the Public Service Commission a schedule of the estimated and actual progress of its Water Loss
Detection and Repair Program and the estimated and actual surcharge expenditures. These reports
will permit the Public Service Commission to annually review the progress of the District’s efforts
and determine if changes are required or if the surcharge is no longer required.

h. Should the District fail to reduce its unaccounted-for water loss level to fifteen (15)
percent or less of total water produced and purchased, excluding water used by the District in its
own operations within 60 months of the effective date, the District may request an extension of
the period in which the surcharge may be assessed and collected.

I. Failure to comply with any control placed on the assessment of the surcharge is
sufficient basis to terminate the surcharge and to require the refund of all surcharge proceeds in
the District’s possession or control and of all proceeds disbursed for expenses or projects not
approved by the Public Service Commission.
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The proposed surcharge was similar to and consistent with the surcharge that the Commission
authorized in Cases No. 2011-00217° and No. 2018-00376* for Cannonsburg Water District and
in Case No. 2019-00119° for Estill County Water District to fund water loss control efforts. The
proposal was also consistent with the Water Loss Demonstration Project that the Commission
previously conducted in its effort to assist water utilities in their efforts to reduce water loss.®

On September 13, 2022, the Public Service Commission issued its decision in Case No. 2022-
00044, in which it, among other things, authorized the District to assess a monthly surcharge of
$6.42 on each active meter for a period of 60 months. It found the surcharge was “a reasonable
means for Big Sandy District to recover the cost of its efforts in water leak detection and repair in
order to reduce the increased expense and lost revenue from unaccounted-for water
loss.”’Assuming a customer base of 4,800 customers, the proposed surcharge will produce
additional annual revenue of $369,792, or approximately $1,848,960 over the period that surcharge
is assessed. The Public Service Commission further directed the District to file a Qualified
Infrastructure Improvement Plan that provides a detailed spending plan for surcharge proceeds.
On November 13, 2022, the District filed with the Public Service Commission tariff sheets
reflecting the rules governing the surcharge. On December 16, 2022, the District submitted its
Infrastructure Improvement Plan.

Upon further review of its initial Infrastructure Improvement Plan, the District has determined that
revisions are required and has submitted this revised plan.

Proposed Initial Expenditures. The District proposes to use surcharge proceeds to make the
following expenditures:

3 Application of Cannonsburg Water District for (1) Approval of Emergency Rate Relief and (2) Approval of the
Increase in Nonrecurring Charges, Case No. 2011-00217 (Ky. PSC Jun 4, 2012).

4 Application of Cannonsburg Water District for A Rate Adjustment for Small Utilities Pursuant to 807 KAR 5:076,
Case No. 2018-00376 (Ky. PSC May 13, 2019).

> Electronic Application of Estill County Water District No. 1 for a Surcharge to Finance Water Loss Control Efforts,
Case No. 2019-00119 (Ky. PSC Mar. 24, 2020).

6 See, e.g., Adjustment of Rates of North Logan Water District, Case No. 97-399 (Ky. PSC May 22, 1998); An
Investigation Into the Operations and Management of Mountain Water District, Case No. 96-126 (Ky. PSC Aug. 11,
1997); The Notice of Lake Village Water Association, Inc., of a Tariff Amendment Adjusting Rates and Imposing
Construction Surcharge, Case No. 89-075 (Ky. PSC Jan. 29, 1990); The Application of the Muhlenberg County Water
District, A Water District Organized Pursuant to Chapter 74 of the Kentucky Revised Statutes for a General
Adjustment of Rates and Revision of Rates, Case No. 9262 (Ky. PSC Oct. 9, 1985); The Notice By Lake Village Water
Association, Inc. of A Tariff Amendment Adjusting Rates; Notice of Tariff Amendment Imposing A Temporary Special
Rule To Limit The Availability of Water Service Connections; Application For A Certificate of Public Convenience
and Necessity; Application For Authority To Issue A Promissory Note and Mortgage To the Farmers Home
Administration; and Application and Request That It Be Included In the Demonstration Project to Define Excessive
Water Loss, Case No. 9290 (Ky. PSC Dec. 30, 1985)

7 Case No. 2022-00044, Order of Sept. 13, 2022 at 19.
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Expenditure Amount
Replenish Depreciation Reserve Fund (1/2020 Withdrawal for Meter $ 81.665.00
Purchase)
Additional 1,000 Meters $216,000.00
Water Listening Device $ 5,156.00
Leak Loggers $ 13,582.00
Pumps $168,000.00
Generator $ 89,668.00
Meter Testing Building $180,000.00
Meter Testing Bench $ 27,815.00
One Truck $ 65,000.00
Full-Time Employees (Leak Detection Team) (Annual Wage & Overhead) $204,360.00
Repair Reserve Fund $400,000.00
$1,451,246.00

Replenish Depreciation Reserve Fund. As a condition to RD’s approval of the withdrawal of
$100,000 from the District’s depreciation reserve fund for the purpose of purchasing metering
equipment in February 2020, the District must, in addition to the monthly deposits required under
its bond ordinances, must redeposit withdrawn funds. Approximately $81,665 remains to be
returned to the fund. The District proposes to refund this amount over a period of five years.

Additional 1,000 Meters. The District proposes to purchase an additional 1,000 meters to replace
existing meters and to return the District to compliance with the meter testing requirements of 807
KAR 5:066, Section 16. The District presently plans to purchase these meters over two-year
period.

Water Listening Devices and Leak Loggers. The District’s leak detection equipment was
purchased in 2005 and has limited capabilities. The District proposes to obtain a more sensitive
and accurate acoustical listening device. It also proposes to purchase water loggers to located in
meter zones experiencing higher than normal water usage to acoustically detect leaks. This
equipment is expected to be purchased within the surcharge’s first year.

Pumps and Generator. The District proposes to purchase ten pumps and one portable generator to
ensure system resiliency and continuity of service and to prevent potential water loss due to
pumping and power failures. This equipment will be purchased over a three-year period

Meter Bench and Meter Building. The District’s current meter building is poor condition and its
meter test bench can test only four meters at one setting. These conditions have contributed to the
failure to meet meter testing requirements. The District proposes to either construct a new meter
facility or renovate existing facility and to acquire a new test bench capable of testing twelve
meters concurrently.

Trucks. The District proposes to purchase one truck for use in leak detection and repair work. The
estimated cost for the truck includes a contingency to account for potential increases due to supply
chain problems. The District’s current vehicle fleet is old and has significant mileage. The purchase
of this vehicles is expected to occur within the first 18 months that the surcharge is in effect.
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Additional Employees. The District proposes to hire as soon as possible one full time employee
whose sole assignment will be leak detection and repair. The employee is expected to work
approximately 40 hours per week at a starting hourly wage of $15.00. Estimated annual cost of
$40,872, includes federal payroll taxes and employer pension contributions.

Repair Reserve Fund. Once leaks are located, they must be repaired. The District assumes that
labor of the repair of leaks will be funded through the District’s general fund. However, it currently
plans to reserve approximately $400,000 to cover the cost of materials and outside labor and other
services necessary for such repairs. Where feasible, the District will seek other sources of funding,
for example, government grants, to address these expenses. The District intends to use funds from
the Repair Reserve Fund to cover the materials and outside labor and service costs of a water main
stream crossing replacement completed on September 26, 2022. This replacement, whose total
cost approximately $136,989, was necessary to correct a significant leak in a 6-inch main. The
District would seek reimbursement for the expenses associated with this stream crossing
replacement are not financed from other sources, such as grant funds.

Retaining A Water Loss Specialist. The District may use remaining surcharge funds to contract
with a firm specializing in water loss reduction. It has been in discussions with one such firm,
Integrity Water and Energy, LLC, to assist its water loss efforts. The contacting firm would assist
in designing and implementing the District’s water loss reduction program. It would provide
training on leak detection techniques and equipment to District employees, assist in the purchase
and deployment of GIS software and equipment, and the identification of the geographic
coordinates of meters, valves, hydrants, and existing taps. It would also provide guidance and
assistance in the expansion of the District’s zone meter system.

Depending upon the results achieved and other circumstances, the District may modify its list of
proposed expenditures. As previously noted, all expenditures must receive prior Public Service
Commission approval. Any potential changes to its current list of expenditures would be address
in the District’s annual report on the surcharge.
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EXHIBIT B



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

ELECTRONIC BIG SANDY WATER DISTRICT'S )
UNACCOUNTED-FOR WATER LOSS ) CASE NO.
REDUCTION PLAN, SURCHARGE AND ) 2022-00301
MONITORING )

ORDER

By Order issued September 13, 2022, in Case No. 2022-00044! the Commission
approved an unaccounted-for water loss reduction surcharge for Big Sandy Water District
(Big Sandy District), and ordered Big Sandy District to file a qualified infrastructure
improvement plan with the Commission. The Commission opened this proceeding to
monitor Big Sandy District’s surcharge billings, collection, deposits, and expenditures. On
December 16, 2022, Big Sandy District filed its infrastructure improvement plan, and on
February 10, 2023, Big Sandy District filed a motion to amend its infrastructure
improvement plan, as well as an amended plan.

LEGAL STANDARD

The Commission approved a $6.42 per customer per month surcharge for five
years to provide Big Sandy District funds to address its excessive unaccounted-for water
loss.? Pursuant to Commission regulation 807 KAR 5:066, Section 6(3,) for ratemaking

purposes a utility’s unaccounted-for water loss shall not exceed 15 percent of the total

1 Case No. 2022-00044, Electronic Application of Big Sandy Water District for an Adjustment of Its
Water Rates Pursuant to 807 KAR 5:076 (Ky. PSC Sept. 13, 2022).

2 Case N0.2022-00044, Sept. 13, 2022 Order at 22.



water produced or purchased, excluding water consumed by a utility in its own operations.
In its 2020 annual report, Big Sandy District reported water loss of 44.34 percent.®

Big Sandy District was ordered to file a qualified infrastructure improvement plan
with the Commission. According to the Commission’s final Order in Case No. 2022-
00044, and the opening Order in this proceeding, the infrastructure improvement plan
should contain a “comprehensive unaccounted-for water loss reduction plan that
establishes priorities and a time schedule for eliminating each source of unaccounted-for
water loss and provided a detailed spending plan for the proceeds of the surcharge.”

DISCUSSION AND FINDINGS

December 16, 2022 Plan

Big Sandy District filed a prioritized list of what it considered to be its needs to
address its unaccounted-for water loss. The item that the district considered to be of
primary importance was the purchase of two trucks for use in leak detection and repair
work. The district estimated two trucks would cost $80,000.°

Second, Big Sandy District reported that it needed to update its leak detection
equipment. Big Sandy District stated that the device it is currently using was purchased
in 2005 and has a limited ability to detect leaks.® Big Sandy District proposed to purchase

a new, more sensitive listening device, as well as water leak loggers to be used in meter

3 Annual Report of Big Sandy District to the Public Service Commission for the Year Ended
December 31, 2020 (2020 Annual Report) at 57.

4 Opening Order, ordering paragraph 3; Case No. 2022-00044, Sept. 13, 2022 Order, ordering
paragraph 8a.

5 Big Sandy District Qualified Infrastructure Improvement Plan (filed Dec. 16, 2022) (Plan) at
unnumbered page 2.

6 Plan at unnumbered page 2.
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zones experiencing higher than normal usage. The district estimated the cost of these
items would be $18,738.7

As its third identified funding priority, Big Sandy District proposed to use $81,665
of surcharge proceeds to replenish its depreciation reserve fund.® Big Sandy District
stated that it had purchased 1,100 meters and it was required by Kentucky Rural Water
Association to replenish the fund in the amount of $100,000. Big Sandy District stated
that $81,665 remains to be returned to the fund, and it requested to use surcharge
proceeds for this purpose.

Fourth, Big Sandy District stated that it plans to purchase 1,000 additional meters
to replace existing meters and return the district to compliance with the meter-testing
standards set forth in Commission regulation 807 KAR 5:066, Section 16, which
establishes the maximum number of years a water meter may remain in service before it
must be tested for accuracy. Big Sandy District estimated the cost of 1,000 new meters
to be $216,000.°

Fifth, Big Sandy District proposed to hire two part-time employees to work
exclusively in leak detection and repair. The district anticipated each employee would
work 30 hours a week, 50 weeks per year, at a starting hourly wage of $15.00. Big Sandy
District estimated the annual cost to employ two part-time employees would be

$48,442.50.1°

7 Plan at unnumbered page 2.
8 Plan at unnumbered page 2.
9 Plan at unnumbered page 2.

10 Plan at unnumbered page 2.
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Sixth, Big Sandy District proposed to update its current meter building or build a
replacement. The estimated cost to do this was $180,000.1! Also, the district proposed
to spend $27,815 on a new meter test bench.!?

Seventh, Big Sandy District proposed to purchase ten pumps, variable frequency
drives and motors, for an estimated cost of $168,000.1* Additionally, Big Sandy District
proposed to purchase one portable generator at an estimated cost of $89,668.1* Big
Sandy District stated that these items would help avoid potential water loss due to
pumping and power failures.®

Finally, Big Sandy District stated that it was considering entering into a contract
with Integrity Water and Energy, LLC (Integrity).1® Big Sandy District stated that Integrity
can provide the district’'s employees with training on leak detection, as well as mapping
and GPS coordinates for meters valves, hydrants, and existing taps in Big Sandy District’s
system. Big Sandy District also stated that Integrity could add additional zone meters to
Big Sandy District's system.!’

February 10, 2023 Amended Plan

Along with a motion to amend its qualified infrastructure improvement plan, Big

Sandy District filed an amended plan on February 10, 2023. In its motion to amend, Big

11 Plan at unnumbered page 2.
12 Plan at unnumbered page 2.
13 Plan at unnumbered page 2.
14 Plan at unnumbered page 2.
15 Plan at unnumbered page 2.
16 Plan at unnumbered page 3.

17 Plan at unnumbered page 3.
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Sandy District stated that after additional consideration of the existing labor market, it had
determined that hiring one full-time employee to perform leak detection work was
preferable to hiring two part-time employees. Further, Big Sandy District stated that it
had purchased one truck from general funds, and was seeking to purchase only one truck
with surcharge proceeds. Finally, Big Sandy District requested to use surcharge funds to
cover the costs of replacing a stream crossing that was the location of a major leak in its
system, and proposed to use surcharge proceeds to establish a Repair Reserve Fund to
be used to cover the costs of materials and outside labor and other services necessary
to make repairs to its system when leaks are discovered.

On April 14, 2023, the Commission entered an Order approving Big Sandy
District's permanent use of $88,576 of surcharge proceeds to cover a portion of the cost
of replacing the stream crossing, and the temporary use of $48,412.93 of surcharge
proceeds for the same purpose conditioned upon Big Sandy District replacing these funds
in the surcharge account upon receipt of Cleaner Water grant funds from the Kentucky
Infrastructure Authority.

Concerning its request to use surcharge funds to purchase a truck for use in its
leak detection efforts, Big Sandy District stated that it had already purchased one truck
using general funds, because it could not delay the purchase, but argued that it needed
another truck because its current vehicle fleet is old and has significant mileage.® Big
Sandy District revised its cost estimate for the purchase of a truck to $65,000.*° Big

Sandy District stated this was done in order to include a contingency to account for

18 Big Sandy District's Amended Infrastructure Improvement Plan (filed Feb. 10, 2023) (Amended
Plan) at 5.

19 Amended plan at 5.
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potential increases due to supply chain problems.?® Having reviewed the request, the
Commission finds there is a suitably close nexus between the purchase of a truck and
the goal of reducing unaccounted-for water loss to approve the use of surcharge proceeds
for this purpose. Big Sandy District needs reliable, adequate transportation for its
personnel and materials in order to locate and repair leaks. The Commission reminds
Big Sandy District that if it chooses to finance the purchase of a truck, rather than wait to
accumulate the needed surcharge proceeds, the financing for this purchase is subject to
Commission approval as set forth in KRS 278.300.

Without stating why, Big Sandy District proposed to hire one full-time employee,
rather than two part-time employees, to engage solely in leak detection and repair.?
Further Big Sandy District stated that this employee is expected to work 40 hours a week
at a starting hourly wage of $15. The estimated annual cost of employing this person,
including federal payroll taxes and employer pension contributions is $40,872.22 Having
reviewed the request, the Commission finds that dedicating the labor of one full-time
employee to leak detection and repair is an action that should assist the district in reducing
its unaccounted-for water loss, and therefore the Commission approves this request.
However, the Commission expects Big Sandy District to completely dedicate this
employee to leak detection and repair, and not utilize this employee for general duties.

In its amended plan, Big Sandy District restated its requests to replenish its

depreciation reserve fund with $81,665 of surcharge proceeds; replace or renovate its

20 Amended Plan at 5.
21 Amended Plan at 6.

22 Amended Plan at 6.
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meter facility; purchase an additional 1,000 new meters, a water listening device, leak
loggers, ten pumps, one portable generator, and a new meter-test bench; and retain the
services of a water loss specialist, such as Integrity.>®> Big Sandy District did not make
any adjustments to its estimated cost to purchase the meters or any of the other
equipment it proposed to purchase.

Having considered the proposal, the Commission finds that the use of $81,665 of
surcharge proceeds to replenish depreciation reserve funds is inappropriate and should
be denied. Big Sandy District entered into the commitment to purchase meters and
replenish its reserve fund in February 2020,2* more than two years before the surcharge
was approved. The purpose of the surcharge is to provide Big Sandy District with funds
it would not ordinarily have and to direct those funds toward spending that will reduce
unaccounted-for water loss. The proposal to replenish the reserve fund is a request to
use surcharge proceeds for what would otherwise be a normal operating expense and
obligation of the utility. The intended use of surcharge proceeds is to make funds
available for water loss reduction efforts that would otherwise not occur, not to provide
additional funds to meet pre-existing commitments.

The Commission, having considered Big Sandy District’'s request to establish a
Repair Reserve Fund, finds that this request should also be denied. The Commission will
consider requests to use surcharge proceeds to cover the costs of materials and outside
labor to repair leaks as those costs are incurred. Big Sandy District should file these

requests into the record of this proceeding and should provide documentation of the

23 Amended Plan at 5.

24 Amended Plan at 5.
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expense, including an explanation as to how it is related to reducing unaccounted-for
water loss.

The Commission notes that according to its records Big Sandy District has been
out of compliance with the meter-testing standards set forth in Commission regulation 807
KAR 5:066, Section 16(1) for a number of years.?®> Aging and untested meters often
contribute to unaccounted-for water loss. Because the Commission wants Big Sandy
District to return to compliance with the meter-testing regulation as soon as possible to
eliminate one potential cause of water loss, the Commission finds that Big Sandy District
should use surcharge proceeds to purchase the 1,000 new meters as proposed.

The purchase of a new water listening device and leak logging devices will enable
Big Sandy District to locate leaks on its system in a timely and efficient manner and
thereby reduce unaccounted-for water loss. Before a leak can be repaired it must be
located accurately, and the purchase of equipment to reliably locate leaks is a proactive
step toward reducing Big Sandy District's unaccounted-for water loss. Therefore the
Commission finds that surcharge proceeds should be used to purchase a leak detection
device and leak logging devices as proposed. As with the purchase of a truck, if Big
Sandy District choses to finance the purchase of meters, the listening device or the leak
logging devices rather than accumulate surcharge proceeds to make the purchases, Big

Sandy District must comply with the requirements of KRS 278.300.

25 The Commission’s Division of Inspections’ records indicate that Big Sandy District was inspected
on August 27, 2014; October 8, 2015; June 9, 2017; June 4, 2018; September 16, 2019; February 13, 2020;
and April 11, 2023. The report for each inspection indicated Big Sandy District was out of compliance with
the meter-testing requirement. The most recent inspection indicated that Big Sandy District has 1,500
meters currently in service for more than ten years without being tested.
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Some of the purchases Big Sandy District proposed to make with surcharge
proceeds are items the Commission finds are more appropriate to include in a sound
capital spending plan. Big Sandy District indicated it planned to purchase ten pumps and
a portable generator to be used in the event of pump or power failure. These items are
not directly related to reducing the unaccounted-for water loss that the system is currently
experiencing. Rather, their use is more preventative in nature. For this reason the
Commission does not approve the use of surcharge proceeds for these purchases, but
encourages Big Sandy District to develop and fund a capital spending plan to include
these items.

Big Sandy District’s proposal to replace or renovate its meter testing facility and
replace its meter testing bench did not include a cost benefit analysis. Big Sandy District
estimated the cost to replace or renovate the meter building is $180,000, and a new meter
bench is estimated to cost $27,815.26 The Commission does not approve the use of
surcharge proceeds for this purpose, but encourages Big Sandy District to explore the
option of utilizing a third-party contractor to test its meters and compare those costs to
the cost of replacing the facility before making a final decision on this matter. Should Big
Sandy District consider all possible alternatives and still conclude that the most
reasonable, least cost solution is to replace the facility, the Commission encourages Big
Sandy District to seek funding for this project from another source. Additionally, based
on the evidence presented in this proceeding, the Commission finds that the construction
anticipated by Big Sandy District requires a Certificate of Public Convenience and

Necessity.

26 Amended Plan at 5.
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In regards to Big Sandy District's proposal to engage the service of a firm
specializing in water loss reduction, the Commission lacks the necessary information to
determine whether this is an appropriate use of surcharge proceeds. Whether the use of
surcharge proceeds for this purpose is appropriate depends upon the specific services
provided by such a firm. Identifying the specific source and location of leaks and
developing a comprehensive asset improvement plan to remediate known causes of
water loss is of primary importance, as is taking the steps to implement an asset
improvement plan. Should Big Sandy District engage the services of such a firm, the
Commission will consider a request to use surcharge proceeds based upon the scope
and terms specific to such an arrangement.

IT IS THEREFORE ORDERED that:

1. Big Sandy District is granted authority to use surcharge proceeds to
purchase 1,000 new meters, a listening device and leak logging devices, and a truck for
use in water loss detection efforts.

2. Big Sandy District is granted authority to use surcharge proceeds to fund
one full-time employee to work exclusively on leak detection and repair.

3. Big Sandy District’s request to use $81,665 to replenish its reserve fund is
denied.

4, Big Sandy Districts request to use surcharge proceeds to renovate or
construct a meter building is denied.

5. Big Sandy District’s request to purchase a meter testing bench, ten pumps

and a generator using surcharge proceeds is denied.
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6. Big Sandy District shall file into the record of this proceeding requests to
use surcharge funds to cover the costs of materials and outside labor used to repair leaks
in its system.

7. Big Sandy District shall include in its monthly activity reports filed into the
record of this proceeding documentation of the final costs of the items approved for

purchase in this Order.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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EXHIBIT C



INFRASTRUCTURE IMPROVEMENT PLAN
Original: 12/16/2022
First Revision: 02/10/2023
Second Revision: 01/26/2025

Background

Big Sandy Water District (“the District”) purchases its total water requirements from neighboring
water suppliers. As shown in the table below, in each year since 2010 it has been unable to account
for 23 percent or more of its total purchased water. During that period, it has experienced an
average annual unaccounted water loss rate of 34.54 percent. Simply put, for every two gallons of
water it has sold since 2010, the District has lost one gallon of water.

Purchased Water Loss
Year (Gallons) (Gallons) Water Loss (%)
2010 378,902,000 88,960,000 23.48
2011 375,060,000 120,386,000 32.10
2012 374,610,000 118,358,000 31.59
2013 333,317,000 92,728,000 27.82
2014 359,009,000 111,684,000 31.11
2015 380,610,000 124,737,000 32.77
2016 377,589,000 128,461,000 34.02
2017 353,039,000 105,920,000 30.00
2018 409,693,000 167,013,000 40.77
2019 359,009,000 111,684,000 31.11
2020 413,582,000 183,368,000 44 .34
2021 385,288,890 160,485,361 41.65
2022 373,351,000 153,193,000 41.03
2023 350,859,000 137,318,000 39.14
Total 5,223,918,890 1,804,295,361 34.54

This high rate of unaccounted-for water adversely affects the District’s finances. In 2023, the
District expended approximately $424,575, or approximately 21.90 percent of its operating
expenses, to purchase and transport unaccounted-for water — water that never reaches customer
meters. While the District reported a net operating income of $47,411 for calendar year 2023, it
has reported operating losses for five of the last ten years in which the District has filed an annual
report with the Public Service Commission.

Approximately 24.19 percent of the cost that the District incurred in 2023 to purchase and transport
this unaccounted-for water, or approximately $262,417, cannot be recovered through rates for
water service. 807 KAR 5:066, Section 6(3) provides that “[e]except purchased water rate
adjustments for water districts and water associations, and rate adjustments pursuant to KRS
278.023(4), for rate making purposes a utility's unaccounted-for water loss shall not exceed fifteen
(15) percent of total water produced and purchased, excluding water used by a utility in its own
operations.” 807 KAR 5:066, Section 6(3) requires the disallowance of approximately
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$442,086.81 of purchased power and purchased power costs due to the District’s level of water
loss.

In Case No. 2019-00041,! the Public Service Commission (“the Commission”) investigated the
District’s high level of water loss. In its final order, the Commission recommended the
implementation of a plan to comply with the meter testing requirements of 807 KAR 5:066, Section
16; the development of a zone metering system; the performance of annual water audits, and the
hiring of additional personnel to perform leak detection and water loss prevention activities
changes.

Between the issuance of the Commission’s decisions in Case No. 2019-00041 and in Case No.
2022-00044,> the District took several actions to reduce its unaccounted-for water loss. It
established eleven (11) district meter areas (“DMAs”) and planned to establish additional DMAs.
It monitored water usage within each of these meter areas for unusual water usage. If unusual water
usage was identified in an area, the District then deployed resources to that meter area to confirm
the existence of and repair the leak or break. The District also purchased 1,100 meters at a cost of
$216,000 to replace older meters that had been in service for 10 or more years since their last test
for accuracy. With the assistance of the University of Kentucky Water Resources Research
Institute (“WRRI”) and using the methodology set forth in the American Water Works Association
M36 Manual, the District conducted water audits to better assess the sources of its water losses
and plan for reducing those losses.

Surcharge Proposal (Case No. 2022-00044)

A lack of funding stymied the District’s water loss control efforts. To improve those efforts and
obtain a meaningful reduction in water loss, the District applied in March 2022 to the Commission
in Case No. 2022-00044 to assess a surcharge of $6.15 on each customer’s monthly bill for a period
of 60 months.> Assuming a customer base of 4,800 customers, the proposed surcharge would
produce annual revenues of $354,240. The amount of the surcharge was based upon the sum of
purchased water expense and purchased power expense incurred in calendar year 2020 that 807
KAR 5:066, Section 3 required to be disallowed from rate recovery due to excessive unaccounted-
for water.

To ensure full transparency and the appropriate use of surcharge proceeds, the District further
proposed that:

a. The surcharge be billed as a separate line item and identified as “Water Loss
Detection and Control Program Surcharge;”

b. All surcharge proceeds be maintained in a separate, interest-bearing account;

U Electronic Investigation Into Excessive Water Loss by Kentucky’s Jurisdictional Water Utilities, Case No. 2019-

00041 (Ky. PSC Nov. 22, 2019).

2 Electronic Application of Big Sandy Water District for an Adjustment of Its Water Rates Pursuant to 807 KAR
5:076, Case No. 2022-00044 (Ky. PSC Sep. 13, 2022).

3 Electronic Application of Big Sandy Water District for an Adjustment of Its Water Rates Pursuant to 807 KAR
5:076, Case No. 2022-00044 (Ky. PSC filed Mar.25, 2022), Application at Exhibit N.
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c. The District obtain prior Commission approval for the use of surcharge proceeds
for any expenditure;

d. For each month in which the surcharge is in effect and until all surcharge proceeds
are expended, the District submit to the Commission monthly activity reports that include a
statement of monthly surcharge billings and collections; a monthly surcharge bank statement; a
list of each payment from the account, its payee and a description of its purpose; and invoices
supporting each payment;

e. The District submit to the Public Service Commission monthly water loss reports
for each month in which the surcharge is in effect and until all surcharge proceeds are expended;

f. Except for deposits to replenish the District’s depreciation reserve fund for $81,665
withdrawn to purchase metering equipment in 2020, no surcharge proceeds would be used for
expenses incurred prior to surcharge’s effective date;

g. Each year following the effective date of the surcharge, the District submit to the
Public Service Commission a schedule of the estimated and actual progress of its Water Loss
Detection and Repair Program and the estimated and actual surcharge expenditures;

h. Should the District be unable to reduce its unaccounted-for water loss level to
fifteen (15) percent or less of total water produced and purchased, excluding water used by the
District in its own operations, within 60 months of the surcharge’s effective date, the District may
request an extension of the period in which the surcharge may be assessed and collected; and,

1. Failure to comply with any control placed on the assessment of the surcharge would
serve as a sufficient basis to terminate the surcharge and to require the refund of all surcharge
proceeds in the District’s possession or control and of all proceeds disbursed for expenses or
projects not approved by the Public Service Commission.

The proposed surcharge was similar to and consistent with surcharges the Commission authorized
in Cases No. 2011-00217* and No. 2018-00376> for Cannonsburg Water District and in Case No.
2019-00119¢ for Estill County Water District No. 1 to fund water loss control efforts. The proposal
was also consistent with the Water Loss Demonstration Project that the Commission previously
conducted in its effort to assist water utilities in their efforts to reduce water loss.’

4 Application of Cannonsburg Water District for (1) Approval of Emergency Rate Relief and (2) Approval of the
Increase in Nonrecurring Charges, Case No. 2011-00217 (Ky. PSC Jun 4, 2012).

5 Application of Cannonsburg Water District for A Rate Adjustment for Small Utilities Pursuant to 807 KAR 5:076,
Case No. 2018-00376 (Ky. PSC May 13, 2019).

®  Electronic Application of Estill County Water District No. I for a Surcharge to Finance Water Loss Control Efforts,
Case No. 2019-00119 (Ky. PSC Mar. 24, 2020).

7 See, e.g., Adjustment of Rates of North Logan Water District, Case No. 97-399 (Ky. PSC May 22, 1998); An
Investigation Into the Operations and Management of Mountain Water District, Case No. 96-126 (Ky. PSC Aug. 11,
1997); The Notice of Lake Village Water Association, Inc., of a Tariff Amendment Adjusting Rates and Imposing
Construction Surcharge, Case No. 89-075 (Ky. PSC Jan. 29, 1990); The Application of the Muhlenberg County Water
District, A Water District Organized Pursuant to Chapter 74 of the Kentucky Revised Statutes for a General
Adjustment of Rates and Revision of Rates, Case No. 9262 (Ky. PSC Oct. 9, 1985); The Notice By Lake Village Water
Association, Inc. of A Tariff Amendment Adjusting Rates, Notice of Tariff Amendment Imposing A Temporary Special
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On September 13, 2022, the Public Service Commission issued its decision in Case No. 2022-
00044, in which it, among other things, authorized the District to assess a monthly surcharge of
$6.42 on each active meter for a period of 60 months. It found the surcharge was “a reasonable
means for Big Sandy District to recover the cost of its efforts in water leak detection and repair in
order to reduce the increased expense and lost revenue from unaccounted-for water
loss.”®Assuming a customer base of 4,800 customers, the proposed surcharge will produce
additional annual revenue of $369,792, or approximately $1,848,960 over the period that surcharge
is assessed. The Public Service Commission further directed the District to file a Qualified
Infrastructure Improvement Plan that provides a detailed spending plan for surcharge proceeds.
On November 13, 2022, the District filed with the Public Service Commission tariff sheets
reflecting the rules governing the surcharge. On December 16, 2022, the District submitted its
Infrastructure Improvement Plan. On February 13, 2023, the District submitted a revised
Infrastructure Improvement Plan to provide a more detailed plan for expending surcharge
proceeds.

Revised Infrastructure Improvement Plan and
Proposed Initial Expenditures of Surcharge Funds

The District proposed using surcharge proceeds for the following:

. Expected
Expenditure Cost

Replenish Depreciation Reserve Fund (1/2020 Withdrawal for Meter $ 81.665.00
Purchase)
Additional 1,000 Meters $216,000.00
Water Listening Device $ 5,156.00
Leak Loggers $ 13,582.00
Pumps $168,000.00
Generator $ 89,668.00
Meter Testing Building $180,000.00
Meter Testing Bench $ 27,815.00
One Truck $ 65,000.00
Full-Time Employees (Leak Detection Team) (Annual Wage & Overhead) $204,360.00
Repair Reserve Fund $400,000.00

$1,451,246.00

Replenish Depreciation Reserve Fund. As a condition to RD’s approval of the withdrawal of
$100,000 from the District’s depreciation reserve fund for the purpose of purchasing metering
equipment in February 2020, RD required the District, in addition to the monthly deposits required

Rule To Limit The Availability of Water Service Connections, Application For A Certificate of Public Convenience
and Necessity; Application For Authority To Issue A Promissory Note and Mortgage To the Farmers Home
Administration; and Application and Request That It Be Included In the Demonstration Project to Define Excessive
Water Loss, Case No. 9290 (Ky. PSC Dec. 30, 1985)

8 Case No. 2022-00044, Order of Sept. 13,2022 at 19.
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under its bond ordinances, to redeposit withdrawn funds in that fund. The District proposed to
deposit $81,665 of surcharge proceeds into the fund over a period of five years.

Additional 1,000 Meters. The District proposed to purchase over a two-year period an additional
1,000 meters to replace existing meters and to return the District to compliance with the meter
testing requirements of 807 KAR 5:066, Section 16.

Water Listening Devices and Leak Loggers. The District’s then-existing leak detection equipment
was purchased in 2005 and has limited capabilities. The District proposed to purchase a more
sensitive and accurate acoustic listening device. It also proposed to purchase within the surcharge’s
first year water loggers for meter zones experiencing higher than normal water usage.

Pumps and Generator. The District proposed purchasing over a three-year period ten pumps and
one portable generator to ensure system resiliency and continuity of service and to prevent
potential water loss due to pumping and power failures.

Meter Bench and Meter Building. The District proposed to either construct a new meter facility or
renovate its existing meter testing facility and acquire a new test bench capable of testing twelve
meters concurrently.

Trucks. The District proposed to purchase within the first 18 months of the surcharge’s assessment
one truck for use in leak detection and repair work.

Additional Employees. The District proposed hiring as soon as possible one full-time employee
whose sole assignment will be leak detection and repair. The employee will work approximately
40 hours per week at a starting hourly wage of $15.00. Estimated annual cost of $40,872, includes
federal payroll taxes and employer pension contributions.

Repair Reserve Fund. The District proposed to create a reserve fund of approximately $400,000
to cover the cost of materials and outside labor and other services necessary to repair leaks and
replace deteriorating water lines.

Retaining A Water Loss Specialist. The District suggested that any remaining surcharge funds
could possibly be used to contract with a firm specializing in water loss reduction to assist in the
District in designing and implementing the District’s water loss reduction program. The District
did not expressly request approval of surcharge funds for this purpose but merely advised the
Commission that it was considering such a possibility.

Emergency Water Main Replacement. On February 10, 2023, concurrent with the filing of its
revised Infrastructure Improvement Plan, the District also requested authorization to use $88,576
of surcharge proceeds to replace a damaged water stream crossing and to temporarily withdraw an
additional amount not to exceed $48,413 for materials and outside labor and services related to the
replacement crossing’s construction pending its receipt of Cleaner Water Grant Funds. On
April 14, 2023, the Commission granted the requested authorization.” The District subsequently
used $68,255.42 of Surcharge proceeds to construct the replacement crossing.

°  Electronic Big Sandy Water District’s Unaccounted-For Water Loss Reduction Plan, Surcharge And Monitoring,

Case No. 2022-00301 (Ky. PSC Apr. 14, 2023).
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Commission Decision on Amended Infrastructure Improvement Plan
and Requested Expenditures of Surcharge Proceeds

On May 30, 2023, the Commission authorized the District to use surcharge proceeds to acquire
truck, leak detection equipment, and 1,000 water meters and to fund an employee position devoted
to water leak detection. It denied the use of surcharge proceeds to reimburse the District’s
depreciation reserve fund for its previous purchase of 1,000 meters. Finding the District’s proposed
purchase of pumps and generators was not related to the reduction of unaccounted-for water, it
denied the District’s request to use surcharge funds for such purchases. Finding that the District
had failed to provide a cost benefit analysis to support the use of surcharge proceeds to construct
a new meter testing facility or renovate the District’s existing facility, the Commission also denied
that request. The Commission declined to endorse or approve the creation of a repair reserve fund
and ordered that the District request Commission approval to cover the costs of materials and
outside labor to repair leaks as those costs are incurred.”

Based upon the Commission’s Order of May 30, 2023, the District has purchased 1,000 meters, a
truck, and leak detection equipment at a total cost of $397,727. The District has been unable to
employ a qualified person to perform leak detection work under the conditions assumed in its First
Revised Infrastructure Improvement Plan. A breakdown of total authorized expenditures to date,
including the authorized emergency water main replacement, is shown below.

Expenditure Date Amount
Stream Crossing Repair 04/14/2023 $ 68,255.42
Meter Purchase (500) 06/18/2024 $164,500.00
Meter Purchase (500) 09/05/2024 $164,500.00
Itron Digital Leak Detector 10/30/2023 $ 3,227.00
Ford F-350 Truck 07/01/2023 $ 65,000.00
TOTAL $465,482.42

Proposed Infrastructure Improvements Through September 2027

Based upon the Commission’s assumption that the surcharge will generate $1,848,960 over a five-
year period, surcharge proceeds of approximately $1,382,712 remain available to fund
infrastructure improvements. The District proposes using those proceeds for the following
improvements in the following order of priority:

10 Electronic Big Sandy Water District’s Unaccounted-For Water Loss Reduction Plan, Surcharge And Monitoring,
Case No. 2022-00301 (Ky. PSC May 30, 2023).
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Expected
Improvement Cost
Purchase of Hydro Excavator $ 53,276.00
Metering Equipment to Establish Additional DMAs $ 101,528.89
Water Line Replacements/Improvements 0
Silver Run/Arthur Road Replacement Project $1,040,000.00
Friendship Road Replacement Project $ 780,000.00
Redbud Subdivision Road $ 79,000.00
Deer Park Road/Compton Drive $ 120,000.00
Bear Creek (SR 1937) from Friendship Road to Davis Branch $ 775,000.00
Water Line Replacements/Improvements — Engineering Review $ 5,370.00
Total $2,954,174.89

Purchase of a Hydro Excavator. The District proposes to purchase a hydro excavator at an
estimated cost of $53,276. A hydro excavator uses a blast of pressurized water to quickly create a
dirt slurry that is then vacuumed into a storage tank, uncovering water lines without damaging
them. Hydro excavation provides for better damage and safety control than the use of mechanical
methods. As it is more accurate, it limits accidents and injuries for laborers and the public. It avoids
damage to underground facilities, thus reducing expenses needed for repair and restoration. It also
limits damage to customers’ property on which broken or leaking lines are located. Equally
important, it will allow District employees to more quickly access and repair broken or leaking
lines. This use of surcharge proceeds is consistent with prior Commission decisions.!!

Purchase of Meters to Create Additional DMAs. The District proposes to purchase ten zone meters
to create ten additional DMAs at a total estimated cost of $101,528.89. It currently has 16 DMAs.
The water flow within a DMA can be more effectively monitored, and water leaks more quickly
detected, if a DMA contains a smaller number of meters. Currently, the District’s DMAs average
approximately 300 meters. With the creation of ten additional DMAs, the average number of
meters within a DMA will be 190. The estimated cost includes the cost of nine three-inch meters,
one four-inch meters, five six-inch meter assemblies and four four-inch meter assemblies. District
employees will install the metering equipment. The District’s proposal is consistent with the
Commission’s policy statements in Case No. 2019-00041'? which endorse and encourage the
creation of DMAs and installation of zone meters to better detect water loss.

Water Main Improvements/Replacements. The District has identified five water main
improvement/replacement projects that are expected to significantly reduce water loss. The water
mains are either the oldest water mains in the District’s system (Silver Run/Arthur Road,
Friendship Road, Bear Creek) or are exposed lines embedded in rock (Deer Park) or exposed creek
crossings (Red Bud Subdivision Road). A detailed breakdown of the cost of each replacement
project is appended to this Plan. The total cost of these projects is $2,794,000. The District

11 See, e.g., Application of Graves County Water District for an Alternative Rate Adjustment, Case No. 2018-00429
(Ky. PSC Sep. 30, 2019): Electronic Application of Estill County Water District No. 1 for a Surcharge to Finance
Water Loss Control Efforts, Case No. 2019-00119 (Ky. PSC Dec. 13, 2023), Order at 8.
12 Electronic Investigation Into Excessive Water Loss By Kentucky’s Jurisdictional Water Ultilities, Case No. 2019-
00041 (Ky. PSC Nov. 22, 2019), Order at 6-7 (recommending that “[t]hose water utilities that rely on traditional
methods for locating leaks begin installing zone meters to help identify problem areas™).
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recognizes that surcharge proceeds are insufficient to fund these projects in their entirety and is
actively seeking additional sources of funding. Highest priority will be given to the Silver
Run/Arthur Road Replacement Project and the Friendship Road Replacement Project.

Reimbursement of Cost of Engineering Review of Water Main Replacements. The District
requests authorization to use $5,370 of Surcharge proceeds for work which the District’s engineers
performed to develop cost estimates for the water main improvement projects listed above.

Creation of Leak Detection Employee Position. The District has previously proposed hiring a full-
time employee whose sole assignment will be leak detection and repair. It assumed that the
employee would work approximately 40 hours per week at a starting hourly wage of $15.00. The
District has been unable to find qualified person interested in the position at the stated wage and
has determined that, rather than create the proposed position, it will use surcharge proceeds to
focus on the replacement of problem water mains and provide the necessary tools to existing
employees to better locate water line leaks and breaks.
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EXHIBIT D



HYDRAULIC TILT TANK. Efficiently offload debris.

FLOWMASTER (OPTION). The FlowMaster
option can be used to hydraulically exercise water
valves and hydrants, making sure they will work
properly in times of need.

£l ¢ & - VERMEER.COM

40 GALLON WATER TANK. Has 40 gal (151 L)
of fresh water with 4 gpm (15 L/min) @ 3,000 psi
water pump.

| BEAM TRAILER. Units are built from start to
finish at our factory, including the trailer which
consists of a sturdy | beam construction.

Vermeer

Y

EQUIPPED TO
DO MORE.
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