COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
In the Matter of:

ELECTRONIC APPLICATION OF )
HARDIN COUNTY WATER ) CASE NO. 2023-00247
DISTRICT NO. 2 FOR A GENERAL )
ADJUSTMENT OF RATES )

APPLICATION
Applicant, Hardin County Water District No. 2 (“Hardin District” or “the

District”), pursuant to KRS 278.180 and 807 KAR 5:001, hereby applies to the
Public Service Commission (“Commission”) for authority to adjust its rates for
water service.

In support of its Application,! Hardin District states:

Background

1. Hardin District’s full name and post office address are: Hardin
County Water District No. 2, Post Office Box 970, Elizabethtown, Kentucky
42702. Its electronic mail address is: syouravich@hcwd2.org.

2. Copies of all orders, pleadings and other communications related to

this proceeding should be directed to:

1 To facilitate the Commission’s initial review of this Application, Hardin District has
attached as Exhibit 1 to this Application a document entitled“Filings Requirements List” that
consists of four pages, lists each statutory and regulatory requirement for an application for
general rate adjustment, identifies the exhibit or paragraph that satisfies the requirement, and
contains a hyperlink to that exhibit or paragraph.



KRS Chapter 74.
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Hodgenville, Kentucky 42748-0150
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damon.talley@skofirm.com
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Stoll Keenon Ogden PLLC
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(859) 231-3017
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Hardin District is not a corporation, limited liability company or
limited partnership. It has no articles of incorporation or partnership agreements.

Hardin District is a water district created under the provisions of

As of the end of the proposed test period, December 31, 2022,
Hardin District provided retail water service to approximately 29,932 retail

customers in the following Kentucky counties: Hardin, Hart and Larue. Its retail

On July 24, 2023, Hardin District filed with the Commission a request to create this docket

and notice of its intent to use electronic filing procedures.
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customers included 3,066 commercial customers, 40 industrial customers and
167 public authorities.® It provides wholesale water service to Hardin County
Water District No. 1.# Hardin District also provides wastewater collection service
to 39 customers in the Glendale Community of Hardin County, Kentucky.

6. A copy of the Resolution of Hardin District’s Board of
Commissioners authorizing the filing of this Application is attached as Exhibit 2
to this Application.

Compliance with 807 KAR 5:001, Sections 16 and 175

7. This Application requests a general adjustment of Hardin District’s
existing rates for water service and is supported by a twelve-month historical test
period ending December 31, 2022. Hardin District has adjusted test period
revenues and expenses to reflect known and measurable changes. Section
16(1)(a)l.

8. Hardin District submits this Application to ensure its rates for water
service are sufficient to meet its current and anticipated operating expenses,

service its outstanding debt instruments, and provide adequate working capital to

8 Annual Report of Hardin County Water District No. 2 to the Public Service Commission of
the Commonwealth of Kentucky for the Calendar Year Ended December 31, 2022 (2022
Annual Water Report”) at Ref Page 27.

4 1d. at Ref Page 30.

> The reference appearing at the end of each paragraph addressing Hardin District’s
compliance with these Sections refers to the appropriate section containing the filing
requirement being addressed.
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maintain its present high quality of service and to meet future demands for water
service within its territory. Section 16(1)(b)1.

9. Hardin District does not conduct or transact business in the
Commonwealth of Kentucky under an assumed name or any style other than its
real name. Therefore, no certificate of assumed name is required for this
Application. Section 16(1)(b)2.

10.  Revised tariff sheets setting forth Hardin District’s proposed rates
and stating an effective date of November 1, 2023 are attached as Exhibit 3 to
this Application. Section 16(1)(b)3.

11.  Hardin District’s present and proposed revised tariff sheets in
comparative form on the same sheet side-by-side are attached as Exhibit 4 to this
Application. Section 16(1)(b)4.

12.  In accordance with 807 KAR 5:001, Section 17(2)(b), Hardin
District will publish notice of its filing of this Application weekly for three (3)
consecutive weeks in a prominent manner in a newspaper of general circulation
In each county in which it provides retail water service. The first such notice was
published in the September 27, 2023 editions of the News-Enterprise and Larue
County Herald-News and the September 28, 2023 edition of the Hart County
News-Herald, the newspapers of general circulation in Hardin District’s territory.

A copy of this notice is attached to this Application as Exhibit 5. As of the filing



of this Application, a copy of this notice was posted in Hardin District’s office at
1951 W. Park Road, Elizabethtown, Kentucky and on its website and Facebook
page. These notices will remain posted until the conclusion of this proceeding.
Its wholesale customer was provided a separate notice of the rate adjustment that
described the proposed adjustment. Hardin County Water District No. 1 received
a notice in the same form as that attached to this Application as Exhibit 6. The
Notice to Hardin County Water District No. 1 was electronically mailed on
September 18, 2023 and was hand delivered on or before September 25, 2023.
Section 16(1)(b)5; Section 17(1) and (2).

13.  Pursuant to 807 KAR 5:001, Section 16(2), Hardin District filed
with the Commission on August 1, 2023 notice of its intent to file an application
for general rate adjustment. A copy of this notice was served by electronic mail
on the Office of Attorney General. This notice is attached as Exhibit 7 to this
Application. Section 16(2).

14. A complete description and quantified explanation of all
adjustments that Hardin District proposes to make to test period expenses is found
in Exhibit 8 to this Application and in the Excel Workbook named “001_Rate
Study Adjustments.xlsx” that is embedded in this Application and also filed

separately with this Application. Section 16(4)(a).



15. Hardin District supports its application for rate adjustment with the
verified testimony and exhibits of R. Vaughn Williams, a professional engineer;
Michael Shaun Youravich, Hardin District’s General Manager; and Timothy R.
Davis, a member of Hardin District’s Board of Commissioners. Their verified
testimonies are attached as Exhibit 9. Section 16(4)(b).

16. Based upon proforma test period sales, the proposed rates will
produce total revenues of $16,987,446 from sales of water, an increase of
$2,302,048 over the revenues produced from the current rates. The proposed rates
will produce a 15.68 percent overall increase in revenue. The effect on utility
revenue of each proposed rate is shown at Exhibit 10 of this Application.
Section 16(4)(d).

17.  The effect upon the average bill for each customer classification
subject to Hardin District’s proposed rates is shown at Exhibit 11 of this
Application. Section 16(4)(e).

18. A detailed analysis of Hardin District’s customer bills showing the
revenues that are produced by Hardin District’s present rates and those produced
by the proposed rates is attached as Exhibit 10 to this Application and is
contained in the Excel Workbook named *“002_BillingAnalysis.xIsx” that is
embedded in this Application and also filed separately with this Application.

Section 16(4)(g).



19. A summary of Hardin District’s revenue requirements using a three-
year average of its debt service requirements and a 20 percent debt service
coverage requirement is shown at Exhibit 12 of this Application.
Section 16(4)(e).

20.  As neither Hardin District’s rate base nor capital was used to
determine Hardin District’s revenue requirements, no reconciliation of rate base
and capital exists and the requirement for such reconciliation is not applicable to
this Application. Hardin District is a water district organized pursuant to KRS
Chapter 74. Kentucky courts have found that neither rate base nor capital is
employed to determine the reasonableness of a water district’s proposed revenue
requirement.® The Commission has frequently acknowledged that the debt
service coverage method is the methodology used to determine a water district’s
revenue requirement. Section 16(4)(i).

21.  Hardin District’s chart of accounts is attached as Exhibit 13 to this

Application. Section 16(4)(}).

®  See Public Service Commission v. Dewitt Water District, 720 S.W.2d 725, 731 (Ky. 1986)
(“It is important to remember that this case involves water districts which are nonprofit utilities
organized under Chapter 74 of the Kentucky Revised Statutes. The owners and consuming
ratepayers are essentially the same individuals because the districts are political subdivisions
of county government. They have no private capital and no corporate investors who must be
satisfied as to traditional profits. Their rates do not generate a return on rate base. The
water districts are permitted to earn net revenues based on a debt service formula or on
an operating ratio computed in accordance with a percentage of operating expenses
[emphasis added].”

-7-



22. A copy of the most recent independent auditor’s report on Hardin
District’s financial statements, including written communication from the
independent auditor regarding the existence of any material weaknesses, is
attached as Exhibit 14 to this Application. Section 16(4)(Kk).

23.  No depreciation study was prepared to support this application.
“Traditional depreciation studies analyze a utility’s historic plant addition and
retirement information to determine anticipated service lives.”” Like most of the
Commonwealth’s water districts, Hardin District lacks sufficient plant addition
and retirement information to perform a reliable analysis.® Consistent with the
Commission’s current practice regarding the establishment of depreciation rates,®
Hardin District has instead relied upon the National Association of Regulatory
Commissioners’ Depreciation Practices for Small Water Utilities to determine

the appropriate level of depreciation expense for ratemaking purposes. It

7 Application of Northern Kentucky Water District for Approval of Depreciation Study, Case
No. 2006-00398 (Ky. PSC Nov. 21, 2007), Order at 1-2.

8 1d. at 3 (“Due to the detailed information and expense required to perform a traditional
depreciation study using generally accepted practices, no water district operating under the
Commission’s jurisdiction has ever filed such a study for Commission review.”)

% See, e.g., Case No. 2020-00290, Electronic Application of Bluegrass Water Utility
Operating Company, LLC for an Adjustment of Rates and Approval of Construction (Ky. PSC
Aug. 2, 2021) Order at 32 (“To evaluate the reasonableness of the depreciation practices of
small water and sewer utilities, the Commission has historically relied upon the report
published in 1979 by the National Association of Regulatory Utility Commissioners (NARUC)
titled Depreciation Practices for Small Water Utilities (NARUC Study) and the O&M Guide
for the Support of Rural Water-Wastewater Systems (O&M Guide). When no evidence exists
to support a specific life that is inside or outside of the NARUC and O&M Guide ranges, the
Commission has historically used the mid-point of the depreciation ranges to depreciate utility
plant.”).
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proposes to adjust its current depreciation rates to reflect the midpoint of the
service life ranges set forth in that publication to establish its depreciation rates
and depreciation expense levels. A table listing Hardin District’s assets as of
December 31, 2022 and those assets’ in-service date, cost, estimated service life,
accumulated depreciation and depreciation for the year ending December 31,
2022 is attached to this Application as Exhibit 15. Hardin District’s proposed
revisions to reflect the application of the depreciation rates set forth in
Depreciation Practices for Small Water Utilities is shown in Exhibit 16 to this
Application. Section 16(4)(n).

24. A list of all commercially available computer software used to
develop the schedules and workpapers for this Application is set forth at
Exhibit 17 to this Application. Section 16(4)(0).

25. Hardin District has not made any stock offerings. As it is a water
district, it cannot issue stock. Its only bond issuances are to Rural Development
and the private placement of its 2022A Series Bonds to The Cecilian Bank for
which no prospectus was issued. Accordingly, no prospectuses are submitted
with this Application. Section 16(4)(p).

26. As Hardin District is a governmental agency and a political
subdivision of the Commonwealth, it has no shareholders or members, and

therefore has no annual reports to shareholders or members. Section 16(4)(q).



27. Each managerial report provided to Hardin District’s Board of
Commissioners for each month of the test period is attached as Exhibit 18 to this
Application. Section 16(4)(r).

28.  Hardin District is not required to make and has not made any filings
with the Securities and Exchange Commission. Section 16(4)(s).

29. Hardin District does not operate any affiliates. Section 16(4)(t).

30. A cost-of-service study that is based upon information regarding
Hardin District’s test period operations and that uses a methodology the
Commission has generally accepted is attached as Exhibit 19 to this Application.
Section 16(4)(t).

31. A detailed income statement and balance sheet reflecting the effect
of all proposed adjustments is attached as Exhibit 20 to this Application. Section
16(5)(a).

32.  Hardin District is not proposing any pro forma adjustments for plant
additions occurring after the end of the test period (December 31, 2022).
Notwithstanding this lack of proposed pro forma adjustments for post-test period
plant additions, its capital construction budget is provided as Exhibit 21 to this
Application. Section 16(5)(b).

33.  Hardin District is not proposing any pro forma adjustments to reflect

plant additions occurring after the end of the test period (December 31, 2022).
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Accordingly, no information regarding such proposed pro forma adjustments is
required to be provide with this application. Section 16(5)(c).

34. Hardin District’s annual operating budget for the year ending
December 31, 2022 the period encompassing the proposed proforma adjustments
to test period operations, is attached to this Application as Exhibit 22, as are the
monthly budgets for calendar year 2023. Section 16(5)(d).

35. Hardin District does not propose any adjustments to test period
revenues or expenses to reflect the post-test period number of customers. The
number of customers added since the end of the test period and the related
revenue requirement impact as a result of these customers is shown at Exhibit 23
of this Application. Section 16(5)(e).

Requested Relief

WHEREFORE, Hardin District respectfully requests the Commission to
enter an order:

1. Approving the revised tariff sheets for water service attached as
Exhibit 3 to this Application;

2. Approving rates to reflect a revenue increase of $2,302,048 for
Hardin District’s water operations; and

3. Granting all other relief to which it may be entitled.
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Dated: September 29, 2023

Respectfully submitted,

Damon R. Talley

Stoll Keenon Ogden PLLC
P.O. Box 150

Hodgenville, KY 42748-0150
Telephone: (270) 358-3187
Fax: (270) 358-9560
damon.talley@skofirm.com

Gerald E. Wuetcher

Stoll Keenon Ogden PLLC

300 West Vine Street, Suite 2100
Lexington, Kentucky 40507-1801
Telephone: (859) 231-3017

Fax: (859) 259-3597
gerald.wuetcher@skofirm.com

Counsel for Hardin County Water
District No. 2
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CERTIFICATE OF SERVICE

In accordance with 807 KAR 5:001, Section 8, and the Public Service
Commission’s Order of July 22, 2021 in Case No. 2020-00085, | certify that this
document was transmitted to the Public Service Commission on September 29, 2023
and that there are currently no parties that the Public Service Commission has
excused from participation by electronic means in this proceeding

Counsel for Hardin County Water District
No. 2
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Document

Filing Requirement Compliance

Resolution No. 2023-07-01 - Resolution Authorizing District
Chairman to File An Application with the Kentucky Public Service
Commission for Authority to Adjust Retail and Wholesale Water
Rates

Revised Tarff Sheets Setting Forth Proposed Rates
Side-by-Side Comparison of Present and Revised Tariff Sheets
Notice of Filing of Application (Published Version)

Notice of Filing of Application to Wholesale Customer

Notice of Intent to File An Application for General Rate Adjustment
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Notice Filed with Public Service Commission
Notice of Filing to Attorney General

Description and Explanation of Proposed Adjustments to Test
Period Operations

Written Testimony

Written Testimony of R. Vaughn Williams, P.E.

Written Testimony of General Manager Michael Shaun Youravitch
Written Testimony of Commissioner Timothy R. Davis

Proposed Rates’ Effect on Utility Revenue/Billing Analysis
Proposed Rates’ Effect on Average Customer Bills

Summary of Revenue Requirements
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Exhibit Document
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14 Financial Statements for the period ending December 31, 2022

Depreciation Schedule for Assets in Service as of December 31,

15 2022

Proposed Revisions to Test Period Depreciation Expense based
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forth in Depreciation Practices for Small Water Utilities
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17 Application
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19 Cost-of-Service Study

20 Income Statement and Balance Sheet Showing the Effects of
Proposed Adjustments

20A Income Statement
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21 Capital Construction Budget
22 Hardin County Water District No. 2 Annual Operating Budgets
22A Operating Budget for Calendar Year 2022
22B Operating Budget for Calendar Year 2023

23 Post-Test Period Customers and Their Effect on Revenues and
Expenses
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FILING REQUIREMENTS LIST

Source/Authority Requirement Location
KRS 278.180 30 Days’ notice of proposed rates Page 4, Para 10; Exhibit 3
807 KAR 5:001, Section ﬁgrﬂécagggr?s%ne?els: bt:?)lrfgnguprigé/rorfz\iowj%ber and e-mail Fede L2
4(3) ’ i ’ ’ Page 2, Para 2; Page 12

address of party or party’s attorney

807 KAR 5:001, §14(1)

Applicant’s full name, mailing address, and electronic mail
address

Page 1, Para 1

Facts on which the application is based

Page 3, Para 8

Specify relief sought

Page 11

Reference to the particular law requiring or providing for the
information

Page 1
(Introductory Para)

807 KAR 5:001, §14(2)

(If applicant is a corporation:) Identify state of incorporation
and date of incorporation, statement it is currently in good
standing in the state if incorporation; (if not a Kentucky
corporation) statement it is authorized to transact business in
Kentucky

(If applicant is not a corporation:) Statement Applicant is not a
corporation

Page 2, Para 3

807 KAR 5:001, §14(3)

(If applicant is a limited liability company:) the state in which
organized and date organized; statement that it is in good standing
in the state of organization; if not a Kentucky LLC, statement it
is authorized to transact business in Kentucky

(If applicant is not an LL C:) Statement Applicantisnotan LLC

Page 2, Para 3

807 KAR 5:001, §14(4)

(If the applicant is a limited partnership:) a certified copy of
limited partnership agreement and all amendments or a written
statement attesting that its partnership agreement and all
amendments have been filed with the commission in a prior
proceeding - reference case number;

(If applicant is not a limited partnership:) Statement Applicant
is not a limited partnership

Page 2, Para 3

807 KAR 5:001,
816(1)(b)

A statement why the adjustment is required

Page 3, Para 8

Certified copy of a certificate of assumed name as required by
KRS 365.015 or a statement that a certificate is not necessary

Page 4, Para 9

New or revised tariff sheets, if applicable in a format that
complies with 807 KAR 5:011 with an effective date not less than
30 days after date of filing of application

Page 4, Para 10
Exhibit 3

New or revised tariff sheets, if applicable, identified in
compliance with 807 KAR 5:011, shown either by providing: The
present and proposed tariffs in comparative form on the same
sheet side by side or on facing sheets side by side; or

b. A copy of the present tariff indicating proposed additions by
italicized inserts or underscoring and striking over proposed
deletions

Page 4, Para 11
Exhibit 4

Statement that notice given IAW 807 KAR 5:001, §17

Page 4, Para 12

807 KAR 5:001, §16(2)

Notice of Intent. Filed with PSC between 30 and 60 days prior
to filing of application; copy mailed or e-mailed to Attorney
General; states type of test period to support application

Page 5, Para 13
Exhibit 7A

Exhibit 7B

807 KAR 5:001,
§16(4)(a)

A complete description and quantified explanation for all
proposed adjustments with proper support for proposed changes
in price or activity levels, if applicable, and other factors that may
affect the adjustment

Page 5, Para 14
Exhibit 8

807 KAR 5:001,
§16(4)(b)

(If gross revenues greater than $5,000,000) Written testimony
of each witness to be used to support application

Page 6, Para 15
Exhibit 9

Page 1 of 4




Source/Authority

Requirement

Location

807 KAR 5:001,
§16(4)(c)

(If gross revenues less than $5,000,000) Written testimony of
each witness to be used to support application or statement that
no written testimony will be submitted

Not Applicable

807 KAR 5:001,
§16(4)(d)

A statement estimating the effect that each new rate will have
upon the revenues of the utility including the total amount of
revenues resulting from the increase or decrease and the
percentage of the increase or decrease

Page 6, Para 16
Exhibit 10

807 KAR 5:001,
§16(4)(e)

(Non-telephone utilities) The effect upon the average bill for
each customer classification to which the proposed rate change

will apply

Page 6, Para 17
Exhibit 11

807 KAR 5:001, §16(4)(f)

(Incumbent local exchange company) Effect upon the average
bill for each customer class for change in basic local service

Not Applicable

807 KAR 5:001,

A detailed analysis of customers' bills whereby revenues from the
present and proposed rates can be readily determined for each

Page 6, Para 18

816(4)(9) customer class Exhibit 10
or camsons, | A LA Semalons e T | g s
§16(4)(h) g perating Exhibit 12

supporting schedules

807 KAR 5:001, §16(4)(i)

(Investor-Owned Utilities) A reconciliation of the rate base and
capital used to determine revenue requirements (Not applicable
to water districts)

Not Applicable
Page 7, Para 20

807 KAR 5:001, 816(4)(j)

A current chart of accounts if more detailed than the Uniform
System of Accounts

Page 7, Para 21
Exhibit 13

807 KAR 5:001,
§16(4)(k)

The independent auditor's annual opinion report, with written
communication from the independent auditor to the utility, if
applicable, which indicates the existence of a material weakness
in the utility's internal controls

Page 8, Para 22
Exhibit 14

807 KAR 5:001, 516(4)(1)

Most recent FERC or FCC audit reports

Not Applicable

807 KAR 5:001,
§16(4)(m)

Most recent FERC Form 1 (electric), FERC Form 2 (gas), or PSC
Form T (telephone)

Not Applicable

807 KAR 5:001,
816(4)(n)

Depreciation Study - A summary of the utility's latest
depreciation study with schedules by major plant accounts) —
Statement that NARUC Service Lives with exceptions are used
as alternative

Pages 8-9, Para 23

Exhibit 15
Exhibit 16

807 KAR 5:001,
§16(4)(0)

A list of all commercially available or in-house developed
computer software, programs, and models used to develop
application’s schedules and work papers

List each software, program, or model

Describe use of software, program, or model

List Supplier of software, program, or model

Brief description of software, program, or model

Specifications for the computer hardware & operating system
required to run program

Page 9, Para 24
Exhibit 17

807 KAR 5:001,

Prospectuses of the most recent stock or bond offerings

Not Applicable

§16(4)(p) Page 9, Para 25
07 KARSO0L, | (i e the 2 most ecent years from applcaton Not Applicable
§16(4)(q) PP g y PP Page 9, Para 26

filing date

807 KAR 5:001, §16(4)(r)

Monthly managerial reports providing financial results of
operations for the 12 months in the test period

Page 10, Para 27
Exhibit 18

807 KAR 5:001, §16(4)(s)

SEC’s annual report (Form 10-K) for most recent 2 years, any
Form 8-Ks issued within past 2 years, and Form 10-Qs issued
during the past 6 quarters updated as current information becomes
available

Not Applicable
Page 10, Para 28
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Source/Authority

Requirement

Location

807 KAR 5:001, §16(4)(t)

Report of affiliated transactions: Must include

- Detailed description of the method and amounts allocated or
charged to the utility by the affiliate for each charge allocation or
payment;

- Explanation of how the allocator for the test period was
determined

- All facts to demonstrate that each amount charged, allocated, or
paid during the test period was reasonable

Page 10, Para 29
Not Applicable

807 KAR 5:001,
§16(4)(u)

(Non-telephone utility with annual gross revenues greater
than $5,000,000) Cost of service study based on a methodology
generally accepted within the industry and based on current and
reliable data from a single time period

Page 10, Para 30
Exhibit 19

807 KAR 5:001,
816(4)(v)

(Applicable only to local exchange carriers with more than
50,000 access lines) Jurisdictional separations study consistent
with 47 C.F.R. Part 36 of the FCC Regulations; Service specific
cost studies supporting pricing of all services that generate annual
revenue greater than $1,000,000 except local exchange access
based on current and reliable data from a single time period; and
using generally recognized fully allocated, embedded, or
incremental cost principles

Not Applicable

807 KAR 5:001,

A detailed income statement and balance sheet reflecting the

Page 10, Para 31

. . Exhibit 20A
§16(5)(a) impact of all proposed adjustments Exhibit 20B
o7 caRS00r, | et et e consalon b conbn st | o0,z
§16(5)(b) P prop yPp . Exhibit 21

plant additions

807 KAR 5:001,
§16(5)(c)

If pro forma adjustment for plant addition proposed:

- Starting date of the construction

- Proposed in-service date

- Total estimated cost of construction at completion

- Amount contained in construction work in progress test period
end

- Schedule containing a complete description of actual plant
retirements and anticipated plant retirements related to the pro
forma plant additions including the actual or anticipated date of
retirement

- Original cost and cost of removal and salvage for each
component of plant to be retired during period of proposed pro
forma adjustment for plant additions;

- Explanation of differences, if applicable, in the amounts
contained in the capital construction budget and the amounts of
capital construction cost contained in the pro forma adjustment
period

- Impact on depreciation expense of all proposed pro forma
adjustments for plant additions and retirements

Pages 10-11, Para 33
Not Applicable As
No Pro Forma Plant Additions
Are Proposed

807 KAR 5:001,
§16(5)(d)

The operating budget for each month of the period encompassing
the pro forma adjustments

Page 11, Para 34
Exhibit 22A

Exhibit 22B

807 KAR 5:001,
816(5)(e)

The number of customers to be added to the test period end level
of customers and the related revenue requirements impact for all
pro forma adjustments with complete details and supporting work
papers

Page 11, Para 35
Exhibit 23
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Source/Authority

Requirement

Location

807 KAR 5:001, §17(1)

Notice must be posted in place of business no later than date of
submission of application

Notice must be posted on website and social media within 5
business days of submission of application and must include
hyperlink to case docket page

Notices are not removed until final decision on application

Pages 4-5, Para 12

807 KAR 5:001, §17(2)

Notice mailed to each customer no later than date of submission
of application

Pages 4-5, Para 12

Notice published in newspaper of general circulation in service
area with 1st publication no later than date of submission of
application

Pages 4-5, Para 12

807 KAR 5:001, §17(3)

Proof of Notice submitted within 45 days of submission of
application

Will Be Submitted within
Specified Time

807 KAR 5:001, §17(4)

Notice content

Exhibit 5

Page 4 of 4
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RESOLUTION NO. 2023-07-01
RESOLUTION OF THE HARDIN COUNTY WATER DISTRICT NO. 2
AUTHORIZING DISTRICT CHAIRMAN TO FILE AN APPLICATION
WITH THE KENTUCKY PUBLIC SERVICE COMMISSION FOR
AUTHORITY TO ADJUST RETAIL AND WHOLESALE WATER RATES

WHEREAS, Hardin County Water District No. 2 (“Hardin District No. 2”)
is a water district organized under KRS Chapter 74;

WHEREAS, Hardin District No. 2 owns and operates both water treatment
and water distribution facilities;

WHEREAS, prudent financial management dictates that Hardin District No.
2 periodically review whether its current rate structure is generating sufficient
revenues to enable it to remain in a sound financial condition;

WHEREAS, the most recent review by Hardin District No. 2 revealed that it
needs to substantially increase its revenues to keep pace with the escalating costs of
chemicals, materials, labor, insurance, and other operating costs;

WHEREAS, Hardin District No. 2 engaged the services of Kenvirons, LLC
(“Kenvirons”) to perform a rate study, including a comprehensive Cost of Service
Study (the “COSS”) for both wholesale and retail rates;

WHEREAS, Kenvirons has completed its COSS, has recommended a revised

retail rate schedule applicable to all retail customers, and has recommended a revised

wholesale rate which will be applicable to all wholesale customers;
-1-



WHEREAS, Hardin District No. 2 has reviewed the COSS prepared by
Kenvirons, has reviewed the recommendations made by Kenvirons, and now desires
to implement the rates recommended by Kenvirons; and

WHEREAS, KRS 278.180 requires Hardin District No. 2 to submit a formal
application for a rate adjustment to the PSC before it can implement a rate

adjustment.

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF
COMMISSIONERS OF THE HARDIN COUNTY WATER DISTRICT NO. 2
AS FOLLOWS:

Section 1. The facts, recitals, and statements contained in the foregoing
preamble of this Resolution are true and correct and are hereby affirmed and

incorporated as a part of this Resolution.

Section 2. The Chairman is hereby authorized and directed to execute and
file an application with the PSC, pursuant to 807 KAR 5:001, for authority to adjust
Hardin District No. 2’s rates for retail and wholesale water service to those set forth

in Exhibit A to this Resolution.

Section 3. The Chairman, General Manager, all appropriate staff, and Hardin
District No. 2’s attorney are hereby further authorized and directed to take any and

all other actions and to execute and deliver any and all other documents as may be



reasonably necessary to obtain a general adjustment of its rates for retail and

wholesale water service.

Section 4. This Resolution shall take effect upon its adoption.

Adopted by the Board of Commissioners of the Hardin County Water
District No. 2 at a meeting held on July 18, 2023, signed by the Chairman, and
attested by the Secretary.

HARDIN COUNTY WATER DISTRICT NO. 2

ATTEST:

Cordell Tabb, Secretary



CERTIFICATION

The undersigned Secretary of Hardin County Water District No. 2 (“Hardin
District No. 2") does hereby certify that the foregoing is a true copy of a Resolution
duly adopted by the Hardin District No. 2’s Board of Commissioners at a meeting
properly held on July 18, 2023, signed by the Chairman of the Board of
Commissioners, attested by the Secretary of the Board of Commissioners, and now
in full force and effect.

WITNESS my hand this 18th day of July 2023.

(outete Lot

Cordell Tabb, Secretary




EXHIBIT A

RETAIL AND WHOLESALE RATES



EXHIBIT A

EXHIBIT TO A RESOLUTION OF THE BOARD OF COMMISSIONERS
OF HARDIN COUNTY WATER DISTRICT NO. 2 DATED JULY 18, 2023

5/8 X 3/4 Inch Connection

First 2,000 gallons
Next 498,000 gallons
Over 500,000 gallons

1 Inch Connection
First 5,000 gallons
Next 495,000 gallons
Over 500,000 gallons

1-1/2 Inch Connection

First 10,000 gallons
Next 490,000 gallons
Over 500,000 gallons

2 Inch Connection
First 20,000 gallons
Next 480,000 gallons
Over 500,000 gallons

3 Inch Connection
First 30,000 gallons
Next 470,000 gallons
Over 500,000 gallons

4 Inch Connection
First 50,000 gallons
Next 470,000 gallons
Over 500,000 gallons

6 Inch Connection

First 100,000 gallons
Next 400,000 gallons
Over 500,000 gallons

Page 1 of 2

$22.06 (Minimum Bill)

0.00613 per gallon
0.00344 per gallon

$43.39 (Minimum Bill)

0.00613 per gallon
0.00344 per gallon

$78.94 (Minimum Bill)

0.00613 per gallon
0.00344 per gallon

$150.04 (Minimum Bill)

0.00613 per gallon
0.00344 per gallon

$221.14 (Minimum Bill)

0.00613 per gallon
0.00344 per gallon

$363.34 (Minimum Bill)

0.00613 per gallon
0.00344 per gallon

$718.84 (Minimum Bill)

0.00613 per gallon
0.00344 per gallon



8 Inch Connection

First 150,000 gallons
Next 350,000 gallons
Over 500,000 gallons

10 Inch Connection

First 250,000 gallons
Next 250,000 gallons
Over 500,000 gallons

12 Inch Connection

First 400,000 gallons
Next 100,000 gallons
Over 500,000 gallons

Wholesale Customers
All Sales

Page 2 of 2

$1,074.34 (Minimum Bill)
0.00613 per gallon
0.00344 per gallon

$1,785.34 (Minimum Bill)
0.00613 per gallon
0.00344 per gallon

$2,851.84 (Minimum Bill)
0.00613 per gallon
0.00344 per gallon

0.00289 per gallon



EXHIBIT 3



AREA Entire Service Area

PSC KY NO. 1
Fifth Revised SHEET NO. 1
Hardin County Water District No. 2 CANCELLING PSC KY NO. 1
Fourth Revised SHEET NO. 1
RATES AND CHARGES

Monthly Water Rates

5/8 X 3/4 Inch Connection
First 2,000 gallons

Next 498,000 gallons
Over 500,000 gallons

1 Inch Connection
First 5,000 gallons
Next 495,000 gallons
Over 500,000 gallons

1-1/2 Inch Connection
First 10,000 gallons
Next 490,000 gallons
Over 500,000 gallons

2 Inch Connection
First 20,000 gallons
Next 480,000 gallons
Over 500,000 gallons

$22.06 (Minimum Bill)
0.00613 per gallon
0.00344 per gallon

$43.39 (Minimum Bill)
0.00613 per gallon
0.00344 per gallon

$78.94 (Minimum Bill)
0.00613 per gallon
0.00344 per gallon

$150.04 (Minimum Bill)
0.00613 per gallon
0.00344 per gallon

DATE OF ISSUE September 29, 2023

MONTH / DATE / YEAR

DATE EFFECTIVE November 1, 2023

MONTH / DATE / YEAR
ISSUED BY /s/Shaun Youravich

SIGNATURE OF OFFICER

TITLE General Manager

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE

COMMISSION IN CASE NO. DATED




AREA Entire Service Area

PSC KY NO. 1
Fifth Revised SHEET NO. 2
Hardin County Water District No. 2 CANCELLING PSC KY NO. 1
Fourth Revised SHEET NO. 2
RATES AND CHARGES

Monthly Water Rates

3 Inch Connection
First 30,000 gallons
Next 470,000 gallons

$221.14 (Minimum Bill)
0.00613 per gallon

Over 500,000 gallons 0.00344 per gallon

4 Inch Connection
First 50,000 gallons
Next 450,000 gallons
Over 500,000 gallons

6 Inch Connection

First 100,000 gallons
Next 400,000 gallons
Over 500,000 gallons

8 Inch Connection

First 150,000 gallons
Next 350,000 gallons
Over 500,000 gallons

$363.34 (Minimum Bill)
0.00613 per gallon
0.00344 per gallon

$718.84 (Minimum Bill)
0.00613 per gallon
0.00344 per gallon

$1,074.34 (Minimum Bill)
0.00613 per gallon
0.00344 per gallon

DATE OF ISSUE September 29, 2023

MONTH / DATE / YEAR

DATE EFFECTIVE November 1, 2023

MONTH / DATE / YEAR
ISSUED BY /s/Shaun Youravich

SIGNATURE OF OFFICER

TITLE General Manager

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE

COMMISSION IN CASE NO. DATED

()




Hardin County Water District No. 2

AREA Entire Service Area

PSC KY NO. 1
Fifth Revised SHEET NO. 3
CANCELLING PSC KY NO. 1
Fourth Revised SHEET NO. 3

RULES AND REGULATIONS

Monthly Water Rates

10 Inch Connection

First 250,000 gallons
Next 250,000 gallons
Over 500,000 gallons

12 Inch Connection

First 400,000 gallons
Next 100,000 gallons
Over 500,000 gallons

Wholesale Customers
All Sales

$1,785.34 (Minimum Bill)
0.00613 per gallon
0.00344 per gallon

$2,851.84 (Minimum Bill)
0.00613 per gallon
0.00344 per gallon

0.00289 per gallon

DATE OF ISSUE September 29, 2023

MONTH / DATE / YEAR

DATE EFFECTIVE November 1, 2023

MONTH / DATE/ YEAR

ISSUED BY /s/Shaun Youravich

SIGNATURE OF OFFICER

TITLE General Manager

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE

COMMISSION IN CASE NO. DATED




EXHIBIT 4
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EXHIBIT 5



CUSTOMER NOTICE

On or about September 29, 2023, Hardin County Water District No. 2 (“the District”) will
file an application with the Kentucky Public Service Commission for the purpose of
adjusting its monthly rates for water service. The District proposes to adjust its rates for
monthly water service, effective November 1, 2023 as follows:

Change | Change

Present Rate Proposed Rate $) (%)
5/8 X 3/4-Inch Meter
First 2,000 Gallons $ 18.54 Minimum Bill $ 22.06 Minimum Bill $ 3.52 18.99
Next 498,000 Gallons 0.00517 Per Gallon 0.00613 Per Gallon $ 0.00096 18.57
Over 500,000 Gallons 0.00292 Per Gallon 0.00344 Per Gallon $ 0.00052 17.81
1-Inch Meter
First 5,000 Gallons $ 34.05 Minimum Bill $ 43.39 Minimum Bill $ 9.34 27.43
Next 495,000 Gallons 0.00517 Per Gallon 0.00613 Per Gallon $ 0.00096 18.57
Over 500,000 Gallons 0.00292 Per Gallon 0.00344 Per Gallon $ 0.00052 17.81
1 1/2-Inch Meter
First 10,000 Gallons $59.90 Minimum Bill $ 78.94 Minimum Bill $19.04 31.79
Next 490,000 Gallons 0.00517 Per Gallon 0.00613 Per Gallon $ 0.00096 18.57
Over 500,000 Gallons 0.00292 Per Gallon 0.00344 Per Gallon $ 0.00052 17.81
2-Inch Meter
First 20,000 Gallons $ 111.60 Minimum Bill $ 150.04 Minimum Bill $38.44 34.44
Next 480,000 Gallons 0.00517 Per Gallon 0.00613 Per Gallon $ 0.00096 18.57
Over 500,000 Gallons 0.00292 Per Gallon 0.00344 Per Gallon $ 0.00052 17.81
3-Inch Meter
First 30,000 Gallons $ 163.30 Minimum Bill $ 221.14 Minimum Bill $57.84 35.42
Next 470,000 Gallons 0.00517 Per Gallon 0.00613 Per Gallon $ 0.00096 18.57
Over 500,000 Gallons 0.00292 Per Gallon 0.00344 Per Gallon $ 0.00052 17.81
4-Inch Meter
First 50,000 Gallons $ 266.70 Minimum Bill $ 363.34 Minimum Bill $ 96.64 36.24
Next 450,000 Gallons 0.00517 Per Gallon 0.00613 Per Gallon $ 0.00096 18.57
Over 500,000 Gallons 0.00292 Per Gallon 0.00344 Per Gallon $ 0.00052 17.81
6-Inch Meter
First 100,000 Gallons $ 525.20 Minimum Bill $ 718.84 Minimum Bill $193.64 36.87
Next 400,000 Gallons 0.00517 Per Gallon 0.00613 Per Gallon $ 0.00096 18.57
Over 500,000 Gallons 0.00292 Per Gallon 0.00344 Per Gallon $ 0.00052 17.81




8-Inch Meter

First 150,000 Gallons $ 783.70 Minimum Bill $ 1,074.34 Minimum Bill $290.64 37.09
Next 350,000 Gallons 0.00517 Per Gallon 0.00613 Per Gallon $ 0.00096 18.57
Over 500,000 Gallons 0.00292 Per Gallon 0.00344 Per Gallon $ 0.00052 17.81
10-Inch Meter

First 250,000 Gallons $ 1,300.70 Minimum Bill | $ 1,785.34 Minimum Bill $ 484.64 37.26
Next 250,000 Gallons 0.00517 Per Gallon 0.00613 Per Gallon $ 0.00096 18.57
Over 500,000 Gallons 0.00292 Per Gallon 0.00344 Per Gallon $ 0.00052 17.81
12-Inch Meter

First 400,000 Gallons $2,076.20 Minimum Bill | $2,851.84 Minimum Bill $ 775.64 37.36
Next 100,000 Gallons 0.00517 Per Gallon 0.00613 Per Gallon $ 0.00096 18.57
Over 500,000 Gallons 0.00292 Per Gallon 0.00344 Per Gallon $ 0.00052 17.81
Wholesale $ 0.00220 Per Gallon $ 0.00289 Per Gallon $ 0.00069 31.36

If the Public Service Commission approves the proposed water rates, the increase in a
customer’s monthly bill will be:

Customer Average Monthly Bill at | Monthly Billat | Monthly Bill | Monthly Bill
Usage (gals) | Current Rate Proposed Rate Increase ($) | Increase (%)

5/8 X 3/4-Inch Meter 3,600 $ 26.81 $ 31.87 $ 5.06 18.87
1-Inch Meter 10,255 $ 61.22 $ 75.60 3 14.38 23.49
1 1/2-Inch Meter 28,480 $ 155.44 $ 192.22 $ 36.78 23.66
2-Inch Meter 69,840 $ 369.27 $ 455.56 $ 86.29 23.37
3-Inch Meter 180,310 $ 940.40 $ 1,142.54 $ 20214 21.50
4-Inch Meter 463,020 $ 2,402.01 $ 2,895.15 $ 493.14 20.53
6-Inch Meter 2,858,750 $ 9,480.75 $ 11,284.94 $ 1,804.19 19.03
8-Inch Meter 82,750 $ 783.70 $ 1,074.34 $ 290.64 37.09
10-Inch Meter -0- N/A N/A N/A N/A
12-Inch Meter -0- N/A N/A N/A N/A
Wholesale 35,886,917 $ 78,951.22 $103,713.19 $24,761.97 31.36

The Kentucky Public Service Commission has established Case No. 2023-00247 to review
the District’s application. Any person may examine the application at the District’s office,
1951 W. Park Road, Elizabethtown, Kentucky or at the Kentucky Public Service
Commission’s offices at 211 Sower Boulevard, Frankfort, Kentucky, Monday through
Friday, 8:00 a.m. to 4:30 p.m., or through the Public Service Commission’s Web site at
https://psc.ky.gov/Case/ViewCaseFilings/2023-00247.

Comments regarding the application may be submitted to the Kentucky Public Service
Commission through the Commission’s Web Site at:
https://psc.ky.gov/Case/PublicComments/2023-00247 or by e-mail to psced@ky.gov or by
mail to the Public Service Commission, P.O. Box 615, Frankfort, Kentucky 40602.



The rates contained in this notice are the District’s proposed rates. However, the Kentucky
Public Service Commission may order rates to be charged that differ from the proposed
rates. Such action may result in rates for consumers other than the rates in this notice.

A person may submit a timely written request for intervention to the Kentucky Public
Service Commission, P.O. Box 615, Frankfort, Kentucky 40602, or by email to
psced@Kky.gov establishing the grounds for the request including the person’s status and
interest. If the Kentucky Public Service Commission does not receive a written request for
intervention within thirty (30) days of the initial publication of notice, it may take final
action on the proposed rates.

Hardin County Water District No. 2
First Publication Date: September 27, 2023



EXHIBIT 6



AL
L+
qurdin County Water District No. 2

1951 W Park Rd e P.O. Box 970 e Elizabethtown, KY 42702
Telephone (270) 737-1056 e Fax (270) 737-2301 ¢ www.hcwd?2.org
Board of Commiissioners: Michael L. Bell, Cordell Tabb, Tim Davis, Brian Woosley, Daniel Feeser

September 18, 2023

Mr. Stephen Hogan, General Manager
Hardin County Water District No. 1
1400 Rogersville Road

Radcliff, Kentucky 40160

Re: PSC Case No. 2023-00247
Dear Stephen,

As you know, Hardin County Water District No. 2 (“District No. 2”) will be filing
an Application for a rate increase on or about September 29, 2023 with the Kentucky
Public Service Commission (“PSC”). The Application will be seeking a rate
adjustment for both retail and wholesale customers.

District No. 2 is seeking to increase its wholesale rate from $2.20 to $2.89 per 1,000
gallons. This is an increase of $0.69 per 1,000 gallons or 31.36%. The proposed
rate 1s based upon a comprehensive Cost of Service Study performed by Kenvirons.

Enclosed is the Wholesale Customer Notice. This notice contains important
information about how you can obtain a copy of the Application, your right to
intervene in the PSC rate case proceeding, and other information required by the
PSC.

If you have any questions, please let me know.

Sincerely,

e G L

Shaun Youravich, General Manager
Enclosure



WHOLESALE CUSTOMER NOTICE

On or about September 29, 2023, Hardin County Water District No. 2 (“the District™)
will file an application with the Kentucky Public Service Commission for the
purpose of adjusting its monthly rates for water service. The District proposes to
place the proposed rates into effect on November 1, 2023.

The current rate and the proposed rate for the District’s wholesale customers are set
forth as follows:

Current Proposed Change | Change
Rate Rate $) (%)
Volumetric Rate
(per 1,000 gallons) $2.20 $2.89 $0.69 31.36

If the Kentucky Public Service Commission approves the proposed wholesale rate,
then the average monthly bill for a wholesale customer will increase from $2,200 to
$2,890 for each 1,000,000 gallons purchased. This is an increase of $690.00 for each
million gallons or 31.36%.

The Kentucky Public Service Commission has established Case No. 2023-00247 to
review the District’s application. Any person may examine these applications at the
District’s office, 1951 W. Park Road, Elizabethtown, Kentucky or at the Kentucky
Public Service Commission’s offices at 211 Sower Boulevard, Frankfort, Kentucky,
Monday through Friday, 8:00 a.m. to 4:30 p.m., or through the Public Service
Commission’s Web site at https://psc.ky.gov/Case/ViewCaseFilings/2023-00247.

Comments regarding the application may be submitted to the Kentucky Public
Service ~ Commission  through  the  Commission’s Web  Site at
https://psc.ky.gov/Case/PublicComments/2023-00247 or by e-mail to
psced@ky.gov or by mail to the Public Service Commission, P.O. Box 615,
Frankfort, Kentucky 40602.

The wholesale rate contained in this notice is the District’s proposed wholesale rate.
However, the Kentucky Public Service Commission may order a rate to be charged
that differs from the proposed wholesale rate. Such action may result in a rate for a
wholesale consumer other than the rate in this notice.



A wholesale customer or any person may submit a timely written request for
intervention to the Kentucky Public Service Commission, P.O. Box 615, Frankfort,
Kentucky 40602, or by email to psced@Kky.gov establishing the grounds for the
request including the person’s status and interest. If the Kentucky Public Service
Commission does not receive a written request for intervention within thirty (30)
days of the initial publication of notice, it may take final action on the proposed rates.

Hardin County Water District No. 2
Date: September 18, 2023
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

ELECTRONIC APPLICATION OF )

HARDIN COUNTY WATER DISTRICT

) CASE NO. 2023-00247

NO. 2 FOR ADJUSTMENT OF RATES )

NOTICE OF INTENT TO FILE AN APPLICATION

FOR RATE ADJUSTMENT

Pursuant to 807 KAR 5:001, Section 16(2), Hardin County Water District

No. 2 gives notice to the Public Service Commission that, on or after September 1,

2023, it will file an application for a general rate adjustment of its rates for water

service supported by a historical test period.

Dated: August 1, 2023

Respectfully submitted,

Damon R. Talley

Stoll Keenon Ogden PLLC
P.O. Box 150

Hodgenville, KY 42748-0150
Telephone: (270) 358-3187
Fax: (270) 358-9560
damon.talley@skofirm.com

Gerald E. Wuetcher

Stoll Keenon Ogden PLLC

300 West Vine Street, Suite 2100
Lexington, Kentucky 40507-1801
Telephone: (859) 231-3017

Fax: (859) 259-3597
gerald.wuetcher@skofirm.com

Counsel for Hardin County Water District
No. 2
-1-



CERTIFICATE OF SERVICE

In accordance with 807 KAR 5:001, Section 8, I certify that this document
was submitted electronically to the Public Service Commission on August 1, 2023,
and that there are currently no parties that the Public Service Commission has
excused from participation by electronic means in this proceeding. | further certify
that a copy of this notice has been served by e-mail on August 1, 2023, to John
Horne, Executive Director, Office of Rate Intervention, Office of Attorney General
at john.horne@Xky.gov and to the Office of Rate Intervention, Office of Attorney
General at rateintervention@Xky.gov and rateintervention@ag.ky.gov.

Damon R. Talley



EXHIBIT 7B



Gerald Wuetcher

From:
Sent:
To:

Cc:
Subject:

Attachments:

Mr. Horne:

Gerald Wuetcher

Tuesday, August 1, 2023 12:56 PM

john.horne@ky.gov; 'rateintervention@ky.gov'; ‘rateintervention@ag.ky.gov'

Damon R. Talley; syouravich@hcwd?2.org; misham@hcwd2.org;
vwilliams@kenvirons.com

Notice of Intent to Apply for An Adjustment of Rates For Water Service - Hardin County
Water District No. 2

Notice of Intent To File Application.pdf

Hardin County Water District No. 2 gives notice of its intent to file with the Public Service Commission an application for
general rate adjustment on or after September 1, 2023. A copy of the Notice of Intent filed today with the Public Service
Commission is attached.

Sincerely,

Gerald Wuetcher

Gerald Wuetcher
Attorney

Gerald.Wuetcher@skofirm.com
Direct: 859.231.3017
Mobile:  859.550.3894
Main: 859.231.3000

Stoll Keenon Ogden PLLC
300 W. Vine St., Suite 2100
Lexington, KY 40507
V-Card

Louisville | Lexington | Indianapolis | Evansville | Frankfort | www.skofirm.com
Stoll Keenon Ogden PLLC is Mansfield Certified.

in] F]19

Confidentiality Notice: This e-mail message is for the sole use of the recipient(s) and may contain confidential and privileged information.
Any unauthorized review, use, disclosure or distribution is prohibited. If you are not the intended recipient(s), please contact the sender by
reply e-mail and destroy all copies of the original message.

If you are a client of this firm, we respectfully remind you that to avoid waiver of the attorney-client privilege, you should not send, forward, or
show this e-mail or attachments to anyone else. Thank you.
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Schedule of Adjusted Operations

Hardin County Water District No. 2

Operating Revenues Test Year 2022 Adjustment| Reference Pro Forma
Metered Water Revenue
Sales to Residential Cust. $8,972,015 $8,972,015
Sales to Commercial Cust. 2,955,031 2,955,031
Sales to Industrial Customers 1,180,821 1,180,821
Sales to Public Authorities 625,371 625,371
Sales thru Bulk Loading Stat. 4,745 4,745
Total Retail Metered Sales $13,737,983 $13,737,983
Sales for Resale 947,415 947,415
Other Water Revenues
Misc. Service Revenues 494,895 494,895
Other Water Revenues 295,136 295,136
Total Other Water Rev. 790,031 | 790,031
Total Operating Revenues $15,475,429 $15,475,429
Operating Expenses
Operation & Maintenance (O&M)
Salaries and Wages-Employ. | $4,415,847 958,935 A $5,374,782
Salaries and Wages-Officers 29,964 29,964
Employ. Pension and Benefit 2,391,618 237,462 B 2,629,080
Purchased Water 989,113 30,087 C 1,019,200
Purchased Power 981,788 981,788
Chemicals 678,241 177,092 D 855,333
Materials and Supplies 375,398 375,398
Contractual Services-Eng. -
Contractual Services-Acct. 48,528 48,528
Contractual Services-Legal 62,318 62,318
Contractual Services-Other 515,746 37,500 E 553,246
Rental of Equipment 15,838 15,838
Transportation Expenses 294,401 294,401
Insurance 152,958 152,958
Advertising Expenses 4,396 4,396
Bad Debt 74,476 74,476
Miscellaneous Expenses 401,332 401,332
Total O&M Expenses $11,431,962 $12,873,038
Depreciation Expense 3,211,425 | (286,381) F 2,925,044
Amort. of Utility Plant Acq. Adjust. 9,731 9,731
Taxes Other Than Income 351,305 | 351,305
Total Operating Expenses $15,004,423 $16,159,118
Net Utility Operating Income $ 471,006 $ (683,689)
REVENUE REQUIREMENTS
Total Operating Expenses $15,004,423 $16,159,118
Plus: Avg. Annual Principal & Interest 1,490,260 272,864 G 1,763,124
Additional Working Capital (Coverage) 298,052 | 54,573 H 352,625
Total Revenue Requirement $16,792,735 $18,274,867
Less: Other Operating Revenues 790,031 790,031
Interest Income - 292,443 | 292,443
Non-Utility Income 204,947 | 204,947
Revenue Required from Water Sales $15,797,757 $16,987,446
Revenue from Current Rates 14,685,398 | 14,685,398
Required Revenue Increase $ 1,112,359 $ 2,302,048
Percent Increase 7.57% 15.68%
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A)

B)

REFERENCES FOR SCHEDULE OF ADJUSTED VALUES

Salaries & Wages were adjusted to reflect the raises realized during 2022 and 2023 as well as changes to
the employee roster. See file "Rate Study Adjustment.xlsx" for additional details.

The Employee Pensions & Benefits were adjusted to account for changes associated with 2023 Salaries,
Medical Insurance, Life Insurance, and Unemployment Tax. See file "Rate Study Adjustment.xIsx" for

Effective July 1, 2023, Louisville Water Company increased their wholesale rate from $2.55 to $2.63 per
1,000 gallons, or 3.042%. The water purchase adjustment reflects the percent increase ($989,113 x
3.042%). See file "Rate Study Adjustment.xIsx" for additional details.

The Water District solicited new pricing for the chemicals and an adjustment was made based upon the
chemicals used during the test year and the new pricing. See file "Rate Study Adjustment.xlsx" for additional

The current rate study will cost over $75,000 and the Water District plans to conduct another study during
2025. Therefore, the cost of the study was amortized over two years, or $37,500 per year.

The depreciation expense was adjusted to reflect an asset service life equal to the midpoint of the ranges
recommended in the National Association of Regulatory Utility Commissioners (NARUC) publication
"Depreciation Practices for Small Water Utilities" dated August 15, 1979.

The annual debt service payments are shown in Table B. An adjustment was made to reflect the average of
the payments for years 2023, 2024, and 2025.

The amount shown in Table B for coverage on the long-term debts is included in the revenue requirement as
Additional Working Capital.

The 2022 Annual Report to the PSC reported an "Interest and Dividend Income" loss of $2,327,904 when the

Water District cashed out the investment accounts. The interest and dividend income realized on the
accounts that were kept was $292,443.
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TABLE A

DEPRECIATION EXPENSE ADJUSTEMENT

Primary Accounts Depreciation . Proform_a
PSC Annual Report Expense Adjustment Depreciation

Expense
Structures & Improvements $782,063 $177,324 $959,387
Supply Mains 44 879 -16,156 28,723
Pumping Equipment 38,324 -14,802 23,523
Distributions Reservoirs & Standpipes 314,239 -35,566 278,673
Transmission & Distribution Mains 1,095,982 -100,103 995,880
Services 143,712 2,500 146,211
Meters & Meter Installations 446,542 -325,325 121,217
Hydrants 8,561 -1,157 7,403
Other Plant & Miscellaneous Equipment 10,661 0 10,661
Office Furniture & Equipment 111,194 -29,405 81,789
Transportation Equipment 151,816 53,316 205,131
Tools, Shop, & Garage Equipment 0 0 0
Power Operated Equipment 17,576 -3,607 13,969
Miscellaneous Equipment 45,878 6,601 52,479
TOTALS $3,211,426 ($286,381) $2,925,044
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HOURLY EMPLOYEES

2023 2023 BOARD 2022 2023 2023 TOTAL
HOURLY APPROVED ZOZSSA'IAﬁggAL OVERTIME OVERTIME ANNUAL

RATE RATE HRS AMOUNT SALARY
$25.16 $27.52 $57,241.60 0 $0.00 $57,241.60 TOTAL ANNUAL SALARY FOR HOURLY EMPLOYEES $4,452,817
$20.29 $22.45 $46,696.00 22 $740.85 $47,436.85 TOTAL ANNUAL SALARY FOR SALARY EMPLOYEES $827,563
$25.97 $28.36 $58,988.80 50 $2,127.00 $61,115.80 PLANT SHIFT DIFFERENTIAL ($1.50/hour) $29,952
$27.91 $30.38 $63,190.40 6.75 $307.60 $63,498.00 Weekdays - 2 employees/shift x 8 hrs./shift x 2 shifts | 32 man-hours/day
$20.98 $23.06 $47,964.80 17.25 $596.68 $48,561.48 52 weeks/yr x 5 weekdays/week 260 days
$20.07 $22.02 $45,801.60 40.25 $1,329.46 $47,131.06 Sub-Total Weekday hours 8,320/ man-hours
$22.76 $25.13 $52,270.40 9 $339.26 $52,609.66 Weekends - 1 employee/shift x 8 hrs./shift x 2 shifts 16 man-hours/day
$26.49 $28.90 $60,112.00 18 $780.30 $60,892.30 52 weeks/yr x 2 weekend days/week 104|days
$24.22 $26.54 $55,203.20 24.75 $985.30 $56,188.50 Sub-Total Weekday hours 1,664 man-hours
$26.15 $28.28 $58,822.40 4.25 $180.29 $59,002.69 Total Plant Shift Differential Hours 9,984 man-hours
$31.29 $33.27 $69,201.60 18 $898.29 $70,099.89 Plant Shift Differential Rate $1.50 per hour
$20.07 $21.82 $45,385.60 0 $0.00 $45,385.60 Plant Shift Differential $14,976 per plant
$20.63 $22.81 $47,444.80 24.75 $846.82 $48,291.62 Number of Plant 2
$21.71 $23.96 $49,833.33 16 $575.00 $50,408.33 Total Plant Shift Differential $29,952
$30.01 $32.26 $67,100.80 86 $4,161.54 $71,262.34 ON-CALL / BACK-UP PAY ($25/DAY, $50/Holiday and Weekend Day) $23,950
$28.58 $30.79 $64,043.20 25 $1,154.63 $65,197.83 Weekdays - 52 weeks/yr x 5 weekdays/week 260|weekdays
$35.21 $37.26 $77,500.80 41 $2,291.49 $79,792.29 less Holidays 11 days
$20.46 $22.63 $47,070.40 6.25 $212.16 $47,282.56 Sub-Total Weekdays | 249 weekdays
$28.78 $30.99 $64,459.20 12.25 $569.44 $65,028.64 Weekday Rate $25.00 per day
$33.21 $35.89 $74,651.20 53.25 $2,866.71 $77,517.91 Sub-Total Weekday On-Call $6,225
$26.50 $28.65 $59,592.00 49 $2,105.78 $61,697.78 Weekends - 52 weeks/yr x 2 weekend days/week 104 days
$28.95 $31.46 $65,436.80 149.25 $7,043.11 $72,479.91 Holidays 11 days
$23.24 $25.52 $53,081.60 0.5 $19.14 $53,100.74 Sub-Total Weekends & Holidays 115 days
$22.23 $24.36 $50,668.80 144.25 $5,270.90 $55,939.70 Weekend & Holiday Rate $50.00 per day
$29.41 $31.64 $65,811.20 5.5 $261.03 $66,072.23 Sub-Total Weekend & Holiday On-Call $5,750
$29.63 $31.87 $66,289.60 735 $3,513.67 $69,803.27 Total On-Call Cost per Employee 11,975 per employee
$23.68 $26.21 $54,516.80 25 $982.88 $55,499.68 Number of On-Call Employees 2
$29.43 $31.66 $65,852.80 42.25 $2,006.45 $67,859.25 Total On-Call $23,950
$29.20 $31.13 $64,750.40 2.00 $93.39 $64,843.79 YEAR END BONUS ($500 per Employee) $500 x 81 $40,500
$22.78 $24.59 $51,136.80 0.00 $0.00 $51,136.80 2023 TOTAL SALARIES $5,374,782
$20.98 $23.17 $48,193.60 116.75 $4,057.65 $52,251.25 2022 TOTAL SALARIES $4,415,847
$30.14 $32.70 $68,016.00 19.75 $968.74 $68,984.74 ADJUSTMENT $958,935
$22.03 $24.37 $50,689.60 314.00 $11,478.27 $62,167.87
$22.62 $25.10 $52,208.00 5.50 $207.08 $52,415.08
$27.39 $29.84 $62,067.20 28.50 $1,275.66 $63,342.86
$33.26 $35.28 $73,382.40 111.75 $5,913.81 $79,296.21
$28.62 $30.83 $64,126.40 40.75 $1,884.48 $66,010.88
$22.37 $24.73 $51,438.40 27.75 $1,029.39 $52,467.79
$22.39 $24.64 $51,251.20 0.00 $0.00 $51,251.20
$34.82 $36.87 $76,689.60 1.75 $96.78 $76,786.38
$31.89 $34.20 $71,136.00 54.75 $2,808.68 $73,944.68
$22.03 $24.26 $50,460.80 144.25 $5,249.26 $55,710.06
$32.73 $35.06 $72,924.80 44.00 $2,313.96 $75,238.76
$32.37 $34.69 $72,155.20 62.00 $3,226.17 $75,381.37
$27.19 $29.63 $61,630.40 0.50 $22.22 $61,652.62
$27.15 $29.31 $60,964.80 224.25 $9,859.15 $70,823.95
$23.90 $26.21 $54,516.80 10.50 $412.81 $54,929.61
$26.58 $28.73 $59,758.40 30.75 $1,325.17 $61,083.57
$26.88 $29.04 $60,403.20 170.00 $7,405.20 $67,808.40
$24.46 $26.79 $55,723.20 0.50 $20.09 $55,743.29
$35.51 $37.57 $78,145.60 31.50 $1,775.18 $79,920.78
$23.52 $25.69 $53,435.20 0.00 $0.00 $53,435.20
$23.41 $25.70 $53,456.00 46.75 $1,802.21 $55,258.21
$20.07 $21.92 $45,593.60 0.00 $0.00 $45,593.60
$20.07 $22.09 $45,940.27 5.25 $173.93 $46,114.20
$30.49 $32.75 $68,120.00 101.50 $4,986.19 $73,106.19
$24.60 $26.81 $55,764.80 1.75 $70.38 $55,835.18
$21.71 $24.15 $50,232.00 1.00 $36.23 $50,268.23
$26.47 $28.75 $59,800.00 59.50 $2,565.94 $62,365.94
$20.07 $22.42 $46,633.60 0.00 $0.00 $46,633.60
$28.76 $31.26 $65,020.80 14.00 $656.46 $65,677.26
$20.07 $21.42 $44,553.60 0.00 $0.00 $44,553.60
$38.64 $41.15 $85,592.00 22.00 $1,357.95 $86,949.95
$20.29 $22.15 $46,072.00 21.25 $706.03 $46,778.03
$34.87 $36.92 $76,793.60 14.75 $816.86 $77,610.46
$27.43 $29.88 $62,150.40 85.75 $3,843.32 $65,993.72
$24.07 $26.14 $54,371.20 25.00 $980.25 $55,351.45
$31.60 $33.58 $69,846.40 63.25 $3,185.90 $73,032.30
$24.69 $26.66 $55,452.80 0.00 $0.00 $55,452.80
$28.58 $30.79 $64,043.20 58.00 $2,678.73 $66,721.93
$22.35 $24.82 $51,625.60 20.25 $753.91 $52,379.51
$29.35 $31.58 $65,686.40 223.00 $10,563.51 $76,249.91
$21.71 $23.01 $47,866.21 0.00 $0.00 $47,866.21

‘ TOTAL HOURLY EMPLOYEES $4,452,817
SALARY EMPLOYEES
2023 2023 2023 TOTAL
WEEKLY WEEKLY ANNUAL

RATE RATE W/ 6% SALARY

$1,562.53 $1,673.47 $87,020.42

$1,442.30 $1,559.13 $81,074.57

$1,442.30 $1,544.70 $80,324.57

$1,653.74 $1,804.23 $93,819.98

$1,829.65 $1,977.85| $102,848.29

$1,955.39 $2,094.22| $108,899.58

$2,059.56 $2,226.38| $115,771.99

$2,833.50 $3,034.68| $157,803.28

TOTAL SALARY EMPLOYEE! $827,563
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BENEFIT ADJUSTEMENTS

2022 Benefits

Total Benefits in PSC Annual Report $2,391,618
Break-Out of Benefits
Retirement $1,181,298
Health Insurance $1,115,720
Less Commissioner Contribution -$2,346
Less Employee Contribution -$50,806
Dental Insurance $57,059
Vision Insurance $8,629
Life Insurance $68,071
SUTA $13,603
2022 Total Benefits $2,391,228
Evaluation of 2023 Benefits
Retirement
2023 - Salaries & Wages - Empl. $5,374,782
2023 - Salaries & Wages - Comm'r 30,200
Total Salaries & Wages $5,404,982
Contribution Rate 23.34%
$1,261,523
Health Insurance
Stoploss per Employee/Month $467.97
Expected Funding Factor per Employee/Month 749.68
Total Health Insur. Cost per Employee/Month $1,217.65
No. Employees w/ Health Insurance 81
Months per Year 12
$1,183,556
Dental Insurance
Dental Fee per Employee/Month $3.75
No. Employees w/ Dental Insurance 85
Months per Year 12
$3,825
Less Employee Contribution for Health & Dental
(See "Benefit Adjust 2" tab) $70,183
Vision Insurance
Vision Fee per Employee/Month $8.97
No. Employees w/ Dental Insurance 86
Months per Year 12
$9,257
Life Insurance (See "Benefit Adjust 2" Tab)
Long Term Disability $21,280
Short Term Disability $35,679
Life Insurance $25,406
Accidental Death & Dismemberment $2,530
$84,895
State Unemployment Tax (SUTA)
(See "Benefit Adjust 2" tab) $15,841
2023 Total Benefits $2,629,080
Pro Forma Adjustment $237,462
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BENEFIT ADJUSTEMENTS

HOURLY EMPLOYEES

TOTAL LONG TERM |SHORT TERM LIFE ACC. STATE EMPLOYEE
ANNUAL DISABLITY DISABILTY INSURANCE DEATH & [ UNEMPLMNT | CONTRIBUTIO
SALARY (LTD) (STD) DISMEM. TAX (SUTA) N FOR
$57,242 $231 $387 $301 $30 $172 $465 Retirement
$47,437 191 321 301 30 142 841 2022 Contribution Rate . 26.79%
61,116 246 413 301 30 183 511 2023 Contribution Rate . 23.34% Effective July 1, 2023
63,498 256 429 301 30 190 163
$48,561 196 328 301 30 146 210 Health Insurance
$47,131 $190 $318 $301 $30 $141 $828 2022 Employees 73
52,610 212 355 301 30 158 841 2023 Employees 81
60,892 245 411 301 30 183 210 Stoploss per Employee/Month $467.97
56,188 226 380 301 30 169 330 Expected Funding Factor per Empl/Month $749.68
59,003 238 399 301 30 177 163
70,100 283 474 301 30 210 210 Dental Insurance
$45,386 183 307 301 30 136 828 2022 Employees 77
$48,292 195 326 301 30 145 163 2023 Employees 85
50,408 203 341 301 30 151 330 Dental Fee per Employee/Month - $3.75 $3.75
71,262 287 482 301 30 214 $1,382
65,198 263 441 301 30 196 $1,290 Vision Insurance
79,792 322 539 301 30 239 $1,336 2023 Employees 86
$47,283 191 319 301 30 142 $117 Vision Fee per Employee/Month - $3.75 $8.97
65,029 262 439 301 30 195 $0
77,518 312 524 301 30 233 $1,986 Life Insurance
61,698 249 417 301 30 185 $163 LTD $0.403 per $100 payroll
72,480 292 490 301 30 217 $1,290 STD $0.488 per $10 of 60% of wages
$53,101 214 359 301 30 159 $604 Life $0.251 per $1,000 of insurance amount
55,940 225 378 301 30 168 $828 ADD $0.025 per $1,000 of insurance amount
$66,072 $266 $446 $301 $30 $198 $888
$69,803 $281 $472 $301 $30 $209 $1,336 SUTA
55,500 224 375 301 30 166 $841 0.3% SUTA rate x payroll
67,859 273 459 301 30 204 $1,382
64,844 261 438 301 30 195 $2,032
51,137 206 346 301 30 153 828
$52,251 211 353 301 30 157 210
68,985 278 466 301 30 207 163
62,168 251 420 301 30 187 163
52,415 211 354 301 30 157 $210
63,343 255 428 301 30 190 $465
79,296 320 536 301 30 238 $1,382
66,011 266 446 301 30 198 163
52,468 211 355 301 30 157 346
51,251 207 346 301 30 154 117
76,786 309 519 301 30 230 $888
73,945 298 500 301 30 222 $210
55,710 225 376 301 30 167 $1,428
75,239 303 508 301 30 226 $795
75,381 304 509 301 30 226 $1,382
61,653 248 417 301 30 185 $117
70,824 285 479 301 30 212 $841
54,930 221 371 301 30 165 $1,336
61,084 246 413 301 30 183 $1,382
67,808 273 458 301 30 203 $888
55,743 225 377 301 30 167 $511
79,921 322 540 301 30 240 2,032
53,435 215 361 301 30 160 1,336
$55,258 223 373 301 30 166 1,584
$45,594 184 308 301 30 137 $828
$46,114 186 312 301 30 138 $828
73,106 295 494 301 30 219 1,336
$55,835 225 377 301 30 168 1,109
50,268 203 340 301 30 151 1,705
62,366 251 421 301 30 187 $888
$46,634 188 315 301 30 140 $828
65,677 265 444 301 30 197 $1,336
$44,554 180 301 301 30 134 $0
86,950 350 588 301 30 261 $163
$46,778 189 316 301 30 140 $465
77,610 313 524 301 30 233 $2,078
65,994 266 446 301 30 198 $117
$55,351 223 374 301 30 166 $302
73,032 294 493 301 30 219 $1,161
55,453 223 375 301 30 166 210
66,722 269 451 301 30 200 465
$52,380 211 354 301 30 157 465
76,250 307 515 301 30 229 $1,336
$47,866 193 323 301 30 144 $0
$4,452,817 $17,945 $30,087 $21,988 $2,190 $13,358 $55,964
SALARY EMPLOYEES
ANNUAL EMPLOYEE
SALARY LTD STD LIFE ADD SUTA CONTRIBUTIO
$87,020 $351 $588 $301 $30 $261 $1,336
$81,075 $327 $548 $301 $30 $243 $841
$80,325 $324 $543 $301 $30 $241 $1,986
$93,820 $378 $634 $301 $30 $281 $465
$102,848 $414 $695 $301 $30 $309 $2,078
$108,900 $439 $736 $301 $30 $327 $2,078
115,772 $467 $782 $301 30 $347 $841
157,803 $636 $1,066 $301 30 $473 $888
827,563 $3,335 $5,592 $2,410 $240 $2,483 $10,513
COMMISSIONERS
ANNUAL EMPLOYEE
SALARY S S A3 (e S CONTRIBUTIO
6,000 136 13 177
6,200 136 13 861
6,000 301 30 861
6,000 136 13 911
6,000 301 30 897
$30,200 $1,009 $100 $3,707
$5,310,580 $21,280 $35,679 $25,406 $2,530 $15,841 $70,183
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LWC Wholesale Rate

10" Meter & Elevated Service Area

. Service Annual
Efl?;téve Charge Wholesale Rate ($/1,000 gal.) Percent
($/Month) | Elev. Area Water Total Increase
07/01/21 $2,364.24 $2.02 $0.44 $2.46
7/1/2022 951.53 2.07 0.48 2.55| 3.529%
7/1/2023 954.56 2.13 0.50 2.63| 3.042%
2022 Purchased Water COSt ........ccooeevnieiiiiieiiieeiieen, $989,113
2023 Percent Rate Increase ........c..ccoeccveeeeiinicinnnn.. 3.042%
Purchased Water Cost Adjustment .................... $30,087

Exhibit 8 - Page 7 of 8




2023 Water Treatment Plant Chemical Bid Tabulation
Hardin County Water District No. 2

Bid Number 2023-004

2022

2023

2022 City

Item - Chemical | Chemical 20.22 White Springs 2022 Total 202.2 202.3
Item Description s L Mills WTP Chemical | Chemical
No. Pricing Pricing (Ibs. Used) WTP (Ibs. Used) Cost Cost
($/1b) ($/1b) : (Ibs. Used)
1 |Potassium Permanganate $4.1500 | $3.3100 1,155 1,155 $4,793 $3,823
(330 Ibs. drums)
Potassium Permanganate
2 |55 Ibs. buckets) $4.3800 | $3.3100 64 64 $281 $212
3 |Hydrofluosilicic Acid $0.2250 | $0.3150 71,698 0,883 81,581 $18,356|  $25,698
(Bulk delivery)
4 |Chlorine $0.6700 | $1.0500 106,551 28,736 | 135,287 $90,642| $142,051
(Ton cylinders)
5 |Powdered Activated Carbon | o 7154 | g0 8800 100,226 100,226 |  $71.662|  $88,199
(Bulk bags)
g |Powdered Activated Carbon | ) 7450 | 10300 1,806 1,806 $1.345 $1,860
(40-55 Ib. bags)
7 |Polvaluminum Chioride $0.2100 | $0.2495 | 1,547,534 | 323105 1,870,639 | $392,834| $466,724
(Bulk delivery)
1 i - 0,
g |Sodium Hydroxide - 25% $0.1127 | $0.1566 683,459 683,459 $77,026| $107,030
(Bulk delivery)
Liquid Ammonium Sulfate
9 |LAS) 40% (Bulk delivery) $0.2200 | $0.2500 178,510 81,248 | 259,758 $57,147|  $64,940
Total Annual Chemical Cost $714,085| $900,536
Percent Increase 2022 to 20223 26.11%
2022 Purchased Chemical COSt .....ccuuveeeeeeeieeeeeeeeeeeeeeeeeeen, $678,241
2023 Percent Rate INCreaSEe .....coevveieii e 26.11%
Chemical Cost Adjustment ...........ccccocevvvveieeeeeeeeccinee, $177,092

Exhibit 8 - Page 8 of 8
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Please state your name, position, and business address.

My name is R. Vaughn Williams. | am a licensed professional engineer.
My business address is 770 Wilkinson Boulevard, Frankfort, Kentucky
40601.

By whom are you employed and in what capacity?

I am President of Kenvirons, LLC, a civil and environmental engineering
firm headquartered in Frankfort, Kentucky.

Please describe your educational and professional background.

My Curriculum Vitae is found at Appendix A to my testimony and lists
my education background and professional experience.

Have you previously testified before the Public Service Commission?
No. However, | have prepared and filed various reports in support of water
infrastructure  projects with the Public Service Commission
(*Commission”).

By whom have you been engaged in this proceeding?

Hardin County Water District No. 2 (“HCWD2” or “the District”) engaged
Kenvirons to prepare a rate study for its water operations and to assist in
the preparation of an application to the Commission for an adjustment of
HCWD?2’s water service rates. Kenvirons has provided engineering

services to HCWD2 since 1986. As an employee and member of
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Kenvirons, | have worked with HCWD?2 since 1990. Carlos Miller was the
Principal-in-Charge for the HCWD?2 projects. | primarily served as the
design or project engineer. Since Mr. Miller’s retirement, | have served as
the Principal-in-Charge.

What is your experience regarding the preparation of rate studies for
water utilities?

| have prepared a minimum of twelve user rate studies for water utilities. |
worked with Mr. Miller to prepare user rate studies for HCWD?2 as part of
its 1994 Water Treatment Plant Expansion and 2012 Louisville Water
Company Interconnect projects.

What is the purpose of your testimony in this proceeding?

The purpose of my testimony is to discuss the findings of my rate study,
which is entitled “Water Rate Analysis” (“the Rate Study”). A copy of the
Rate Study is attached to my testimony as Appendix B.

When did Kenvirons prepare the Rate Study?

Kenvirons began working on the Rate Study in March 2023. A draft of the
Rate Study was presented to HCWD2’s Board of Commissioners at its
June 2023 Meeting. The final version of the Rate Study was completed on
July 17, 2023, and submitted to HCWD2’s Board of Commissioners on

July 18, 2023.
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Briefly summarize your testimony.

Based upon adjusted test period operation, HCWD?2 has a total annual
revenue requirement of $18,274,867. It requires annual revenues from
water sales of $16,987,446. During the test period, its present rates for
water service generated revenues of $14,685,398. To produce revenues
sufficient to meet its reasonable operating expenses, its obligations under
its long-term debt instruments, and provide for adequate working capital,
HCWD?2’s rates should be adjusted to produce additional revenues of
$2,302,048, an increase of 15.68 percent over the revenues produced by
current rates.

To produce these additional revenues, HCWD?2’s retail rates should
be increased to produce additional revenues of $2,826,840, an increase of
20.577 percent over test period revenues from present retail rates.
HCWD2’s wholesale rate of $2.20 per 1,000 gallons should be increased
approximately 31.36 percent to $2.89 per 1,000 gallons to generate total
annual revenues of $422,624. While the wholesale rate will increase, post-
test period reductions in the purchases of HCWD2’s only wholesale
customer - Hardin County Water District No. 1 (“Hardin District No. 1”) -
will result in a reduction of $524,790 in annual revenues from sales for

resale.
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Describe how the proposed rates were developed.

First, the level of revenue required from water sales was determined based
upon HCWD2’s operating expenses, long-term debt obligations and the
debt coverage requirements in its long-term debt. Then this amount was
allocated among HCWD2’s customers based upon the cost to serve each
customer classification.

What test period was used to perform the rate study?

Calendar year 2022.

Why was this period used?

This period represents the period covered by HCWD2’s most recent
financial and statistical report on file with the Commission and would be
the most representative of HCWD2’s current operations.

Describe “the Schedule of Adjusted Operations” that appears on the
Rate Study’s first page.

The Schedule of Adjusted Operations lists the revenues and expenses of
HCWD2’s water operations for the test period and the adjustments made
to specific items to determine the Pro-Forma Expense/Revenue. The

Revenue Requirement computations appear at the bottom of this schedule.
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Why are adjustments made to test period expenses?
Adjustments recognize any known and measurable changes in operations
occurring during or after the test period. They are necessary to ensure that
the proposed rates accurately reflect current operating conditions. If an
adjustment is shown in the Rate Study, there is a reference that explains
the adjustment.
What adjustments were made to test period revenues?
As reflected in the Schedule of Adjusted Operations, no adjustments were
made to test period revenues. Following the close of test period, HCWD1
advised HCWD2 that it would be reducing its purchases of water for resale.
During the test period, Hardin District No. 1 purchased approximately
430,643,000 gallons of water from HCWD?2 (or approximately 1,179,844
gallons per day) while its water treatment facilities were undergoing
repairs and improvements. It has since reduced its purchases to
approximately 400,000 gallons per day (or approximately 146,000,000
annually) and has advised HCWD?2 that it will continue to purchase at that
level for the foreseeable future. Mr. Youravich addresses this development
in greater detail in his written testimony.

No adjustments were made in the Schedule of Adjusted Operations

to reflect this decrease in purchases for resale. However, adjustments were
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made in the sections of the Report Study addressing the allocation of
HCWD?2’s revenue requirements to wholesale rate and retail rates (Table
G.2).

Does the Rate Study contain a billing analysis?

Yes. As part of the Report Study, | performed a billing analysis. A copy of
this billing analysis of the current and proposed rates is found at pages 21
through 28 of the Report Study. A copy of the billing analysis has been
attached as Exhibit 10 to HCWD?2’s Application .

What adjustments were made to Salary and Wages — Employees
expense?

Test period expense was increased $958,935 to reflect changes in
personnel during and after the test period, as well as changes in employee
compensation. The adjustment includes wage and salary increases that
HCWD?2’s Board of Commissioners approved at its December 2022 Board
Meeting to take effect on January 1, 2023. A detailed calculation of this
adjustment is contained in the spreadsheet named “Salary Adjust” in the
Excel Workbook named “001 Rate Study Adjustments.xlsx” that is
embedded in HCWD2’s Application and also filed separately with the

Application.
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What adjustments were made to Employee Pensions and Benefits?
The test period expense was increased by $237,462. This adjustment
reflects changes in the costs in health, dental, vision and life insurance,
pension expense, and State Unemployment Insurance taxes resulting from
wage and salary increases granted during 2022 and those that took effect
on January 1, 2023 and changes in the number of employees on HCWD2’s
payroll. It also represents changes in the required employer contribution
rate to the County Employee Retirement System. A detailed calculation of
this adjustment is contained in the spreadsheets named “Benefit Adjust 1”
and “Benefit Adjust 2” in Excel Workbook *“001 Rate Study
Adjustments.xIsx”.

An adjustment of $30,087 was made to purchased water expense. Why
was this adjustment made?

On July 1, 2023, the Louisville Water Company increased its wholesale
rate from $2.55 per 1,000 gallons to $2.63 per 1,000 gallons, or
approximately 3.042 percent. Applying this percentage to HCWD?2’s
purchases during the test period results in an increase in purchased water
expense of $30,087. A detailed calculation of this adjustment is contained
in the spreadsheet named “Water Purchase Adjust” in Excel Workbook

“001_Rate Study Adjustments.xlIsx”.
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An adjustment was made to test period chemical expense. What was
this adjustment?

A.  Test period chemical expense was increased by $177,092. Chemical
expense represents 5.9 percent of test period operating expenses. In recent
years, the District has experienced significant increases in chemical
expense due to supply chain disruptions caused first by the pandemic and
then the Russian-Ukrainian War. For example, test period chemical
expense increased approximately 72.9 percent over the prior year’s
chemical expense. These disruptions are not expected to be resolved in the
near future and price instability is likely to continue.

To ensure that the proposed rates are representative of current
operating conditions, an adjustment to chemical expense is proposed. Near
the end of each calendar year, HCWD?2 issues a request for bids for its
chemical requirements for its water treatment plant for the forthcoming
year. Using the accepted bids for calendar year 2023, it was determined
that HCWD2 will experience an increase of 26.11 percent in its chemical
costs in 2023. HCWD?2 proposes to adjust test period chemical expense to
reflect 2023 chemical prices. This adjustment translates into a pro forma

chemical expense of $855,333. A detailed calculation of this adjustment is
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contained in the spreadsheet named “Chemical Adjust” in Excel
Workbook “001_Rate Study Adjustments.xIsx”.

Did you make any other adjustments to test period operation and
maintenance expenses?

Yes. Contract services — Other was increased by $37,500 to reflect the cost
of the Report Study. The District expects to prepare another study in 2025
and proposes to amortize this cost over a two-year period.

Please note that the Report Study made no adjustments to reflect the
expenses related to preparing HCWD2’s application or incurred in any
Commission proceeding reviewing the proposed rates. In its final decision
on HCWD2’s application, the Commission should take into consideration
those expenses and should permit their recovery in the new rates
established for the District.

Describe the adjustment to test period depreciation expense.

The District proposes to decrease Depreciation expense by $286,381. This
adjustment reflects proposed revisions in the service life of several asset
classes.

The District has not performed a depreciation study to determine the
service lives of its plant assets. It lacks sufficient plant addition and

retirement information to perform such a study. The Commission has held
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that, in the absence of a depreciation study to support the service life
assigned to a water utility’s plant assets, the mid-point of the service life
range set forth in the National Association of Regulatory Commissioners’
(“NARUC”) Depreciation Practices for Small Water Utilities for that asset
group should be used to establish a water utility’s depreciation rates. The
District’s existing depreciation rates are reflected in the depreciation
schedule attached to the District’s Application as Exhibit 15. To comply
with the Commission’s practice, all the District’s existing depreciation
rates were revised to reflect the mid-point of the service life ranges set
forth in that publication to establish its depreciation rates and depreciation
expense levels. The effect of these revisions is shown in Table A of the
Rate Study.

Upon making these adjustments, what was proforma Total Operating
Expenses?

$16,159,118

How was the District’s Total Revenue Requirement determined?

The debt service coverage methodology was used to determine the
District’s total revenue requirement. This method, as historically applied
by the Commission, includes an allowance for additional working capital

that is equal to the minimum net revenues required by a water district’s

10
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long-term debt holders that are above its average annual debt payments. In
the District’s case, the amount is equal to 20 percent of its average annual
debt payments. The District’s average annual principal and interest
payment and a working capital component were added to total operating
expense to obtain the total revenue requirement. The calculations used to
determine District’s average annual principal and interest payment are
shown at Table B of the Report Study. The calculation of total revenue
requirements is shown at the bottom of Schedule of Adjusted Operations.
What is the District’s total revenue requirement?

$18,274,867.

How was revenue required from water sales determined?

Revenue required from water sales was determined by subtracting from
District’s total revenue requirement other sources of available revenue,
which included forfeited discounts, miscellaneous service revenues, and
interest income. These other sources of revenue total $1,287,421.
Accordingly, the District requires $16,987,446 from water sales.

How were rates developed to produce this amount?

Tables C through K of the Report Study show the process used to develop

the proposed rates.

11
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Table C shows the allocation of depreciation expense based upon
the following functions: supply and water treatment, transmission and
distribution, storage tanks, administrative and general, and customer.
Table D shows a similar allocation of plant value. Plant value percentages
are used to allocate debt service (including additional working capital
allowance) among these functions.

Table E sets out the amount of water that is produced, sold, used for
water operations, fire protection, and is unaccounted-for. It also provides
a breakdown of the District’s water mains by size and length and amount
of main that is jointly used to provide wholesale and retail service. In the
District’s system, there are approximately 1,013.96 miles of main, and
7,146.0 inch-miles of main. Wholesale and retail customers jointly use
48.78 miles of main and 678.4 inch-miles of main. This indicates that
wholesale customers are using 9.49 percent of the total inch-miles of water
main.

Using the information in Table E, a set of allocation factors to
allocate costs to the District’s wholesale customers were computed. These
allocation factors are shown in Table F and are based upon the size and
length of the District’s water mains and the volume of water produced, sold

and lost during the test period.

12
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The water production multipliers show that HCWD2 must produce
1.2681 gallons of water to sell one gallon to all its customers, and that it
must produce 1.0923 gallons of water to sell a wholesale customer one
gallon. The Production Allocation Factor represents the ratio of water
produced for wholesale customers to total water produced.

The Pipeline Transmission Factor allocates distribution costs in
proportion to the size and length of the system used by the wholesale
customer. The factor was determined by the ratio of the inch-miles of
jointly used lines to the total inch-miles of lines in the system times the
ratio of water purchased by the wholesale customers to the total water
sales.

Certain costs, such as tank maintenance & construction and general
& administrative expenses do not vary with the amount of the transmission
system jointly used. The Use Factor was determined by the ratio of sales
to the wholesale customers to the total water sales.

Table G.1 shows the computation of wholesale rate based upon the
application of the allocation factors to operating expense, depreciation
expense and debt service and coverage. This computation shows that,
based upon test period water sales, approximately $1,246,575 of the total

required revenue is related to the provision of wholesale service. This

13
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allocated amount is then divided by wholesale gallons sold in the test
period to produce a rate for wholesale service of $2.89 per 1,000 gallons.
As previously noted, Hardin District No. 1 has significantly reduced
its purchases from HCWD?2 since the end of the test period. As shown in
Table G.2, Hardin District No. 1’s current daily purchases are
approximately 33.90 percent of its test period daily purchases. To reflect
this lower level of purchases and thus lower level of expense, the assigned
wholesale expense for each water utility expense account shown in Table
G.1 was reduced to 33.9 percent of the originally assigned amount. These
reductions are shown in Table G.2. After these adjustments are made,
approximately $422,624 of the total revenue requirement is allocated to
wholesale expense. This allocated amount is then divided by the number
of gallons that Hardin District No. 1 is currently purchasing and expects to
purchase for the foreseeable future to produce the wholesale rate of $2.89
per 1,000 gallons.! As a result of the adjustment in assigned wholesale
expense, approximately $17,852,244 of the total required revenue is

assigned to retail customers.

1

$422,624 + (400,000 gal/day x 365 days/year) = $2.89 per 1,000 gallons.

14
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Table H shows retail operation and maintenance expenses allocated
among the following functions: commodity, demand, customer, and
administrative and general.

Table | summarizes the allocation of retail costs to the commodity,
demand and customer functions and the revenue required from retail rates
for each function after other sources of utility revenue are considered.

Table J provides a breakdown of minimum bill water usage and
water usage by block. Water usage (or sales) by block is adjusted to reflect
the consumption of all gallons available in a minimum bill.

Table K shows the final calculation of the cost of retail service.
Commodity and demand costs are allocated between three usage blocks:
first 2,000 gallons; next 498,000 gallons; and usage over 500,000 gallons.
The total commodity and demand costs for each block were added
together, then divided by the adjusted sales within each block to produce
calculated usage rates per 1,000 gallons. When applied to the Proposed
Billing Analysis, the calculated usage rates failed to produce the exact
required revenue. Therefore, usage rates were adjusted to more closely
match the required level of revenue.

To determine the appropriate customer charge to include in

minimum bills, total allocated customer costs were divided by the number

15



1 of bills issued during the test period. The minimum bill for a meter size is

2 determined by adding the usage charges for the allowable gallons for that
3 meter size and the customer charge.

4 The rates resulting from these calculations are shown at Table L of
5 the Study.

6 Q. Whatrevisions, if any, were made to the District’s present rate design?

7 A. No revisions were made to the District’s present rate design.

8 Q. What is the effect of the proposed rates on the average retail
9 customer’s bill?
10 A.  The table below shows the effect of the proposed rates on the monthly bill
11 of the average customer for each meter size.
. Monthl
Average Monthly Bill Monthly Bill Bill g
Customer at Proposed
Usage (gals) R Increase ($) Increase
ate

(%0)
5/8 X 3/4-Inch Meter 3,600 | $ 31.87 $ 5.05 18.85
1-Inch Meter 10,255 | $ 75.60 $ 14.38 23.50
1 1/2-Inch Meter 28,480 | $  192.22 $ 36.78 23.66
2-Inch Meter 69,840 | $  455.56 $ 86.29 23.37
3-Inch Meter 180,310 | $ 1,142.54 $ 20214 21.49
4-Inch Meter 463,020 | $ 2,895.15 $ 493.14 20.53
6-Inch Meter 2,858,750 | $ 11,284.94 $ 1,804.19 19.03
8-Inch Meter 82,750 | $ 1,074.34 $ 290.64 37.09
10-Inch Meter -0- N/A N/A N/A
12-Inch Meter -0- N/A N/A N/A
Wholesale 12,166,667 $35,218.64 $8,451.97 31.58

12 Q. What are your recommendations to the Commission?

13 A. I recommend that the Commission approve the proposed rates.

16



1 Q. Does this conclude your testimony?
2 A, Yes,itdoes.

[Nothing follows.]
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COMMONWEALTH OF KENTUCKY )
) SS:
COUNTY OF FRANKLIN )

The undersigned, R. Vaughn Williams, being duly sworn, deposes and
says he has personal knowledge of the matters set forth in the foregoing
testimony, and the answers contained therein are true and correct to the best of
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KENVIRONS

R. VAUGHN WILLIAMS, P.E.

President YEARS AT KENVIRONS

33 years (May 1990)
EXPERIENCE ' ’
Principal of the firm responsible for the planning, design and EDUCATON
construction administration for environmental and water B.S., Civil Engineering,

resources related projects. Experience includes potable University.of kentueky, 1950

water treatment facilities, municipal and industrial

e PROFESSIONAL REGISTRATION
wastewater treatment facilities, water distribution systems,

Professional Engineer:

sewage collection systems, water intake structures, water » Kentucky
and sewer pump statfions, residential and commercial ¢ Indiana
development plans, storm water and sediment control s West Virginia
structures, water supply studies, user rate studies, and ;
constfruction oversight. PROFESSIONAL AFFILIATIONS

s Kentucky Society of
AWARDS Professional Engineers

» American Society of

2007 American Consulting Engineers Council, Engineering Civil Engineers

Excellence Awards, Grand Award for the Jackson County s  American Water Works
Water Treatment Plant ‘ A‘SSOciinon ;
» Water Environment
2009 American Consulting Engineers Council, Engineering Federation
Excellence Awards, Grand Award for the Wood Creek Water ® Past Chair KY-TN
District Regional Water Treatment Plant AWWA Section Water
for People

2010 American Consulting Engineers Council, Engineering
Excellence Awards, Grand Award for the Jamestown Water
Treatment Plant

RELEVANT PROJECTS

Hardin County Water District No. 2 — White Mills WTP and City Springs WTP, Ammonia
Feed Systems, Hardin County, KY. Principal-In-Charge for the planning, design, and
construction of the ammonia feed systems installed at the water freatment plants. The
facilities will convert HCWD2's residual disinfectant to chloramine and allow
intermingling with water purchased from Louisvile Water Company.

Hardin County Water District No. 2 — Colesburg Pumps Station, Hardin County, KY.
Project Manager for the 2.0 mgd pump station developed to pump water purchased
from LWC into HCWD2's distribution system. The pump station includes variable
frequency drives for the 200 Hp pumps, chloramine monitoring, and chloramine booster
feed. The pump station can be expanded to 10.0 mgd with the addition of future
pumps. The project included a user rate impact analysis and rate study.
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Stanford Water Works, Water Supply Study, Lincoln County, KY. Study evaluated
alternative to increase the water supply capacity for the City of Stanford. As
recommended, the City is currently investigating potential withdrawals from an existing
reservoir owned and operated by the KY Department of Fish & Wildlife Resources.

Louisville Water Company, 20” Transmission Main. Principal-in-Charge for the design
and layout of a fransmission main through Lebanon Junction and crossing the Rolling
Fork River to supply potable for Hardin County Water District No. 2.

Jackson County Water Association, Supplemental Raw Water Supply. Project was the
culmination of a fifteen year effort to increase the water supply capacity for Jackson
County. The project consisted of a river intake, two booster pump stations and a 74,000
LF 16" fransmission main. Raw water is pumped from the South Fork Rockcastle River fo
recharge the Association’s water supply reservoir. The project included a user rate
impact analysis and rate study.

City of Bardstown, Water Supply Study, Nelson County, KY. Performed detailed study
concerning the long term water supply needs of the community and development of
alternative capable of meeting the projected water need. Alternatives included
existing reservoirs, developing new reservoirs, stream withdrawals combined with pump-
store operations, and wholesale purchases from other utilities.

Jamestown Water Treatment Plant Expansion, Russell County, KY. Principal-in-Charge for
the planning, design, and construction administration of an 8.0 million gallon per day
(mgd) membrane filtration plant.  Project utilized existing basins for pre-treatment,
flocculation, and reject recovery. Future addition of membranes cassettes can
increase capacity to 10.0 mgd. The project included a user rate impact analysis and
rate study.

Beattyville Water Treatment Facility, Lee County, KY. Responsible for the design of the
2.0 mgd conventional water treatment plant, river intake structure, and residuals
handling facilities. Plant layout developed for future expansion to 4.0 mgd. Project
included all environmental studies and permitting required for a new raw water intfake
located on the Kentucky River. The project included a user rate impact analysis and
rate study.

Wood Creek Water Treatment Plant Expansion, Laurel County, KY. Principaln-Charge
for the planning, design, and construction administration of an 11.0 mgd Super-Pulsator
plant. New facilities include raw water pumps, pre- treatment basins, clarifiers,
Greenleaf filters, new chemical feed, UV disinfection, clearwell, and high service
pumps. The project included a user rate impact analysis and rate study.

Prestonsburg Raw Water Intake, Floyd County, KY. Project Engineer responsible for the
design of a 5.0 mgd river intake structure. Coordinated computational fluid dynamics
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(CFD) model of the structure to assess vortex formations and silt deposition. Structure
designed in accordance with the Hydraulic Institute’s Pump Intake Design Standard 9.8.

Jackson County Water Treatment Plant, Jackson County, KY. Project Manager
responsible for the planning, design, and construction administration of a 2.5 mgd
Dissolved Air Flotation (DAF) plant. First DAF plant constructed in Kentucky. The project
included a user rate impact analysis and rate study.

Hardin County Water District No. 2, Water Plant Expansion, Hardin County, KY. Project
Manager responsible for the design and construction administration of an 8.1 mgd
Clari-Cone WTP. Project added two new process trains with Clari-Cones, decelerating
filters, 1.0 MG concrete clearwell, and solids handling facilities. The project included a
user rate impact analysis and rate study.

Campbellsville Water Treatment Plant Expansion, Taylor County, KY. Project Manager
responsible for the planning, design, and construction administration of a 9.0 mgd
conventional tfreatment plant. The project included a user rate impact analysis and
rate study.

Wood Creek Raw Water Intake, Clearwell, and High Service Pump Station, Laurel
County, KY. Project Manager responsible for the planning, design, and construction
administration of a unique intake structure, 1.0 MG clearwell, and 8.0 mgd high service
pump station. Project included a study to project the long term drinking water needs of
Laurel County and supply capacity of Wood Creek Lake. The project included a user
rate impact analysis and rate study.

Liberty Water Treatment Plant Expansion, Casey County, KY. Project Manager
responsible for the planning, design, and construction administration of a 1.2 mgd
conventional freatment plant. Evaluated the long term water demand for the City of
Liberty and Casey County and adequacy of the existing the existing supply reservoirs to
meet the community’s needs. The project included a user rate impact analysis and
rate study.
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Schedule of Adjusted Operations

Hardin County Water District No. 2

Operating Revenues Test Year 2022 Adjustment| Reference Pro Forma
Metered Water Revenue
Sales to Residential Cust. $8,972,015 $8,972,015
Sales to Commercial Cust. 2,955,031 2,955,031
Sales to Industrial Customers 1,180,821 1,180,821
Sales to Public Authorities 625,371 625,371
Sales thru Bulk Loading Stat. 4,745 4,745
Total Retail Metered Sales $13,737,983 $13,737,983
Sales for Resale 947,415 947,415
Other Water Revenues
Misc. Service Revenues 494,895 494,895
Other Water Revenues 295,136 295,136
Total Other Water Rev. 790,031 | 790,031
Total Operating Revenues $15,475,429 $15,475,429
Operating Expenses
Operation & Maintenance (O&M)
Salaries and Wages-Employ. | $4,415,847 958,935 A $5,374,782
Salaries and Wages-Officers 29,964 29,964
Employ. Pension and Benefit 2,391,618 237,462 B 2,629,080
Purchased Water 989,113 30,087 C 1,019,200
Purchased Power 981,788 981,788
Chemicals 678,241 177,092 D 855,333
Materials and Supplies 375,398 375,398
Contractual Services-Eng. -
Contractual Services-Acct. 48,528 48,528
Contractual Services-Legal 62,318 62,318
Contractual Services-Other 515,746 37,500 E 553,246
Rental of Equipment 15,838 15,838
Transportation Expenses 294,401 294,401
Insurance 152,958 152,958
Advertising Expenses 4,396 4,396
Bad Debt 74,476 74,476
Miscellaneous Expenses 401,332 401,332
Total O&M Expenses $11,431,962 $12,873,038
Depreciation Expense 3,211,425 | (286,381) F 2,925,044
Amort. of Utility Plant Acq. Adjust. 9,731 9,731
Taxes Other Than Income 351,305 | 351,305
Total Operating Expenses $15,004,423 $16,159,118
Net Utility Operating Income $ 471,006 $ (683,689)
REVENUE REQUIREMENTS
Total Operating Expenses $15,004,423 $16,159,118
Plus: Avg. Annual Principal & Interest 1,490,260 272,864 G 1,763,124
Additional Working Capital (Coverage) 298,052 | 54,573 H 352,625
Total Revenue Requirement $16,792,735 $18,274,867
Less: Other Operating Revenues 790,031 790,031
Interest Income - 292,443 | 292,443
Non-Utility Income 204,947 | 204,947
Revenue Required from Water Sales $15,797,757 $16,987,446
Revenue from Current Rates 14,685,398 | 14,685,398
Required Revenue Increase $ 1,112,359 $ 2,302,048
Percent Increase 7.57% 15.68%
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A)

B)

REFERENCES FOR SCHEDULE OF ADJUSTED VALUES

Salaries & Wages were adjusted to reflect the raises realized during 2022 and 2023 as well as changes to
the employee roster. See file "Rate Study Adjustment.xlsx" for additional details.

The Employee Pensions & Benefits were adjusted to account for changes associated with 2023 Salaries,
Medical Insurance, Life Insurance, and Unemployment Tax. See file "Rate Study Adjustment.xIsx" for

Effective July 1, 2023, Louisville Water Company increased their wholesale rate from $2.55 to $2.63 per
1,000 gallons, or 3.042%. The water purchase adjustment reflects the percent increase ($989,113 x
3.042%). See file "Rate Study Adjustment.xIsx" for additional details.

The Water District solicited new pricing for the chemicals and an adjustment was made based upon the
chemicals used during the test year and the new pricing. See file "Rate Study Adjustment.xlsx" for additional

The current rate study will cost over $75,000 and the Water District plans to conduct another study during
2025. Therefore, the cost of the study was amortized over two years, or $37,500 per year.

The depreciation expense was adjusted to reflect an asset service life equal to the midpoint of the ranges
recommended in the National Association of Regulatory Utility Commissioners (NARUC) publication
"Depreciation Practices for Small Water Utilities" dated August 15, 1979.

The annual debt service payments are shown in Table B. An adjustment was made to reflect the average of
the payments for years 2023, 2024, and 2025.

The amount shown in Table B for coverage on the long-term debts is included in the revenue requirement as
Additional Working Capital.

The 2022 Annual Report to the PSC reported an "Interest and Dividend Income" loss of $2,327,904 when the

Water District cashed out the investment accounts. The interest and dividend income realized on the
accounts that were kept was $292,443.
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TABLE A

DEPRECIATION EXPENSE ADJUSTEMENT

Primary Accounts Depreciation . Proform_a
PSC Annual Report Expense Adjustment Depreciation

Expense
Structures & Improvements $782,063 $177,324 $959,387
Supply Mains 44 879 -16,156 28,723
Pumping Equipment 38,324 -14,802 23,523
Distributions Reservoirs & Standpipes 314,239 -35,566 278,673
Transmission & Distribution Mains 1,095,982 -100,103 995,880
Services 143,712 2,500 146,211
Meters & Meter Installations 446,542 -325,325 121,217
Hydrants 8,561 -1,157 7,403
Other Plant & Miscellaneous Equipment 10,661 0 10,661
Office Furniture & Equipment 111,194 -29,405 81,789
Transportation Equipment 151,816 53,316 205,131
Tools, Shop, & Garage Equipment 0 0 0
Power Operated Equipment 17,576 -3,607 13,969
Miscellaneous Equipment 45,878 6,601 52,479
TOTALS $3,211,426 ($286,381) $2,925,044

Appendix B - Page 4 of 28




DEBT SERVICE SCHEDULE

TABLE B

2022 2023 2024 2025 TOTALS
Bonds and Loans o Interest & . Interest & . Interest & o Interest &
Principal Principal Principal Principal (2023-2025)
Fees Fees Fees Fees
RD Series 2010A 0 0 0 0 0 0 0 0 0
RD Series 2012 215,000 129,891] 220,000| 124,725] 230,000 119,238] 235,000 113,425] 1,042,388
RD Series 2016A 39,500 128,032 41,500| 126,511 43,000] 124,913 44,500 123,258 503,682
RD Series 2016B 220,000 31,650] 225,000 24,975] 235,000 18,075] 240,000 10,950 754,000
RD Series 2016C 280,000 31,9501 295,000 23,325] 310,000 14,250] 320,000 4,800 967,375
Elizabethtown (1) 281,301| 118,699] 289,022 110,978 296,956( 103,044 305,108 94,892 1,200,000
Series 2022A 0 14,238] 239,200 31,767] 247,700 28,237] 250,400 24,625 821,929
TOTALS 1,035,801| 454,459] 1,309,722| 442,281]1,362,656| 407,756] 1,395,008| 371,950] 5,289,373
TOTAL P&l 1,490,260 1,752,003 1,770,412 1,766,958 --
3-Year Average Annual Principal and Interest (2023-2025) ...........ccccocviueennn, $1,763,124
3-Year Average Annual Coverage (20%) ......c.ccocvrierrenirinssrsssesssmsesssnesssnsesn: $ 352,625
$2,115,749
Note:

1) During 2014, the KY PSC approved an asset purchase agreement between the Water District and the City of
Elizabethtown, Kentucky for the District's purchase of certain water system assets of the City. The agreement requires the
District to pay a note to the City for $8,000,000 based on twenty annual installments of $400,000 beginning in 2015.
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TABLE C

ALLOCATION OF DEPRECIATION EXPENSES

Proforma
Primary Accounts Depreciation Supply & Trans. & Storage General & Customer
PSC Annual Report Treatment | Distribution Tanks Admin.
Expense

Structures & Improvements $959,387 | $687,826 $53,542 $0| $218,019 $0
Supply Mains 28,723 0 28,723 0 0 0
Pumping Equipment 23,523 20,343 3,180 0 0 0
Distrib. Reservoirs & Standpipes 278,673 0 0 278,673 0 0
Transmission & Distrib. Mains 995,880 0 995,880 0 0 0
Services 146,211 0 0 0 0 146,211
Meters & Meter Installations 121,217 0 0 0 0 121,217
Hydrants 7,403 0 0 0 7,403 0
Other Plant & Misc. Equipment 10,661 10,661 0 0 0 0
Office Furniture & Equipment 81,789 0 0 0 81,789 0
Transportation Equipment 205,131 0 200,163 0 4,968 0
Tools, Shop, & Garage Equip. 0 0 0 0 0 0
Power Operated Equipment 13,969 0 13,969 0 0 0
Miscellaneous Equipment 52,479 0 47,398 0 5,081 0
TOTALS $2,925,044 | $718,829 [ $1,342,855 | $278,673 | $317,259 | $267,429
PERCENTAGE OF TOTAL 100.00% 24.57% 45.91% 9.53% 10.85% 9.14%
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TABLE D
ALLOCATION OF PLANT VALUE

Primary Accounts Total Asset | Supply & Trans. & Storage General & Customer
PSC Annual Report Value Treatment | Distribution Tanks Admin.

Land & Land Rights $1,723,882 | $232,392 | $219,725 $77,500 [ $1,194,265 $0
Structures & Improvements 33,523,514] 23,764,369| 2,007,837 10,095 7,741,213 0
Supply Mains 1,795,159 0f 1,795,159 0 0 0
Pumping Equipment 467,245 386,481 80,764 0 0 0
Distrib. Reservoir & Standpipe| 12,305,416 0 0| 12,305,416 0 0
Transmission & Distrib. Mains | 53,457,993 0| 53,457,993 0 0 0
Services 6,380,920 0 0 0 0| 6,380,920
Meters & Meter Installations 5,288,078 0 0 0 0| 5,288,078
Hydrants 372,341 0 0 0 372,341 0
Other Plant & Misc. Equip. 106,606 106,606 0 0 0 0
Office Furniture & Equipment 1,404,340 0 0 0| 1,404,340 0
Transportation Equipment 2,392,612 0| 2,357,837 0 34,774 0
Tools, Shop, & Garage Equip. 20,419 0 0 0 15,185 5,234
Power Operated Equipment 309,580 0 309,580 0 0 0
Miscellaneous Equipment 894,848 0 805,934 0 88,914 0
Totals $120,442,951 | $24,489,847 | $61,034,830 | $12,393,011 | $10,851,032 | $11,674,232

Percentage of Total 100.0% 20.3% 50.7% 10.3% 9.0% 9.7%

Debt Service Allocations $2,115,749 | $430,198 | $1,072,162 | $217,701 | $190,614 | $205,074
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TABLE E

SYSTEM INFORMATION

Main Si Total System Joint Use
ain Size
Length Inch-Miles Length Inch-Miles
(inches) (feet) (miles) (feet) (miles)
0.75 1,806 0.34 0.3
1.00 7,521 1.42 1.4
1.25 1,535 0.29 0.4
1.50 1,057 0.20 0.3
2 58,257 11.03 221
3 1,808 0.34 1.0
4 1,391,516 263.54| 1,054.2
6 2,298,254 435.28| 2,611.7
8 1,010,223 191.33| 1,530.6] 141,741 26.84 214.8
10 52,745 9.99 99.9 2,053 0.39 3.9
12 202,808 38.41 460.9 2,107 0.40 4.8
14 9,934 1.88 26.3
16 53,854 10.20 163.2 34,595 6.55 104.8
18 585 0.11 2.0
20 24,430 4.63 92.5 269 0.05 1.0
24 237,116 44,91 1,077.8 76,798 14.55 349.1
30 252 0.05 1.4
Totals |5,353,702| 1,013.96| 7,146.0] 257,563 48.78 678.4
Water Purchased, Sold, and Used
1,000 Gal. Percent
Water Produced 3,028,159 88.24%
Water Purchased 403,506 11.76%
Total Produced & Purchased 3,431,665 100.00%
Water Sale Volumes:
Retail 2,098,719 61.16%
Bulk Loading Stations 914 0.03%
Wholesale 430,643 12.55%
Total Water Sales 2,530,276 73.73%
Othe Water Use Volumes:
Water Used at WTP 244,234 7.12%
Distribution System Flushing 114,056 3.32%
Total Water Loss 481,314 14.03%
Fire Department & Other 61,785 1.80%
Total Other Water Use 901,389 26.27%
TOTAL ALL WATER 3,431,665 100.00%
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TABLE F

WHOLESALE ALLOCATION FACTORS

Water Loss Percentage (WL) 0.1403
Plant Use Percentage (PU) 0.0712

Water Loss + Plant Use 0.2114
Total System Inch-Miles (TSIM) 7,146.0
Joint Use Inch-Miles (JUIM) 678.4
Water Sold to Wholesale Customers (WWS) 430,643
Total Water Sold (TWS) 2,530,276

Production Multiplier (PM) =1/ (1 - [WL + PU])

Joint Use Pipeline Ratio (JUPR) = JUIM / TSIM

Joint Share of Water Loss (JSWL) = WL x JUPR

Joint Share Water Loss + Plant Use = JSWL + PU

Wholesale Production Multiplier (WPM) =1/ (1 - [JSWL + PU])
Use Factor = WWS / TWS

Production Allocation Factor = (WPM/PM) x (WWS/TWS)

Pipeline Transmission Factor = JUPR x (WWS/TWS)
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TABLE G.1

WHOLESALE RATE COMPUTATION

Water Utility PSC Percent | Proforma Proforma [ Allocation| Wholesale Retail
Expense Accounts Report Expense Factor Expense Expense

Salarie & Wages-Employee | 4,415,847 5,374,782

Supply & Treatment 1,175,243 26.61% 1,430,456 0.0000 0] 1,430,456

Trans. & Dist. 1,767,477 40.03% 2,151,298 0.0162 34,758 2,116,540

Customer Accts. 1,012,978 22.94% 1,232,954 0.0000 0] 1,232,954

Admin. & General 460,149 10.42% 560,074 0.0162 9,049 551,025
Salaries & Wages-Officers 29,964 29,964

Admin. & General 29,964 100.00% 29,964 0.0162 484 29,480
Empl. Pension and Benefit 2,391,618 2,629,080

Supply & Treatment 586,744 24.53% 645,001 0.0000 0 645,001

Trans. & Dist. 925,448 38.70% 1,017,335 0.0162 16,437 1,000,898

Customer Accts. 573,669 23.99% 630,628 0.0000 0 630,628

Admin. & General 305,757 12.78% 336,115 0.0162 5,430 330,685
Purchased Water 989,113 1,019,200

Supply & Treatment 989,113 100.00% 1,019,200 1.0000] 1,019,200 0
Purchased Power 981,788 981,788

Supply & Treatment 683,982 69.67% 683,982 0.0000 0 683,982

Trans. & Dist. 282,747 28.80% 282,747 0.0162 4,568 278,179

Customer Accts. 8,400 0.86% 8,400 0.0000 0 8,400

Admin. & General 6,659 0.68% 6,659 0.1702 1,133 5,526
Chemicals 678,241 855,333

Supply & Treatment 678,241 100.00% 855,333 0.0000 0 855,333
Materials and Supplies 375,398 375,398

Supply & Treatment 164,400 43.79% 164,400 0.0000 0 164,400

Trans. & Dist. 174,675 46.53% 174,675 0.0162 2,822 171,853

Customer Accts. 29,164 7.77% 29,164 0.0000 0 29,164

Admin. & General 7,159 1.91% 7,159 0.0162 116 7,043
Contractual Services-Acct. 48,528 48,528

Admin. & General 48,528| 100.00% 48,528 0.0162 784 47,744
Contractual Services-Legal 62,318 62,318

Admin. & General 62,318 100.00% 62,318 0.0162 1,007 61,311
Contractual Services-Other 515,746 553,246

Supply & Treatment 101,657 19.71% 109,049 0.0000 0 109,049

Trans. & Dist. 256,910 49.81% 275,590 0.0162 4,453 271,137

Customer Accts. 130,629| 25.33% 140,127 0.0000 0 140,127

Admin. & General 26,550 5.15% 28,480 0.0162 460 28,020
Rental of Equipment 15,838 15,838

Admin. & General 15,838| 100.00% 15,838 0.0162 256 15,582
Transportation Expenses 294,401 294,401

Supply & Treatment 27,026 9.18% 27,026 0.0000 0 27,026

Trans. & Dist. 218,823| 74.33% 218,823 0.0162 3,535 215,288

Customer Accts. 45,519 15.46% 45,519 0.0000 0 45,519

Admin. & General 3,033 1.03% 3,033 0.1702 516 2,517
Insurance 152,958 152,958

Supply & Treatment 14,826 9.69% 14,826 0.0000 0 14,826

Trans. & Dist. 37,275 24.37% 37,275 0.0162 602 36,673

Customer Accts. 11,279 7.37% 11,279 0.0000 0 11,279

Admin. & General 89,578 58.56% 89,578 0.0162 1,447 88,131
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TABLE G.1

WHOLESALE RATE COMPUTATION (cont'd)

Water Utility PSC P Proforma | Allocation | Wholesale Retail
Expense Accounts Report ercent | Proforma | g,,0nse | Factor | Expense | Expense

Advertising Expenses 4,396 4,396

Admin. & General 4,396| 100.00% 4,396 0.0162 71 4,325
Bad Debt 74,476 74,476

Customer Accts. 74,476| 100.00% 74,476 0.0000 0 74,476
Miscellaneous Expenses 401,332 401,332

Supply & Treatment 40,645 10.13% 40,645 0.0000 0 40,645

Trans. & Dist. 97,843 24.38% 97,843 0.0162 1,581 96,262

Customer Accts. 226,651 56.47% 226,651 0.0000 0 226,651

Admin. & General 36,193 9.02% 36,193 0.1702 6,160 30,033

Total Operating Expense |11,431,962 12,873,038| 12,873,038 1,114,870 11,758,168
Depreciation Expense

Supply & Treatment 718,829 0.0000 0 718,829

Trans. & Dist. 1,342,855 0.0162 21,696 1,321,159

Storage Tanks 278,673 0.1702 47,429 231,244

Admin. & General 317,259 0.0162 5,126 312,133

Customer Accts. 267,429 0.0000 0 267,429
Taxes Other Than Income & Acq. Adjust.

Customer Accts. 361,036 0.0000 0 361,036
Debt Service & Coverage

Supply & Treatment 430,198 0.0000 0 430,198

Trans. & Dist. 1,072,162 0.0162 17,323 1,054,840

Storage Tanks 217,701 0.1702 37,052 180,649

Admin. & General 190,614 0.0162 3,080 187,534

Customer Accts. 205,074 0.0000 0 205,074
TOTAL REVENUE REQUIRED 18,274,867 1,246,575 17,028,292

Wholesale Gallons Sold (1,000 Gal.) 430,643
WHOLESALE RATE PER 1,000 GALLONS $2.89
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Wholesale Gallons Sold, Test Year
Average Useage Test Year
CUIrent USBAQGE ...,

TABLE G.2
REALLOCATION OF WHOLESALE EXPENSE TO RETAIL

430,643,000 gallons

1,179,844 gal/day
400,000 gal/day

Percent Reduction Wholesale Use ...........cccoocviiiiiieeennnnns 33.90%
. . Adjusted Adjusted
Water Utility Proforma | Allocation Reduction | Wholesale Retail
Expense Accounts Expense Factor
Expense Expense

Salarie & Wages-Employee

Supply & Treatment 1,430,456 0.0000 33.90% 0 1,430,456

Trans. & Dist. 2,151,298 0.0162 33.90% 11,784 2,139,514

Customer Accts. 1,232,954 0.0000 33.90% 0| 1,232,954

Admin. & General 560,074 0.0162 33.90% 3,068 557,006
Salaries & Wages-Officers

Admin. & General 29,964 0.0162 33.90% 164 29,800
Empl. Pension and Benefit

Supply & Treatment 645,001 0.0000 33.90% 0 645,001

Trans. & Dist. 1,017,335 0.0162 33.90% 5,573 1,011,763

Customer Accts. 630,628 0.0000 33.90% 0 630,628

Admin. & General 336,115 0.0162 33.90% 1,841 334,274
Purchased Water

Supply & Treatment 1,019,200 1.0000 33.90% 345,537 673,663
Purchased Power

Supply & Treatment 683,982 0.0000 33.90% 0 683,982

Trans. & Dist. 282,747 0.0162 33.90% 1,549 281,198

Customer Accts. 8,400 0.0000 33.90% 0 8,400

Admin. & General 6,659 0.1702 33.90% 384 6,275
Chemicals

Supply & Treatment 855,333 0.0000 33.90% 0 855,333
Materials and Supplies

Supply & Treatment 164,400 0.0000 33.90% 0 164,400

Trans. & Dist. 174,675 0.0162 33.90% 957 173,718

Customer Accts. 29,164 0.0000 33.90% 0 29,164

Admin. & General 7,159 0.0162 33.90% 39 7,120
Contractual Services-Acct.

Admin. & General 48,528 0.0162 33.90% 266 48,262
Contractual Services-Legal

Admin. & General 62,318 0.0162 33.90% 341 61,977
Contractual Services-Other

Supply & Treatment 109,049 0.0000 33.90% 0 109,049

Trans. & Dist. 275,590 0.0162 33.90% 1,510 274,080

Customer Accts. 140,127 0.0000 33.90% 0 140,127

Admin. & General 28,480 0.0162 33.90% 156 28,324
Rental of Equipment

Admin. & General 15,838 0.0162 33.90% 87 15,751
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TABLE G.2

WHOLESALE RATE COMPUTATION (cont'd)

. . Adjusted Adjusted
Water Utility Proforma | Allocation Reduction | Wholesale Retail
Expense Accounts Expense Factor
Expense Expense

Transportation Expenses

Supply & Treatment 27,026 0.0000 33.90% 0 27,026

Trans. & Dist. 218,823 0.0162 33.90% 1,199 217,624

Customer Accts. 45,519 0.0000 33.90% 0 45,519

Admin. & General 3,033 0.1702 33.90% 175 2,858
Insurance

Supply & Treatment 14,826 0.0000 33.90% 0 14,826

Trans. & Dist. 37,275 0.0162 33.90% 204 37,071

Customer Accts. 11,279 0.0000 33.90% 0 11,279

Admin. & General 89,578 0.0162 33.90% 491 89,087
Advertising Expenses

Admin. & General 4,396 0.0162 33.90% 24 4,372
Bad Debt

Customer Accts. 74,476 0.0000 33.90% 0 74,476
Miscellaneous Expenses

Supply & Treatment 40,645 0.0000 33.90% 0 40,645

Trans. & Dist. 97,843 0.0162 33.90% 536 97,307

Customer Accts. 226,651 0.0000 33.90% 0 226,651

Admin. & General 36,193 0.1702 33.90% 2,088 34,105

Total Operating Expense 12,873,038 377,972 12,495,066

Depreciation Expense

Supply & Treatment 718,829 0.0000 33.90% 0 718,829

Trans. & Dist. 1,342,855 0.0162 33.90% 7,356| 1,335,499

Storage Tanks 278,673 0.1702 33.90% 16,080 262,593

Admin. & General 317,259 0.0162 33.90% 1,738 315,522

Customer Accts. 267,429 0.0000 33.90% 0 267,429
Taxes Other Than Income & Acq. Adjust.

Customer Accts. 361,036 0.0000 33.90% 0 361,036
Debt Service & Coverage

Supply & Treatment 430,198 0.0000 33.90% 0 430,198

Trans. & Dist. 1,072,162 0.0162 33.90% 5,873 1,066,289

Storage Tanks 217,701 0.1702 33.90% 12,562 205,139

Admin. & General 190,614 0.0162 33.90% 1,044 189,569

Customer Accts. 205,074 0.0000 33.90% 0 205,074
TOTAL REVENUE REQUIRED 18,274,867 422,624 17,852,244
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TABLEH
ALLOCATION OF OPERATION & MAINTENANCE EXPENSE - RETAIL

Expense E)'(I'poetie Commodity [ Demand Customer AC\SeTnI:Ea?
Operation & Maintenance (O&M)
Salaries and Wages-Employees 5,359,930 3,569,970| 1,232,954 557,006
Salaries and Wages-Officers 29,800 29,800
Employee Pensions and Benefits 2,621,666 1,656,764 630,628 334,274
Purchased Water 673,663 673,663
Purchased Power 979,855 683,982 281,198 8,400 6,275
Chemicals 855,333 855,333
Materials and Supplies 374,402 164,400 173,718 29,164 7,120
Contractual Services-Acct. 48,262 48,262
Contractual Services-Legal 61,977 61,977
Contractual Services-Other 551,580 109,049 274,080 140,127 28,324
Rental of Equipment 15,751 15,751
Transportation Expenses 293,027 27,026 217,624 45,519 2,858
Insurance 152,263 14,826 37,071 11,279 89,087
Advertising Expenses 4,372 4,372
Bad Debt 74,476 74,476
Miscellaneous Expenses 398,708 40,645 97,307 226,651 34,105
Depreciation Expense 2,899,871 2,316,921 315,522 267,429
Taxes Other Than Income 361,036 361,036
TOTALS 15,755,973] 2,568,923| 8,624,654| 2,714,720 1,847,676
less Admin. & General 1,847,676
Total w/o Admin. & General 13,908,297
Percentages w/o Admin. & General 100% 18% 62% 20%
Allocation of Admin. & General 1,847,676 341,274 1,145,760 360,642
Total O&M Expense Allocations 15,755,973] 2,910,197 9,770,414| 3,075,362
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TABLE |

SUMMARY OF ALLOCATIONS - RETAIL

Description EI;;ils,e Commodity | Demand Customer

Operation & Maintenance (O&M) Expenses 15,755,973] 2,910,197 9,770,414 3,075,362
Debt Service & Coverage 2,096,271 189,569| 1,701,627 205,074
Total Expenses - Retail 17,852,244 3,099,767 11,472,041 3,280,436
Less

Miscellaneous Service Revenues 494,895 494,895

Other Water Revenues 295,136 295,136

Interest Income 292,443 292,443

Non-Utility Income 204,947 204,947
Revenue Required from Retail Sales 16,564,823| 2,307,241 11,472,041 2,785,541
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Table J

UNITS OF SERVICE
Adjustment for Minimum Bill Usage:
Meter Min. Bill No. of Allowed Used Not Used Not Used By Block
Size (1,000 Gal.)| Min. Bills [(1,000 Gal.)|(1,000 Gal.)| (1,000 Gal.) 0to 2 2 to 500
5/8"x3/4" 2.0 123,975 247,950 128,157 119,793 119,793 0
1" 5.0 3,752 18,760 6,183 12,577 1,294 11,283
1-1/2" 10 873 8,730 2,868 5,862 251 5,612
2" 20 1,417 28,340 8,712 19,628 243 19,384
3" 30 208 6,240 2,324 3,916 12 3,904
4" 50 68 3,400 1,111 2,290 5 2,285
6" 100 19 1,900 755 1,145 0 1,145
8" 150 12 1,800 993 807 0 807
Totals 367 130,324 317,120 151,102 166,018 121,598 44,420
Water Usage By Block
Usage Annual Adjusment | Adjusted
Block Sales for Min. Sales
(1,000 Gal.) [ (1,000 Gal.)| (1,000 Gal.)| (1,000 Gal.)
Oto2 585,494 121,598 707,092
2 t0 500 1,112,071 44,420 1,156,491
Over 500 401,590 0 401,590
Totals 2,099,155 166,018 2,265,173
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TABLE K
CALCULATION OF RETAIL WATER RATES

Total First Next Over
o 2,000 498,000 | 500,000

Adjusted Commodity Sales (1,000 gal) 2,265,173 707,092 | 1,156,491 401,590
Commaodity Percentages 100.0% 31.2% 51.1% 17.7%
Demand Weighting Factor 2.50 2.10 1.00
Demand Weighted Sales (1,000 gal) 4597951 | 1,767,730 | 2,428,631 401,590
Demand Percentages 100.0% 38.4% 52.8% 8.7%
Commodity Costs $2,307,241 $720,224| $1,177,969| $409,048
Demand Costs $11,472,041] $4,410,545| $6,059,515| $1,001,981

Total Costs $13,779,281| $5,130,768| $7,237,484( $1,411,029
No. of Gallons Sold (1,000 Gal.) 707,092 | 1,156,491 401,590
Calculated Billing Rates (per 1,000 Gal.) $7.26 $6.26 $3.51
Proposed Billing Rate $7.11 $6.13 $3.44

(adjusted per Billing Analysis to result in required revenue)

Calculation of Customer Charges:

Customer

_ Costs
Customer Allocation of Costs $2,785,541
No. of Bills 354,898
Unit Cost of Service $7.84 |
Revenue Required from Wholesales........ $422.624
Revenue Required from Retail Sales........ 16,564,823
Revenue Required from Sales ................. $16,987,446
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5/8" x 3/4" Meter
First 2,000
Next 498,000
Over 500,000

1" Meters
First
Next
Over

5,000
495,000
500,000

1-1/2" Meters
First 10,000
Next 490,000
Over 500,000

2" Meters
First
Next
Over

20,000
480,000
500,000

3" Meters
First
Next
Over

30,000
470,000
500,000

4" Meters
First
Next
Over

50,000
450,000
500,000

6" Meters
First
Next
Over

100,000
400,000
500,000

8" Meters
First
Next
Over

150,000
350,000
500,000

Table L
Current and Proposed Rates

Current Proposed

Rates Rates
gallons $18.54 $22.06
gallons 517 6.13
gallons 2.92 3.44
gallons $34.05 $43.39
gallons 517 6.13
gallons 2.92 3.44
gallons $59.90 $78.94
gallons 517 6.13
gallons 2.92 3.44
gallons $111.60  $150.04
gallons 5.17 6.13
gallons 2.92 3.44
gallons $163.30  $221.14
gallons 5.17 6.13
gallons 2.92 3.44
gallons $266.70  $363.34
gallons 5.17 6.13
gallons 2.92 3.44
gallons $525.20 $718.84
gallons 5.17 6.13
gallons 2.92 3.44
gallons $783.70 $1,074.34
gallons 517 6.13
gallons 2.92 3.44
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Minimum Bill
per 1,000 gallons
per 1,000 gallons

Minimum Bill
per 1,000 gallons
per 1,000 gallons

Minimum Bill
per 1,000 gallons
per 1,000 gallons

Minimum Bill
per 1,000 gallons
per 1,000 gallons

Minimum Bill
per 1,000 gallons
per 1,000 gallons

Minimum Bill
per 1,000 gallons
per 1,000 gallons

Minimum Bill
per 1,000 gallons
per 1,000 gallons

Minimum Bill
per 1,000 gallons
per 1,000 gallons



10" Meters
First 250,000
Next 250,000
Over 500,000

12" Meters
First 400,000
Next 100,000
Over 500,000

Wholesale Rates
All Water Sold

Table L (cont'd)
Current and Proposed Rates

Current Proposed
Rates Rates

gallons  $1,300.70 $1,785.34
gallons 517 6.13
gallons 2.92 3.44
gallons  $2,076.20 $2,851.84
gallons 517 6.13
gallons 2.92 3.44
$2.20 $2.89
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Table M

COMPARISION OF EXISTING AND PROPOSED BILLS

Gallons Existin Proposed

per Month Bill ° IFBJiII Change | Percentage
2,000 $18.54 $22.06 3.52 18.98%
4,000 28.88 34.32 5.44 18.83%
6,000 39.22 46.58 7.36 18.76%
10,000 59.90 71.10 11.20 18.70%
30,000 163.30 193.70 30.40 18.62%
60,000 318.40 377.60 59.20 18.59%
100,000 525.20 622.80 97.60 18.58%
500,000 2,593.20 3,074.80 481.60 18.57%
1,000,000 4,053.20 4,794.80 741.60 18.30%
5,000,000 15,733.20 18,554.80 2,821.60 17.93%
10,000,000 30,333.20 35,754.80 5,421.60 17.87%
25,000,000 74,133.20 87,354.80 13,221.60 17.83%
50,000,000 147,133.20 173,354.80 26,221.60 17.82%
84,000,000 246,413.20 290,314.80 43,901.60 17.82%
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HCWD?2 - Billing Analysis

Current Rates and Water Usage Test Year 2022
5/8" x 3/4" CONNECTION
Water Use Number | Total Usage First Next Next
(Gal.) Bills (M Gal.) 2,000 498,000 500,000
First 2,000 123,975 | 128,156.8 | 128,156.8
Next 498,000 218,277 | 1,105,346.3 | 436,554.0 | 668,792.3
Over 500,000 0.0 0.0 0.0
TOTALS 342,252 | 1,233,503.1 | 564,710.8 | 668,792.3 0.0
REVENUE TABLE
Water Use No. Bills M Gallons Existing Rates Revenue
First 2,000 gallons 342,252 564,710.8 $18.54  Min. Bill $6,345,352
Next 498,000 gallons 668,792.3 5.17 per M Gal. 3,457,656
Over 500,000 gallons 0.0 2.92 per M Gal. 0
5/8" x 3/4" CONNECTION ANNUAL REVENUE $9,803,008
1" CONNECTION
Water Use Number | Total Usage First Next Next
(Gal.) Bills (M Gal.) 5,000 495,000 500,000
First 5,000 3,752 6,182.9 6,182.9
Next 495,000 2,769 60,691.2 13,845.0 46,846.2
Over 500,000 0 0.0 0.0 0.0 0.0
TOTALS 6,521 66,874.1 20,027.9 46,846.2 0.0
REVENUE TABLE
Water Use No. Bills M Gallons Existing Rates Revenue
First 5,000 gallons 6,521| 20,027.9 $34.05 Min. Bill $222,040
Next 495,000 gallons 46,846.2 5.17 per M Gal. 242,195
Over 500,000 gallons 0.0 2.92 per M Gal. 0
1" CONNECTION ANNUAL REVENUE $464,235
1-1/2" CONNECTION
Water Use Number | Total Usage First Next Next
(Gal.) Bills (M Gal.) 10,000 490,000 500,000
First 10,000 873 2,867.8 2,867.8
Next 490,000 904 44,848.1 9,040.0 35,808.1
Over 500,000 5 3,038.5 50.0 2,450.0 538.5
TOTALS 1,782 50,754.4 11,957.8 38,258.1 538.5
REVENUE TABLE
Water Use No. Bills M Gallons Existing Rates Revenue
First 10,000 gallons 1,782 11,957.8 $59.90 Min. Bill $106,742
Next 490,000 gallons 38,258.1 517 per M Gal. 197,794
Over 500,000 gallons 538.5 2.92 per M Gal. 1,572
1-1/2" CONNECTION ANNUAL REVENUE $306,109
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HCWD?2 - Billing Analysis

Current Rates and Water Usage Test Year 2022
2" CONNECTION
Water Use Number | Total Usage First Next Next
(Gal.) Bills (M Gal.) 20,000 480,000 500,000
First 20,000 1,417 8,712.2 8,712.2
Next 480,000 1,831 | 180,112.0 36,620.0 | 143,492.0
Over 500,000 49 41,443.0 980.0 23,520.0 16,943.0
TOTALS 3,297 | 230,267.2 46,312.2 | 167,012.0 16,943.0
REVENUE TABLE
Water Use No. Bills M Gallons Existing Rates Revenue
First 20,000 gallons 3,297 46,312.2 $111.60 Min. Bill $367,945
Next 480,000 gallons 167,012.0 517 per M Gal. 863,452
Over 500,000 gallons 16,943.0 2.92 per M Gal. 49,474
2" CONNECTION ANNUAL REVENUE $1,280,871
3" CONNECTION
Water Use Number | Total Usage First Next Next
(Gal.) Bills (M Gal.) 30,000 470,000 500,000
First 30,000 208 2,324.2 2,324.2
Next 470,000 455 67,523.2 13,650.0 53,873.2
Over 500,000 50 58,713.4 1,500.0 23,500.0 33,713.4
TOTALS 713 | 128,560.8 17,474.2 77,373.2 33,7134
REVENUE TABLE
Water Use No. Bills M Gallons Existing Rates Revenue
First 30,000 gallons 713| 17,474.2 $163.30  Min. Bill $116,433
Next 470,000 gallons 77,373.2 517 per M Gal. 400,019
Over 500,000 gallons 33,713.4 2.92 per M Gal. 98,443
3" CONNECTION ANNUAL REVENUE $614,895
4" CONNECTION
Water Use Number | Total Usage First Next Next
(Gal.) Bills (M Gal.) 50,000 450,000 500,000
First 50,000 68 1,110.5 1,110.5
Next 450,000 95 21,497.2 4,750.0 16,747.2
Over 500,000 58 79,720.0 2,900.0 26,100.0 50,720.0
TOTALS 221 | 102,327.7 8,760.5 42,847.2 50,720.0
REVENUE TABLE
Water Use No. Bills M Gallons Existing Rates Revenue
First 50,000 gallons 221 8,760.5 $266.70  Min. Bill $58,941
Next 450,000 gallons 42,847.2 517 per M Gal. 221,520
Over 500,000 gallons 50,720.0 2.92 per M Gal. 148,102
4" CONNECTION ANNUAL REVENUE $428,563
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HCWD?2 - Billing Analysis

Current Rates and Water Usage Test Year 2022
6" CONNECTION
Water Use Number | Total Usage First Next Next
(Gal.) Bills (M Gal.) 100,000 400,000 500,000
First 100,000 19 754.7 754.7
Next 400,000 5 1,997.0 500.0 1,497.0
Over 500,000 76 | 283,123.3 7,600.0 30,400.0 | 245,123.3
TOTALS 100 | 285,875.0 8,854.7 31,897.0 | 245,123.3
REVENUE TABLE
Water Use No. Bills M Gallons Existing Rates Revenue
First 100,000 gallons 100 8,854.7 $525.20  Min. Bill $52,520
Next 400,000 gallons 31,897.0 517 per M Gal. 164,907
Over 500,000 gallons 245,123.3 2.92 per M Gal. 715,760
6" CONNECTION ANNUAL REVENUE $933,188
8" CONNECTION
Water Use Number | Total Usage First Next Next
(Gal.) Bills (M Gal.) 150,000 350,000 500,000
First 150,000 12 993.0 993.0
Next 350,000 0.0 0.0
Over 500,000 0.0 0.0 0.0
TOTALS 12 993.0 993.0 0.0 0.0
REVENUE TABLE
Water Use No. Bills M Gallons Existing Rates Revenue
First 150,000 gallons 12 993.0 $783.70  Min. Bill $9,404
Next 350,000 gallons 0.0 5.17 per M Gal. 0
Over 500,000 gallons 0.0 2.92 per M Gal. 0
8" CONNECTION ANNUAL REVENUE $9,404
10" CONNECTION
Water Use Number | Total Usage First Next Next
(Gal.) Bills (M Gal.) 250,000 250,000 500,000
First 250,000 0.0
Next 250,000 0.0 0.0
Over 500,000 0.0 0.0 0.0
TOTALS 0 0.0 0.0 0.0 0.0
REVENUE TABLE
Water Use No. Bills M Gallons Existing Rates Revenue
First 250,000 gallons 0 0.0 | $1,300.70 Min. Bill $0
Next 250,000 gallons 0.0 5.17 per M Gal. 0
Over 500,000 gallons 0.0 292 per M Gal. 0
10" CONNECTION ANNUAL REVENUE $0
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HCWD?2 - Billing Analysis

Current Rates and Water Usage Test Year 2022
12" CONNECTION
Water Use Number | Total Usage First Next Next
(Gal.) Bills (M Gal.) 400,000 100,000 500,000
First 400,000 0.0
Next 100,000 0.0 0.0
Over 500,000 0.0 0.0 0.0
TOTALS 0.0 0.0 0.0 0.0
REVENUE TABLE
Water Use No. Bills M Gallons Existing Rates Revenue
First 400,000 gallons 0 0.0 | $2,076.20 Min. Bill $0
Next 100,000 gallons 0.0 5.17 per M Gal. 0
Over 500,000 gallons 0.0 2.92 per M Gal. 0
12" CONNECTION ANNUAL REVENUE $0
WHOLESALE CUSTOMERS REVENUE TABLE
o Water Use | Exist. Rate
Water Utility (M Gallons)| ($/M Gal.) Revenue
Hardin County Water District No. 1 430,643.0 $2.20 $947,415
LaRue County Water District 0.0 2.20 0
0
ANNUAL REVENUE 430,643.0 $947,415
Billing Analysis Projected Revenue From Water Sales .............ccccoeuenene. $14,787,688
Water Sales Reported in PSC Annual Report...........ccooviiiiiiiiiiiiiiiiiiiians $14,685,398
DiIffErENCe ....ccvee e ————— $102,290
oY o1 o1 = o] 0.70%
Total Water Use in Billing Analysis (M Gallons).........cccccoiiiiiiiencmnnnnnccccceeeenn 2,529,798
Total Water Used in PSC Annual Report (M Gallons)........cccccoiiiiiiicicennnnnnn. 2,530,276
Differ@nce ... —————— -478
=Y o1 o1 Y o] -0.02%
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HCWD?2 - Billing Analysis

Proposed Rates with Test Year Retail Usage & Wholesale Usage Reduced

5/8" x 3/4" CONNECTION

Water Use Number | Total Usage First Next Next
(Gal.) Bills (M Gal.) 2,000 498,000 500,000
First 2,000 123,975 | 128,156.8 | 128,156.8
Next 498,000 218,277 | 1,105,346.3 | 436,554.0 | 668,792.3
Over 500,000 0.0 0.0 0.0
TOTALS 342,252 | 1,233,503.1 | 564,710.8 | 668,792.3 0.0
REVENUE TABLE
Water Use No. Bills M Gallons Proposed Rates Revenue
First 2,000 gallons 342,252 564,710.8 $22.06  Min. Bill $7,549,686
Next 498,000 gallons 668,792.3 $6.13 per M Gal. 4,099,697
Over 500,000 gallons 0.0 $3.44 per M Gal. 0
5/8" x 3/4" CONNECTION ANNUAL REVENUE $11,649,382
1" CONNECTION
Water Use Number | Total Usage First Next Next
(Gal.) Bills (M Gal.) 5,000 495,000 500,000
First 5,000 3,752 6,182.9 6,182.9
Next 495,000 2,769 60,691.2 13,845.0 46,846.2
Over 500,000 0 0.0 0.0 0.0 0.0
TOTALS 6,521 66,874.1 20,027.9 46,846.2 0.0
REVENUE TABLE
Water Use No. Bills M Gallons Proposed Rates Revenue
First 5,000 gallons 6,521 20,027.9 $43.39  Min. Bill $282,939
Next 495,000 gallons 46,846.2 6.13 per M Gal. 287,167
Over 500,000 gallons 0.0 3.44 per M Gal. 0
1" CONNECTION ANNUAL REVENUE $570,106
1-1/2" CONNECTION
Water Use Number | Total Usage First Next Next
(Gal.) Bills (M Gal.) 10,000 490,000 500,000
First 10,000 873 2,867.8 2,867.8
Next 490,000 904 44,848.1 9,040.0 35,808.1
Over 500,000 5 3,038.5 50.0 2,450.0 538.5
TOTALS 1,782 50,754.4 11,957.8 38,258.1 538.5
REVENUE TABLE
Water Use No. Bills M Gallons Proposed Rates Revenue
First 10,000 gallons 1,782 11,957.8 $78.94  Min. Bill $140,669
Next 490,000 gallons 38,258.1 6.13 per M Gal. 234,522
Over 500,000 gallons 538.5 3.44 per M Gal. 1,852
1-1/2" CONNECTION ANNUAL REVENUE $377,044
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HCWD?2 - Billing Analysis

Proposed Rates with Test Year Retail Usage & Wholesale Usage Reduced

2" CONNECTION

Water Use Number | Total Usage First Next Next
(Gal.) Bills (M Gal.) 20,000 480,000 500,000
First 20,000 1,417 8,712.2 8,712.2
Next 480,000 1,831 | 180,112.0 36,620.0 | 143,492.0
Over 500,000 49 41,443.0 980.0 23,520.0 16,943.0
TOTALS 3,297 | 230,267.2 46,312.2 | 167,012.0 16,943.0
REVENUE TABLE
Water Use No. Bills M Gallons Proposed Rates Revenue
First 20,000 gallons 3,297 46,312.2 $150.04 Min. Bill $494,678
Next 480,000 gallons 167,012.0 6.13 per M Gal. 1,023,784
Over 500,000 gallons 16,943.0 3.44 per M Gal. 58,284
2" CONNECTION ANNUAL REVENUE $1,576,746
3" CONNECTION
Water Use Number | Total Usage First Next Next
(Gal.) Bills (M Gal.) 30,000 470,000 500,000
First 30,000 208 2,324.2 2,324.2
Next 470,000 455 67,523.2 13,650.0 53,873.2
Over 500,000 50 58,713.4 1,500.0 23,500.0 33,713.4
TOTALS 713 | 128,560.8 17,474.2 77,373.2 33,713.4
REVENUE TABLE
Water Use No. Bills M Gallons Proposed Rates Revenue
First 30,000 gallons 713 17,474.2 $221.14 Min. Bill $157,672
Next 470,000 gallons 77,373.2 6.13 per M Gal. 474,298
Over 500,000 gallons 33,713.4 3.44 per M Gal. 115,974
3" CONNECTION ANNUAL REVENUE $747,944
4" CONNECTION
Water Use Number | Total Usage First Next Next
(Gal.) Bills (M Gal.) 50,000 450,000 500,000
First 50,000 68 1,110.5 1,110.5
Next 450,000 95 21,497.2 4,750.0 16,747.2
Over 500,000 58 79,720.0 2,900.0 26,100.0 50,720.0
TOTALS 221 | 102,327.7 8,760.5 42,847.2 50,720.0
REVENUE TABLE
Water Use No. Bills M Gallons Proposed Rates Revenue
First 50,000 gallons 221 8,760.5 $363.34 Min. Bill $80,298
Next 450,000 gallons 42.847.2 6.13 per M Gal. 262,653
Over 500,000 gallons 50,720.0 3.44 per M Gal. 174,477
4" CONNECTION ANNUAL REVENUE $517,428
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HCWD?2 - Billing Analysis

Proposed Rates with Test Year Retail Usage & Wholesale Usage Reduced

6" CONNECTION

Water Use Number | Total Usage First Next Next
(Gal.) Bills (M Gal.) 100,000 400,000 500,000
First 100,000 19 754.7 754.7
Next 400,000 5 1,997.0 500.0 1,497.0
Over 500,000 76 | 283,123.3 7,600.0 30,400.0 | 245,123.3
TOTALS 100 | 285,875.0 8,854.7 31,897.0 | 245,123.3
REVENUE TABLE
Water Use No. Bills M Gallons Proposed Rates Revenue
First 100,000 gallons 100 8,854.7 $718.84 Min. Bill $71,884
Next 400,000 gallons 31,897.0 6.13 per M Gal. 195,529
Over 500,000 gallons 245.123.3 3.44 per M Gal. 843,224
6" CONNECTION ANNUAL REVENUE $1,110,637
8" CONNECTION
Water Use Number | Total Usage First Next Next
(Gal.) Bills (M Gal.) 150,000 350,000 500,000
First 150,000 12 993.0 993.0
Next 350,000 0.0 0.0
Over 500,000 0.0 0.0 0.0
TOTALS 12 993.0 993.0 0.0 0.0
REVENUE TABLE
Water Use No. Bills M Gallons Proposed Rates Revenue
First 150,000 gallons 12 993.0 $1,074.34 Min. Bill $12,892
Next 350,000 gallons 0.0 6.13 per M Gal. 0
Over 500,000 gallons 0.0 3.44 per M Gal. 0
8" CONNECTION ANNUAL REVENUE $12,892
10" CONNECTION
Water Use Number | Total Usage First Next Next
(Gal.) Bills (M Gal.) 250,000 250,000 500,000
First 250,000 0.0
Next 250,000 0.0 0.0
Over 500,000 0.0 0.0 0.0
TOTALS 0 0.0 0.0 0.0 0.0
REVENUE TABLE
Water Use No. Bills M Gallons Proposed Rates Revenue
First 250,000 gallons 0 0.0 $1,785.34  Min. Bill $0
Next 250,000 gallons 0.0 6.13 per M Gal. 0
Over 500,000 gallons 0.0 3.44 per M Gal. 0
10" CONNECTION ANNUAL REVENUE $0
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HCWD?2 - Billing Analysis

Proposed Rates with Test Year Retail Usage & Wholesale Usage Reduced

12" CONNECTION

Water Use Number | Total Usage First Next Next
(Gal.) Bills (M Gal.) 400,000 100,000 500,000
First 400,000 0.0
Next 100,000 0.0 0.0
Over 500,000 0.0 0.0 0.0
TOTALS 0 0.0 0.0 0.0 0.0
REVENUE TABLE
Water Use No. Bills M Gallons Proposed Rates Revenue
First 400,000 gallons 0 0.0 $2,851.84 Min. Bill $0
Next 100,000 gallons 0.0 $6.13 per M Gal. 0
Over 500,000 gallons 0.0 $3.44 per M Gal. 0
12" CONNECTION ANNUAL REVENUE $0
WHOLESALE CUSTOMERS REVENUE TABLE
Water Utility (Vl\\/llaéear”g::) I?g/)l\‘; g:l? Revenue
Hardin County Water District No. 1 146,000.0 $2.89 $422 624
LaRue County Water District 0.0 2.89 0
0
ANNUAL REVENUE 146,000.0 $422,624
Billing Analysis Projected Revenue From Water Sales ............c.ccocvuvunens $16,984,802
Revenue Required from Water Sales .........ccccveemciiiiiiininicccc e $16,987,446
[ =Y (=Y o T = Y -$2,644
Percent Error ...t e -0.02%
Total Water Use in Billing Analysis (M Gallons).........cccceceemmriinniniinnneneeennnnnn, 2,245,155
Total Water Used in PSC Annual Report (M Gallons)..........ccccceeriiiiiccinnnnnnnnns 2,530,276
[ 1= =Y 0 [ < -285,121
Percent Error ... s -11.27%
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EXHIBIT 9B



COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

ELECTRONIC APPLICATION OF )
HARDIN COUNTY WATER ) CASE NO. 2023-00247
DISTRICT NO. 2 FOR AGENERAL )
ADJUSTMENT OF RATES )

WRITTEN TESTIMONY OF
MICHAEL SHAUN YOURAVICH
GENERAL MANAGER

HARDIN COUNTY WATER DISTRICT NO. 2

Filed: September 29, 2023
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Please state your name, position, and business address.

My full name is Michael Shaun Youravich, but everyone calls me Shaun
instead of Michael. | am the General Manager of Hardin County Water
District No. 2 (the “District”). My business address is the District’s
address: P.O. Box 970, 1951 W. Park Road, Elizabethtown, Kentucky
42702,

How long have you been the General Manager of the District?

Since 2020, but | have worked continuously for the District since January
1992,

What are some of the positions which you have held during your
tenure at the District?

| served as Water Treatment Operator, Water Treatment Plant Manager,
and Operations Manager before | became the General Manager.

Please describe your educational and professional background.

| earned a bachelor’s degree from Western Kentucky University. | have
been very active with the Kentucky Water Operators Association and have
served as President of the Association. | have also been active with the
KY/TN Section of the American Water Works Association (the
“AWWA”). Since November 2022, | have served on the Board of the

Kentucky Infrastructure Authority as a representative of the KY/TN

-1-
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Section of AWWA. | have prepared a statement of my professional history
and education, which is attached as Appendix A to this testimony.

What are your primary duties as General Manager of the District?

| serve as the chief executive officer of the District. | report directly to the
District’s Board of Commissioners. My primary role is to execute the
policies adopted by the Board and to direct the operations of the
District. Fortunately, | have an excellent management team in place to
assist me, and the District has excellent employees.

Does the District have a Job Description for the General Manager’s
position?

Yes. Itis attached as Appendix B to this testimony.

Approximately how many employees does the District have?

The District has eighty-six (86) employees, which includes the five (5)
Commissioners,

Who has the responsibility for hiring and firing the District’s
employees?

As prescribed by KRS 74.040, the Board hires the General Manager, and
the General Manager is responsible for hiring and firing all other
employees. Thus, the “buck stops with me” with respect to hiring and

firing.
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Purpose of Testimony
What is the purpose of your Written Testimony?
The primary purposes of my Written Testimony are: (1) to support the
District’s application for a general rate adjustment; (2) to explain the
District’s staff’s role in assisting Vaughn Williams, President of
Kenvirons, in performing his rate study and preparing the Water Rate
Analysis, which Vaughn Williams presented to the Board; (3) to explain
the method used by the District to separate the expenses it incurs in
operating its Sewer Division from its Water Division; and (4) to explain to
the Public Service Commission (the “PSC”) the difficulty that the District
has in recruiting and retaining its employees.

Assistance with Rate Study

Did you calculate the rates that the District is proposing to the PSC?
No. The proposed rates were determined and calculated by Vaughn
Williams, who is the President of Kenvirons.
What information did you provide or make available to Mr. Williams?
Mandy Isham, the District’s Financial Manager, and | worked closely with
Mr. Williams and provided him with all the financial, billing, and other

information requested by him. We also provided the District’s detailed
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Depreciation Schedule to Mr. Williams and answered numerous questions
about different assets and the District’s finances.

Did you provide any information to Mr. Williams concerning the past
and future purchases by the District’s wholesale customer?

Yes. The District sells water on a wholesale basis to Hardin County Water
District No. 1 (“District No. 1”). Over the past few years, District No. 1
has purchased water from the District on a daily basis while rehabilitating
two (2) of its water treatment plants. In calendar year 2021, it purchased
209,496,000 gallons. Then in 2022, it purchased over twice that much —
430,643,000 gallons. A few months ago, after both of District No. 1’s
water treatment plants were operating once again, Stephen Hogan, who is
District No. 1’s General Manager, informed me that District No. 1 would
not be purchasing nearly as much water as it did in 2022. For planning
purposes, | requested that Mr. Hogan determine the approximate number
of gallons that he planned to purchase each day, barring some
emergency. He agreed to give this some thought. Ultimately, he decided
that his “sweet spot” was to purchase 400,000 gallons per day, on average,

from the District on an ongoing basis.
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Has District No. 1 been purchasing this amount?

No. Over the past four (4) months, District No. 1 has purchased on average
476,000 gallons per day. Purchases by District No. 1 will include seasonal
changes over the course of a year with an expected annual purchase that
will average 400,000 gallons per day.

Did you think it was important to provide this information to Mr.
Williams?

Absolutely. Since District No. 1 was going to be purchasing considerably
less water from the District than it did in both 2021 and 2022, | wanted to
provide this information to Mr. Williams. Once he obtained this
information, Mr. Williams demonstrated to me the importance of this
information in calculating the proposed retail and wholesale rates for the
District. Then, Mr. Williams suggested that | get a letter from District No.
1 to document the amount of water it intends to purchase from the District
going forward.

Did you request this letter from District No. 1?

Yes. Mr. Hogan understood why the District would need this letter, and
he provided it to me. The letter from District No. 1 is attached as

Appendix C to this testimony.
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According to this letter, how many gallons of water per day did
District No. 1 estimate that it would purchase from the District?
400,000 gallons per day, on average.

Does the District have a written agreement with District No. 1
concerning the amount of water that District No. 1 is obligated to
purchase from the District?

No. A few years ago, when District No. 1 initially approached the District
about purchasing water, we discussed negotiating a contract. However,
District No. 1 did not wish to obligate itself to purchase a minimum volume
of water per day or per month from us. Since the District had considerable
reserve capacity at our water treatment plants to supply District No. 1’s
anticipated needs, we did not pursue this issue. Hence, no written
agreement was prepared, and there is no minimum amount of water that
District No. 1 is obligated to purchase from the District.

Did Mr. Williams base his Water Rate Analysis (the “Rate Study”) on
the assumption that District No. 1 will be purchasing 400,000 gallons
per day going forward?

Yes, if you look at the last page of the Rate Study, it assumes that District

No. 1 will purchase 146,000,000 gallons of water per year. This
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calculation is based upon District No. 1 purchasing 400,000 gallons per
day, multiplied by 365 days, which equals 146,000,000 gallons per year.
Have you reviewed the Rate Study prepared by Mr. Williams?
Yes. | believe the Rate Study is an Exhibit that will be filed with the
District’s PSC Application.
Have you reviewed the Cost of Service Study prepared by Mr.
Williams?
Yes. The Cost of Service Study is contained within the Rate Study.
Do you concur with the recommendations contained in the Rate
Study?
Yes. | believe the Rate Study is thorough, detailed, and accurate. | also
believe that Mr. Williams did an outstanding job in preparing the Rate
Study.

Board Action
Has the Board taken any action with respect to the proposed rates?
Yes. At the District’s regular monthly Board meeting held on July 18,
2023, it unanimously adopted Resolution No. 2023-07-01. This
Resolution approves the rates proposed by Mr. Williams in the Rate Study

and authorizes the Chairman to file an Application with the PSC for



10

11

12

13

14

15

16

17

18

19

authority to adjust the District’s rates according to the rate schedule shown
in Table L of the Rate Study.
Will the District be filing this Resolution with its rate Application to
the PSC?
Yes. The Resolution is an Exhibit to the PSC Application.

Customer Notifications
Have you published a notice of the proposed rates in the appropriate
newspapers?
Yes. On Wednesday, September 27, 2023, the Customer Notice was
published in Elizabethtown’s The News—Enterprise, which is the main
newspaper in Hardin County and in the District’s service area. Instructions
were given to the newspaper representative to publish the Customer Notice
again on Wednesday, October 4, 2023, and again on Wednesday, October
11, 2023. A copy of the Customer Notice is being filed as an Exhibit to
the District’s PSC Application.
Did you publish the Customer Notice in any other newspapers?
Yes. Since the District serves some customers in LaRue County and Hart
County, we published the same Customer Notice in the newspapers in each

of those counties.
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What are the names of those newspapers?

The LaRue County Herald-News and the Hart County News-Herald. The
Customer Notice was published in the LaRue County Herald-News on
Wednesday, September 27, 2023. Instructions were given to publish the
Customer Notice again on Wednesday, October 4, 2023, and Wednesday,
October 11, 2023. The Customer Notice was published in the Hart County
News-Herald on Thursday, September 28, 2023. Instructions were given
to publish the Customer Notice again on Thursday, October 5, 2023, and
on Thursday, October 12, 2023.

Has the District posted the Customer Notice in its office and on social
media as required by PSC regulations?

Yes. Pursuant to instructions from our attorney, the Customer Notice was
posted on the drive-up window, on the front door, and in the lobby of the
District’s office building. In addition, it is posted on the District’s website
and Facebook page.

How many wholesale customers does the District serve?

One (1). The District provides wholesale water service on a daily basis to

Hardin County Water District No. 1.
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Has this wholesale customer been notified of the proposed increase in
the District’s wholesale rate?
Yes. The District’s attorney prepared a special notice for our wholesale
customer. It is called the “Wholesale Customer Notice.” Pursuant to our
attorney’s instructions, a copy of the Wholesale Customer Notice was sent
via email on Monday, September 18, 2023, and also hand-delivered to the
General Manager of Hardin County Water District No. 1. A copy of the
Wholesale Customer Notice is being filed as an Exhibit to the District’s
PSC Application.

Allocation of Sewer Expenses
Does the District have any sewer customers?
Yes. On January 1, 2020, the District started providing wastewater
collection service for the community of Glendale in southern Hardin
County. Wastewater is collected from the customers in the Glendale
community and pumped via a force main line to the City of
Elizabethtown’s wastewater treatment plant located just a few miles north
of Glendale. Elizabethtown treats the District’s wastewater pursuant to a

contract with the District.

-10-
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How many sewer customers does the District serve?

As of December 31, 2022, which is the end of the Test Year, the District
served thirty-nine (39) sewer customers and 29,932 water customers. The
sewer customers comprise approximately one-tenth of one percent of the
District’s total customers.

Does the District have a Water Division and a Sewer Division?

Yes. From a financial standpoint, all water income and expenses are
accounted for separately from the sewer income and expenses. The Water
Division files a separate PSC Annual Report. Likewise, the Sewer
Division files a separate PSC Annual Report?

Does the Sewer Division have any employees or own any vehicles?
No. Since there are so few sewer customers, it is not economically feasible
for the Sewer Division to have any employees or own any vehicles.

Who operates the sewer system?

The District’s Water Division employees operate the Sewer Division. All
of the sewer customers are also water customers.

Does the Sewer Division reimburse the Water Division for the services
provided by the water employees?

Yes. Before the District started providing wastewater collection service,

we calculated the approximate amount of time that the water employees

-11-
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would spend operating the sewer system and the estimated vehicle
expense. We arrived at the sum of $24,000 per year or $2,000 per
month. The Water Division and the Sewer Division entered into an
Operating and Maintenance Agreement whereby the Water Division
would provide certain services for the Sewer Division. Since January
2020, the Sewer Division has been paying the Water Division $2,000 per
month for these services.
Are there any expenses which are paid directly by the Sewer Division?
Yes. Any expenses incurred by the Sewer Division—such as the treatment
cost charged by the City of Elizabethtown and the costs of electricity,
chemicals, materials, repairs, etc.—are billed by the providers to the Sewer
Division and paid by the Sewer Division. A separate monthly financial
report is prepared for the Sewer Division and reviewed by the Board.

Importance of Providing Health Insurance

to Recruit and Retain Employees

Why does the District provide health insurance for its employees and
their families at a very low cost to the employees?
There are several reasons, but the primary ones are: (1) to enhance the well-

being of our employees and their families; (2) to reduce absenteeism; (3)

-12-
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to make sure that the employees and their families are covered by health
insurance; and (4) to attract and retain high-quality workers.

Let’s start with the last reason that you mentioned. How does
providing full family health insurance coverage help the District
attract or recruit new employees and retain its current employees?

In a highly competitive job market like we have in Elizabethtown and
Hardin County, it is obvious. Most of the mid-size and larger employers
in our area offer health insurance for their employees and their
families. Many job-seekers will not even submit an application unless they
know that we will provide full family health insurance because they can
work elsewhere and obtain this important benefit. Also, some of our
valuable, long-time employees have remarked that if the District stopped
providing full family coverage, they would be forced to leave and seek
employment elsewhere.

Is the District a participant in the State Retirement System through
the County Employees Retirement System (the “CERS”)?

Yes.

-13-
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When you inform an applicant that the District participates in the
State Retirement System, doesn’t this interest them?

You must be kidding! It did ten (10) to fifteen (15) years ago, but it no
longer has any attraction whatsoever. Young persons could care less about
whether the District offers a retirement program. Older workers, who are
seeking employment and who ask about the District’s retirement plan,
would prefer to work for a private company which does not participate in
the State Retirement System. Because of the changes that have been made
to CERS in the past ten (10) years or so, the District’s participation in it is
probably a negative factor instead of a positive one.

Has the District considered increasing the wages of its employees, as
one of the former PSC Commissioners suggested that utilities do, to
enable the employees to pay considerably more towards the cost of
their health insurance?

No. I have attended several Water Management Training Seminars where
this has been discussed. If the District were to increase employee wages,
however, it would cost the District considerably more money and these
additional costs would ultimately be borne by the District’s
customers. Because the District is a participant in CERS, it would cost the

District $233.40 for every $1,000 wage increase of an employee because
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the employer’s contribution rate for 2023-2024 is 23.34% ($1,000 x .2334
= $233.40). In addition, an employee with a wage increase of $1,000
would be required to contribute an additional $60 to CERS because the
employee’s contribution rate is 6%.

Are there taxes and other costs that the District and its employees
would be required to pay if the District increased wages, but shifted
more of the health insurance cost to its employees?

Yes. Both the employee and the District would be required to contribute
7.65% of the higher wage amount for Social Security and Medicare. The
employee would also have to pay federal and state income taxes on the
higher wage amount.

Do the employee and the District have to pay these taxes and other
costs on the value of the health insurance which the District pays now?
No. This is the beauty of an employer paying a lower wage, but paying
nearly 100% of the cost of the health insurance for its employees. From
an employee’s viewpoint, the value of the health insurance premiums paid
by the employer are excluded from the employee’s taxable income and
from Social Security and Medicare taxes. Likewise, the employee does
not have to pay the CERS contribution rate on the value of the health

insurance premiums paid by the employer. From an employer’s
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viewpoint, the District does not have to pay the 23.34% CERS contribution
rate nor the 7.65% Social Security and Medicare tax rate on the value of
the health insurance benefits paid by the employer.

Have you prepared a spreadsheet or table to demonstrate the amount
an employee’s wages would need to increase to enable an employee to
pay 22% of the cost of the health insurance premium for single
coverage or 33% of the cost for a family plan, but still receive the same
“take-home” pay as the employee would if the District continued to
contribute the same percentage as it does now?

Yes. I used the same Bureau of Labor Statistics (the “BLS”) percentages
that the PSC has repeatedly used over the past few years in rate cases. The
PSC assumes that the employee should pay 22% and the employer 78% of
the cost of health insurance premiums for a single plan for rate-making
purposes. The PSC also assumes that an employee who is provided a
family health insurance plan by its employer should pay 33% of the cost
of the health insurance premium and the employer should pay 67% for

rate-making purposes.
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What other information or assumptions did you use to prepare your
comparative analysis?

Attached as Appendix D is the comparative analysis which | prepared with
the assistance of the District’s Finance Manager, Mandy Isham. We
analyzed four scenarios in total: Scenarios One and Two in Appendix D
assume that Employee A makes $22.00 per hour and works 2,080 hours
per year. Scenarios Three and Four in Appendix D assume that Employee
A earns $30.00 per hour and works 2,080 hours per year. The information
on page 1 and page 4 of Appendix D provides an overview of the assumed
monthly costs associated with the benefits offered to the District’s
employees, and the pages are identical except for the different wage rates.
Please describe Scenario One for the worker who earns $22.00 per
hour and has a single health insurance plan.

Scenario One—on page 2 of Appendix D—calculates the total amount
paid by the District for two employees: Employee A and Employee
B. Each of them is provided a single health insurance plan by the
District. On the left side of page 2, it shows Employee A’s net pay under
the District’s current plan where the District pays 98.4% of the cost of the
single health insurance plan and other benefits such as dental and vision

insurance. The net pay is $31,023.85 per year. It also shows the amount
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that Employee A pays and the amount that the District pays for each fringe
benefit and payroll taxes. It shows the total amount paid by the District
for wages and fringe benefits.

What does the right-hand side of Scenario One on page 2 show?

It calculates the amount that Employee B’s wages would need to increase
if the District were to reduce its contribution from 98.4% to 78% of the
single plan health insurance and reduce its contribution for vision and
dental insurance to the amount used by the PSC for rate-making
purposes. It also shows the District’s total cost (wages plus payroll taxes,
CERS contributions, and other fringe benefits).

How much will Employee B’s wages need to be increased in order for
Employee B to “take home” the same amount of money as Employee
A under Scenario One?

The hourly rate must be increased by $1.16 per hour or $2,412.80 per year.

Does the total amount paid annually by the District for Employee B
increase or decrease under Scenario One?

It increases from $68,628.66 to $69,746.01, which is an annual increase of
$1,117.34 despite the fact that the District is paying considerably less for
health, dental, and vision insurance for Employee B compared to

Employee A.
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Why is this?

The answer is simple. The District is paying 23.34% to CERS and 7.65%
to Social Security and Medicare for the higher wages being paid to
Employee B under Scenario One, which offsets Employee B’s additional
contributions toward fringe benefits.

Please summarize the difference in Scenario Two presented on page 3
of Appendix D.

Scenario Two takes the same Employee A as the first scenario and
Employee C, except now both Employee A and Employee C are each
provided a family health insurance plan instead of a single plan. In this
scenario, Employee C must be paid $2.74 more per hour than Employee A
in order for Employee C to “take home” the same net pay as Employee A.
How much more does the District have to pay for Employee C than it
does for Employee A under Scenario Two?

The amount increases from $76,620.66 to $79,268.96, which is an increase
of $2,648.30 each year, despite the fact that the District is paying
considerably less for health, dental, and vision insurance for Employee C

than for Employee A under Scenario Two.
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What is different about Scenarios Three and Four presented on pages
4 through 6 of Appendix D?

Employee A’s wage rate has increased from $22.00 to $30.00 per hour.
Are the results similar?

Yes.

Were you surprised by the outcome of this study?

No. The calculations confirmed what common sense was telling me. It is
more economical for a utility to pay 100% (or slightly less than 100% as
the District does) of the health insurance premiums for its employees and
a lower wage rate than it is to decrease the employer’s contribution for
health insurance to the BLS percentage (78% and 67%) and increase the
employee’s wage rate to offset the increased contributions required by the
employee.

Based upon your study and your experience as General Manager of
the District, which approach to paying health insurance premiums
and other fringe benefits best serves the District’s needs in being able
to recruit and retain its employees?

In my opinion, it is best for the District, its employees, and the District’s
customers to permit the District to continue to pay most of the health

insurance premiums for all health insurance plans: employee,
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employee/children, employee/spouse, and family. This is more beneficial
and economical than the proposal by a former PSC Commissioner to
increase an employee’s wages in an amount sufficient to enable the
employee to contribute 22% of the cost of a single health insurance plan
and 33% of the cost of a family health insurance plan. The District should
be able to fully recover the cost of providing health insurance benefits to
its employees through its rates. Providing all or almost all of the cost of
health insurance premiums for its employees is a necessity to recruit and
retain employees in today’s highly competitive job market.
Conclusion
Does this conclude your testimony?

Yes, it does.

[remainder of page intentionally left blank]
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VERIFICATION

COMMONWEALTH OF KENTUCKY )
) SS:
COUNTY OF HARDIN )

The undersigned, Michael Shaun Youravich, being duly sworn, deposes and
says he is the General Manager of Hardin County Water District No. 2, he has
personal knowledge of the matters set forth in the foregoing testimony, and the
answers contained therein are true and correct to the best of his information,

knowledge, and belief.

WMQ AR,

MACHAEL SHAUN Y URAVICH

Subscribed and%ym to before me, a Notary Public in and before said County

and State, this _&ﬁgy of September 2023. %

otary Public |
Notary Commission Number: éZ/V?o 7 {/ 7

My Commission Expires:

E-17- 37




Appendix A

MICHAEL SHAUN YOURAVICH

197 Spears Ln., Elizabethtown, KY 42701
270-268-1255
svouravich@hcwd2.org

WORK HISTORY

JANUARY 1992 TO CURRENT

GENERAL MANAGER, HARDIN COUNTY WATER DISTRICT NO. 2

Responsible for the daily operations of a water utility with over 30,400 customer connections
which included the operation of two water treatment plants and nearly 1000 miles of water
distribution mains.

Since the beginning of employment with HCWD2, | have worked as a Water Treatment Operator,

Water Treatment Plant Manager, and Operations Manager before the appointment of General
Manager in 2020.

EDUCATION

DECEMBER 2009
BACHELOR’S DEGREE- INTERDISCIPLINARY STUDIES

WESTERN KENTUCKY UNIVERSITY

CERTIFICATIONS

e |VA Kentucky Water Treatment Certification
e |VD Kentucky Water Distribution Certification

ASSOCIATIONS AND BOARDS

e KY/TN AWWA

o Served as Small Systems Committee Chair

o Served on the Board of Trustees as the KY District Trustee

o Water Utility Council Member
e Kentucky Water Operators Association

o Served as President of State Board

o Served as Vice-President of State Board

o Served as Water Representative of Central Chapter on State Board
e Kentucky Infrastructure Authority

o Appointed Board Member — November 2022 to Present
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JOB DESCRIPTION

Job Title: General Manager Date: January 2019

Immediate Supervisor: Chairman of the Board

Department: Administration

This is an executive position that reports directly to the Board of Commissioners (Board) and is
responsible for recommending and carrying out Board policies, directing District operations,
controlling District expenditures and overseeing all programs and activities of the District in
compliance with the Board and all governmental agencies’ rules and regulations. Provides direct
supervision to Operations, Business and Engineering functions of the District and ensures
implementation of both short and long term organizational plans.

ESSENTIAL FUNCTIONS

Manages and oversees supervision of staff to include; prioritizing and assigning work;
developing and conducting performance evaluations; motivating employees conflict
resolution; ensuring staff are trained; ensuring that employees follow established policies
and procedures; maintaining a healthy and safe working environment; recruiting for vacant
positions; developing position descriptions; implementing hiring, and disciplinary actions
when necessary.

Develops, plans and recommends to the Board goals, objectives, strategies, policies,
procedures, and staffing needs for the District and, upon Board approval, implements
same.

Analyzes District programs and assesses needs and opportunities for Board
recommendations. Analyzes, reviews, and develops administrative systems and procedures
to ensure effectiveness of programs and compliance with internal and external
requirements.

Represents the Board and the Hardin County Water District No. 2 regarding contracts with
various governmental agencies, community groups and businesses, professional and other
organizations.

Responsible for compliance with U.S. and Kentucky Environmental Protection Agencies
rules and regulations as well as compliance with other State, Federal and Local laws and
regulations.

Attends all regular and special called meetings of the Board and oversees and assists
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information documentation and preparations of agendas for same. Presents Departmental
and Managers reports to be reviewed by the Board at all Board meetings.

Directs preparation of annual budgets and forecasts to assure the District maintains a
financial ability to meet annual operating and maintenance expenses, and comply with all
long-term revenue and bond covenants.

Arranges and prepares necessary documentation to obtain grants and short and long-term
financing, as needed.

Is responsible for assisting Hardin County Water District No. 2 accounting firm for the
preparation of annual audits of the District’s financial statements.

General Manager along with Board and legal counsel shall work together for the
procurement of special financing to provide long term financing of special projects.

Implements and maintains an effective acquisition/purchasing program for the District that
includes: competitive procurement bid preparation; bid evaluation; inventory management;
leasing; and contract management.

Develops and implements customer and develops rules and regulations for consistent and
non-discriminatory application as well as effective customer service procedures to address
water user complaints, questions and comments consistent with Board policies.

Develops and recommends employee policies and maintains effective relations with the
District’s employees.

Must perform and carry out related duties as required by the Board.

REQUIREMENTS

General Manager must possess knowledge, skills and abilities to carry out the essential functions of
the position, to include the following:

Business management principles and techniques;
Human Resource management principles and practices;
Performance management principles;

Public relations principles;

Effective customer service principles and practices;
Budget administration principles;

Contract administration principles;

Accounting principles;

Purchasing/acquisition principles;

Conducting research and needs assessments;
Applicable Federal, State, and local laws, rules, ordinances, statutes and regulations as
they relate to operation of a water utility;



e Analytical methods and techniques;

e Strategic planning principles;

e General Manager must be proficient in communication, both verbal and written,
sufficient to exchange or convey information and to resolve conflict.

TRAINING AND EXPERIENCE

Bachelor’s Degree in management, finance, business administration or related field and at least five years of
progressively responsible experience in public administration including supervisory experience; or an equivalent
combination of education and experience sufficient to successfully perform the essential functions of the

position listed above. Engineering Degree and water utility management experience and experience working
with regulatory agencies preferred.

LICENSING REQUIREMENTS

Maintain valid Driver’s License with driving record acceptable to Board.

Any revision to this Job Description requires Board approval.



Appendix C
Hardin County Water District No. 1

Serving Hardin County for Over 70 Years

1400 Rogersville Road
Radcliff, KY 40160

September 18, 2023

Hardin County Water District No. 2

1951 West Park Road

Elizabethtown, KY 42701

ATTN: Shaun Youravich, General Manager

RE: Average Day Demand from Wholesale Connection
Hardin County Water District No. 1 (HCWD1)

Dear Shaun,

This letter is to confirm our conversation yesterday. Based on our estimates, HCWD1 will likely utilize approximately
400,000 total gallons per day, on average, from the District No. 2 wholesale water interconnects. This may be from the
Longview interconnection or the Patriot Parkway interconnection or both for a total of 400,000 gallons per day, average.
HCWD1 appreciates the partnership we have with District No. 2!

Let me know if you need further information.

Sincerely,

CC: Justin Metz, HCWD1 Operations Manager
Daniel Clifford, HCWD1 Engineering Manager

Phone: 1-270-351-3222 FAX: 1-270-352-3055
www. HCWD.com
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Appendix D

Renefit Cosis — Bmplovee Earning $22.00 Per H

| Single Coverage | Family Coverage

Employee Employer Employee Employer
Monthly Monthly Monthly Monthly

RENEEITS Contributi Contributi Contributi Sontributi
Retirement 6% 23.34% 6% 23.34%
Medical Insurance Premium $10.57 $667.00 $104.83 $1,333.00
Dental Insurance Premium $38.00 $37.00 $38.00
Vision Insurance Premium $8.97 $12.94 $8.97
Social Security and Medicare 7.65% 7.65% 7.65% 7.65%
State Unemployment Insurance 1.00% 1.00%
State Unemployment Ins. Limit $12,000.00 $12,000.00

Hourly Pay $22.00

Appendix D-1
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SCENARIO ONE - SINGLE PLAN AT $22 HOURLY WAGE RATE
Example Employee A

Hourly Pay = $22.00

BENEFITS

Retirement

Medical Insurance
Dental Insurance
Vision Insurance
Federal Withholding
State Withholding

VERAGE

CERS
Employee
Employee
Employee
Income Tax
Income Tax

Social Security and Medicare
State Unemployment Insurance

Total

Employee Net Pay

Annualized Pay = $45,760.00
Employee Medical Insurance Benefits Contributed by ER = 98.4%

Employee Employer

Annual Annual

Contribution  Contribution
$2,745.60 $10,680.38
$126.84 $8,004.00
$0.00 $456.00
$0.00 $107.64
$6,433.13 $0.00
$1,929.94 $0.00
$3,500.64 $3,500.64
$0.00 $120.00
$14,736.15 $22,868.66

$31,023.85

Employer Total Cost  $68,628.66

Example Employee B

Hourly Pay = $23.16

Annualized Pay = $48,172.80
Employee Medical Insurance Benefits Contributed by ER = 78%

Employee Employer
Annual Annual
BENEFITS VERAGE Contribution Contribution
Retirement CERS $2,890.37 $11,243.53
Medical Insurance Employee $1,788.78 $6,342.06
Dental Insurance Employee $273.60 $182.40
Vision Insurance Employee $107.64 $0.00
Federal Withholding Income Tax $6,466.86 $0.00
State Withholding Income Tax $1,940.06 $0.00
Social Security and Medicare $3,685.22 $3,685.22
State Unemployment Insurance $0.00 $120.00
Total $17,152.53 $21,573.21
Employee Net Pay $31,020.27
Employer Total Cost $69,746.01
Difference in Employee's Net Pay ($3.58)
Difference in Employer Total Cost $1,117.34
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SCENARIO TWO - FAMILY PLAN AT $22 HOURLY WAGE RATE
Example Employvee A

Hourly Pay = $22.00

BENEFITS
Retirement

Medical Insurance
Dental Insurance
Vision Insurance
Federal Withholding
State Withholding

COVERAGE

CERS
Family
Family
Family
Income Tax
Income Tax

Social Security and Medicare
State Unemployment Insurance

Total

Employee Net Pay

Annualized Pay = $45,760.00
Employee Medical Insurance Benefits Contributed by ER = 92.1%

Employee Employer

Annual Annual

Contribution ~ Contribution
$2,745.60 $10,680.38
$1,257.96 $15,996.00
S444.00 $456.00
$155.28 $107.64
$6,173.57 $0.00
$1,852.07 $0.00
$3,500.64 $3,500.64
$0.00 $120.00
$16,129.13 $30,860.66

$29,630.87

Employer Total Cost  $76,620.66

Example Employee C

Hourly Pay = $24.74

Annualized Pay = $51,459.20
Employee Medical Insurance Benefits Contributed by ER = 67%

Employee Employer
Annual Annual
BENEFITS COVERAGE Contribution Contribution
Retirement CERS $3,087.55 $12,010.58
Medical Insurance Family $5,693.81 $11,560.15
Dental Insurance Family $717.60 $182.40
Vision Insurance Family $262.92 $0.00
Federal Withholding Income Tax $6,254.60 $0.00
State Withholding Income Tax $1,876.38 $0.00
Social Security and Medicare $3,936.63 $3,936.63
State Unemployment Insurance $0.00 $120.00
Total $21,829.49 $27,809.76
Employee Net Pay $29,629.71
Employer Total Cost $79,268.96
Difference in Employee's Net Pay ($1.16)
Difference in Employer Total Cost $2,648.30
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Renefit Cosis — Employee Barnine $30.00 Per H

BENEFITS

Retirement

Medical Insurance Premium
Dental Insurance Premium
Vision Insurance Premium
Social Security and Medicare
State Unemployment Insurance
State Unemployment Ins. Limit

Hourly Pay $30.00

Single Coverage

Family Coverage

Employee
Monthly
~ontributi
6%
$10.57

7.65%

Employer
Monthly
Contributi
23.34%
$667.00
$38.00
$8.97
7.65%
1.00%
$12,000.00

Appendix D-4

Employee
Monthly
~ontributi
6%
$104.83
$37.00
$12.94
7.65%

Employer
Monthly
Contribution
23.34%
$1,333.00
$38.00
$8.97
7.65%
1.00%
$12,000.00
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SCENARIO THREE - SINGLE PLAN AT $30 HOURLY WAGE RATE
Example Employee A

BENEFITS
Retirement

Medical Insurance
Dental Insurance
Vision Insurance
Federal Withholding
State Withholding

Hourly Pay = $30.00

COVERAGE
CERS
Employee
Employee
Employee
Income Tax
Income Tax

Social Security and Medicare
State Unemployment Insurance

Total

Employee Net Pay

Annualized Pay = $62,400.00
Employee Medical Insurance Benefits Contributed by ER = 98.4%

Employee Employer

Annual Annual
Contribution Contribution
$3,744.00 $14,564.16
$126.84 $8,004.00
$0.00 $456.00
$0.00 $107.64
$8,779.37 $0.00
$2,633.81 $0.00
$4,773.60 $4,773.60
$0.00 $120.00
$20,057.63 $28,025.40

$42,342.37

Employer Total Cost $90,425.40

Example Emplovee B
Hourly Pay = $31.16

Annualized Pay = $64,812.80
Employee Medical Insurance Benefits Contributed by ER = 78%

Employee Employer
Annual Annual
BENEFITS COVERAGE Contribution Contribution
Retirement CERS $3,888.77 $15,127.31
Medical Insurance Employee $1,788.78 $6,342.06
Dental Insurance Employee $273.60 $182.40
Vision Insurance Employee $107.64 $0.00
Federal Withholding Income Tax $8,813.10 $0.00
State Withholding Income Tax $2,643.93 $0.00
Social Security and Medicare $4,958.18 $4,958.18
State Unemployment Insurance $0.00 $120.00
Total $22,474.00 $26,729.94
Employee Net Pay $42,338.80
Employer Total Cost $91,542.74
Difference in Employee's Net Pay ($3.58)
Difference in Employer Total Cost $1,117.34
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SCENARIO FOUR - FAMILY PLAN AT $30 HOURLY WAGE RATE
Example Employvee A

Hourly Pay = $30.00

BENEFITS

Retirement

Medical Insurance
Dental Insurance
Vision Insurance
Federal Withholding
State Withholding

COVERAGE

CERS
Family
Family
Family
Income Tax
Income Tax

Social Security and Medicare
State Unemployment Insurance

Total

Employee Net Pay

Annualized Pay = $62,400.00
Employee Medical Insurance Benefits Contributed by ER = 92.1%

Employee Employer

Annual Annual

Contribution ~ Contribution
$3,744.00 $14,564.16
$1,257.96 $15,996.00
S444.00 $456.00
$155.28 $107.64
$8,519.81 $0.00
$2,555.94 $0.00
$4,773.60 $4,773.60
$0.00 $120.00
$21,450.60 $36,017.40

$40,949.40

Employer Total Cost ~ $98,417.40

Example Employee C

Hourly Pay = $32.74

Annualized Pay = $68,099.20
Employee Medical Insurance Benefits Contributed by ER = 67%

Employee Employer

Annual Annual

BENEFITS COVERAGE Contribution Contribution
Retirement CERS $4,085.95 $15,894.35
Medical Insurance Family $5,693.81 $11,560.15
Dental Insurance Family $717.60 $182.40
Vision Insurance Family $262.92 $0.00
Federal Withholding Income Tax $8,600.84 $0.00
State Withholding Income Tax $2,580.25 $0.00
Social Security and Medicare $5,209.59 $5,209.59
State Unemployment Insurance $0.00 $120.00
Total $27,150.96 $32,966.50

Employee Net Pay $40,948.24

Employer Total Cost

$101,065.70

Difference in Employee's Net Pay ($1.16)

Difference in Employer Total Cost

$2,648.30
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Please state your name, position, and business address.

My name is Timothy R. Davis. | am one of the commissioners of Hardin
County Water District No. 2 (the “District”). For purposes of this rate
case, my business address is the District’s address: P.O. Box 970, 1951 W.
Park Road, Elizabethtown, Kentucky 42702.

How long have you served as a commissioner of the District?
Approximately fourteen (14) years. | have served continuously since | was
first appointed in June of 2009.

Are you one of the officers of the District?

No, | am just one of the commissioners.

What is your business background?

| worked and am currently licensed in the Health and Casualty insurance
field. | have been a licensed Third-Party Administrator for approximately
thirty-eight (38) years before retiring in 2016. | still maintain my licenses.
My companies, Employee Benefits Administrators, Inc. and Tim Davis &
Associates, Inc., were licensed as Third-Party Administrators or TPAs. |
am also a licensed TPA. The Partners Workplace Solutions Group was an
insurance agency.

Where were your companies’ offices located?

In Elizabethtown.
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In general terms, what does a Third-Party Administrator or TPA do?
My primary business was assisting small, medium, and large size
employers in becoming partially self-insured to reduce their risk. This, in
turn, reduced medical expenses for the employers and employees. Our
goal was to save plan money and “flatten the medical trend” of increasing
medical expenses. Part of our duties as a Third-Party Administrator was
to adjudicate medical claims. We also worked with actuaries to secure and
reduce an employer’s specific stop-loss and their aggregate stop-loss
reinsurance premium.
Purpose of Testimony

What is the purpose of your submitting Written Testimony in this rate
case?

| want to explain the steps that the District has taken to curtail the increasing
cost of providing health insurance for its employees. These steps include
moving from a fully insured health insurance plan—with a traditional
group health insurance policy provided by Anthem, United, or similar
company—to a partially self-funded plan. In addition, the District has
implemented a Wellness Plan. My testimony will explain these steps and
will also provide more details about the partially self-insured plan and the

Wellness Plan.



10

11

12

13

14

15

16

17

18

Were you able to utilize your highly specialized business background
and experience to assist the District once you became a member of the
Board of Commissioners?

Yes. The District has always been fortunate to have commissioners with
varied backgrounds, including real estate, finance, varied business
experiences, and, in my case, insurance. Each of us would contribute,
when asked, in our specific fields. Of course, none of us could, nor did
we, charge the District anything for utilizing our skills and experience to
help the District.

What, in particular, did you do to assist the District?

At the request of the District’s Board of Commissioners, | served as the
Chairman of the insurance committee, reviewed the District’s insurance
quotes, and helped the District to obtain the best quote possible for health,
liability, property and casualty, workers’ compensation, and umbrella
insurance. At that time, the District was not partially self-insured with
respect to health insurance for its employees. Once | retired, | started
investigating the feasibility of the District moving from fully insuring its

employees.
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Details of the District’s Partially Self-Insured Plan
What is a partially self-insured plan?
It means the District is partially self-insured, or pays all the medical bills
incurred by its employees up to a specific reinsurance amount. In addition,
the District has an “Aggregate Stop-L0sSS reinsurance” to prevent the
District from incurring a catastrophic loss if several employees were to
incur extremely high medical bills.
Why did you want the District to consider moving from a fully insured
medical insurance plan to a partially self-insured plan?
Cost savings and to implement a real wellness program for the
employees. As an employer, the objectives in a health insurance program
are to lower costs and “flatten the medical trend.” Between 