ARF FORM-1 July 2014

SUBMIT ORIGINAL AND FIVE ADDITIONAL COPIES, UNLESS FILING ELECTRONICALLY

APPLICATION FOR RATE ADJUSTMENT
BEFORE THE PUBLIC SERVICE COMMISSION

For Small Utilities Pursuant to 807 KAR 5:076
(Alternative Rate Filing)

North Shelby Water Company

(Name of Utility)

4596 Bagdad Road

(Business Mailing Address - Number and Street, or P.O. Box )

Bagdad, Kentucky 40003

(Business Mailing Address - City, State, and Zip)

502-747-8942

(Telephone Number)

BASIC INFORMATION

NAME, TITLE, ADDRESS, TELEPHONE NUMBER and E-MAIL ADDRESS of the person to whom correspondence or
communications concerning this application should be directed:

David Hedges, General Manager

(Name)

4596 Bagdad Road

(Address - Number and Street or P.O. Box)

Bagdad, Kentucky 40003

(Address - City, State, Zip)

502-747-8942

(Telephone Number)

pete@northshelbywater.com

(Email Address)

(For each statement below, the Applicant should check either "YES", "NO", or
“NOT APPLICABLE" (N/A)) YES NO N/A

1. a. Initsimmediate pastcalendar year of operation, Applicant had $5,000,000 or less in G O
gross annual revenue.

b. Applicant operates two or more divisions that provide different types of utility service. [0 =]
In its immediate past calendar year of operation, Applicant had $5,000,000 or less in
gross annual revenue from the division for which arate adjustment is sought.

2. a. Applicant has filed an annual report with the Public Service Commission for the past o [
year.
b. Applicant has filed an annual report with the Public Service Commission for the two o O
previous years.

3. Applicant's records are kept separate from other commonly-owned enterprises. E
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Applicant is a corporation that is organized under the laws of the state of
, is authorized to operate in, and is in good standing in

the state of Kentucky.

Applicant is a limited liability company that is organized under the laws of the state
of , Is authorized to operate in, and is in good standing in
the state of Kentucky.

Applicant is a limited partnership that is organized under the laws of the state of
, Is authorized to operate in, and is in good standing in

the state of Kentucky.

Applicant is a sole proprietorship or partnership.

Applicant is awater district organized pursuant to KRS Chapter 74.

Applicant is awater association organized pursuant to KRS Chapter 273.

A paper copy of this application has been mailed to Office of Rate Intervention, Office
of Attorney General, 1024 Capital Center Drive, Suite 200, Frankfort, Kentucky
40601-8204.

An electronic copy of this application has been electronically mailed to Office of Rate
Intervention, Office of Attorney General at rateintervention@ag.ky.gov.

Applicant has 20 or fewer customers and has mailed written notice of the proposed
rate adjustment to each of its customers no later than the date this application was
filed with the Public Service Commission. A copy of this notice is attached to this
application. (Attach acopy of customer notice.)

Applicant has more than 20 customers and has included written notice of the
proposed rate adjustment with customer bills that were mailed by the date on
which the application was filed. A copy of this notice is attached to this
application. (Attach acopy of customer notice.)

Applicant has more than 20 customers and has made arrangements to publish
notice once a week for three (3) consecutive weeks in a prominent manner in a
newspaper of general circulation in its service area, the first publication having
been made by the date on which this Application was filed. A copy of this notice
is attached to this application. (Attach a copy of customer notice.)

Applicant requires a rate adjustment for the reasons set forth in the attachment
entitled “Reasons for Application.” (Attach completed “ Reasons for Application”
Attachment.)

YES NO N/A

O Ed

OE0O

OO O

O @O

HREEN
[ 0O0

O =0

@00

OO E

OO E]

00O

This application does not
include a rate increase;
Customer Notice not
required.

1 [E]


mailto:rateintervention@ag.ky.gov

10.

11.

12.

13.

14.

15. a.
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YES NO N/A

Applicant proposes to charge the rates that are set forth in the attachment entitled [] [T]
“Current and Proposed Rates.” (Attach completed “Current and Proposed Rates”

Attachment.) No rate increase is proposed.

Applicant proposes to use its annual report for the immediate past year as the test [d] []
period to determine the reasonableness of its proposed rates. This annual report is
for the 12 months ending December 31, 2021

Applicant has reason to believe that some of the revenue and expense items set forth  [T] []
in its most recent annual report have or will change and proposes to adjust the test

period amount of these items to reflect these changes. A statement of the test period

amount, expected changes, and reasons for each expected change is set forth in the
attachment “Statement of Adjusted Operations.” (Attach a completed copy of
appropriate “Statement of Adjusted Operations” Attachment and any invoices,

letters, contracts, receipts or other documents that support the expected change

in costs.)

Based upon test period operations, and considering any known and measurable [0] []
adjustments, Applicant requires additional revenues of $ 0.00 and total
revenues from service rates of $ _ 3403684 . The manner in which these amounts

were calculated is set forth in “Revenue Requirement Calculation” Attachment.

(Attach a completed “Revenue Requirement Calculation” Attachment.)

As of the date of the filing of this application, Applicant had 5429 customers. [0] []

A billing analysis of Applicant's current and proposed rates is attached to this [O0] []

application. (Attach acompleted “Billing Analysis” Attachment.)
Current Billing Analysis Only

Applicant's depreciation schedule of utility plant in service is attached. (Attacha [2] []
schedule that shows per account group: the asset's original cost, accumulated
depreciation balance as of the end of the test period, the useful lives assigned to

each asset and resulting depreciation expense.)

Applicant has outstanding evidences of indebtedness, such as mortgage agreements, [0] []
promissory notes, or bonds.

Applicant has attached to this application a copy of each outstanding evidence of [2] [] []
indebtedness (e.g., mortgage agreement, promissory note, bond resolution).

Applicant has attached an amortization schedule for each outstanding evidence of  [o] [] []
indebtedness.
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LIST OF ATTACHMENTS
(Indicate all documents submitted by checking box)

[[]Customer Notice of Proposed Rate Adjustment

[0] “Reasons for Application” Attachment”

[2] Current and Proposed Rates” Attachment

[C] “Statement of Adjusted Operations” Attachment
[0]“Revenue Requirements Calculation” Attachment
[0] Attachment Billing Analysis” Attachment

[C] Depreciation Schedules

[E] Outstanding Debt Instruments (i.e., Bond Resolutions, Mortgages, Promissory Notes,
Amortization Schedules.)

[] state Tax Return
[CJFederal Tax Return

[0] Statement of Disclosure of Related Party Transactions - ARF Form 3



LIST OF ATTACHMENTS
North Shelby Water Company

1. Customer Notice of Proposed Rate Adjustments (Not applicable — no rate
change is proposed)

2. Reasons for Application
3. Current and Proposed Rates (Current only — no rate change is proposed)

4. Statement of Adjusted Operations and Revenue Requirements with the
following attachments:

i. References
ii. Table A - Depreciation Expense Adjustments
iii. Table B - Debt Service Schedule
5. Current Billing Analysis
6. Proposed Billing Analysis (No applicable — no rate change is proposed)
7. Depreciation Schedule
8. Outstanding Debt Instruments
i. RD Note91-07
ii. RD Note 91-08
iii.  RD Note 91-10
iv.  RD Note 91-12
v. RD Note 91-13
vi. RD Note91-14
vii. RD Note 91-15
9. Amortization Schedules

10.Statements of Disclosure of Related Party Transactions

11.Board Resolution



Attachment #1

No rate change is included in this
Application; therefore, Customer Notice is

not required.



Attachment #2



Reasons for Application

North Shelby Water Company (“the Company”) is filing this application in
accordance with the Public Service Commission’s Order dated July 19, 2021, in
Case No. 2021-00249. The Company is not seeking a change in rates with the

current application.



Attachment #3



5/8 Inch Meter

First 2,000
Next 3,000
Next 5,000
Next 40,000
Over 50,000

1 Inch Meter

First 5,000
Next 5,000
Next 40,000

Over 50,000

11/2 Inch Meter

First 10,000
Next 40,000
Over 50,000
2 Inch Meter
First 15,000
Next 35,000
Over 50,000
3 Inch Meter
First 35,000
Next 15,000
Over 50,000

gallons
gallons
gallons
gallons
gallons

gallons
gallons
gallons
gallons

gallons
gallons
gallons

gallons
gallons
gallons

gallons
gallons
gallons

CURRENT AND PROPOSED RATES

NORTH SHELBY WATER COMPANY

Current

$22.88 per month
$0.00774 per gallon
$0.00636 per gallon
$0.00567 per gallon
$0.00499 per gallon

Current
$46.10 per month
$0.00636 per gallon
$0.00567 per gallon
$0.00499 per gallon

Current
$77.90 per month
$0.00567 per gallon
$0.00499 per gallon

Current
$106.25 per month
$0.00567 per gallon
$0.00499 per gallon

Current
$219.65 per month
$0.00567 per gallon
$0.00499 per gallon

Proposed
$22.88 per month
$0.00774 per gallon
$0.00636 per gallon
$0.00567 per gallon
$0.00499 per gallon

Proposed
$46.10 per month

$0.00636 per gallon
$0.00567 per gallon
$0.00499 per gallon

Proposed
$77.90 per month

$0.00567 per gallon
$0.00499 per gallon

Proposed
$106.25 per month

$0.00567 per gallon
$0.00499 per gallon

Proposed
$219.65 per month

$0.00567 per gallon
$0.00499 per gallon

Difference

$0.00 0.00%
$0.00000 0.00%
$0.00000 0.00%
$0.00000 0.00%
$0.00000 0.00%

Difference
$0.00 0.00%
$0.00000 0.00%
$0.00000 0.00%
$0.00000 0.00%

Difference
$0.00 0.00%
$0.00000 0.00%
$0.00000 0.00%

Difference
$0.00 0.00%
$0.00000 0.00%
$0.00000 0.00%

Difference
$0.00 0.00%
$0.00000 0.00%
$0.00000 0.00%
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SCHEDULE OF ADJUSTED OPERATIONS
NORTH SHELBY WATER COMPANY

Operating Revenues

Total Metered Retail Sales

Private Fire Protection

Public Fire Protection

Sales for Resale

Interdepartmental Sales

Other Water Revenues:
Forfeited Discounts
Miscellaneous Service Revenues
Rents from Water Property
Other Water Revenues

Total Operating Revenues

Operating Expenses
Operation and Maintenance
Salaries and Wages - Employees

Salaries and Wages - Officers
Employee Pensions and Benefits

Purchased Water
Purchased Power

Fuel for Power Production
Chemicals

Materials and Supplies

Contractual Services

Rental of Equipment

Rental of Building/Real Property
Transportation Expenses
Insurance - Vehicle

Insurance - Gen. Liab. & Workers Comp.

Insurance - Other
Bad Debt

Miscellaneous Expenses
Total Operation and Mnt. Expenses

Depreciation Expense

Taxes Other Than Income
Total Operating Expenses

Total Utility Operating Income

Test Year Adjustments Ref. Proforma
3,408,671 (4,987) A 3,403,684
3,210 - 3,210
35,435 - 35,435
234,423 - 234,423
85,212 - 85,212
13,401 - 13,401
3,780,352 (4,987) 3,775,365
494,157 111,637 B
605,794
36,400 - 36,400
319,128 14,826 C
(129,887) D
(45,757) E
- 158,310
1,262,161 (21,257) F 1,240,904
85,713 (1,444) F 84,269
259,100 -
- 259,100
71,897 - 71,897
52,186 - 52,186
63,462 - 63,462
40,414 - 40,414
2,684,618 (71,883) 2,612,735
747,182 -
(72,355) G 674,827
54,324 (867) H 53,457
3,486,124 (145,105) 3,341,019
294,228 140,118 434,346




REVENUE REQUIREMENTS USING DEBT SERVICE COVERAGE METHOD

Pro Forma Operating Expenses

Plus: Average Annual Principal and Interest Payments

Additional Working Capital
Total Revenue Requirement
Less: Other Operating Revenue
Public Fire Protection
Revenue Required From Sales of Water
Less: Revenue from Sales with Present Rates
Required Revenue Increase
Percent Increase

REVENUE REQUIREMENTS USING OPERATING RATIO METHOD

Pro Forma Operating Expenses
Divided by: Operating Ratio
Subtotal
Plus: Interest Expense
Total Revenue Requirement
Less: Other Operating Revenue
Public Fire Protection
Revenue Required From Sales of Water
Less: Revenue from Sales with Present Rates
Required Revenue Increase
Percent Increase

3,341,019
400,942

80,188

3,822,150
368,471
3,210

3,450,469
3,403,684

46,784
1.37%

3,341,019
88%
3,796,613

217,931

4,014,543
368,471
3,210

3,642,862
3,403,684

239,178
7.03%



REFERENCES

. The Current Billing Analysis results in pro forma metered sales revenue of $3,403,684. This
reflects a full year at the retail rates that were effective in 2021 and indicates a decrease to
reported Metered Sales of $4,987 is required.

Since 2021, there have been increases in wage rates resulting in an annual wage increase of
$111,637.

The increase in wages results in higher employee pensions of $14,826.
. The non-cash portion of pension expenses was removed, resulting in a decrease of $129,887.

The Company pays 100 percent of its employees' health and dental insurance premiums. The
PSC requires that expenses associated with this level of employer-funded premiums be adjusted
to be consistent with the Bureau of Labor Statistics’ national average for an employer's share of
health insurance premiums. Average employer shares from BLS are currently 79 percent for
single coverage and 66 percent for families. The PSC also limits expenses associated with dental
insurance premiums to 60 percent for single and family coverages. Applying those percentages
to premiums to be paid in the current year results in a deduction from 2021 benefits expense of
$45,757.

The Company's test year water loss was 16.68 percent. The PSC's maximum allowable loss for
rate-making purposes is 15.0 percent. Therefore, the expenses for Purchased Water and Power
related to water purchased and pumped above the 15 percent limit are not allowed in the rate
base and must be deducted. Purchased Water was decreased by $21,257 and Purchased Power
was decreased by $1,444.

. The PSC requires adjustments to a water utility's depreciation expense when asset lives fall
outside the ranges recommended by NARUC in its publication titled "Depreciation Practices for
Small Utilities". Therefore, adjustments are included to bring asset lives to the midpoint of the
recommended ranges, with Depreciation Expense reduced by $72,355. See Table A.

. The increase in wages results in lower payroll taxes of $867.

Revenue requirements were computed using the Debt Service Coverage Method. Annual debt
service payments for the Company’s debt are shown in Table B. The five-year average of these
payments $400,942 is added in the revenue requirement calculation. The amount shown in
Table B for coverage on long term debt is required by the Company's loan documents. This
amount of $80,188 is included in the revenue requirement as Additional Working Capital.

Revenue requirements were also computed using the Operating Ratio Method. Average interest
over the next five years of $217,931 were added to the revenue requirement calculation.



Asset

Table A

DEPRECIATION EXPENSE ADJUSTMENTS

General Plant
Structures & Improvements

Communication & Computer Eqmt.

Office Furniture & Equipment
Power Operated Equipment
Tools, Shop, & Garage Equipment
Tank Repairs & Painting

Pumping Plant
Structures & Improvements
Telemetry
Pumping Equipment

Transmission & Distribution Plant
Hydrants
Transmission & Distribution Mains
Meter Installations
Meter Change-outs
Pump Equipment
Tank Fence
Services
Reservoirs & Tanks
Tank Painting & Repairs

Transportation Equipment
Entire Group

Water Treatment Plant
Water Treatment Equipment

Structures & Improvements

TOTALS

North Shelby Water Company

Date in
Service

various

various

various

various

various
various
various
various

various

various

various

various

Original

Cost *

454,562

100,107

159,712

2,239,521

288,829
15,620,670
615,869
1,234,448

670,337

4,980,129

403,513

14,666

26,782,363

Reported
Life Depr. Exp.

varies 15,984
varies 14,744
varies 18,870
varies 130,347
varies 5,777
varies 312,413
varies 18,704
varies 35,252
varies 21,576
varies 101,116
varies 72,106
varies 293

$ 747,182

Depreciation

Proforma Expense
Life Depr. Exp.  Adjustment
375 12,122 (3,862)
10.0 - -
225 4,449 (10,295)
12.5 - -
17.5 9,126 (9,744)
15.0 - -
375 - -
10.0 - -
20.0 111,976 (18,371)
50.0 5,777 -
62.5 249,931 (62,483)
45.0 13,686 (5,018)
15.0 82,297 47,045
20.0 - -
375 - -
40.0 16,758 (4,817)
45.0 110,670 9,554
15.0 - -
7.0 57,645 (14,462)
27.5 - -
375 391 98
$ 674,827 $ (72,355)

* Includes only costs associated with assets that contributed to depreciation expense in the test year.




Table B

DEBT SERVICE SCHDULE

North Shelby Water Company

CY 2023 - 2027

RD Note 91-07
RD Note 91-08
RD Note 91-10
RD Note 91-12
RD Note 91-13
RD Note 91-14
RD Note 91-15
TOTALS

CY 2023 CY 2024 CY 2025 CY 2026 CY 2027
Interest Interest Interest Interest Interest
Principal & Fees | Principal & Fees | Principal &Fees | Principal & Fees | Principal & Fees TOTALS

10,489 8,555 11,078 7,966 11,702 7,342 12,360 6,684 13,055 5989 | $ 95,220
7,945 8,041 8,303 7,683 8,676 7,310 9,067 6,919 9,475 6,511 79,930
14,324 16,604 14,951 15,977 15,605 15,323 16,287 14,641 17,000 13,928 154,640
18,240 33,110 18,878 32,472 19,539 31,811 20,223 31,127 20,931 30,419 256,750
35,552 59,641 36,663 58,530 37,809 57,384 38,990 56,203 40,209 54,984 475,965
50,144 60,745 51,335 59,554 52,554 58,335 53,802 57,087 55,080 55,809 554,445
35,244 42,308 36,081 41,471 36,938 40,614 37,815 39,737 38,713 38,839 387,760
171,938 229,004 | 177,289 223,653 | 182,823 218,119 | 188,544 212,398 | 194,463 206,479 | $ 2,004,710

Average Annual Principal & Interest S 400,942
Average Annual Coverage S 80,188
Interest Only 1,089,653
Average Interest Only 217,931
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CURRENT BILLING ANALYSIS WITH 2021 USAGE & EXISTING RATES
NORTH SHELBY WATER COMPANY

SUMMARY
COMPONENT BILLS GALLONS REVENUE
Total Retail Sales 64,254 425,447,200 S 3,442,939
Less Adjustments S (39,255)
Total S 3,403,684
From PSC Annual Report S 3,408,671
Difference S (4,987) Adjustment to SAO Billed Revenues
Percent -0.15%
CONSUMPTION BY RATE INCREMENT 5/8 X 3/4 INCH METER
First Next Next Next Over
USAGE BILLS GALLONS 2,000 3,000 5,000 40,000 50,000 Total
First 2,000 16,103 14,808,900 14,808,900 14,808,900
Next 3,000 27,521 91,121,700 55,042,000 36,079,700 91,121,700
Next 5,000 13,676 92,199,800 27,352,000 41,028,000 23,819,800 92,199,800
Next 40,000 5,394 96,275,500 10,788,000 16,182,000 26,970,000 42,335,500 96,275,500
Over 50,000 296 29,435,700 592,000 888,000 1,480,000 11,840,000 14,635,700 29,435,700
62,990 323,841,600 108,582,900 94,177,700 52,269,800 54,175,500 14,635,700 323,841,600
REVENUE BY RATE INCREMENT 5/8 X 3/4 INCH METER
USAGE BILLS GALLONS RATE REVENUE
First 2,000 62,990 108,582,900 $22.88 per month S 1,441,211.00
Next 3,000 94,177,700 $0.00774 per gallon S 728,935.00
Next 5,000 52,269,800 $0.00636 per gallon S 332,436.00
Next 40,000 54,175,500 $0.00567 per gallon S 307,175.00
Over 50,000 14,635,700 $0.00499 per gallon S 73,032.00
323,841,600 S 2,882,789.00
CONSUMPTION BY RATE INCREMENT 1 INCH METER
First Next Next Over
USAGE BILLS GALLONS 5,000 5,000 40,000 50,000 Total

First 5,000 506 937,500 937,500 937,500



Next 5,000 238 1,663,000 1,190,000 473,000 1,663,000
Next 40,000 161 3,089,200 805,000 805,000 1,479,200 3,089,200
Over 50,000 23 2,198,000 115,000 115,000 920,000 1,048,000 2,198,000
928 7,887,700 3,047,500 1,393,000 2,399,200 1,048,000 7,887,700
REVENUE BY RATE INCREMENT 1 INCH METER
USAGE BILLS GALLONS RATE REVENUE
First 5,000 928 3,047,500 $46.10 per month S 42,781.00
Next 5,000 1,393,000 $0.00636 per gallon S 8,859.00
Next 40,000 2,399,200 $0.00567 per gallon $  13,603.00
Over 50,000 1,048,000 $0.00499 per gallon S 5,230.00
7,887,700 S 70,473.00
CONSUMPTION BY RATE INCREMENT 11/2 INCH METER
First Next Over
USAGE BILLS GALLONS 10,000 40,000 50,000 Total
First 10,000 58 117,000 117,000 117,000
Next 40,000 14 328,400 140,000 188,400 328,400
Over 50,000 41 7,297,800 410,000 1,640,000 5,247,800 7,297,800
113 7,743,200 667,000 1,828,400 5,247,800 7,743,200
REVENUE BY RATE INCREMENT 11/2 INCH METER
USAGE BILLS GALLONS RATE REVENUE
First 10,000 113 667,000 $77.90 per month S 8,803.00
Next 40,000 1,828,400 $0.00567 per gallon S 10,367.00
Over 50,000 5,247,800 $0.00499 per gallon S 26,187.00
7,743,200 $ 45,357
CONSUMPTION BY RATE INCREMENT 2 INCH METER
First Next Over
USAGE BILLS GALLONS 15,000 35,000 50,000 Total
First 15,000 51 328,700 328,700 328,700
Next 35,000 38 1,081,900 570,000 511,900 1,081,900
Over 50,000 74 11,679,300 1,110,000 2,590,000 7,979,300 11,679,300
163 13,089,900 2,008,700 3,101,900 7,979,300 13,089,900
REVENUE BY RATE INCREMENT 2 INCH METER
USAGE BILLS GALLONS RATE REVENUE



First 15,000 163 2,008,700 $106.25 per month S 17,319.00
Next 35,000 3,101,900 $0.00567 per gallon S 17,588.00
Over 50,000 7,979,300 $0.00499 per gallon S 39,817.00
13,089,900 S 74,724
CONSUMPTION BY RATE INCREMENT 3 INCH METER
First Next Over
USAGE BILLS GALLONS 35,000 15,000 50,000 Total
First 35,000 18 72,700 72,700 72,700
Next 15,000 1 37,400 35,000 2,400 37,400
Next 50,000 41 72,774,700 1,435,000 615,000 70,724,700 72,774,700
60 72,884,800 1,542,700 617,400 70,724,700 72,884,800
REVENUE BY RATE INCREMENT 3 INCH METER
USAGE BILLS GALLONS RATE REVENUE
First 35,000 60 1,542,700 $219.65 per month S 13,179.00
Next 15,000 617,400 $0.00567 per gallon S 3,501.00
Over 50,000 70,724,700 $0.00499 per gallon S 352,916.00
72,884,800 S 369,596



Attachment #6

This application does not include a rate
Increase; therefore, a Proposed Billing

Analysis is not required.
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NORTH SHELBY WATER COMPANY
DEPRECIATION SCHEDULE

12/31/2021 2021
ENDING Anticipated
BALANCE Depreciation
STRUCTURES & IMPROVEMENTS # 105 22,159.23 1,570.42
STANDPIPES # 107 4,980,129.27 101,115.95
WATER TREATMENT PLANT # 108 14,666.42 293.33
WATER DISTRIBUTION MAINS # 109 15,620,669.72 312,413.40
SERVICES # 110 670,336.94 21,575.82
METERS # 111 1,234,448.12 35,251.64
METER INSTALLATION # 112 615,868.52 18,703.72
HYDRANTS # 113 288,828.96 5,776.60
PUMPING STATION EQUIP # 115 2,239,520.92 130,346.64
WATER SALES STATION # 116 - 0.00
BUILDING # 149 432,403.22 14,413.44
OFFICE EQUIPMENT # 150 100,107.47 14,744.15
TRANSPORTATION EQUIPMENT # 155 403,512.50 72,106.48
SHOP EQUIPMENT # 157 159,711.97 18,870.24
26,782,363.26 747,181.82

SUMMARY SHEET
DECEMBER 31, 2021

https://d.docs.live.net/4620783bd5d64abe/North Shelby WC/Depreciation Schedule 2021 Modified for Rate Study

Depreciation Schedule 2021 Modified for Rate Study
9/5/20227:52 PM
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