COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:
INVESTIGATION OF THE OPERATING
'CAPACITY OF MARTIN COUNTY WATER ) CASE NO. 2016-00142
DISTRICT PURSUANT TO KRS 278.280 )
ORDER
Martin County Water District ("Martin District”), a water district organized
pursuant to KRS Chapter 74, owns and operateé facilities that tfeat and distribute water
to approximately 3,533 persons in Martin County, Kentucky.! It is a utility subject to the
Qommission's jurisdiction under KRS 278.010(3)(d), KRS 278.015, and KRS 278.040.
The Commission has had longstanding concems with the operation and
management of Martin District. | As the result of numerous inspec_tions and
investfgations since the late 1990s, the Commission has found lingering problems of
significantly high water loss, lack of performance of routine maintenance and testing,
and failure to follow acceptable management praétices.
Following a utility inspection report issued by Commission Staff (“Staff”) on April
5, 2002, that described Martin District “in general state of disrepair,” the Commission

opened Case No. 2002-00116° to investigate- Martin District's operating capacity. A

hearing was conducted in that case on July 1, 2002, after which the scope of

' Annual Report of Martin County Water District to the Kentucky Public Service Commission for
the Calendar Year Ended December 31, 2014 at 27.

2 Case No. 2002-00116, Investigation of the Operating Capacity of Martin County Water District
FPursuant to KRS 278.280 (Ky. PSC Apr. 5, 2002).

\



investigation was expanded “to assess the current condition of Martin District's
operations and management, td determine the rules, .methods and practices that are
required to ensure the water district provides adequate and reascnable service, and to
restore public confidence in the water district’s_ operations.”

On October 20, 2003, Commission Staff and Martin District entered into a
Settlement Agreement (“Settlement”) through which Commission Staff and Martin
District, amoné other things, agreed that Martin District would fulfill 43 actions in order to
ensure that Martin District “provides adequate and reasonable service.®  The
Settlement included specific timelines for Martin District's implementation of the actions
identified.” On November 17, 2003, we entered an Order that accepted and adopted
the Settlement reached between Commission Staff and Martin District.®

Although Martin -District made some progress on the Settlement’s action items,
this progress was slow and unsteady. Because Martin District had not satisfied all
provisions of the Settlement and had failed to file required financial and statistical
reports for 2004 and 2005, the Commission opened Case No. 2006-00303 and again
initiated an investigation into the condition of Martin District.”  The purpose of the
investigation was not only to identify existing deficiencies in Martin District's

management and operation but also to identify possible solutions to those deficiencies.

® Case No. 2002-00116, Investigation of the Operating Capacity of Martin County Water District =

Pursuant to KRS 278.280 (Ky. PSC July 1, 2002) at 2.
4 Id. (Nov. 17, 2003), Order, Appendix at 2-9.
)
® Id. at2.

7 Case No. 2006-00303, An investigation Into the Management and Operation of Martin County

Water District (Ky. PSC June 27, 2006).
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To that end, the Commission ordered a management and -operations audit to be
conducted and solicited proposals for the performance of the audit. From the sealed
bids submitted by management consultants, we selected Barrington-Wellesley Group,
Inc. (“Barrington-Wellesley”) to perform a management audit. On April 18, 2007, the
Management and Process Audit of Martin District (“Audit”) was submitted by Barrington-
Wellesley. The Management Audit Action Plans were submitted on June 14, 2007.°
The Commission found the recommendations contained in the Audit would serve as the
basis for a determination of the practices and methods that Martin District should
employ to furnish water service.® By Order entered April 2, 2008, we ordered Martin
District to take the actions recommended in the Audit and to file annual status reports
until all the required actions are completed.’® While Martin District has since addressed
many of the action items, serious deficiencies remain, and the following categories of
actions required by the April 2, 2008 Order are still incomplete:

. Eliminate the backlog of connection requests to permit connection within 3
days of receipt of tap or connection fees. |

o Deveiop a comprehensive water loss reduction program.

. Implement a preventive maintenance program that includes upgrading the

existing leak detection and repair program.

. Establish a watershed pollution control program.

8 Management Audit Action Plans, June 14, 2007, Barrington-Wellesley, attached as Appendix A
to this Order.

® Case No. 2006-00303, An investigation Into the Management and Operation of Martin County

Water District (Ky. PSC July 26, 2007).

' Id. (Ky. PSC Apr. 2, 2008).
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. Develop and implement a long-term plan to reduce Martin District's
vulnerability to supply disruptions.

. Establish an in-house capital program planning and management function
staffed by one engineer or provided through a regional resource.

) Prioritize water loss reduction programs over system expansion programs
until water losses are reduced to 15 percent or less. |

) Improve coliections of p;ast due accounts.

. Arrange for an external audit of Martin District’s financial statements-and
continue such audits on a timely basis.

) Establish a position of bookkeeper/accountant with responsibility for
accounting and other transactional accounting processes.

As of .April 22, 2014, Martin District had failed to perform 37 of the
recommendation steps specifically identified in the Audit, which are required under the
action categories per the Commission’s April 2, 2008 Order. On April 22, 2014, Staff
issued a letter which included a’ list of the incomplete recommendation steps.” The
letter was in response to thé management audit progress repbrt submitted by Martin
District on February 19, 2013. |

On September 15, 2015, two Commission Staff members met with
representatives of Martin District at their offices in Inez, Kentucky. The purpose of the
meeting was to discuss the actions taken by Martin District since the February 2013

progress report in order to determine the status of the recommendation steps and also

"' Letter from Public Service Commission to Joe Hammond, Martin County Water District (Apr.
22, 2014), attached as Appendix B to this Order.
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determine what_ additional information was needed to continue the progress reporting
cycle.

As a result of that meeting, Commission Staff determined that 11 additional
recommendation steps had been completed, thereby leaving 28 recommendation steps
ongoing.”> Questions related to the ongoing recommendation steps are included in
Commission Staff's Initial Request for Information, attached as Appendix H to this
Order.

Although KRS 278.255 and 807 KAR 5:013 sbecify progress reporting
reduirements for management audit follow-up, with the establishment of this
investigation, all subsequent progress reporting will be addressed as part of this
proceeding.

Staff further issued a Utility Inspection Report ("Ins;;ection Report”) dated
December 12, 2014, following an inspection of Martin District’s facilities and records
conducted on December 10, 2014."® The Inspection Repo& included findings of
continued deficiencies for Martin District as follows:

. Martin District did not produce pressure charts that showed a continuous
24 hour pressure recording for one week per month. 807 KAR 5:066 Section 5(2).

. Martin District has not filed with the Commission a copy of its water
purchase contracts where the utility purchases water from Mountain Water District and

Kermit, WV as required by 807 KAR 5:013 Section 13.

12 Kentucky Public Service Commission Response to Martin County Water District Management
Audit Progress Report, Status as of April 12, 2016 (Apr. 12, 2016), attached as Appendix C to this Order.

* Commonwealth of Kentucky Public Service Commission Utility Inspection Report (Dec. 12,
2014), attached as Appendix D to this Order.
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. Martin District does not have a tariff in place requiring fire departments,
who withdraw water from its water distribution system for fire protection or training
purposes, to report usage or a penaity for failure to submit the reports. 807 KAR 5:095,
Section 9(1)(2).

Staff also noted in the Inspection Report that water loss for 2012 was 60.87
percent and water loss for 2013 was 60.86 percent. On October 9, 2015, Staff sent a
follow-up letter directing Martin District to provide by November 23, 2015, a plan to cure
these deficiencies.'

Separately, on October 27, 2015, Gary Lee Ball, a customer of Martin District,
tendered a formal complaint to the Commission wherein he allegés Martin District has
failed to meet customer demand, provide notice of outages, issue necessary boil-water
advisories, take required daily samples of the.system, and otherwise comply with
Commission and Kentucky Division of Water regulations.”® Mr. Ball also points to
Martin District's water loss rate of 61 percent, and states that Martin District routinely
reduces, or shuts off, service to portions of their service area to allow storage tanks to
refill. A copy of Mr. Ball's Complaint is set forth in Appendix F of this Order and is
hereby incorporated herein. As a remedy for these alleged deficiencies, Mr. Ball's

complaint asks for a possible “re-drawing” of Martin District's boundaries to allow

" Letter from Mark Rasche, P.E., Manager, Water and Sewer Branch, Division of Engineering,
Kentucky Public Service Commission to William Harvey, Martin County Water District (Oct. 9, 2015},
attached as Appendix E to this Order.

5 Complaint, Gary Lee Ball v. Martin County Water District (Oct. 27, 2015), attached as
Appendix F ta this Order,
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adjoining water districts to serve a portion of Martin District’s customers until the water -
" loss rate is brought to an acceptable level.'® |

The Commission finds that Mr. Ball's complaint does not present a prima facie
claim, as the Commission is unable to grant the relief requested therein. The
Commission does not have authority to determine the boundaries of a water district;
rather, it is a determination assigned to the exclusive authority of the county
judge/executive pursuant to KRS 74.110.

Although Mr. Ball's complaint fails to present a prima facie case, the
Commission does find that Mr. Ball's complaint raises service quality concerns that
merit consideration and provide further support for an investigation by the Commission
into the operations of Martin District. Mr. Ball's allegations will be considered as part of
this investigation.!”

Based upon a review of the remaining deficiencies for both the Audit
recommendations and Inspection Report, the Commission finds that an investigation
should be initiated for the purpose of examining these issues. We further find that the
issues raised in Mr. Ball's complaint should be examined as part of the same
investigation.

Accordingly, by thi_s Order, we initiate this case to investigate the outstanding

deficiencies in Martin District’s operation; to determine the actions that must be taken by

1% d.

7 On April 1, 2016, the Commission also received correspondence from Mr. Ball alleging that
Martin District has been unable to serve a federal prison and is losing revenue as a result. A copy of Mr,
Ball's April 1, 2016 letter is attached as Appendix G to this Order. The Commission will likewise consider
this allegation as part of the investigation.
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Martin District; and to ensure that all recommendations of the Audit will be met and all
deficiencies noted in the tnspection Report are addressed and timely corrected.

" We find that the records from Case No. 2002-00116 and Case No. 2006-003083,
including the post case referenced correspondence files for the cases, should be
incorporated into the record of the instant case.

IT IS THEREFORE ORDERED that:

1. This proceeding is initiated to investigate the deficiencies identified ih the
Commission’s December 12, 2014 Inspection Report, Martin District's compliance with -
the Required Action plan set forth in Appendix A of the Commission’s April 2, 2008
Order in Case No. 2006-00303, and the allegations of deficiencies identified by Gary
Ball ihrough his complaint.

2. Martin District shall appear at an informal conference with Commission
Staff at the Commission’s offices at 211 Sower Boulevard, Frankfort, Kentucky, on
Tuesday, May 17, 2016, at 10:00 a.m. Eastern Daylight Time, for the purpose of
discussing the actions necessary to cure the operating deficiencies of Martin District.

3. The complaint of Gary Ball is denied and dismissed.

4, The information requested in Appendixﬂl:l_l of this Order is due within 14

“days of the date of this Order.
a. Responses to requests for information shall be appropriately
bound, tabbed and indexed and shall include the name of the witness responsible for
responding to the questions related to the information provided, with copies to all parties

of record, and the original and one copy to the Commission.
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b. Each response shall be answered under oath or, for
representatives of a public or private corporation or a partnership or association or a
governmental agency, be acdompanied by a signed certification of the preparer or the
person supervising the preparation of the response on behalf of the entity that the
response is true and accurate to the best of that person’s knowledge, information, and
belief formed after a reasonable inquiry.

C. A party shall make timely amendment to any prior response if it
obtains information which indicates that the response was incorrect when made or,
though correct when made, is now incorrect in any material respect.

d. For any request to which a party refuses to ‘furnish all or part of the
requested information that party shall provide a written explanation of the specific
grounds for its failure to completely and precisely respond. |

e. A party filing a paper containing personal information shall, in
accqrdance with 807 KAR 5:001, Section 4(10), encrypt or redact the paper so that
personal information cannot be read.

5. Service of any document or pleading required by this Order shall be filed
with the Commission and served upon all parties of record in accordancé with 807 KAR
5:001, Section 4(8).

6. Progress reporting requirements for the management audit follow-up will
be addressed through this proceeding, and all future reports on open recommendations

shall be filed into the record of the instant case.
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By the Commission

ENTERED

APR 11 2016

KENTUCKY PUBLIC
|SERVICE COMMISSION

ATTEST:

Acting Executive Director /éb(.

Case No. 2016-00142



APPENDIX A

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE-
COMMISSION CASE NO. 2016-00142 DATED APR 11 2016
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Management and Process Audit of
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Management Audit Action Plans
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Barrington-Wellesley Group, Inc.
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Martin County Water District
Management Andit Action Plan

I Report Reference

¢ ChapterII

Recommendation Number -- 1
Priority — A

‘1IL Recommendation Statement

1.

Through a combination of revenue increases and cost reductions, increase
water provisioning process resources. (Reference Final Report Findings 5 and
9

"« Increase rates above the RD Grant rate increase in process. (See Chapter

V)

= Consider selling unused property such as the old Tug Fork raw water
intake site and the old Route 40 pump station site.

» Prioritize water loss reductions (see below) to qualify .for PSC rate
increases and petition the PSC for interim relief from the water loss
requirement if necessary. '

» Install paid tap requests in a timely manner. The District will begin
collecting monthly payments sooner.

» Support bill collection tum-offs and theft investigations. in a timely
manner to increase bill collections.

» Reduce electricity, chemicals and leak repair costs by reducing water
losses (see below).

¢ Further reduce electricity costs by:
— Adding additional capacitor banks on 15u1nps as economically justified.

— ‘Exploring the possibility of time of day off peak rates and do as much
required pumping as possible in lower rate periods.

— Considering natural gas powered pump replacements for electric
pumps if the total cost is lower.

o ' Fill the vacant distribution supervisor position and add one four person
distribution crew to reduce the work backlog and implement the water loss
reduction program, damage prevention program, watershed management
program and preventive maintenance program recommended below.

¢ Add a fifth water treatment plant operator to reduce overtime and provide
a resource for preventive maintenance and record keeping assistance.



¢ Add an additional back hoe or excavator and two trucks and trailers
appropriate to haul the additional equipment.

¢ Add additional facilities, vehicles, equipment, materials, and supplies as
necessary to make the distribution crews as efficient as possible. A
service center with a garage for minor maintenance, warehouse,
meeting/training rooms, computer access and offices would be ideal.

Background/Findings

Revenue is not adequate to support necessary water provisioning process work.
Increased revenue is required fo support specific increases in distribution
resources. Relevant portions of the findings from the Chapter II of the Final
Report are shown below, '

5. Thereisa lérge backlog of distribution work. (Final Report page 1I-11)

e There were approximately 50 tap requests not yet completed as of
November 14, 2006; tap fees had been collected for 13 of these tap
requests.

« There were 246 work orders not yet completed for leak repairs, meter sets,
meter rereads, meter pulls, low pressure, meter reads in, meter reads out,
tap relocates, and similar distribution work.

o Main leaks are prioritized for repair over other work. However, failing to
reduce the backlog of work orders has allowed service leaks to continue -
un-repaired for a period of time and revenue from new and delinquent
customers to be delayed.

9, Adequate resources — labor, materials and equipment — are not available for
the water provisioning process. (Final Report page I1-12)

+ Water provisioning process costs are low. The total operating expenses
for MCWD in 2006 were $1,032,404. The following table shows expense
trends for the District. Accounting classification changes and reduction in
treated water are responsible for the differences in individual accounts
from 2005 to 2006.
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Source of Supply & Pumping — Operation

Exhibit IT-8
MCWD Expense Trends

$74,968 $170,763 $125,523
Source of Supply & Pumping — Maintenance 13,376 7,666 59,109 121,394
Water Treatment — Operation 354,259 311,889 210,193 109,403
Water Treatment — Maintenance 909 5,587 57,767 110,060
Transmission & Distribution — Operation 179,285 181,178 178,055 116,989
Transmission & Distribution — Maintenance 179,666 163,936 170,269 184,625
Customer Accounts 96,434 98,489 120,020 120,437
Administrative & General 133,507 120,771 117,131 120,969
Total 1,032.404 | 1,060,279 | 1038067 | 993,460
Customers at Year End 3,508 3,411 3,434 3,376
Expenses per Customer 204 311 302 294

Source: Annual reports to the Commission and BWG calculations
» The largest expense categories in 2006 were:
- Salaries, wages, pension and benefits for employees - $534,426
- Purchased power - $179,697
- Chemicals - $51,187

- These three categories accounted for 74 percent of the total operating
expenses

« Unit costs for providing water in 2006 are shown in Exhibit II-9.

Exhibit IT-9
2006 Unit Operating Costs
(With No Administrative and General Overhead Costs Applied)

Thousand Gallons Cost per Thousand
Produced and Gallons Distributed
Purchased
(Distributed)
Transmission and Distribution $358,951 601,335 $.597
Total MCWD Thousand Gallons of | Cost per Thousand
Operating Expense Water Sold Gallons Sold




=

Total Cost for All Functions $1,032,404 271,048 $3.81

Cost per Thousand
Gallons Distributed

$1.72

IV,

Sources: MCWD Annual Reports and BWG calculations

Total inventory for plant materials and supplies at the end of 2006 was
only $17,529. A treatment and distribution operation the scale of MCWD
requires a larger inventory of materials and supplies for efficient
operations.

There are only four full-time water treatment plant operators and two on-
call part-time operators. A seven by 24 hour operation requires a
minimum of five full-time operators to cover 21 shifts per week and have
spare capacity for vacations, illness, training and other absences.

There are only five distribution employees. The sixth distribution
employee, the supervisor, recently became the fourth treatment plant
operator and was not replaced in distribution. One of the distribution
employees is largely occupied by sampling and other duties and is
normally unavailable for main, service and meter work. Many jobs
require a crew of four or more because of difficult traffic management
conditions. With vacations and other absences, this often results in having
a single crew doing one job at a time each day.

The distribution crew does not have a trailer for its only backhoe and, even
if there was a trailer, there is no vehicle capable of towing the backhoe and
trailer. This results in highly inefficient and dangerous driving of the
backhoe from job to job.

The distribution crew does not have an assembly area or proper facilities
for garaging equipment and storage of materials and supplies.

Expected Improvement/Improvement Timeline

One year for adding the necessary revenue, hiring and beginning training for the
new personnel, and adding the recommended equipment and materials. Two
years to add the recommended service center.

Cost/Benefit Analysis and Support
Cost Analysis

2006 supply, treatment, transmission and distribution costs were $802,463.
This amount is estimated to increase by $500,000 for the five additional
employees (the distribution supervisor is in the 2006 amounts) and
additional operations and maintenance expense for equipment and
materials.
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o The new service cenfer and additional equipment is estimated to cost
approximately $500,000,

Benefit Analysis
» Sale of unused property is estimated to net $50,000.

» Reduced backlog of customer related work orders and more timely taps,
turnoffs, and theft investigations supporting increased revenue sooner and
reduced bad debt write offs and water thefts estimated at $25,000 per year
savings.

« Reduced leaks through prompt response to leak calls will contribute to the
water loss savings quantified in II-2 below.

o The benefits of the water loss reduction, preventive maintenance program,
upgraded leak detection and repair program, damage prevention program,
and watershed pollution control program are covered in the respective
management audit action plans.

e Further reduction of electricity costs due to pump capacitor banks or a
switch to natural gas pumping would have to be economically justified.

¢ The potential for implementing time of day rates must be investigated for
feasibility.

Cost/Benefit Summary’

Category One Time Annual Recurring

Cost $500,000 $500,000

Benefits $50,000 $25,000

Other Costs or Benefits

¢ The above costs represent the bulk of the costs for Recommendations II-2,
3,4, and 5 as well. The additional personnel, equipment and facilities will
provide the resources necessary for the water loss reduction, preventive
maintenance, upgraded leak detection and repair, damage prevention and
watershed pollution control programs.

Utility Response

. Recommended Action

Approved x__ Approved with Exception Rejected

e The sale of surplus property needs additional investigation as to the
disposal procedure. Tug River raw water intake should be renovated and
be used as back-up for the present system.
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Implementation Steps

Step 1: Increase rates above the RD Grant rate in process.

e Response: Board approval has been granted to request assistance from
the Public Service Commission. Letter sent to the Public Service
Commission for assistance on May 22, 2007

e Person Responsible: Board and General Manager Completion date
will be determined by the PSC.

Step 2: Consider selling unused property such as the old Tug Fork raw water
intake site and the old Route 40 pump station site.

s Response: The old Tug Fork raw water intake site needs to be
evaluated for possible renovation to be used as a back-up to the New
Raw Water Intake. The other unused property such as the old Route
40 Pump Station and the old Wolf Creek Tank site needs to be -
evaluated for liability purposes and a value applied to each site by the
Board. This should be completed by July 2007.

e Person Responsible: Board and General Manager.

Step 3; Prioritize water loss reductions to qualify for PSC rate increases and
petition the PSC for interim relief from the water loss requirement if necessary.

» Response: The District has a plan in effect at present. A bid package,
for In-Line Master Meters is being prepared as of May 22, 2007. After
the Master Meters has been installed, the meter books will be realigned
to correspond with the Master Meters and monitoring of the usage and
meters will be conducted each month to determine where the water
loss is occurring. This will be an ongoing process.

e Person Respopsible: Board and General Manager.
Step 4: Install paid tap requests in a timely manner,

o Response: The District’s Policy is to collect the tap fee on the day the
tap is completed, The Tariff states that if we collect the tap fee, we
have 72 hours to complete the work. That’s the reason we collect the
day we install. When funds become available to hire additional help
the process will be completed in a timely manner.

e Person Responsible: General Manager

Step 5: Support bill collection turn-offs and theft mvestlgatmns in a timely
manner to increase bill collections.



¢ Response: As funds become available, the Board has authorized a
position for an Accounts Receivable person. The primary duties will
be to monitor Accounts Receivable, pull and install meters that were
pulled for non-payment. Also, monitor theft of services. December
2007 will be the target date for this position.

¢ Person Responsible: General Manager, District, and Accounts
Receivable person.

Step 6: Reduced electricity, chemicals and leak repair costs by reducing water
losses.

¢ Response: Reference Step 3.
Step 7: Further reduce electricity costs
e Response: Due to the water storage capacity, a more thorough
research of the further reduction of electricity costs will need to be
completed. December 2008.

e Person Responsible: General Manager

Step 8: Fill the vacant distribution supervisor position and add one four person
distribution crew to reduce the work backlog and implement the water loss
reduction program, damage prevention program, watershed management program
and preventive maintenance program recommended below.

s Response: Due to funding, July 2008 could be the projected date for
implementing this process.

» Person Responsible: General Manager

Step 9: Add a fifth water treatment plant operator to reduce overtime and provide
a resource for preventive maintenance and record keeping assistance.

o Response: As funds become available. One year.

¢ Person Responsible: General Manager.

Step 10: Add an additional back hoe or excavator and two trucks and trallers
appropnate {0 haul the additional equipment.

* Response: As funds become available. Two years.
e Person Responsible: General Manager

Step 11: Add additional facilities, vehicles, equipment, materials, and supplies as
necessary to make the distribution crews as efficient as possible. A service center



with a garage for minor maintenance, warehouse, meeting/training. rooms,
computer access and offices would be ideal,

. |
¢ Response: As funds become available, and with the plant upgrade
within the next Two years, this would be a great asset tcln ‘the District.

o Person Responsible: Board and General Manager

. Comments/Clarification of Intent

Consultant Name: David Vondle
Discussion
Step 1: In crease rates above the RD Grant rate in process.

Most of the recommended improvements are dependent on increased revenue. If
it appears that the PSC rate increase process will take several months or years or
may be unsuccessful, the District should consider a second expedited RD Grant
related increase.

Step 2: Consider selling unused property such as the old Tug Fork raw
water intake site and the old Route 40 pump station site.

Renovating the old Tug Fork intake and the associated transmission line to the
reservoir should be included in the vulnerability assessment. Any renovation
should be included in the capital planning process.

Step 4: Install paid tap requests in a timely manner.

The spirit of this recommendation is to work down the backlog to the point where
as soon as the site is ready for the tap, the District can coliect the tap fee and do
the tap to provide responsive service and begin collecting the new revenue.

Step 5: Support bill collection turn-offs and theft investigations in a timely
manner to increase bill collections.

The management audit did not recommend an Accounts Receivable person. This
recommendation was intended for the distribution section. Again, the backlog
should be worked down to the point that services can be tumned off and theft
investigations made no later than the day after the request is made,

Step 8: Fill the vacant distribution supervisor position and add one four
person distribution crew to reduce the work backlog and implement the
recommended distribution improvements.



The July 2008 schedule date is too late. Many distribution improvements are
contingent on increased distribution work capacity. The supporting rate increase
should be accelerated to allow quicker implementation of this recommendation.
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Martin County Water District
Management Audit Action Plan

Réport Reference

e Chapter--H
¢ Recommendation Number -- 2
e Priority— A

Recommendation Statement

2. Develop a comprehensive water loss reductzon program. (Reference Final
Report Finding 4)

Improve the metering of produced and distributed water to include in-line
master meters from the Clearwell tank, all subsidiary distribution tanks
and on all major distribution mains. Make immediate use of the existing
A system meter for determining the relative water loss between the A and
B systems.

Use the information from additional metering of distributed water as
compared to metered consumed water to identify water losses.by main. -
Rank them from highest to lowest water loss. The Kentucky Rural Water
Association Peer Review Report contams de‘ralled recommendations for
this process. '

Prioritize, based on volumes of water lost, the mains and services for
replacement or repair.

Prior to commencing repair and replacement work on each main, identify
and resolve any water theft, metering or related problems.

Replace or repair all excessxvely leaking mains and services over a three
year period.

Background/Findings

4, . MCWD has signiﬁcéntly reduced water losses, but the system still incurs
excessive water losses. (Final Report page 1I-8)

The following table shows water production, purchase and sale trends as

Teported to the PSC.
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Exhibit II-6
Water Pumped and Sold
(Million Gallons)

Water Purchased 6.02

6.34
Water Pumped 585.31 635.82 654.92 851.60
Total Purchased and Pumped 80133 | 64217 669.50 | 670.99
Total Water Sold to Customers 271.05 224.02 N/A N/A
Water Purchased or Pumped but not Sold 330.28 418.15 N/A N/A
Percent not Sold 55 65 N/A N/A
Maximum Gallons Pumped in One Day - 1.849 1.948 1.99 N/A

Source: Annual reports to the PSC and BWG calculations

e« MCWD has recently developed a more detailed water loss analysis.

results of this analysis for 2006 are shown in the following table.

Exhibit II-7
MCWD 2006 Water Loss Analysis

T L

(Million Gallons)

¥y

Treated Water into Clearwells - Water Produced

Purchased Water:
Kermit Water Purchases 20
Mountain Water Purchases 40
Net Purchased Water 6.0
Water Supply to End Users
Plant Use 211
| Fire Department Use (estimated) 2.7
Prison Tank Use 346
Books 9-18 A Side Customer Metered Use 878
Books 1-8 B Side Customer Metered Use 148.8
Total Treated Water Consumption e
Total Treated WaterLoss - 3085
Treated Water Percentage Loss _ 51.0%
Total Prison Tank and Customer Metered Use 271.0

The
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Water Sold as a Percentage of Water Produced 45.1%

Average Gallons per Déy Produced or Purchased 1.65

Average Gallons per Day Sold 74
Source: MCWD Water Loss Analysis and BWG calculations

o Water purchased or produced but not sold fell from 65 percent in 2005 to
55 percent in 2006.

» From 2005 to 2006, MCWD purchased and produced less water, but sold
more. This is largely due to reducing subsidiary distribution tank
overruns, fixing main and service leaks and replacing meters (to get more
accurate usage numbers).

o MCWD has reduced its water purchases 69 percent from 2003 to 2006.

¢ The metering of produced and distributed water is not comprehensive.
There is on]y one transmission and distribution meter. It is at the pump
station serving the A system. It has not been read and therefore has not
been used for determining the A system water losses versus the B system
water losses. More in-line “master” meters are planned, but have not yet
been funded or installed. Additional transmission and distribution master
meters will allow the pinpointing of water losses by distribution main.
This will allow precise prioritization of leak reduction efforts.

» By long standing, but informal, practice, MCWD supplies water to the five
volunteer fire department stations in the county at no charge. This is in
addition to the customary practice of not charging for fire hydrant water
used in fighting fires and training. At present, water used by the fire
department stations is not metered.

« Water losses due to leaks and other causes are not reasonable. The PSC
standard is to have water losses of less than 15 percent. Water
professionals familiar with Eastern Kentucky (see footnote 9) are in
agreement that MCWD could meet this standard. Now that the
overflowing tank problem has been fixed, the remaining water losses are
likely attributable to:

— Main and service leaks, with the consensus that service leaks are the
larger problem. Main leaks are easier to visually identify and typically
cause water pressure problems for customers on the main, triggering
an investigation. Services, however, can have relatively small leaks
that are not readily identifiable because they are near creeks or streams
and can still provide basic water pressure. Service line leaks are
estimated (see footnote 9) to cause 50 to 90 percent of the water losses.

— Customer metering problems and water theft is the other potential
category of water losses. This category can include: slow meters,

12



IV.

meters that were never installed on service lines, unauthorized taps,
and meter bypasses.

e In a PSC rate case, recovery of the costs of water losses in excess of 15

percent, excluding water used by the utility in its own operations, is not
allowed according to PSC 807 KAR 5:066 Sec. 6(3). (See footnote 3 on
page I-7).

By achieving a 15 percent water loss target, 2006 water treated and
purchased would have been 346.8 million gallons, rather than the actual
amount of 601.3 million gallons, a reduction of 254.5 million gallons, or
about 42 percent. A 42 percent reduction in water production would result
in estimated direct savings of $100,000 per year. These savings cote from
a reduced need for electricity for pumping and chemicals for freatment.
Further indirect savings could be expected from fewer leak calls and
repairs and less damage caused by leaks. An additional benefit would be
that a larger proportion of the raw water would come from the Crum
Reservoir watershed rather than the Tug Fork.

Expected Imgrovement!lmproyement Timeline
» Water losses should be less than 15 percent within three years.

Cost/Benefit Analysis and Support

Cost Analysis

The additional employee personnel, equipment and facilities for this
activity are covered in Recommendations II-1 and I1}-1

Approximately $100,000 for the additional in-line master meters

Additional contractor assistance fo supplement employees to make repé.irs
as prioritized are estimated at $250,000 per year for three years

Benefit Analysis

Direct cost savings in electricity from pumping aud chemicals from
reduced water losses are estimated at $100,000 per year

Indirect cost savings will resuit from fewer leak calls

Cost/Benefit Summary ‘
Category One Time Annual Recurring
Cost $100,000 $250,000 for three years
Benefits $100,000
Other Costs or Benefits

MCWD’s ability to utilize the normal PSC rate making process will be
enabled

13




VII.

e Public and industry perception of MCWD will improve

o The additional contracted leak repair crew is likely eligible for grant-
funding (See Recommendation I11-2)

Company Response

Recommended Action

___x_Approved __ Approved with Exception _ Rejected
Implementation Steps

Step 1: Improve the metering of produced and distributed water to include in-line
master meters from the Clearwell tank, all subsidiary disttibution tanks and on all
major distribution mains. Make immediate use of the existing A system meter for
determining the relative water loss between the A and B systems.

o Response: A plan was developed and presented to BSADD and DOW
in February 2006 to install in-line Master Meters. (See p. 6, Step 3,
Chapter II)

o Person Responsible: General Manager and O’Brien & Gere

Step 2: Use the information from additional metering of distributed water as

compared to metered consumed water to identify water losses by main. Rank
them from highest to lowest water loss. The Kentucky Rural Water Association
Peer Review Report contains detailed recommendations for this process.

e Response: Same as Step ! above.

e Person Responsible: General Manager

Step 3: Prioritize, based on volumes of water lost, the maing and services for
replacement or repair.

e Response: Afier careful study of the plan implemented above, a
prioritized list will be formulated and repairs will began. December
2007. '

Step 4: Prior to commencing repair and replacement work on each main, identify
and resolve any water theft, metering or related problems.

» Response: Begin a public awareness program and stress to present
customers, meter readers, and employees, to report any person or
persons receiving water illegally. This will be an ongoing process.

e Person Responsible: General Manager

14



VIIL

Step 5: Replace or repair all excessively leaking mains and services over a three
year period. ' :

» Response: The District concurs will progress as funds become |
available.

e Person Responsible: General Manager

Comments/Clarification of Intent
. éonsultant Name: David Yondle
e Discussion

Step 4: Prior to commencing repair and replacement work on each main,
identify and resolve any water theft, metering oy related problems,

The response is good and an ongoing program is needed. However, the intent of
this recommendation was speciﬁc to projects to repair or replace sections of main.
Prior to commencing main repair or replacement projects, a patrol and survey of
the affected line should be made to identify theft, metering, meter placement, or
other related problems. Identified problems should be resolved prior to

" commencing work or the solution should be included in the project.
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Martin County Water District
Management Audit Action Plan

L Report Reference
e Chapter - 11
. » Recommendation Number -- 3
e Priority — B '

1L Recommendation Sfatement

3. Implement a preventive maintenance program including upgrading the leak
detection and repair program. (Reference Final Report Finding 8)

Establish records for each piece of equipment (such as pumps, injectors
and valves) and pipe segment.

Track all maintenance performed on each piece of equipment and pipe
segment.

Develop preventive maintenance routines for select facilities including
routine flushing and valve maintenance. Implement manufacturers’

recommended maintenance and AWWA guidelines as available,

Establish an on going leak detection and repair program following the
completion of the water loss reduction program (see above).

L Bacl_ggrounlemdmgg'

8. There is no organized preventive maintenance program. (Final Report page II-

12)

MCWD oﬁerates on a largely “repair it when it breaks™ mode.

MCWD lacks orgamzed eqmpment (e.g., tanks, pumps, valves, and ﬁlters)
records and main and service records and recommended preventive
maintenance routines. ‘

Most MCWD equipment and mains would benefit from an organized
preventive maintenance program. A preventive maintenance program
would result in fewer service interruptions and lower costs in the future.

The Kentucky Rural Water Association Peer Review Report specifically
recommended a Water Storage Tank Operation and Maintenance Program
with the American Water Works Association recommended practices.

IV.  Expected Improvement/Improvement Timeline

= Implemented preventive maintenance program operational by the end of the
second vear
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V. Cost/Benefit Analysis and Support

Cost Analysis

o Cost of a preventive maintenance computcr system and hardware is
estimated at $10,000

e Operation and maintenance costs for employees, equipment and facilities
are included in Recommendations II-1 and I1I-1
Benefit Analysis
o Fewer water delivery outages due to equlpment failures (e.g., pumps and
transmission mains)
« Lower repair costs due to fewer repairs

o Fewer water quality problems due to equipment failures (e.g., clanfiers,
filters, and chemical injectors) and fewer instances of water quality non-
compliance

» Cost savings.due to fewer equipment breakdowns (overtime, contractors,
parts, etc.) and lost sales due to outages estimated at $50,000 per year

Cost/Benefit Summary
Category " Omne Time Annual Recurring
Cost $10,000 0
Benefits 0 . $50,000

Other Costs or Benefits

» The preventive maintenance computer system and computer equipment is
. likely eligible for grant fundmg

VL Uﬁll!! Response

Recommended Action

__X_ Approved . Approved with Exception Rejected

ViI. Implementation Steps

Step 1: Establish records for each piece of equipment (such as pumps,
injectors, valves, pipe segments and vehicles.)

s Response: Using computer software records will be maintained to
tract all maintenance and inspections of all equipment in the
District. December 2007 will be the target date for complete
implementation of this item.
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¢ Person Responsible: General Manager

. A Step 2: Track all maintenance performed on each piece of equipment and pipe
— ‘ segment. -

e Response: Continuation of Step 1.

o Person Responsible: Distribution Supervisor

Step 3: Develop preventive maintenance routines for select facilities including
routine flushing and valve maintenance. Implement manufacturers’.
recommended maintenance and AWWA guidelines as available.

» Response: Check all O & M Manuals and develop épreven_tive
maintenance program according to manufacturing guide lines.
One year to complete this task.

» Person Responsible: General Manager

Step 4: Establish ongoing leak detection and repair program folIovﬁng the
completion of the water loss reduction program.

« Response: Continue to monitor the in-line meters and the .
customer usage records to determine if the water loss is in an
acceptable range or not, On going process

7 o Person Responsible: Office personnel and General Manager.
VIII. Comments/Clarification of Intent
¢ Consultant Name: David Vondle

« Discussion

Good management action plan.
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Martin County Water District
Management Audit Action Plan

L Report Reference
s Chapter--11
s Recommendation Number -- 4
e Priority— C

O. Recommendation Statement _
4, Implement a damage prevention program. (Reference Final Report Finding 6)

¢ Join and actively partlclpate in Kentucky s Call Before You Dig (one call}
program.

» Mark involved facilities in a timely manner as one call notices are
received.

 Develop and implement a damagé prévention education program for State
and County road crews and local civil contractors.

e Bill perpetrators who damage marked District facilities.
o Sue perpetrators who do not pay billed damages.

III. Background/Finding

6. MCWD does not have a damage prevention program. (Final Report page II-
11) ‘

e MCWD does not participate in Kentucky's one call — call before you dig -
program and has no excavator education program.

o MCWD does not nonﬁally mark its facilities in advance of excavation by
others.

o MCWD experiences many third party damages from dig-ins to its
facilities. . ,
- e The District has little recourse to collect damages if the perpetrator used

the one call system and the District did not mark its facilities in a timely
manner as required by the one call system.

» When MCWD does have recourse against a party responsible for damage
to its facilities, MCWD has generally chosen not to bill the perpetrators
and sue fo collect damages because of a lack of resources. -

IV. Expected Improvement/Improvement Timeline
+ Damage prevention program operational by the end of the second yeat
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V. Cost/Benefit Analysis and Support

Cost Analysis

» Employee, equipment and facilities costs included in Recommendations
II-1 and III-1.

Benefit Analvsis
-« Fewer third-party damages to facilities

« Lower damage repair costs

o Increased damage repair cost collected

» Fewer water outages due to third-party damages
« Total cost savings estimated at $25,000 per year

Cost/Benefit Summary
Category One Time . Annual Recurring’
Cost 0 0
Benefits : 0 $25,000
Other Costs or Benefits
‘ o Nome

VL.~ Utility Response

Recommeqded Action

X Approved Approved with E}_tcepiion . Rejected
VIL. Implementation Steps '

Step 1: Join and actively participate in Kentucky’s Call Before You Dig (one
call) program; :

* Response: We are now actively participating in this program.
However, the District needs to stress this program to our Local
. and State road crews. Publication, concerning this program,
should be published in our local newspapers. Timeline: Thisisa
continuocus process.

+ Person Responsible: General Manager and Distribution
Supeljvisor.

Step 2: Mark involved facilities in a timely manner as one call notiées are
received.
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. 'Responsc: Facilities are being marked in'a timely manner.
However, all contractors are not following procedures. This will
take time to educate all concern parties.

o Person Responsible: General Manager and Distribution
Supervisor '

Step 3: Develop and implement a damage prevention education program for
State and County road crews and local civil contractors.

» Response: (éee Step 1 above) Copies of water line maps will be
distributed accordingly. '

e Person Responsible: General Mana;ger
Step 4: Bill perpetrators who damage marked District facilities:
» Response: This process will be implemented immediately.
-e Person Responsible: Office Manager
Step 5: Sue perpetrators who do not pay billed damages.

» Response: The County Attorney will assist the District in this
matter. Timeline: Immediately.

» Person Responsible: General Manager
- VIII. Comments/Clarification of Int.ent

» Consultant Name: David Vondle

o Discussion

Good management action plan.
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Martin County Water District
Magpagement Audit Action Plan

I. “Report Reference
; Chapter --11 .
» Recommendation Number -- 5
e Priority-C

II. Recommendation Statement

5. Establish a watershed pollution control program. (Reference Fmal Report
Finding 7)

Implement a Crum Reservoir pollut:on control program including annual
septic tank system dye tests by the Health Department and mitigation of
roadway runoff.

Regularly test creeks flowing into the reservoir and trace problems found
back to the source.

Work cooperatively with other water districts to establish an upstream
regional watershed management program for the Tug Fork including
septic tank monitoring, solid waste disposal programs and tributary testing
and remediation.

11, Background/Findings _
7. There is no watershed management program. (Final Report page II-11)

All of MCWD’s water supply is from surface water. Surface water is
highly vilnerable to contamination.

As much as one-third of MCWD’s water comes ftom water collected in
the Crum Reservoir watershed. '

The septic systems for the houses within the Crum Reservoir watershed
are not tested for effectiveness,

There is no mitigation of runoff from the roads in the Crum Reservoir
watershed.

Water in the Tug Fork is collected from a much larger watershed that
includes several wastewater treatment plants.

There are many reports of raw sewage flowing into the Tug Fork
watershed as well as possible pollution from improperly disposed solid
waste. - There is no enforcement of septic tank regulations other than for
new installations and solid waste disposal facilities are limited.
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o There is no regional watershed management program that addresses

pollution contro! in the Tug Fork watershed prior to the MCWD intake. A

. comprehensive regional watershed management program would have to

include the West Virginia side of the Tug Fork watershed as well as the
Kentucky side. )

1V. Expected Improvement/Improvement Timeline

¢ Implemented within one year

V. Cost/Benefit Analysis and Support

Cost Analysis

¢ Employee, equipment and facilities costs included in Recommendation II-
1. Possible incidental costs for the Health Department to test septic tanks
and mitigation of problems found..

Benefit Analysis .
» Better quality raw water
¢ Easier treatment

» Fewer chances of water quality problems

Cost/Benefit Summary
Category One Time Annual Recurring
Cost 0 0
Benefits . 0 0
Other Costs or Benefits

» Successful initiation of a regional watershed management program might
lead to further regional cooperation

« Grant money may be available to low income homeowners to mitigate

septic tank problems
e Grant money may be available to study regional watershed management
~ options .
V1. Utility Response
Recommended Action
_X___ Approved X Approved with Exception Rejected

VIIL. Implementation Steps
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Step 1: Imi)lement a Crum Reservoir pollution control program including
annual septic tank system dye test by the Health Department and mitigation of
roadway runoff.

o Response: The District will work with the Health Department to
design a plan that will help monitor and correct any problems
associated with the pollution of Crum Reservoir. Timeline: .
December 2007,

o .Person Responsible: General Manager

Step 2; Regularly test creeks flowing into the reservoir and trace problems
found back to the source.

e Response: No creeks flow into Crum Reservoir. -

Step 3: Work cooperatively with other water districts to establish an upstream
regional watershed management program for the Tug Fork incjuding septic
tank monitoring, solid waste disposal programs and tributary testing and
remediation. )

s Response: The DOW monitors the Tug Fork River on a routine
basis. Kermit Water Company and 911 Services keeps the
District informed of any spills or other contaminants that would

. be harmful to the watershed, MCWD will initiate meetings with
Kermit Water and Mountain Water to plan improvement for
watershed protection. Timeline: This program is presently in
effect.

VIII. Commenilelérifica_tion of Intent

Consultant Name: David Vondle
Discussion

Step 2: Regularly test creeks flowing into the reservoir and trace
problems back to the source. :

Suggest patrolling the perimeter of the reservoir after a storm to identify and

mark significant surface water runoffs into the reservoir. Then periodically
test these sites after storms.”
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' Martin County Water District
Management Audit Action Plan

Report Reference
o Chapter--1I

¢ Recommendation Number - 6
e Priority—-C
Recommendation Statement

6. Develop and implement a long-term plan to reduce the system’s vulnerability
‘to supply dmruptxons (Reference Finding 2) Alternative to be considered
include:

e Expand the Crum Reservoir capacity by raising and repairing the dam
and/or dredging the reservoir. '

e [Install a Crum Reservoir Bypass (pipe and valves).

s Expand the Treatment Plant capacity (in process).

» Install a second line to the Clearwell tank.

s Expand the Clearwell tank capacity (in process).

o Expand looping and valving of the transmission and distribution tanks.
e Expand distribution tank capacities' or add additional distribution tanks.,

o Expand the telemetry system to cover the Crum Reservoir, master meters
and pressure control valves to provide early detectlon and resolution of
problems.

‘Background/Findings

Raw water is taken from the Tug Fork of the Big Sandy River (Tug Fork) and is
pumped approximately five miles up to the Crum Reservoir. The raw water
intake is at 580 feet elevation and its pumping capacity is rated at 1400 gallons
per minute (GPM). There is a single transmission line from the raw water intake
to the Crum Reservoir. The Crum Reservoir water elevation ranges from 750 feet
when full to 671 feet when.empty, The raw water pumped into the Crum
Reservoir is supplemented by precipitation falling within the Crum Reservoir
watershed. The Crum Reservoir is an open impoundment reservoir behind a man
made dam. It has a maximum cumulative storage capacity of 512 million ga]lons

The Crum Reservoir watershed contains approximately 10 homes and two roads.’

The following table shows water supply statistics for October 2006.

The background information was collected through interviews with and documents provided by the
General Manager and O'Brien & Gere, the District’s engineering consultant.
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Exhibit II-1
Water Supply for October 2006

Water Pumped from the Tug Fork into the Crum Reservoir 32.679 million gallons
Rainfall 5.34 inches
Water into the Treatment Plant from the Crum Reservoir 50.225 million gallons
Percentage of Raw Water from the Tug River Assuming the Crum ’ 65 percent
Reservoir Level Stayed the Same

Sources: October 2006 Reports: Monthly Operation Report to the Kentucky Division of Water and
Monitoring Results Submittal Forms to the Kentucky Department of Environmental Protection for the Tug
River and Crum Reservoir .

There has been no ongoing measurement of the distribution of raw water supplies
between the Tug Fork and the reservoir watershed. Approximately 65 percent of the
water transmitted from the Crum Reservoir to the Water Treatment Plant was from the
Tug Fork and 35 percent was collected in the watershed in October 2006, assuming the
level of the Crum reservoir remained unchanged.

Recent annual rainfall amounts, as measured at the Treatment Plant, are shown in the
following table.

Exhibit II-2
Rainfall Trend

2003

2004 49.8
2005 41.6
2006 46.9

Source: Rainfall measurements taken at the Water
Treatment Plant by the plant operators.

There is a gravity feed system from Crum Reservoir to the Water Treatment Plant,
which is at 620 feet, utilizing two transmission lines. Raw water from the Crum
Reservoir is treated in the Water Treatment Plant using two up-flow clarifiers. Plant
capacity is rated at 2 million gallons per day. Chemicals are added to settled and filtered
water to meet water quality guidelines and the finished water is pumped up to the
300,000 gallon Clearwell Tank by two high lift pumps rated at 1400 GPM each through a
single transmission line. The Clearwell Tank feeds the entire MCWD system, typically

through transmission lines and supplemental pumping to subsidiary dtstnbutlon tanks.
MCWD has 15 subsidiary distribution tanks as follows:
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Exhibit I1-3
MCWD Subsidiary Distribution Tanks

[
Buck Creek
T2A Little Rock Castle 150 1080
T3A 292 South 100 1113
T4A Big Elk 100 -1080
T5A Wolf Creek 100 819
T7B Coldwater 150 853
T8B Turkey 50 983
ToB Inez (1) 500 860
T10B Inez (2) 150 860
T11B KY 40 W 200 1171
T12B Calloway 100 1164
T13B Middle Fork 260 942
T14B Buffalo Homn 50 950
T15B Big Sandy Airport 1040 1360
T16B KYB45 80 985

Source: MCWD Water System Map by O’Brien & Gere

- To the extent practical, the distribution system is designed to use gravity feed from

the subsidiary distribution tanks to the customers. However, many distribution mains
require in-line pumping to reach some customers on the main. MCWD, like similar
Kentucky water utilities, is required to provide a minimum of 30 pounds per square inch

(PSI) pressure to each customer at the meter.

MCWD has twelve pumping stations, as follow:

Exhibit ITI-4
MCWD Pumping Stations

P
o ;ﬁ%ﬁ:‘

P1A

g e 240 720
P3A Bone Hollow 2 —
P4A KY 292 South 130 680

P5B Turkey 20 620




P68 KY 40W 420 680
P78 Calloway 90 650
Pgg Middle Fork 245 650
PoB KY645 80 680
P10B Peter Cave . 130 700
P11B Buffalo Hom : - @0 800
P128 Davella Road 350 700

Source: MCWD Water System Map by O’Brien & Gere

MCWD originally developed as two distinct distribution systems that were later
‘merged. Common terminoclogy is fo refer to the Warfield, Kentucky side as the “A”
system and the Inez, Kentucky side as the “B” system. All water is treated on the B
system and the A system is served by pumping treated water over a hill to the A side.
The P1A pump station located at KY 40 B pumps water treated at the Water Treatment
Plant to the A system.

MCWD has recently installed and initiated operation of a new telemefry system.

The system monitors storage tank levels and allows remote operation of the pumps that

. feed them. Water Treatment Plant operators can refill tanks as nesded without risk of

overflowing them. The use of the telemetry system has virtually eliminated the previous
problem of inadvertently overflowing tanks by leaving the pumps on too long,

~ The Crum Reservoir level is not telemetered or metered in any other way. Visual
observations of the Crum Reservoir level are relayed to the Water Treatment Plant
" operators daily.

MCWD has approximately 174 miles of transmission and distribution mains ranging
in size from 2 to 16 inches. The distribution mains serve approximately 3,500 customers.
Typically, each customer is served from the main by a service line to a meter at the
property line. MCWD estimates. that it serves approximately 95 percent of the Martin
County population. The remainder of the county’s citizens is served by wells or other
means. ‘

MCWD is interconnected to three other systems:
+ City of Kermit, West Virginia (interconnected to the A system in the far

southeast end)

o City of Prestonsburg, Kentucky (mterconnected to the B system in the far-
southwest end)

s Mountain Water District (1nterconnected to the A side in the far southern

end)

MCWD is able to purchase water from or sell water to these interconnected systems.
There are no formal agreements regarding sales and purchases and the systems operate on
a “good neighbor” basis in cases of emergency. For example, at the time of this writing,
the Mountain Water District was serving approximately ninety MCWD customers from
its interconnection because the MCWD main to the customers was broken.
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MCWD has an agreement with Prestonsburg to jointly serve the prison near the Big

Sandy Airport. Both MCWD and Prestonsburg supply water to the distribution tank and
Prestonsburg distributes it to the prison and bills the customer. MCWD supplies about 25

million gallons per year to the prison.

Water purchases from the interconnected systems in recent years were as follows:
' Exhibit II-5

Prestonsburg

0

Mountain Water

2,701,000

Source: MCWD Lost Water Reports

No sales from MCWD to the other systems were noted.

IV.

Expected Improvement/Improvement Timeline

« Implemented within five years.
Cost/Benefit Analysis and Support

Cost Analysis

« None

Benefit Analysis

» A faster response to disruptions in service.

Cost/Benefit Summ

Category

One Time

Annual Recurring |

Cost -

0

0 ;

Benefits

0

0

Other Costs or Benefits

« None

Utility Response
Recommended Action

x_ Approved

Implementation Steps

Approved with Exception

Rejected
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Step 1: Expand the Crum Reservoir capacity by raising and repairing the dam
and/or dredging the reservoir.

» Response: The District is currently working with the Soil
Conservation District to obtain funding to dredge the reservoir.
Timeline: When funding becomes available.

» Person Responsible: General Manager

Step 2: Install a Crum Reservoir bypass (pipe and valves).

e Response: This process was in the planning stage, however due to
funding being cut, this has not been completed, When funding
becomes available this will be a number one priority. -

» Person Responsible: General Manager
Step 3; Expand the Treatment Plant capacity (in process).
= Response: An upgrade of the Treatment Plant to increase the capacity
was submitted for bids and all the bids were to high. The District is

seeking additional funds to cover the increase in cost to upgrade.
. Timeline: One year.

Step 4: Install a second line to the Clearwell tank.

« Response: A new 16” line has been proposed to replace existing
water line, Timeline: When funding becomes available.

. Person Responsible: General Manager
Step 5: Expand the Clearwell tank capacity (in process). -
¢ Response: When funding becomes available -
| ¢ Person Responsible: General Manager '
Step 6: Expand looping and valving of the transmission and distribution system.
» . Response: This _praétice is being utilized where practical.

e Person Responsible: General Manager

Step 7: Expand distribution tank capacities or add additional distribution tanks.

» Response: The District has initiated the first phase of increasing the
distribution’s tank capacity beginning with the Cleaiwell tank. The
second phase will be the Buck Creek tank and then the Coldwater
tank. Timeline: When funding becomes available.
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« Person Responsible: The Board and General Manager

VIIL Comments/Clarification of Intent

the new line is installed.

Consultant Name: Davidl Vondle
Discussion
Step 3: Expand the Treatment Plant capacity.

As an alternative to finding more money for the planned expansion, the
District should consider reducing the scope to fit the money available. As a
second alternative, it may be possible to redirect the available money to water
loss reductions which reduce the stress on the Treatment Plant capacity.

Step 4: Install a second line to the Clearwell tank.

The District should consider retaining and rehabilitating the existing line after
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II.

m‘

Replacement of Control Valves and Pressure Reducing Valves in the Distribution System

Martin County Water District
Management Audit Action Plan

Report Reference

o Chapter III
s Recommendation Number -1
e Priority - B

Recommendation Statement

1. Establish an in house capital program planning and management functions
staffed by one engineer. Alternatively, this capital program management and
function could be provided by a regional resource.

Background Findings

MCWD has an extensive capital program. The table below summarizes the current
and recently completed major projects.

Exhibit I1I-1
MCWD Capital Projects, Major Repairs and Improvements
Completed in the Last Five Years

e 1)

Completion of Raw Water Intake and Transmission Main from the Tug Fork to Crum Reservoir

Restoration and Maintenance of the Raw Water Intake Station

County Wide Telemetry System Providing Automated Control of Pumping Stations and
Monitoring of all Storage Tanks

Rehabilitation of Peter Cave Branch Booster Pumping Station

Replacement of Feed Line to Twin Water Storage Tanks

Cleaning, Sterilization and Return to Service of Twin Water Storage Tanks

Design of Reptacement of Four Inch Water Main to Pike County Line (Flood Damage)

Contract 12 - Water Main Extension Serving 230 Customers

Eden School Tank

KY 645 Water Main Extension, Booster Pump Station and Water Storage Tank .

Confract 14 - KY 40 Buck Creek Hill KDOH Water Main Relocation

Water Meter Replacement Program (Over 1,000 Residential Meters Replaced to Date)
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e  County Wide Fire Hydrant Evaluation, Flow Testing and Certification

« Contract 16 - Water Main Extension to New KDOH Maintenance Garage on KY 645

e Contract 17 - Water Main Extension to Correct Low Pressure at Eden Subdivision

* Evaluation and Inspection of Twin Tanks, Buck Creek Hill and Clearwsll Tank

e Upgrade of Otto Brown Booster Pumping Station to Correct a Flow Problem

e Installation of New Booster Pumping Station at Meathouse Branch to Correct Low Pressure
and Flow Problem

»  Security Vulnerability and Assessment and Emergency Response Plan Completed and
Submitted to EPA

* Replacement of Drive Unit in Clarifier Number 2 in the Water Treatment Plant

e Various Minor Plant Improvements Required by the PSC Order

Resoclution of Numerous Low Pressure a

A T e

* Upper Alpha Branch Water Main Replacement to Correct Low Pressure and Flow Problem

* Johnson Bottom Water Main Replacement to Correct Low Pressure and Flow Problem

o Water Treatment Plant Expansion and Improvements Phase | (Increases Capacity to 2.95
MGC per Day)

« Water Treatment Plant Expansion and Improvements Phase Il (Renovate Building and Eqt,
Add Offices and Conf Area)

¢ RD Phase | - Clearwell Tank Replacement - Single 300,000 Gallon Tank to Two 500,000
Tanks

s  Wolfe Creek Water Main and Services Replacement (To Reduce Water Loss)

+ Master Meter Insia_llation - 12 Distribution Master Meters

e RD Phase Il - Upgrade and Replacement of Buck Creek Hill and Stepp Water Storage Tanks

« KDOH Water Main Relocation at KY 3 and KY 645 (Will Correct Saltwell Branch Low Pressure
Problem)

e Resldential and Commercial Radio Read Meter Trial

¢ New Automated Billing System and Hardware

Source: MCWD Management Audit Kickoff Meeting Presentation confirmed by a letter from OBG

Summary details (start and completion dates, change orders, funding sources and
contractors) on these projects were unavailable.

Most of the MCWD capital projects are funded by grants. A small amount of capital
expenditures is funded by debt. MCWD capitalizes all capital expenditures regardless of
funding source and depreciates the assets. The following table shows the additions to

gross plant and donated capital (grants and contributions in aid of construction) in recent
years, :
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Exhibit ITI-2
MCWD Additions to Gross Utility Plant and Donated Capital
(in thousands)

Utility Plant $21,809 | $20,634 | $19,150 | $18415 | $18,240 | $17,987 | $17,040

Plant Additions 1,176 1,484 735 175 253 947 NA
Donated Capital (Contributions in

Aid of Construction in 2001and 17,294 16,721 14,966 14,198 13,997 13,880 12,651
2002)

Donated Capital Additions 573 1,755 768 201 117 1,229 NA

Source: MCWD Annual Reports to the PSC and BWG calculations

o Utility plant additions totaled $4.8 million for the last six years. Donated
capital / contributions in aid of construction totaled $4.6 million for the last
six years. As of the end of 2006, MCWD had just $2.5 million in long-term
debt on net plant of $14.8 million ($21.8 million gross plant less $7.0 million
accumulated depreciation and amortization). Depreciation and amortization is
not net of amortization of contributions-in-aid-of-construction.

The MCWD 2006 Budget lists state grant proceeds of $768 thousand in 2004
and $700 thousand and $850 thousand budgeted for 2005 and 2006,
respectively. .

MCWD has successfully addressed several of the KPSC concerns with its
water provisioning process through its recent capital program.

MCWD customer demand forecasting, system planning, capital project
identification and prioritization, capital budgeting, capital program
development and funding management resources are not adequate.

Capital projects are not identified and prioritized properly.

» The past and current capital program has focused on system expansion over
water loss reduction.

Current capital funding does not adequately support needed capital programs.

IV. Expected Improvement/Improvement Timeline/Baseline

e A hope for better access of funding and may support Big Sandy ADD in better
application for funds. Timeline: 6 months

V. Cost/Benefit Analysis and Support
Cost Analysis

e No cost for planning
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Benefit Analysis

¢ Help to prioritize needs toward funding

Company Response

Recommended Action

Approved __X  Approved with Exception Rejected

We agree that a Capital Program needs to be established, but do not agree that
an in house engineer is necessary. We currently work with engineers through

a contractual basis and they work closely with Big Sandy ADD toward capital
projects deemed necessary by board approval.

Implementation Steps

This is alread)'( in progress.

Comments/Clarification of Intent

Coilsultant Name: David Vondle
Discussion

An engineer should be hired or a regionally provided engineering function
should be established. In addition to establishing the capital management
process and managing the capital program, the engineer would be expected to
increase capital funding from the several available sources and provide
maintenance engineering assistance to the treatment and distribution sections.
The District does not have adequate in-house capacity or expertise to achieve
these objectives. An in-house engineer or regionally provided engineering
function is required. A portion of the cost of the in-house engineer or regional
engineering service can be charged to capital projects.
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Martin County Water District
Management Audit Action Plan

L Report Reference
Chapter -- 111

Recommendation Number -- 2
Priority — A

1L Recommendation Statement

2. As practical, prioritize water loss reduction programs over system expansion
programs until water losses are reduced to 15 percent or less. (Reference
Findings 3 and 4)

III. Bac

3

The 2007 IED grant money should be applied first to installing in-line
master meters and pinpointing water losses by main.

After the water losses have been pinpointed, consider a service line leak
repair / replacement program rather than a combined main and service line
replacement program where practical. Service line repair/replacements
are estimated to cost $400-500 each. Repairing or replacing all 3,500
service lines (which is not necessary) would likely cost less than $1.5
million. However, in some cases, it is impractical to fix the service line
without repairing or replacing the main.

und/Findin

Capital projects are not identified and prioritized properly. (Final Report page
111-6)

The last capital program planning effort was the Capital Improvement
Plan developed by OB&G in June 2003. This plan included
recommendations and cost estimates for capital improvements in the water
treatment plant, Crum Reservoir, telemetry system, meter replacements,
storage tank renovations, and water main replacements. Several of the
projects have been completed and others are in process. However, the
plan has not been updated since it was first written.

There is no formal capital budget.

There is no formal capital program planning process.

There is no customer demand forecast or long-term system plan.
Capital projects are suggested by many sources, including:

- MCWD employees

- MCWD Board Members
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IVI

V.

— MCWD customers

— Kentucky DOW professionals
— " OB&G professionals

— Big Sandy professionals

The availability of funding strongly impacts the capital projects selected

for implementation. Certain funds can only be used for certain types of
projects. When those funds are available, the applicable projects are
implemented.

The Board members informally evaluate all potential capital projects and
select the ones to be implemented based upon funding availability and
their collective judgment.

4, The past and current capital program. has focused on system expansion over
water loss reduction. (Final Report page ITI-6)

As noted in Chapter II, Water Provisioning Process, unaccounted for water
losses are, and have chronically been, exceptionally high. This results in
higher than necessary O&M costs for pumping, treatment chemicals and
operations, and leak repairs.

Prior Boards exhibited a bias towards capacity expansions over water loss
reduction projects.

Many of the past and planned capital projects are for system capacity
expansion rather than for water loss reduction, for example:

— Contract 12 Water Main Expansion

— Contract 16 Water Main Expansion

- Cﬁx;tract 17 water Main Expansion

— Water Treatment Plant Expamiion (planned)

— Clearwell Tank Replacement and Expansion (Planned)

While MCWD has a clear mission to serve all Countir citizens, its
prioritization of projects has been out of balance. It has continued to
expand capacity before the major water loss problems have been solved.

Expected Improvement/Improvement Timeline

¢ Decease in water loss and increase in revenues to be an ongoing process.

Cost/Benefit Analysis and Support

Cost Analysis

No cost for planning.

- Benefit Analysis -
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Cost/Benefit Summa
QOther Costs or Benefits

» None
Utility Response
Recommended Action

Approved with Exception Rejected

_ X Approved .
¢ We agree that accomplishing this goal would be great!
Implementation Steps

Step 1: The 2007 IED grant money should be apphed first to mstallmg in-line
master meters and pinpointing water losses by main,

» Response: The board has approved this and Bid Packages are being
prepared.

¢ Person Responsible: Board of Commissioners
Step 2: After the water losses have been pinpointed, consider a service line leak
repair replacement prograin rather than a combined main and service line
replacement program where practical.

¢ Response: MCWD aprees that this should be done.

o Person Responsible: General Manager

Comments/Clarification of Intent
s Consultant Name: David Vondle
« Discussion

Good management response.
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Martin County Water District
Management Audit Action Plan

L Report Reference
. Cﬁapter = \4

s Recommendation Number -- 1
s Priority-B

II. Recommendation Statement

1. Improve procedures to identify theft of service..(Refers to Finding No. 4)

III. Bac

Provide incentives to meter readers and other District employees to
identify thefts of service that lead to the recovery of amounts owed to the
District. '

Use the County Attorney to recover amounts owed for the theft of service
and publicize the District’s intent to do so.

Use the 2007 Martin County enhanced 911 GIS/GPS initiative to identify
prem1ses receiving District-supplied water who are not being billed for
that service. .

und/Findings®

4. Procedures to identify theft of service are incomplete.

Meter readers will report suspected theft of service based on evidence of
meter tampering or neighbors reports. These reports are promptly
investigated.

Customers found to have been involved in theft of service are not
prosecuted. According to the County Attorney, he would be pleased to
assist the District with the prosecution of these cases and at no cost other
than court fees to the District.

District employees receive no financial incentive for the detection of theft
of service and recovery of lost revenues.

The County’s enhanced 911 service, which will be implemented in 2007,
provides an opportunity to confirm who is receiving District-supplied
water, This information could then be matched against District billing
records to identify theft of service.

Based on interviews with District personnel, it does not appear that theft
of service is a major contributor to the water loss problem. However, in
addition to the use of “cheater” bars to bypass residential water meters

2 See Final Report, pages IV-3 to IV-4
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IVI

there are anecdotal reports of improper use of water from fire hydrants,
that is, other than use by the fire departments.

Expected Improvement/Improvement Timeline

o Implemented within one year

. Cost/Benefit Analysis and Support

Cost Analysis

= Incentives paid to meter readers and other District employees to identify
thefts of service that lead to the recovery of amounts owed to the District.
' (These amounts will be directly offset by collections of amounts owed)

o Court fees associated with using the County Attomey to recover amounts
owed for the theft of service ' ’ .

o There will be no incremental costs associated with publicizing the
District’s intent to prosecute thefts of service.

Benefit Analysis
s Collections of amounts owed for theft of service
» Reduction of thefts of service going forward

CosUBeneﬁt Summary
Category One Time Annual Recurring
- Cost — Court Fees $0 $1,000
Cost - Incentives - $0 $5,000
Benefits - Recoveries $0 $10,000
Other Costs or Benefits
e None

Utility Response

Recommended Action

__x  Approved ___ Approved ﬁth Exception ___ Rejected
Implementation Steps

Step 1: Provide incentives to meter readers and other District employees to
identify thefts of service that lead to the recovery of amounts owed to the District.

= Response: Offer to pay the meter readers or District employees a
reward of 10% or $25.00 for the recovery of amounts owed the
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District, this would be for each occurrence. This would need Board
approval. Timeline: Ninety days.

» Person Responsible: Office Manager

Step2: Use the County Attorney to recover amounts owed for the theft of setvice
and publicize the District’s intent to do so.

e Response: The District will discuss the proceﬂures with the County
Attorney and initiate this procedure immediately. Timeline:
Immediately

o Person Responsible: General Manager

Step 3: Use the 2007 Martin County enhance 911 GIS/GPS initiative to identify
premises receiving District-supplied water who are not being billed for that
service.

+ Response: Once enhanced 911 system is implemented, MCWD will
begin to determine theft through use of this system. Timeline:
Completion of 911 system

» Person Responsible; Office Manager
VIII. Comments/Clarification of Intent

+ Consultant Name: Joel K. Jeanson
o Discassion

Step 1 should be clarified to indicate whether the $25 is a minirhum or
maximum payout.
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Martin County Water District
Management Audit Action Plan

I Report Reference
e Chapter -1V
e Recommendation Number -2
L Priority -B

II. Recommendation Statement

2. Establish procedures and take action necessary to assure compliance with
MCWD Tariff Sheet No. 19. (Refers to Finding No. 2)

. Backgrounleinding’

10. Controls are generally adequate to ensure the accuracy of customers’ bills
except that procedures to monitor for high usage may not be in comphance
. with the District’s tariff,

» Tariff Sheet 19 requires the District to monitor customer usage at least
annually and, if usage is 100 percent or more above historical levels, test
that meter for registration error. '

1V,  Expected Improv-ementg!mgrovement Timeline
» Implemented within one year

V. Cost/Benefit Analysis and Support

Cost Analysis
« Programming costs associated with exception reporting high usage
» Meter testing costs
Benefit Analysis
« Compliance with Tariff Sheet 19
« Increased customer satisfaction

Cost/Benefit Summa
i : Category One Time Annual Recurring |
e . Costs — Programming $500 $0
o Costs — Meter Testing $0 $500
1 ' Benefits $0 $0

* See Final Report, page IV-3
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- Other Costs or Benefits

VI. VUiility Response

Recommeqded.Action
x_ Approved ' Approved with Exception ___Rejected
VII. . Implementation Steps ‘

Step 1: Establish procedures and take action necessary to assure compliance with
MCWD Tariff Sheet No. 19. (Refers to Finding No. 2)

o Response: The District developed a plan to replace all meters in the
system. The District purchased one thousand (1000) meters and
replaced the first one thousand (1000) meters. Tracking the customer
usage was to begin with those meters, however, a change of
Management occurred and this did not happened. Procedures will be
put into effect to ensure compliance with the Tariff Sheet No. 19. The
new software billing system is now in place and this will be completed
once we have one year’s data. Timeline: November 2008.

« Person Responsible: Office Manager

VHI. Commenis/Clarification of Intent

'+ Consultant Name: Joel F. Jeanson
 Discussion

It would be helpful to provide an outline of what will be included in-the
procedures. Also, the process by which the new billing system will be used to
test for high usage should be described. If the new billing system must be
enhanced to perform the needed tests for high usage, the plan to add that
functionality should be described.

-
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Martin County Water District
Management Audit Action Plan

L. Report Reference

¢ Chapter--IV
» Recommendation Number -- 3
e Priority— A '

L. Recommendation Statement

3. Improve collection of past due accounts. (Refers to Finding No. 5)

Change credit policy so that responsibility for the payment of water bills
remains with the landlord rather than with the tenant for rental properties.

‘This will help reduce the number of uncollectible accounts going forward.

Send disconnect notices to those customers who have not paid their bills
on time as allowed by Commission-approved rules and regulations.

Use the County Attorney to recover delinquent past due accounts.

III. Backeround/Findings®

5. Procedures to collect past due accounts are inadequate.

CSRs check past due accounts receivable for customers applying for new
service and will not prepare a work order for service to be turned-on
without having first collected the past due balance (or made payment
arrangements for the collection of the past due balance) and a meter
deposit.

The District has not sent out disconnect notices for six months. As a
result, no customers have had their service disconnected for non-payment
during that time.

Recently, the Dlstrict has started printing notices on bills that past due
accounts may be shut-off for non-payment. According to the Office
Manager, this has prompted some customers to, pay past due balances.
Printing this notice avoids the cost of mailing a separate disconnect notice,
but does not satisfy Commission requirements for notification prior to
actual physical disconnection for non-payment.

The District does not call customers in an attempt to collect past due
balances and does not turn accounts over to collection agencies.

Tenants rather than landlords are generally respon51ble for water bills in
rental properties.

“ See Final Report, page IV-4
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e The County Attorney has indicated & willingness to prosecute individuals
" for non-payment of bills.

Expected Improveméntl[mgrovement Timeline

¢ Implemented within one to two years

Cost/Benefit Analysis and Support

Cost Analysis -

e Legal costs associated with changing credit pblicies and developing
landlord agreements. These costs could be avoided if the County Attormey
is used to provide these services. ‘

e Costs (including printing and postage) to maﬂ disconnect notices. The
new Customer Information System should have the capability to print
disconnect notices). '

e Court fees associated with using the court system to recover past due
accounts receivable. .

Benefit Analysis
s Reduced bad debt expenses

« Improved cash flows

Cost/Benefit Summary
Category One Time Annual Recurring |
. Costs —Legal Fees $0 ' $0
Costs — Mailing _ $0 $1,800
Benefits $0 . $18,000

Other Costs or Benefits
Utility Response
Recommemied Action
| x _Approved ___ Approved with Exception ___ Rejected

Implementation Steps

Step 1: Change credit policy so that responsibility for the payment of water bills
remains with the landlord rather than with the tenant for rental properties.

» Response: The PSC informed the District that this was not legal and
we could not do this.
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o Person Responsible; General Manager

Step 2: Send disconnect notices to those customers who have not paid their bills
on time as allowed by Commission-approved rules and regulations.

» Response: The District has implemented this procedure effective May
2007.

- » Person Responsible: Office Manager
Step 3: Use the County Attorney to recover delinquent past due accounts.

. Resp'onse: The County Attorney has assured the District that he will
assist in any way he can to help with the past due accounts. Timeline:
Immediately '

o Person Responsible: General Manager

VIL. Comments/Clarification of Intent

o Consultant Name: Joel F, Jeanson
¢ Discussion '

‘No comment, assuming the policies and procedures have been updated in
writing for both the sending of disconnect notices and for the use of the
County Attorney.

~ More detail should be provided on how the District intends to use the
County Attorney to recover delinquent past due accounts.
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Ma-rﬁn County Water District
Management Audit Action Plan

1. Report Reference
e Chapter--1V
¢ Recommendation Number — 4
e Priority—-C

II. Recommendation Statement
4, Improve meter reading controls. (Refers to Finding No. 6)

e Perform periodic rotation of meter reading routes.

e Develop and implement monthly . performance reporting and analysis
processes.

» Perform supervisory test inspections of meter readings, including meters not
read.

1. Background/Findings

6. Meter reading controls are inadequate.

Meter reading routes are not rotated and meter readings are not spot- :
checked by supervisors for accuracy.

Prior meter readings are shown in the meter reading book which provides
an opportunity for meter readers to ‘curb® meter readings. Curbing refers
to the practice of entering a meter reading into the meter reading book
without having actually read the meter. However, there is no evidence
that suggests that the curbing of meter readings is occurring.

The Office Manager requested in October 2006 that meter readers write an
explanation in the meter reading book when unable to obtain a meter

.reading. While this information will be valuable in monitoring meter

reading performance, the information has not been compiled since October
due to a lack of resources. In addition, no specific action has been taken
based on the information reported for October.

— In October 2006 70 A-Section meters, or 5 percent of all A-Section
meters, were not read and 46 B-Section meters, or 2 percent of all B-
Section meters were not read.

- All B-Section no-reads were explained with only one meter not read
because it could not be located. Sixty-one percent of all A-Section no-
reads did not have an explanation, and of the unread meters with an
explanation, over one-half were because the meter could not be
located.
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« Routine reporting and analysis of meter reading performance does not
include monitoring the percentage of meters read by meter reader by
month, the percentage of meter reading errors per meter reader per month,
and the identification of the number meters not read by reason (e.g., can’t

find, hazardous condition, covered by water).

IV. Expected Improvement/Improvement Timeline

» Implement within one year
« Develop guidelines for the meter readers to follow.

V. Cost/Benefit Analysis and Support -

Cost Anélxsis
Benefit Analysis
Cost/Benefit Summary

Category

One Time

- . Annual Recurring

Cost

0

0

Benefits

0

0

. Other Costs or Benefits

VL Utilj!:x Response

Recommended Action

Xx__ Approved __ Approved with Exception Rejected

VII. Implementation Sieps

Step 1: Perform periodic rotation of meter reading routes.

¢ Response: Guidelines will be developed and implemented August 2007.

o Person Responsible: Office Manager

Step 2: Develop and implement monthly performance reporting and analysis

process.

s Response: Guidelines will be developed and implemented by August

2007.

» Person Resgonsible: Office Manager.

Step 3: Perform supervisory test inspections of meter readings, including meters

not read,
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» Response; Guidelines will be developed and implemented by August
2007.

VIII. Comments/Clarification of Intent
e Consultant Name; Joel E. Jeanson

¢ Discussion

.No comments, but would sugéest that the guidelines be provided to the PSC
when completed. "
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Iv.

V.

Mariin County Water District
Management Audit Action Plan

Report Reference

e Chapter ~IV

e Recommendation Number -- 5
s Priority—C

. Recommendation Statement

5. 'Provide meter readers additional tools to complete their routes txmely and
safely. (Refers to Finding No. 5)

» Provide hand pumps for the removal of Water from meter pits
» Provide devices {e.g., pepper spray) that can be used to protect the meter
readers from hazardous situations

Backg;ounleindingg

5. Meter reading costs are slightly below the mdustry average, and can be further
reduced.

e Meter readers do not have alI theé tools needed to complete thelr routes
timely and safely.

~  Meters readers do not have hand pumps for the removal of water from
meter pits

- Meter readers do not have devices (e.g:, pepper spray) that can be used
to protect the meter reader from bazardous situations

' Expected Improvement/Improvement Timeline

e Implement when funds become available

Cost/Benefit Analysis and Support

Cost Analysis

« Costs of hand pumps and pepper spray (or equivalent)

Benefit Ana]xsns
* Reduced workers compensation costs ,

» Improved employee safety and satisfaction

Cost/Benefit Summary
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Category One Time Annual Recurring
Costs — Hand Pumps | $100 $0
Costs — Pepper Spray _ %0 $200
Benefits 30 $0

Other Costs or Benefits

VI.  Utility Response

Recommended Action

__X_Approved Approved with Exception Rejected

VIL Implementatioﬁ Steps
Step 1: Provide hand pumps for the removal of water from meter pits.

» Response: The District agrees the recommendation, Timeline:
~ August 2007 or when funds become available.

» Person Responsible: General Manager

Step 2: Provide devices (e.g., pepper spray) that can be used to protect the
meter reader from hazardous situations. -

» Response: The District agrees the recommendation. Timeline:
August 2007 or when funds become available,

VIII. Comments/Clarification of Intent
o Consultant Name: Joel F. Jeanson
» Discussion

The timeline should mean no later than August 2007, and sooner if funds
become available. This should be a relatively low cost recommendation.
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Martin County Water District
' Management Audit Action Plan

Report Reference

e Chapter-IV

o Recommendation Number -- 6
e Priority—-C

" Recommendation Statement

6. Consider implementing cycle billing to shorten the meter reading-t6-billing
cycle and improve cash flows to the District. (Refers to Finding No. 8).

Background/Findings

8. The meter reading-to-billing cycle does not maximize cash flow to the
District. '

o Meters are read from approximately the 15™ to the 29" of each month and
are billed at month-end.

« For meters read on the 15™, it is over two weeks before those accounts are
billed. '

» Cash flow could be improved

Expected Improvement/Improvement Timeline

s Evaluate

Cost/Benefit Analysis and Support

Cost Analysis _
» Programming costs associated with changing bill due dates.

Benefit Analysis
o Improved cash flows

Cost/Benefit Summary
Category One Time Annual Re.curring
Costs ~ Programming $500 - - $0
Benefits — Cash Flow . $0 $4,000

QOther Costs or Benefits
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V1. Utility 'Respggsg

Recommended Action

Approved X Approved with Exception Rejected

VII. Implementation Step

Step 1: Consider implementing cycle billing to shorten the meter reading-to-
billing cycle and improve cash flows to the District. (Refers to Finding No. 8).

o Response: The District will need to evaluate the cost to implement
this procedure

» Person Responsible: General Manageij
VIII. Comments/Clarification of Intent
s Consultant Name: Joel F. Jea-nson

o Discussion
The evaluation process and timeframe should be spelled out more clearly
together with defining a process for reporting the status of the evaluation to
PSC staff. '
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Martin County Water District
Management Audit Action Plan

1. Report Reference

o Chapter -1V
s Recommendation Number — 7
» Priority—-C

1L Recommendation Statement

7. Consider implementing bi-monthly meter reading for residential -
customers while continuing to bill customers monthly, (Refers to Finding
No.7} . :
III. Backpground/Findings

7. Meter reading costs are slightly below the industry average, and can be
further reduced,.

o The District pays approximately $0.81 per meter reading, including labor
and transportation costs.” The water industry average based on a 2005
study is $0.82 per meter reading for comparable costs.

o The District’s difficult terrain and lack of density suggests that costs to
read meters should be higher than the industry average.

» The District attempts to read each meter monthly.

- Water utilities commonly read residential meters less frequently
than monthly. In some jurisdictions, meters are read bi-monthly or
quarterly.

- These utilities may then bill customers coincident with the meter
readings or bill customers monthly using estimated meter readings
in those months in which actual reads are not obtained.

IV. Expected Im-grovement-ﬂmp_rovement‘Timeline
¢ Timeline: December 2007

V. Cost/Benefit Analysis and Support
© Cost Analysis
Benefit Analysis
Cost/Benefit Summary

3 BWG calculation based on payroll documents provided by the District,
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Category One Time Annual Recurring |
Cost 0 0
Benefits 0 0
Other Costs or Benefits

VI. Utility Response

Recommended Action
Approved X_ Approved with Exception ____Rejected

VII. Implementation Steps

» Step 1: Consider implementing bi-monthly meter reading for residential
customers while continuing to bill customers monthly

e Response: The District will mveshgate and evaluate this
method. However, at this point, funding this process could be a,
problem.

o Person Responsible: General Manager

' VIIL. Comments/Clarification of Intent

) Consultaht Name: Joel F. J eanson-
o Discussion

The nature of the perceived funding issue should be discussed in more detail.
The new billing system should have the capacity to render a bill based on an
estimated meter read. Implementation steps should include testing the new
billing systems ability to render a reasonable estimated bill.
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Martin County Water District
Management Audit Action Plan

L Report Reference
« Chapter ~1IV
. * Recommendation Number - 8§
e Priority—-C

II. Recommendation Statement

8. As services are replaced, those meters located in difficult to read locations
should be moved to locations that are less difficult to reach and placed in a

consistent manner relative to the main and customer’s premlses (Refers to
Finding No. 7)

IIl.  Background/Findings

7. Meter reading costs are slightly below the industry average, and can be further
reduced.

o The District pays approximately $0.81 per meter reading, including labor
and transportation costs.” The water industry average based on a 2005
study is $0.82 per meter reading for comparable costs.

e The District’s difficult terrain and lack of density suggests that costs to
read meters should be higher than the industry average.

¢ Some meters are difficult to locate and _reach due to the inconsistent
placement of meters and the terrain in which those meters are located.

IV.  Expected Improvement/Improvement Timeline
o Timeline: September 2007.

V. Cost/Benefit Analxsi§ and Support
Cost Analysis
Benefit Analysis

Cost/Benefit Summary

Category __One Time Annual Recurring
Cost .0 0
Benefits - 0 0

Other Costs or Benefits

$BWG calculation based on payroll documents provided by the District.
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VL.  Utility Response
Recommended Ac.tion
___x_Approved ___  Approved with Exception _ _ Rejected
VII. Implementation Steps |
Step 1: As servic;as are replaced, those meters located in difficult to read
locations should be moved to locations that are less difficult to reach and

placed in a consistent manner relative to the main and customer’s premises.
(Refers to Finding No. 7)

o Response; Adopta policy to insure that the majority of taps made are
placed in a consistent pattern. Timeline: September 2007

s Person Responsible: General Manager and Distribution Supervisor
VIIL. Comments/Clarification of Intent |
« Consultant Name: Joel F. Jeanson
 Discussion |

No comment
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Martin County Water District
Management Audit Action Plan

I. Report Reference

Chapter -- IV
Recommendation Number -- 9
Priority - C

II. Recommendation Statement

9. Complete a cost-benefit study of AMR prior to making further investments in
AMR technology. (Refersto Fmdmg No. 13)

III. Backeround/Findings

13. While likely to provide some beneﬁts it is unlikely that the AMR pilot project
can be cost-justified if the expendlture was based on borrowed or revenue-
generated funds.

The District has contracted for the instatlation of 400 AMR devices at a cost
of $94,500.

The AMR pilot program is totally funded by grants. As a result, there was
no cost-benefit study prepared to justify this expenditure.

This meter requires that a meter reader drivé by in order to pick-up the radio
transmitted meter reading, thus resulting in some efficiency gains.

The meters to be installed will be more tamper-proof, will generate a
“tamper notice™ if the wire is -disconnected, and even if the wire
disconnected, the meter will continue to record water consumption.’
Therefore, the AMR devices will be more effective against theft-of-service
than the current meters.

IV. Expected Improvement/Improvement Timeline

Timeline: This process will be on-going as funding becomes available.

V. Cost/Benefit Analysis and Support
Cost Analysis
Benefit Analysis
- o The District will be able to detect theft of service easier.

Cost/Benefit Summary

7 Based on discussion with the Sensus area representative for Wisconsin and Minnesota on January 29,

2007.
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Category One Time Annual Recurring
" Cost . 0 0
Benefits 0 0
Other Costs or Benefits

VI, Utility Response

Recommended Action

x__ Approved Approved with Exception Rejected
VIIL. Implementation Steps '

_Le;p____ Complete a cost-benefit study of AMR prior to making further investments
in AMR technology. (Refers to Finding No. 13)

e Response: The District has purchased 326 AMR with grant monies.
The sttnct will evaluate the benefits of these meters and decide on
_ the next step whether to invest more money in this technology.
Timeline: December 2007

o Person Responsible: Board and General Manager

VIII. Comments/Clarification of Intent
¢ Consultant Name: Joel F, Jeanson
¢ Discussion

A step should be added to consider alternative uses for grant monies when
making the investment decision. '
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Martin County Water District

I.  Report Reference
e Chapter -- IV

. Recommendahon Number w10

- o Priority-C

II. Recommendation Statement

Management Audit Action Plan

10. Process customer paymenté on the day received so the payments are posted to
the District’s account on the day received. (Refers to Finding No. 13)

. HI. Backeround/Findings

13. Customer payments could be processed more quickly, thereby makmg cash

available sooner for bill payment and other District needs.

¢ Since moving to the new customer service office, mail is now delivered by
the United States Postal Service at 2:30 PM rather than in the morning, as
was the case at the former location.

« Customer payments that arrive in the 2:30 PM mail are processed the next

day.

¢ After processing, customer payments will be taken to the bank for deposit,
However, the bank deposit will be made at 4:00 PM, after the 2:30 PM
bank cut-off for same day posting.

» As a result, for example, payments delivered by mail on Tuesday will be
processed and deposited on Wednesday but not posted to the District’s

account until Thursday.

IV. Expected Imnrovementﬂmprovément Timeline

» Timeline: Within one year

Y. Cosi/Benefit Analysis and Support
. Co§t Analysis

. » Benefit Analysis

- e Cost/Benefit Summary

Category One Time Annual Recurring
Cost 0 0
Benefits 0 0
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o Other Costs or Benefits
V1. Utility Response

Reédmmenged Action
Approved X ___ Approved with Exception Rejected
V1L Implementation Steps ‘ .

Step 1: Process customer payments on the day received so the paymehts are posted
to the District’s account on the day réceived. (Refers to Finding No. 13) :

» Response:' The District’s account at the bank is a non-interest bearing
account. The District attempts to process all payments on the day they
arrive, however, during the busy part of the month, this does not always

" happen. C

. Persbn Responsible: Office Manager

VI CommentsI'Clariﬁcation of Intent

s Consultant Name; Joel F, Jeanson
« Discussion

This response does not appear to respond to the issues identified in the finding
and recommendation.
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Martin County Water District
Management Audit Action Plan

I Report Reference

» Chapter--V
¢« Recommendation Number -- 1
° Priority -A

II. Recommendation Statement

1. The District should file a rate case with the Kentucky Public Service
Commission.

III.  Background/Findings

Exhibit V-4
Fiscal 2007 Budget Comparison

Operating Revenues $1,440,000 | $1,135,790 | $1,597,000 S 57,000 $461,210
&M Expenses

Salaries and Wages 575,000 431,633 600,000 25,000 168,367
Employee Pensions and Benefits 118,700 + 102,793 1 13.;100 0 15,907
Purchased Water 14,000 8,688 12,000 {2,000) 3312
Purchased Power 180,000 179,697 |- 190,000 10,000 10,303
Chemicals 40,000 51,187 60,000 20,000 8,813
Materials and Supplies 85,000 54,430 90,000 5,000 36,570
Contractual Services - Engineering 0 0 0 0 0
Contractual Services - Accounting 39,000 39,050 39,000 0 (50)
Contractual Services - Legal 3,000 0 3,000 0 3,000
Contractual Services - Testing 13,000 17,807 30,000 17,000 12,193
Contractual Services - Other 20,000 5,734 10,000 (10,000) 4,266
Rental of Building and Equipment 4,000 2,000 10,100 6,100 8,100
Transportation Expenses 30,000 28,278 35,000 5,000 6,722
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Insurance — Vehicle

Insurance — General Liability 24,000 20,457 265,000 1,000 4,543
Insurance — Workers' Comp 30,000 21,584 30,000 0 8,416
Insurance — Other 35,000 4,907 10,000 (25,000) 5,003
Advertising 1,000 520 2,000 1,000 1,480
Bad Debt Expense 22,000 24,631 26,000 4,000 | 1,369
Miscellaneous Expenses 20,000 23914 25,000 5,000 1,086
1,264,230 | 1,032,404 | 1,326,300 62,070 293,896

| wmme|  iosase| amomo|  essw|  teram

535,000 552,015 530.,000 25,000 7,985

Taxes Other Than Income Taxes 42,000 35,069 47,000 5,000 1 1,9_31
Interest Income 400 748 500 100 (248)
Interest Expense 110,500 115,644 115,700 5,200 56
Nounem 7 ‘511,330) ; (sn,sse) : [451500) | sess0| 147,096
Capital Contributions 850,000 572,740 | 1,250,000 400,000 677,260
" Assets s(2s856) | 798500 | 3450830 | 624356

Source Budget Summary of Martin County Water District

Fiscal 2007 budgeted revenues exceed Fiscal 2006 actual revenues by 40.6 percent.
Fiscal 2007 budgeted operating expenses exceed Fiscal 2006 actual operating expenses
by 28.5 percent and Fiscal 2006 budgeted expenses by 4.9 percent. The budgeted Net
Loss for Fiscal 2007 is 24.6 percent less than the actual Net Loss for Fiscal 2006. The
increase in operating revenues is due to the anticipated rate increase associated with the

RD loan.

Compared to Fiscal 2001 actual results, the compound annual growth rate for
revenues is 8.7 percent and for operating expenses is 11.2 percent.

VI. Expected Improvement/Improvement Timeline/Baseline

« Within one year based on financial reports indication MCWD is in the red.

VIIL
Cost Analysis

Cost/Benefit Analysis and Support
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VIIL

e An increase will be beneficial in many wayé. A Rate Case will help in
determining this.

Benefit Analysis

» The district is in a financial crunch and additional funds are
desperately needed in order to continue to function.

Cost/Benefit Sﬁmmagz
Other Costs or Benefits

Company Response

Recommended Action .
___X Approved ______Approved with Exception ___ Rejected
¢+ MCWD agrees with the recommendation and plans to implement as
intended.
Implementation Steps

Step 1: Place Rate Case Analysis on the next MCWD Board agenda and
determine if Board is willing to do so.

o Person Responsible: Board of Comm1ss:oners and General Manager
Timeline: May 21, 2007,

Step 2: Pending Board approval, send a letter of request to PSC for Rate Case
Analysis,

o Person Responsible: Joe Hammond Timeline: May22, 2007

Step 3: Pending response from PSC, schedule a time for completing a rate case.

o Person Responsible: Board of Commissioners and General Manager
Timeline: Pending PSC Approval

Comments/Clarification of Intent
e Consultant Name: Joel F. Jeanson

o Discussion

No comment assuming the actions to be taken in May occurred as described.
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II.

1L

Martin County Water District
Management Audit Action Plan

Report Reference

Chapter -V
Recommendation Number -- 2
Priority — A

Récnmmendation Statement

2. Clearly define the roles of the Commissioners and General Menager. The
definitions should be explicit as to the scope and limits of authority, the types
of decisions that can be made, and areas of responsibility. (Refers to Finding
No. 3)

Change the District’s management and govemnance. processes so that the
General Manager has responsibility for all functional areas, including
finance and accounting and customer service. (See Recommendation No.

7)
Clearly define decision making responsibilities for the following:

~ Personnel matters (e.g., hiring and firing, authorizing overtime, pay
raises for individuals, benefits)

- Financial decisions (e.g., spending authorization, limits on the ability
to commit the District to coniracts, spending outside the budget)

- Operatmg decisions (e.g., setting construction and mamtenance
priorities) ’

Expand the District’s Fiscal Policies to fully define the role of the General
Manager including roles related to budget development and approval
variance analysis, and disbursement approval.

The objective is to eliminate any overlap between the Board and the
General Manager. The General Manager should have full authority for all
decisions in his areas of responsibility, with the Board providing after-the-
fact oversight.

l"_)‘ackguunleindings

3. The roles and responsibilities of the General Manager. and Board of
Commissioners are not clearly defined and the organization is not
appropriately structured as the District evolves from its crisis mode of
operations.

¢ The current organization structure in which all functional areas do not

report to the General Manager and in which members of the Board of
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VL

VIL

Commissioners have significant hands-on involvement in the day to day
operations of the District is not typical in the utility industry.

e As noted in Chapter One, many' significant problems facing the District
over the past few years have been fixed in large part by the active
participation of the individual members of the Board of Commissioners.

o . Given that so many of these problems have been resolved, the District
should evolve back to a more traditional organization and management
structure for the day-to-day operations of the District. That is, an
organization structure in which all fanctional areas report to the Genetal
Manager and the Board of Commissioners becomes an oversight body
rather than one involved in the day-to-day activities of the District.

s The General Manager does not currently direct accounting and finance and
customer service activities (i.e., the business office activities).

Expected Improvement/Improvement Timeline/Baseline

s Implemented immediately based on the need for a more standard organization.

CoéﬂBenefit Anal!sfs and Support
* Cost Analvsis
» No cost necessary

Benefit Analysis

» Better communication with the General Manager regardlng financial
expenditures .

Cost/Benefit Summary
Other Cosis or Benefiis

C;lmganz Resgonée

Recommended Action ‘

___x_Approved ____ Approved with Exception _____ Rejected
Because of the current financial strain, the district works very closely with our
accounting firm to prioritize bills to be paid and orders to be processed. The

manager will need to continue to do this until we are in a beiter financial status.

MCWD agrees with the recommendation and plans to implement as intended.

Implémentation Steps
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Step 1t

Step 2:

Step 3:

Change the District’s management and governance processes so that the
General Manager has responsibility for all functional areas, including
finance, accounting and customer service. (See Recommendation No. 7)
The district will begin to address all issues through board meetings
involving the General Manager.

+ Person Responsible: Board of Commissioners and General Manaéer—
Timeline: Immediately <
Clearly define decision making responsibilities for the following:

— Personnel matters (e.g., hiring and firing, authorizing overtime, pay
raises for individuals, benefits)

~ Financial decisions {e.g., spéndir{g authorization, limits on the ability
to commit the District to contracts, spending outside the budget)

- Operating decisions (e.g., setting construction and maintenance
priorities)

» Person Responsible: Board of Commissioners and Joe Hammond
Timeline; Immediately

Expand the District’s Fiscal Policies to fully define the role of the
General Manager including roles related to budget development and
approval, variance analysis, and disbursement approval.

s Person Responsible: Board of Commissioners and General Manager
Timeline: Immediately -

VYIII. Comments/Clarification of Intent

Consultant Name: Joel F. Jeanson

Discussion

No comment
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- Martin County Water District
Management Audit Action Plan

1. Report Reference
o  Chapter -V _
e Recommendation Number -3
e Priority—-C

I. Recommendation Statement

3. As soon as funding is available, begin to pay the members of the Board of
Commissioners salaries based on guidelines provided by Kentucky
Administrative Regulations. (Refers to Finding No. 4)

III. Backpround/Findings

4. The members of the Board of Commissioners are not properly compensated
« for services provided. ) ' '

s Board members receive no compensation from the District.

o Board members view the services they provide to the District as a
personal and civic responsibility. These services and the level of effort

expended by the current Board on behalf of MCWD ratepayers has been
‘ significant. '

s MCWD ratepayers should not expect that Commissioners continue to
provide these services on a volunteer basis.

IV.. Expeected Improvement/Improvement Timeline/Baseline -

"« Implemented within three years based on the fact that rates have not
increased and current funding is needed to keep operations running;

V. Cost/Benefit Analysis and Support

Cost Analysis

o This would need to be determined by the Board of Comimissioners
when funding is available.

Benefit Analvsis

» [If the operation is financially successful, these positions should be

compensated so that people will not be discouraged from giving of
their time. '

Cost/Benefit Summagx'
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VIIL

o' The benefit would show Board Members an appreciation for service to
the community. ’

Other Costs or Benefits

Comp_ any Response

Recommended Action
X Approved Approved with Exception Rejected

e MCWD agrees with the recommendation and plans to implement as
intended.

Implementation Steps

Step 1: The district will place on board agenda on May 21 to approve filing for

" rate case.

" o Person Responsible: Board of Commissioners Timeline: 5-21-2007
Step 2: Once approved by board, send letter of request to PSC.
o Person Responsible: joe Hammond Timeline; 5-23-20&)7'.
Step 3: Wait for approval and hopefully schedule with PSC for Rate Case analysis
o Person Responsible: Joe Hammdnd Timeline: 6~30--2007
Cnm:ﬁentlelarification of Ilitgnt |

. Copsultant Name: Joel F. Jeanson

o Discussion

The implementation steps should be reviewed and reconsidered. It is not clear
how these implementation steps relate to the recommendation.
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Martin County Water District
Management Audit Action Plan

L "Report Referénce

o Chapter-—-V -
+« Recommendation Number — 4
» Priority - A

II. Recommendation Statement

4, As soon as funding is available, arrange for an external audit of the District’s
financial statements and then continue these audits on a timely basis going
forward,

Ili._ Background/Findings

4. The last audited financial statements are for the year ended December 31,
2001.

o The District does not cirrently have the funds to pay for annual financial
audits.

o The CPA firm hired to complete the Fiscal 2001 audit was not fully paid
as of September 30, 2006.

» The local CPA firm’s independence is impaired given their primary role
in developing the District’s financial statements, Therefore, they will be
unable to be engaged to audit those financial statements

Iv. Expected Improvementllmp' rovement Timeline/Baseline

e Within two years based on financial reports and the need for MCWD to
build funds for this.

V. Cost/Benefit Analysis and Support
Cost Analysis

o This is an activity which would need to go through the bidding
process.

Benefit Analysis

e This would benefit MCWD in protecuon of funds, the way they are
processed budgeted and expended.

Cost!Benefit Summa[x
_ Other Costs or Benefits -
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Company Response
Recommended Action
X__ Approved Approved with Exception Rejected

e MCWD agrees with the recommendation and plans to implement as
intended.

Implementation Steps

Step 1: Place on Board Agenda for discussion. )
¢ Person Responsible: Board of Commissioners and General Manager
Timeline: When money becomes available.
Step 2: Pending board approval, take bids for an external audit _
e Person Responsible: Board of Commissioners and Joe Hammond
Timeline: When money becomes available. -
Step 3: Bring bids to board for approval.

e Person Reéponsible: Board of Commissioners and General Manager
Timeline: When money becomes available,

Step 4: Contact accepted bidder to schedule audit

o Person Responsible: General Manager Timeline: When money becomes
available.

Comments/Clarification of Intent
¢ Consultant Name: Joel F. Jeanson

e Discussion

Itis lmportant to address the funding issue. The answer should be to include
the pro forma expense in the rate case.
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. Martin County Water District .
Management Audit Action Plan

L. Report Reference

o Chapter—V |
e Recommendation Number -5
* Priority—-C

II. Recommendation Statement

5. As soon as funding becomes available, establish a position of bookkeeper /
accountant with responsibility for accounting and other transactional accounting
processes. (Refers to Finding No.'8)

» Check signing and bank account reconciliations should remain separate
from the duties of the bookkeeper / accountant.

» In the event the District pursues the reglonallzatlon of certain functions, tlus
could be a function that becomes regionalized. (See Recommendation 6)

III. Background/Findings
8. The District’s Fiscal Policies are generally reasonable for a utility of its size.
. The District has well-defined and up-to-date Fiscal Policies.

. All finance and accounting services are provided by an outside CPA firm.
According to the firm’s response to the District’s RFP, it will provide
* services to the District including but not limited to:

“(A)ccounts payable services with purchase order system
development and maintenance, accounts receivable service
developmemt and reconciliation, cash reconciliation and
internal control development and maintenance, complete
payroll services and reporting, relative accounting services
and general ledger maintenance in accordance with the PSC -
prescribed chart of accounts, special reporting as needed
including PSC reports, budgeting and analysis, assistance
with required audits, and other accounting services as
required for a flat fee of 33,250 per month.”

o While members of the Board of Commissioners interact frequently with
the outside CPA firm, no one at the District appears to have the financial
expertise needed to provide accounting direction or perform effective
analyses of financial results.

» The District’s Fiscal Policies do not provide for active involvement of the
General Manager. For example, the role of the General Manager related
to budget development and approval and the approval of disbursements is
not defined in the Fiscal Policies. Also, the General Manager does not see
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IV.

VIL

VIIL

financial results and budget variances until the financial information is
presented to the Board each month.

e The accuracy of accounts receivable balances is in question as a resuit of
the difficulty reconciling information commg from the biiling / customer
mformatlon system.

Expected Improvement/Improvement Timeline/Baseline

e Within three years.based on financial reports and the. need for MCWD to build
Tevenue.

Cost/Benefit Analysis and Support
Cost Analysis ,
¢ Personnel Salary

Benefit Analysis

o  Wearevery sattsf ed with the work our current CPA is doing. Tlus
position might make things smoother for them.

Cost/Benefit Summa
Other Costs or Benefits

Company Response

‘Recommended Action

X_ Approved - Approved with Exception Rejected
¢ MCWD agrees with the recommendation and plans to implement as intended.

Implementation Steps

Step 1: Place on Board Agenda for discussion.

» Person Responmble Board of Commissioners and General Manager
Timeline: May 30, 2010.

Step 2: Pending board approval, go th:ough the hiring process

s« Person Responsﬂﬂe Board of Com:mssxoners and General Manager Timeline:
June 30, 2010,

Comments/Clarification of Intent

s Consuliant Name: Joel F. Jeanson
» Discussion

‘No comment
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Martin County Water District
Management Audit Action Plan

Report Reference - '

e Chapter-V
¢ Recommendation Number —- 6
e Priority-B o y

. Recommend_ation Statement

e The District should encourage its management staff and the members of the
Board of Commissioners to take better advantage of State sponsored training
opportunities

Backeround/Findin

e While the District has taken advantage of some State sponsored training for
management $taff and members of the Board of Commissioners in the past, it
has not taken full advantage of the training offered by the State and the
Kentucky Rural Water Association. '

Expected Improvement/Improvement Timeline/Baseline
+ Within one year based on the need for additional training,

Cost/Benefit Analysis and Support
Cost Analysis - .
¢ Registration Fees and Room and Board during the training.

Benefit Analysis

» Commissioners and personnel who are more informed and updated on
" training.

Cost/Benefit Summary
Other Costs or Benefits

Company Response

Recommended Action

x_ Approved _ App::oved with Exception Rejected
s MCWD agrees with the recommendation and plans to implement as intended.

Implémentation Steps
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Step 1: When trainings are schedﬁlegi, they will be brought to the Board’s
attention during meetings, so the Board can decide who needs to go.

* Response: District agrees this needs to be done,

¢ Person Responsible: Board of Commissioners and General Manager
Timeline: On-going,.
Comments/Clarification of Intent
¢ Consultant Néme: Joel F. Jeanson
o Discossion
No comment
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Martin County Water District
Management Aadit Action Plan

1. Report Reference

e Chapter--V
¢ Recommendation Number -7
+ Priority—-A

II. Recommendation Statement

77. Consider increased regionalization to achieve economies of scale and reduce
vulnerabilities to supply and personnel interruptions. (Refers to Chapter II,
Findings 3 and 9)

MCWD lacks adequate scale to provide consistently all professional
functions necessary, such as engineering, laborawry, bookkeepmg, and
pollution control.

An unplanned loss of personnel in any section creates immediate problems
in timely completlon of work or performanoe of critical functions. =

MCWD relies on free or low cost services not under its control for
technical services. These services are provided by DOW, Kentucky Rural
Water Association and Big Sandy.

MCWD lacks significant scale to leverage lower costs from suppliers and
cannot maintain a full inventory of materials. -

/

III Background/Findings
3. MCWD makes good use of technical services available to assist it.

MCWD has developed a good rapport with the Kentucky Department of
Water (DOW) Drinking Water Branch. MCWD regularly receives and
follows technical advice from Drinking Water Branch experts. DOW .
technical services are provided without charge.

MCWD: extensively utilizes the assistance of the Big Sandy Area -
Development District (Big Sandy) in identifying, securing and
administering grants and loans. The Authority also promotes economic
development in the county, Funding and economic development is
provided without charge and grant administration is provided by a fee °
taken from the grant.

MCWD regularly seeks the assistance of the Kentucky Rural Water
Association. For ¢xample, the Association conducted a Peer Review of
MCWD in 2005 and issued its report in January 2006, MCWD pays
membership dues to the Association, but specific assistance activities,
such as the peer review, are provided without additional charge.
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1V.  Expected Improvement/Improvement Timeline/Bageline

V.

MCWD routinely receives technical assistance and advice from its
principal engineering firm, O’Brien & Gere (OB&G). OB&G provides
advice and counsel on many technical topics to the District. OB&G only
receives payments for specific engineering and construction management
projects once the project has been bid. The frequent advice and assistance
is provided without charge.

9. Adequafe resources — labor, materials and equipment — are not available for
the water provisioning process. '

There are only four full-time water treatment plant operators and two on-
call part-time operators. A seven by 24 hour operation requires a
minimum of five full-time operators to cover 21 shifts per week and have
spare capacity for vacations, illness, training and other absences.

There are only five distribution employees. The sixth distribution
employee, the supervisor, recently became the fourth treatment plant
operator and was not replaced in distribution. One of the distribution
employees is largely occupied by sampling and other duties and is
normally unavailable for main, service and meter work. Many jobs
require a crew of four or more because of difficult traffic management
conditions. With vacations and other absences, this often results in having
a single crew doing one job at a time each day.

Never

e Cost Analysis
. Benefit Analysis
» Cost Benefit Summary

* Otiler Costs or Benefits

Company Respanse

Recommended Action

| Approved Approved with Exception. ___ x Rejected

¢ MCWD does not agree with this recommendation.

Comments/Clarification of Intent

o Consultant Name: Joel F. Jeanson / David Vondle

= Discaossion
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BWG disagrees with the District’s response. In our opinion, MCWD by itself
cannot afford the availability of resources that larger entities benefit from. It
is not necessary to fully merge MCWD with other entities to achieve the
economies of scale and other benefits of a larger organization.” MCWD could
enter into resource sharing agreements with other like minded regional
utilities for some or all of the areas that could benefit from larger scale.

Areas in which MCWD could benefit from regional resource sharing include:

Capital program planning, funding and management, which MCWD
does not have the capability for in-house

Maintenance engineering and technical services — problem selving could
be improved by sharing scarce technical resources with several utilities

Water treatment plant control rooms — control rooms could be
consolidated and the remote plants would not need 7 X 24 attendance

Distribution crew reinforcement for emergencies and special projects -
traveling crews with specialized equipment could assist MCWD

‘Watershed management and pollution control programs upstream of
MCWD to improve raw water quality

Materials management — cooperative procurement could lower material,
equipment and tool prices. A cooperative warehouse could provide
better availability of critical, but rarely used items '

Information systems — cooperative billing, customer service and
accounting systems could improve efficiency, customer responsiveness

.and financial integrity
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Steven L. Beshear David L. Armstrong

Governor N ~  Chairman
Ty
. MRen cew s
Leonard K. Peters Cor_nmonwgalth of Kent-ucky i -Jares'W. Gardner
Secretary Public Service Commission " Vice Chairman
Energy and Environment Cabineat 211 Sower Blvd. . '
P.O. Box 615 . Linda Breathitt
Frankfort, Kentucky 40802-0615 Commissioner
Telephone: (502) 564-3940
Fax: (502) 564-3460
psc.ky.gov
April 22, 2014
Mr. John Mills

Martin County Water District
387 E. Main Street, STE 140
inez, KY 41224

Dear Mr. Hammond,

The Management Audit Branch (MAB) has completed its review of the progress report
filed on February 19, 2013, which describes the Company’s actions to implement the
recommendations confained in the March 19, 2007 management audit final report.

As a result of our review, six additional recommendations or recommendation steps,
have been placed in the COMPLETED category:

1-1.10 V-2 IV-5.2 V-2.1 V-2.2 V-7

The format for the MAB’s response has changed. As you know, several steps were
outlined for many of the consultant's recommendations. In this response, each
recommendation step has been addressed. in Martin County Water District’s response,
please follow the same format. If there is a step for which there has been No
Reportable Action, please respond to that step accordingly. It is the MAB's belief that
this format will aid both MCWD and MAB staff to better follow the progress in
addressing the remaining recommendations.

| apologize for the delay in responding to MCWD's Progress Report. Changes to MAB
staff have resulted in the re-assignment of responsibility for ongoing management
audits, including MCWD. Commission Staff have reviewed the 2007 Barrington-
Wellesley Group Final Report and each of MCWD’s Progress Reports. Recognizing the
extended duration of the MCWD management audit, it is the intent of Commission Staff
to move the MCWD management audit process forward toward completion.
Commission Staff proposes to schedule a meeting with appropriate MCWD Executives
to discuss the progress made on the management audit to date and discuss all
recommendation steps that remain Ongoing. | will contact you shortly to schedule a
mutually convenient date and location of the meeting. The next filing date is September
30, 2014. '

KentuckyUnbridledSpirit.com: mfud(y An Equal Opportunity Employer M/F/D
uwam SPIRIT. -



Please let me know if you have any questions.

Sincerely,
Doet Ty
Dar:rz. Newby, Director
Financial Analysis Division
502-782-2645

Encl.
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~ Martin County Water District

Management Audit Recommendations

. Status as of April 22, 2014

RECOMMENDATION STEPS COMPLETED THIS RESPONSE: (6)

f-1.10

ONGOING RECOMMENDATION STEPS: (37)

[I-1.3
l1-2.2
[I-3.3
11-6.3
V-1.1
V-4.1

V-6.1

IvV-2. IvV-5.2

I-1.4 I-1.5
[I-2.3 ll-2.4
1-3.4 11-56.1
[[-6.6 [1-6.7
IV-1.3 IV-3.2
V-4.2 V-4.3

AGREE TO DISAGREE: (0)

V-2.1

II-1.7
-2.5
[1-5.3
if-1
IV-6

V-4.4

V-2.2

1.9
11-3.1

11-6.1

[1-2.1

V-7

V-6.1

V-7

1-2.1
1-3.2
11-6.2
n-2.2
V-9

V-5.2
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MARTIN COUNTY WATER DISTRICT ‘

MANAGEMENT AUDIT PROGRESS REPORT
COMPREHENSIVE MANAGEMENT AUDIT
'December 2009

KENTUCKY PUBLIC SERVICE COMMISSION RESPONSE

Notation: The first part of each response is a summary of the Management Audit
Branch's ("MAB”") interpretation of Martin County’s statements of implementation
activity and status. The information in this part is for Commission use and may
' contain some background information. Any needed corrections to factual
information should be reported to the Management Audit Branch immediately.

Martin County appears to be moving forward on some of the
recommendations, especially with the filing of the Meter Testing Plan and the
Water Loss and Leak Detection Program. In future progress reports, it is
important to continue to provide as much narrative detall and supportlng
" documentation as possible.

Recommendation Number II-1:
Through a combination of revenue increases and cost reductions, increase water
provisioning process resources.

Step 3: Prioritize water loss reductions to qualify for PSC rate increases and
petition the PSC for interim relief from the water loss requirement if necessary.

ONGOING

Provide an update on the hiring of additional employees and purchase of water
loss and leak detection equipment. :

Step 4: Install paid tap requests in a timely manner.

Staff notes that although the minutes of the Board Meeting in which the non-
recurring charges were approved by the Martin County Utility Board Attachments
1 and 2), the cost support for those charges was not included in MCWD'’s
response. MCWD notes that non-recurring charges have been approved in the
Board's Minutes, but were not sent to the PSC,

ONGOING

Please explain when MCWD plans to submit the non-recurring charge tariffs to
the Commission.
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Step 5: Support bill collection turn-offs and theft investigations in a timely manner
ta increase bill collections.

Staff has previously noted that MCWD now has the -ability to track accounts and
meter pulls and service orders by category In its response MCWD provided
meter pull and Meter Setback data for non-payment 2011-2012 as requested.
MCWD stated that there is an ongoing investigation on reconnections.

ONGOING

Provide any and all updates regarding the investigation referenced for Step 5.
Also explaln whether MCWD’s account receivables are reviewed on a regular
basis.

Step 7: Further reduce electricity costs.
ONGOING

Piease explain whether MCWD has experienced any reduction in its electricity
use and expenses. Cite any specific instances in which cost saving measures
have been implemented.

Step 9: Add a fifth water treatment plant operator to reduce overtime and provide
a resource for preventive maintenance and record keeping assistance.

MCWD states that due to the recent turnover of personnel, the District is unable
to fill the training position for the treatment plant operator.

ONGOING

Provide an updaté on the status of Hirfng, training and certifying a fifth plant
treatment operator.

Step 10: Add an additional back hoe or excavator and two trucks and trailers
appropriate to haul the additional equipment.

MCWD states in‘its Progress Report that it has purchased a truck, excavator,
and trailer for main and service repalr and that contractors, usmg coal severance
money, are being used to replace those lines.

COMPLETE

The District has fulfilled the intent of this step and it is being placed in the
Complete category. No further reports are required for Recommendatlon 11-1,
Step 10.
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Recommendation Number II-2:
Develop a comprehensive water loss reduction program.

Step 1; Improve the metering of produced and distributed water to include in-line
master meters from the Clearwell tank, all subsidiary distribution tanks and on all
major distribution mains. Make immediate use of the existing A system meter for
determining the relative water loss.between the A and B systems.

Staff notes that MCWD provided the requested Master Meter Location Map and
Bid Tabulation sheet relating to Vanguard Construction’s bid.

ONGOING

Provide an update on the progress made to date addresaing the improvements
outlined in Step 1. :

Step 2: Use the information from additional metering of distributed water as
compared to metered consumed water to identify. water losses by main. Rank
them from highest to lowest water loss. The Kentucky Rural Water Association
Peer Review Report contains detailed recommendations for this process.

ONGOING

Provide an update on the progress made in addréssing water losses as set out in
Step 2.

Step 3: Prioritize, based on volumes of water lost, the mains and services for
replacement or repair.

ONGOING

Provide .an update on the progress made in prioritizing replacement or repair of
mains as set out in Step 3. :

Step 4: Prior to commencing repair and replacement work on each mam identify
and resolve any water theft, meterlng or related problems

ONGOING

Provide an update on the progress made in identifying and resolving water theft, .
metering or related problems.

Step 5: Replace or repair all excessively leaking mains and services over a three -
year period.

MCWD states that it is in the process of developing a comprehensive water loss
reduction program.
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ONGOING

~Provide an update of MCWD's progress in replacing or. repairing all excessively
leaking mains and services as outlined Step 5. ldentify any decreases. in water
loss resulting from its efforts. '

Recommendatio’n Number 1l-3:
Implement a preventive maintenance program including upgrading the
leak detection and repair program.

Steps 1 — 4: Staff notes that MCWD has completed the replacement of mains
and’ service lines in the Wolf Creek area and has replaced approximately 50
hydrants in the area.

Step 1: Establish records for each piece of equipment (such as pumps, m;ectors
valves, pipe segments and vehicles.)

ONGOING

Step 2: Track all maintenance performed on each piece of equipment and pipe
segment.

ONGOING -

Step 3. Develop preventive maintenance routines for select facilities ihcluding
routine flushing and- valve maintenance. Implement manufacturers’
- recommended maintenance and AWWA guidelines as available.

ONGOING

Step 4. Establish ongoing leak detection and repair program followmg the
completion of the water loss reduction program.

ONGOING

For each Step 1 — 4 please provide an update of any progress made toward
addressing the step since MCWD's February 19, 2013 response was submitted.
Include a discussion. of preventative maintenance and leak detection upgrades.

Recommendation Number II-5:
Establish a watershed pollution control program.

Staff notes that for Steps 1 and 3 no responses were provided, but MCWD states .
an update (as 0f 2012) will be provided in the next report.
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Step 1: Implement a Crum Reservoir pollution control program including annual
septic tank system dye test by the Health Department and mitigation of roadway
runoff.

ONGOING ;
Please provide an update of the status of Step 1.

Step 3: Work cooperatively with other water districts to establish an upstream
regional watershed management program for the Tug Fork including septic tank
monitoring, solid waste disposal programs and tributary testing and remediation.

ONGOING

Please provide an update of the status of Step 3.

Recommendatlon Number 11-6:
Develop and implement a long-term plan to reduce the system’s
vulnerability to supply disruptions.

Step 1: Expand the Crum Reservoir capacity by raising and repairing the dam
and/or dredging the reservaoir.,

ONGOING

Please provide the status of Step 1.

~ Step 2: lns'ta[l-.a ‘Crum Reservoir bypass (pipe and valves).

ONGOING |

Please provide the status of Step 2.

Step 3: Expand the Treatment Plant capacity (in process).

ONGOING |

Please provide the status of Step 3.

Step 6: Expand looping and valving of the transmi.sslion and distribution system.

MCWD résponds it has installed 14 master méter‘s and a tgtél of 42 new valves.

ONGOING
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'Explaln whether MCWD believes Step 6 is complete. If not complete, explain
whether MCWD has substantially completed this step and what remains to be
done.

Step 7: Expand distribution tank capacities or add additional distribution tanks.

MCWD responded in an earlier Progress Report that the Buck Creek tank was to
be in operation by February 2011.

ONGOING

Provide an update as to whether the tank is in operation and if so, provnde the
date on which it went into operation. ‘

MCWD provided an attachment (Attachment 7) to its response that showed its
water loss for 2012 to be 58 percent. For the next progress report, provide the
same support showmg water loss for 2013.

Recommendation Number lll-1:

Establish an in- house capital program planning and management functlon
staffed by one engineer. = Alternatively, this capital program plannlng and
management function could be provided by a regional resource.

MCWD responds that Big Sandy ADD Water Management COUHCII has the ability
to block a MCWD project; -however such an action has never occurred since the
Council was formed. Projects are reviewed and if viable to the district the project
pertains to, approved to be sent to the state for funding purposes. Staff notes
that MCWD did not provide a copy of the 2011 and 2012 capital program plans
as requested. MCWD did provide updates to the 2011 and 2012 Capital Project
Plans. For 2012, MCWD reports it began replacing 3 miles of old 6” water lines in
the Wolf Creek area with new 6" lines and began replacing all customer service
lines in the area.

ONGOING

For the next progress report, provide a copy of the 2013 Capital Project Plans
submitted to the Big Sandy ADD Water Management Council. If copies do not
exist, explain how the projects are submitted to, and reviewed by the Council.

Recommendation Number IlI-2:
As practical, prioritize watef loss reduction programs over system
expansion programs until water losses are reduced to 15 percent or less.

MCWD reports that approximately 3 miles of 6” line has been replaced on Route
1714 and all service lines have been replaced, including setters and boxes.
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Step 1: The 2007 IED grant money should be applied first to installing in-line
master meters and pinpointing water losses by main.

ONGOING

Please provide an update including how many master meters and service lines
have béen replaéed and how many remain to be replaced.’

Step 2: After the water losses have been pinpointed, consider a service line leak
repair replacement program rather than a combined main and service line
replacement program where practlcal

ONGOING

For the next Progress Report, please provide an ‘update concerning progress

toward addressing Step 2, including whether MCWD has been ‘successful in

- pinpointing water losses. Also, please explain how service line leaks are
identified and prioritized. -

Recommendation Number IV-1:
Improve procedures to identify theft of service.

Step 1: Provide incentives 10 ‘meter readers and other Drstnct employees to
rdentlfy thefts of serwce that lead to the recovery of amounts owed to the District.

MCWD states this step would need to be mvest_lgated and pohmes written for all
personnel to follow.

ONGOING

Please provide an update on MCWDs efforts in this investigation and prowde
copies of any wntten pohcres resulting from the lnvestlgatlon

Step 3: Use the 2007 Martin County enhance 911 GIS/GPS initiative to identify
premises receiving District-supplied water who aré not being billed for that
servrce

MCWD reports that it is still working with the post office and DES to acquire 911
addresses for all water district customers. For the next Progress Report,

ONGOING

Provide an update on MCWD'’s efforts to acquire'911 addresses.
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Recommendation Number IV-2:
Establish procedures and take action necessary to assure compliance
. with MCWD Tariff Sheet No. 19.

In its response, MCWD states that after meter readings have been entered and
- verified, a consumption report is printed. If an unusually high reading is detected,
the customer is called .and -informed they may have a leak... If contact is not
made, a work order is developed and placed into the System for actton

COMPLETE

The District has fulfil[ed the intent of fhls Recommendation and it is being placed
in the Complete category. No further reports are required for Recommendatlon
V-2,

Recommendation Number 1V-3:
- Improve collections of past due accounts.

Step 2: Send disconnect notices to those customers who have not paid their bills
on time as allowed by Commission-approved rules and regulations.

Step 2 MCWD states it is now, sending out dISCOFII'leCt notices to all customers
that are not paying on time. The customer is given 10 days to pay or make
arrangements to pay. If the customer does not comply, the meter is pulled for
nor-payment. MCWD provided a total list of dehnquent (pending dlsconnect)
customers, but states it cannot break down its delinquent list by year. MCWD
states its attorney to pursue the collections of the outstanding balances.

ONGOING

For the next Progress Report, provide a similar report (to Attachment No. 6) of
_pending disconnects, and explain.whether it believes. its aftorney has been
successful in -collecting those delinquent accounts. If uncollected. accounts
remain on the list that are over 30 days old, explain whether payment
arrangements have been made for those accounts, or whether service has been,
or will be disconnected.

MCWD reports that regarding a tariff issue, it is working through the County
Judge Executive to withhold fire department  funding to enforce reporting
procedures and is waiting a reply. For the next progress report, please prowde
an update of that effort.

Recommendatlon Number IV-5:
Provide meter readers additional tools to complete their routes timely and
safely.
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Step 2: Provide devices (e.g., pepper spray) that can be used to protect the
meter reader from hazardous S|tuat|ons

MCWD reports that it has purchased plastic tubes (to read submerged meters),
shoes, boots, and hand pumps (to pump water out of boxes).

COMPLETE

The District has fulfilled the intent of this step, and it is being placed in the
. Completed category. No further reports are required for Recommendation V-5,
Step 2. Completion of: Step 2 also completes the intent for Recommendation
Number [V-5. No further feports are required for Recommendation IV-5.

Recommendation Number IV-6: _
Consider implementing cycle billing to shorten the meter reading-to-billing
. cycle and improve cash flows to the District.

ONGOING

For the next progress report, please explain whether the actual meter reading to
billing timeline has improved since the audit report was issued.

Recommendation Number IV-7:
Consider implementing bi-monthly meter reading for resrdentla[ customers
while continuing to bill customers ‘monthly. .

Previously, MCWD reported that bi-monthly billing was to be placed on the
agenda for the February 2011 Board meeting. No further progress was reported
in the current Progress Report. :

ONGOING

Provide a copy of the Board minutes in which bi-monthly billing was discussed. If
minutes are not available, provide the status of whether the issue has been
discussed and the decision made by the Board concerning implementation.

Recommendation Number IV-9: ' v
Complete a cost-benefit study of AMR prior to makmg further investments
in AMR technology.

In its July 2011 response, the District reported that it had prioritized the Radio
Read Meters as its top priority with the Big Sandy ADD. The District now is
waiting for funding.
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ONGOING

Explain whether there have been any developments regarding posmble funding
for the meters and if not whether MCWD considers funding likely or not. If
funding is received and the project proceeds, explain whether MCWD believes it
will need to obtain a CPCN for the project.

Recommendatlon Number V-2:

Clearly define the roles of the Commissioners and General Manager The
definitions should be explicit as to the scope and limits of authorlty, the types of
decisions that can be made, and areas of responsibility.

In MCWD's response, a further dl‘scussmn of the :r__o[e for the General Manager
was included. In a previous response, the District provided copies of the General
Manager's job duties and the Policies and Procedures Manual. ’

Step 1: Change the District’'s management and governance processes so that
the General Manager has responsibility for all functional areas, including finance,
accounting and customer service. (See Recommendation No. 7) The district will
begin to address all issues through board meetlngs mvolvmg the General
Manager.

COMPLETE
Step 2: Clearly define decision making respon31blllt|es for the fo]lowmg

- Personnel matters (e.g., hlnng and firi r|ng, authorizing overtime,
pay raises for individuals, benefits)

- Financial decisions {e.g., spending au‘thoriiation, limits on the
ability to commit the District to contracts, spending outside the
budget) .

- Operating decisions (e g-, settmg construction and malntenance
' prlorltles)

COMPLETE

The District has fulfilled the intent of this Recommendation, and. it is being placed
in the Completed category. No further reports are required for Recommendatlon _
V—2 Steps 1 and 2. 5

Recommendation Number V-4 _

As soon as funding is available, arrange for -an external audit.of the
District’s financial statements and then contlnue these audits on a timely. basis
going forward.
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Steps 1-4 In its July 2011 response, the District reported that Steps 1 ~ 4 will be
addréssed at the February Board meeting. MCWD noted the status of the
recommendation was ongoing in its February 19, 2013 Progress Report.

Step 1: Place on Board Agenda for discussion.

ONGOING

Step 2: Pending board approval, take bids for an external audit

ONGOING

Step 3: Bring bids to board for approval.

ONGOING _ .

Ste_p 4; Contact accepted bidder to schedule audit.

ONGOING - ‘ |

For the next progress réport, please provide an update on the status of each

step, 1 — 4. If a financial audit has been performed, please provide the results. If
an audit has not been performed, explain whether an audit is planned.

~ Recommendation Number V-5:

As soon as funding becomes available, establish a . position of
bookkeeper/accountant with responsibility for accounting and other transactional
accounting processes. .

No reportable action concerning this recommendation.

Step 1 Place on Board Agenda for discussion.
ONGOING

For the next progres's report, provide all Board meeting minutes relating to the
..decision concerning whether the position of bookkeepet/accountant <is to be
established, or thé minutes relating to the décision of whether to retain a local
CPA firmi to take care of the bookkeeping and financial tasks'of the District. If
minutes are not available, explain the status of the step.

Step 2: Pending board approval, go through the hiring process

ONGOING
If Step 1 has been completed, provide the status of Step 2.

Recommendation Number V-6:
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The. District should encourage its management staff and the members of
the Board of Commissioners to take better advantage of State sponsored fraining
opportunities. ,

Step 1: When trainings are scheduled, they will be brought to the board’'s
attention during meetings, so the board can decide who needs to go.

The District previously reported that copies of State sponsored training dates and
agenda were sent to Board members. . .

ONGOING

For the next progress report, please provide a list showing when each Board
member attended State sponsored training workshops / events for the last three
years, the title of each event attended and which Board member attended each
event.

Recommendation Number V-7:
Consider increased regionalization to achleve economies. of scale and
reduce vulnerabilities to supply and personnel interruptions.

In a previous response, the District reported that the Big Sandy ADD {member
representatives: Pike County, Floyd County, Johnson county, Magoffin county
and Martin County) have quarterly meetings as part of the Water:Management
Council to discuss upcoming projects, concerns of any of the districts, State
funding and any special concemns. A letter from the Big Sandy ADD announcing
the quarterly Water Management Council meeting was attached to the response.

While it is acknowledged that the District participates in Quarterly Water
Management Council meetings, the intent of the recommendation was, in part, to
help produce savings for the District through cooperative efforts with its
neighboring utilities. The consultant's report provided several areas where
savings might be reallzed through cooperative effort. MAB staff realizes this may
be a long-term goal for MCWD* and encourages MACWD to keep the consultant's
report in mind going forward.

COMPLETE
The District has fulfilled the intent of this Recommendation and it is being placed

in the Complete category. No further reports are required for Recommendation
V-7.
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Martin County Water District
Management Audit Recommendations

Status as of April 12, 2016

COMPLETED RECOMMENDATIONS: (11)
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V-3 V6 V-7 V-9 V-6
ONGOING RECOMMENDATIONS: (28)

{I-1.3 [1-1.4 1-1.5 -1.7 11-1.9
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: ,Recommendatlon Number ll-1 ~ R
.;_;T,.Through a oomblnatlon of revenue lncreases and'cost reductlons tlncrease water
_ lprowsuomng process resourcesw_. s o

o Step 3 Pnontlze water loss. reductlons to quallfy for PSC rate mcreases and

'-petltlon the PSC for |ntenm rellef from the water Ioss reqwrement |f necessary

) ONGOING

B Prowde an: update on the hiring of addltlonal employees and purchase of water
loss and leak detectron equnpment : TR

'Step 4; lnstall pald tap requests ll'l a t:mely manner

..,\-.,
i i

Staff notes that although the mlnutes of the Board Meetmg in whlch the non-

i recurring charges were approved by the Maitin:County Utility Board Attachments

1 'and 2), the cost support for those charges was not included in MCWD's
response. MCWD notes that non-recurring charges have been approved in the
Board’s Minutes, but were not sent to the PSC,

ONGOING

Please explain when MCWD plans to submit the non-recurring charge tariffs to
the Commission.



F.’age3of13" L L

| .Step 5: Support brIl collectlon tum-offs and theft mvestrgatrons |n a trmely manner-,_ o

Response to Martirm County—

to mcrease brIl collectrons

| | E:'Staff has.prevrously noted that EMCWD now has the abllrty to track accounts and
‘meter pulls “and: service’ ordersby category 'In. ifs response MCWD provrdedj-.'_. :

‘meter puII and Meter ‘Setba‘

._.zlata for non—payment 2011-2012 as requested

th Drstrict rs unable

treatment operator

p rchased atrUck excavator

p :
IR and trarler for main and service' fepair and that contractors usrng coal severance

money, are being used to rep[ace those Ilnes S SEIA

COMPLETE

The Drstnct has fulfilled the rntent of thrs step and rt is bemg placed in the

L Complete category No further reports are requrred for Recommendatron -1,
Step 10. ' . .
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' Recomm_endation Number Il-2'
' Develop a ¢comprehensive water Ioss reductlon.Program o

clude m-lme ,
and on all
meter for

',Step2 | o o
1 ) : nontlze: based on volumes of water lost the ma:ns and servrces for
o replacement or repalr : - RCS IR L
ONGOING |

fProwde an_ update on the progress made in prlontlzmg replacement or repalr of.
mains as set out in Step 3.. - :

: Step 4: Prior to commencing repair and replacement work on each mam, identify
v .and resolve any watertheft metenng or related problems :

’ ONGOING

‘ Prowde an update on the progress made in :dentifylng and resolvmg water theft
metering or related problems. .

Step 5: Replace or repair all_excessively leaking mains and services over a three
- year period.

MCWD states that it is in the process of developing a comprehensive water loss
reduction program.
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Steps 1 - 4 Staff notes that MCWD has completed the’ replacement of mams o
“and servrce hnes ll'l tﬁe Wolf Creek area ‘and’ hag eplaced apprommately“ 50

Step 4 Establlsh ongomg Ieak detectron and repalr ]
complet|on of the water Ioss reductton program

| iONé_Qvlfﬁl

agram following the

lFor each’ St p 1= 4 please prowde.an lipdate of any ’progress made toward |
addressing the step since MCWD's February 19, 2013 response was' submltted i
Include a'drscussmn of preventatwe mamtenance and Ieak detect|on upgrades

Recommendatlon Number II-5 e
Establlsh a watershed pollutlon control program

. Staff notes that for Steps 1 and 3 no responses were prowded but IVICWD states :
_ an update (as Of 201 2) wﬂl be prowded in the next report o e



R ',ONGOING
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remedlatlon

e Please provrde the status of Step 2 s
Step 3 Expand the Treatment Plant capacrty (|n process)

| ONGOING
Please prowde the status of Step 3
Step 6: Expand looping and valving of the transmrssron and dlstnbutlon system

. MCWD responds it has lnstalled 14 master meters and a total of 42 new valves.

ONGOING
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Response o Martm County '

F —

Step a Expand dlstnbutron tank capacrtles or add addltlonal d|stnbutlon tanks

.Provide an update as to whether the-tank is in operatron }and
date on whlch |twent mto*operatror e .

if so,

o _MCWD provrded an attachment (Attachment 7) to rts response that showed |ts

g e

_ Explaln whether MCWD belteves Step 6 is complete If not complete explam 3 e
3 whethe' MCWD_ has substantlally completed this ste att

- MCWD responded in ‘an earher Progress Report that the Buck Creek tank was to L '
“‘bein operatlon by February 2011, 5 . . ’ T

.. .water loss for 2012 to be’' 58 percent. For the next progress report, provrde the 7
AR same: support showmgwaterloss fOl‘201o Sl s

- ,_\-Recommendat ,n Number -1z

'. Plans For 20’12 MCWD reports it began replacrng 3 mlles of ‘ol Water Ilnes i -
. the Wolf Creek area wrth new. 6" Imes and began replacm _mer ser\nce S
L Imes in the area:, . g T

. ONGOING

.f For the next progress report prowde a copy of the 2013 Capltalu Project Plans

.‘ Recommendation Number Ill-2" .

subm|tted to the Big Sandy ADD Water Management Councrl 'If:.copies do’ not

-exrst explaln how the pro;ects are subm|tted to, and rewewed by the Councﬂ

q s

" As - pract|cal pnontize water loss reductlon programs ‘over system

expansron programs until water losses are reduced to 15 percent or less

PN

_MCWD reports that approxlmately 3 mlles of 6" line has been replaced on Route

1714 and ail ser\nce lines have been replaced including setters and boxes

- il . ) - . 5 L . . B
TY T .. T har = - L A L] = .- BT T T -
B N woomreTEr e B - S

jaa;d;e‘fag..-_ o
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Step 1: The 2007 IED grant money should be applied first to installing in-line
master meters and pinpointing water losses by main.

ONGOING

Please provide an update including how many master meters and service lines
have been replaced and how many remain to be replaced.’

Step 2: After the water losses have been pinpointed, consider a service line leak
repair replacement program rather than a combined main and service line
replacement program where practical.

ONGOING

For the next Progress Report, please provide an update concerning progress
toward addressing Step 2, including whether MCWD has been successful in
pinpointing water losses. Also, please explain how service line leaks are
identified and prioritized. -

Recommendation Number IV-1:
Improve procedures to identify theft of service.

Step 1: Provide incentives to meter readers and other District employees to
identify thefts of service that lead to the recovery of amounts owed to the District.

MCWD states this step would need to be investigated and policies written for all
personnel to follow.

A

ONGOING

Please provide an update on MCWD's efforts in this investigation and provide
copies of any written policies resulting from the investigation.

Step 3: Use the 2007 Martin County enhance 911 GIS/GPS initiative to identify
premises receiving District-supplied water who are not being billed for that
service.

MCWD reports that it is still working with the post office and DES to acquire 911
addresses for all water district customers. For the next Progress Report,

ONGOING

Provide an update on MCWD's efforts to acquire 911 addresses.
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, Recommendation Number IV-2' - PRI \
SR  Establish procedures and take act|on necessary to a s‘ure compllance '
B W|th IVICWD Tarlff Sheet No 19'7‘ e .. ‘

- In lts response MCWD states that after meter readlngs have. been entered and ":"' '

verified, a consumptlon report is printed.- If an unusually high readmg is detected,

- the: customer-Is:called.and. informed. they_may_have a_lgak.. [f.c contact is not |
L 'made a work order is developed and placed lnto the system for actlon '

" ‘I i'.The Dlstnct has fulf' lled the intent of this Recomm :datron andwlt is bemg placed.__- o
inrthe’ C’“ mplete category No further reports are requrrecrforJRecommendatlon--"-_;"--"-‘--~-‘

Iv-2.-

';_:;Recommendatlon Number IV-@ -

S kFor the next Proqress Report provrde a srmllar report (to Attachment No 6) of
I -pendlng disconnects;; -and: explain:whether. it belleves its: attomey has been
gt 'successfur ln—collectlng—those- delmquent—accounts—-—— lf—uncollected—accounts
. remain on: thé list that are over 30 days-"old, “explain’ whether payment

% ;_]_:or wrll be dtsconnected N

arrangements have: been made for those accounts or whether servu:e has been,

MCWD reports that regardlng a tanff issue, |t is worklng through the County

fr"f't:‘_.f'Judge Executive: to--withhold:  fire’ department funding to.. enforce reporting

procedures and is- wa|t|ng a reply For the next progress report please prowde
an update of that effort : -

Recommendation Number lV-5 : :
Provide meter readers addttlonal tools to complete thelr routes tlmely and
safely. : ,

or s glven 10 _ays.-to‘ pay o make-?":‘*‘;' |
[ | ' 'rrteter s pulled for .
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T For the next progress report please xpla:n whether the actuat meter readlng to
. _bll[mg tlmellne has |mproved smce the audlt report was lssued )

-:. w1 .-

A iRecommendat:on NumberlIV-T SR T T e P -
- .. . wConsider implementin bl-monthly meter readmg for re3|dent|al customers
whlle contmumg to blll cust‘ f ; :

. "Prewously. MCWD reported that bt-monthly bllllng was o be placed on the
. agenda for the February 2011 Board meetlng No further progress was reported
o in the current Progress Report : .

ONGOING

Provide a copy of the Board rninutes in which bi-monthly billing was discussed. If
minutes are not avallable, provide the status of whether the issue has been
dlscussed and the decnston made by the Board concemlng |mplementat|on

Recommendation Number 1V-9:
Complete a cost-benefit study of AMR prior to making further investments
in AMR technology.

In its July 2011 response, the District reported that it had prioritized the Radio
Read Meters as its top priority with the Big Sandy ADD. The Dlstnct now is
waiting for funding. .



T ‘Response to MartlrrCountr
. _.Page11of13 : .

heral Manager. The'
ority, the types_."of'_‘- ’

. 'was |noluded' ln a prthous response, the Dlstn 'provrded coo es of the General T

| M and ger‘s diutles and the Poltoles and Procedure‘ Manu '

'onnel matters (e.g., b
. pay ralses for |ndN|duals |

N 'COMPLETE ;

' _The"Dlstnct has fulf Iled the mtent of thls Recommendatlon and I'tl-ls belng placed -

in the Completed category No further reports are requrred for Reoommendatlon -
V-2 Steps1and2 e _ .

Recommendatlon Number V-4 S T
o -As soon as funding is. available, arrange. for an external audlt of the-
. Dlstrlcts ﬁnanclat statements and then continue these audlts ona tlmely basis
going forward



" Response to Martln County L

e "LL_ S _No reportable actlon concemmg thrs recommendatlon

i Paget2of13.

: accountlng prbcesses o

-‘; _r o k,“ CEe

Step 1; Place on Board Agenda for dlSCUSSlOﬂ |
"'ONGOING L T ‘ AR ST
For the’ next progress report prowde aII Board meetlng mmutes relatlng fo the

',""',"'deGISIon concerning whether..the ‘position of bookkeéper/accountant is to be
establlshed or the minutes relatlng to. the decision of whether to retain a local

-’ 'CPA firm to take care of.the bookkeepmg and fi nanc;al tasks of the District, If
minutes are not available, explam the status of the step. '

Step 2: Pending board approval, go through the hiring process

ONGOING
If Step 1 has been completed, provide the status of Step 2.

Recommendation Number V-6:




- Response‘to Nlartln County

| The Dlstnct has"fulf' lled the lntent{of thls Recémmendatlon and |t is bemg placed
in the Complete category No further reports are reqwred for Recommendatron .
SRV S ) _ : |
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MANAGEMENT, ‘UDIT PROGRES _,fREPORT
COMPREHENSIVE MANAGEMENT AUDIT
' December 2009” : F

KENTUCKY PUBLIC SERVICE COMMISSION RESPONSEI :

Notatlon The i rst part of each, response is'a simmary of. e Management Audlt:f' R
- Branch's mterpretatlon of Martin, County's statements’ of |mplementat|on actlwtyr
and status The rnformatlon in th|s part is for CommlSSlon use and’ may contain L
~ some background information:: Ay needed corrections: to: factual’ mformatlon'.- e
e should be reported to the Management Audlt Branoh _,_medrately e pe T

L Martln County appears 'to be movmg forward” of the:"“-;
- recommendatlons especially. with’ the filing of: the. ,,M_eter Test|ng Plan:and. the =~ il
- Water. Loss “and’ Leak’ Détection: Program In- fu ,ur'e progress’ reports itiss o
- ¢ important, to;. continué; to:: provrde as. ,}much narr ive »detall and supportlngﬂ.'-*

'i-{‘,documentatton -as possrble v . S A _

) R n Number IL. 1:
Through a combmatlon of revenue

, ost reductions, increase water.,* -
provrsmntng process resources SR Tl e e T

BER Ste 1T‘he_ respk‘ se to MCWD’cIosed thls Step be ause“the_ rate case was f' led f, S

. Step 2The response to MCWD close : ‘hIS Step beca se the rate case Was f‘led N : :

. Step 3The Dlstnct IS awa|t|ng the applroval of the rate case Also an excavator' .
. ,'k_,fa tra|Ier and.a truck.to haul the’ equment has been purchased Once the rate',._‘ AT
_f_case is approved thr ‘ef.addltlonal employees w:ll be hlred ' . e

L Staff notes that the rate Case No 2010-00300 has’ been completed and that the .
,Dlstnct should have: additional funds available. to hife: addltlonal employees and .
~ equipment.’ For. the next: progress: report please prowde an update on‘'the hiring: - - - -~
. of ‘additional employees the purchase of addltlonal eqmpment for water Ioss and L
"Ieakdetectronprojects PRI SRR B T L

Step 4The response is related to Step 1 above MCWD reports that due to an. '
o Zoversrght the non- recurring charge cost support was not rncluded W|th the rate-" .
' 'case matenal It W|II be sent June 2011 ' SR _
Staff notes that a progress report foIIow-up meetlng was held at MCWD oft' ces in -
August 2011. 'MCWD ‘staff noted that it was believed that the non- recumng'- o
, charge cost support had been sent to the Commlssmn and no response had - -




_: next progress report‘ please prowde’ an update as.__t
: : plant operator has een__tralned and certlf' ed

" _"Response to Martrn County
Pagedof1s . .

3 whether a ﬁfth treatrnent{-f" "

i .fi‘AStep 10 MC reports that It is contemplatmg havmg a ‘second mechanrzed crew‘ "
- devoted to main and service’ling repair. . Adequate fundmg is plann!_d‘for the:.,

purchase of an excavator and a trallerto transport the equment

Step 11Prevrously closed
Recommendatlon Number M1-2; U '
" Develop a comprehensnve water loss reduct|on program

Steps 1-3 and Step 5 MC prowded an update on ItS water loss detectlon and
main and service replacement issues.”
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- management personnel
. “Quarterly meter test reports w
e ‘the quarter ' L
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'.oé.

approkrmately the same time each" month;
to, |dent|fy -any potenttal sefvice llne problems

. Field: Personnel Responsrbrlrtres All “field: A.,drstnbutron personnel '- ', 7
(rnoludrng meter readers-and plant operators) shall.immediately report -+,

1o’ therr supervrsor ‘any.. customer reported ‘or observed water leaks,

tank overflows, - telemetry problems pressure “problems " or “other

.:problems that could. result in water leaks or loss:» A work order will be
generated byr the- supervrsor or: responsrble personnel toi mvestrgate

“the ‘problem:immediately- or.at: the earlrest possrble trme glven the e

urgency of the problem reported
. -Office : 'Personnel respon5|brlttles AlI : off' ce personnel shall
immediately report - to. _their . supervisor ; any - .customer reported or
observed water Jeaks; tank: overflows;.observed or reported pressure
problems or other observed or reported- problems that could resuit in
water -leaks or loss. ‘A work order -will be generated by the office
supervisor or office staff and coordinate wit the field supervisor or
manager to make a determination whether-a field crew is warranted
and dispatched tmmedrately or later glven the urgency of the problem
reported. .

to nsure consrstency and R
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] Ioss in each
3. based on-

: meters) shaII be reéad on ‘an’ annﬁal basr o
AII 3" meters wrll be' tested every two years

ten years ? : .
AII master meters WI|| be replaced as warranted



N Staff notes. that the: Meter. Testlng

Response to Martln County
Page 7 of 15 R

,-_,-‘-';:W|ll be assrgned toidetection shifts after. hours (usually 12; 00 midnight
0L,/ t03:00.:am) ‘when customer usage
oo 'personnel to check valves master meters’ andf:f by—pas
/.- detect abnormal, flows." Personnel will’ perform,_leak detect|o
" areas'with highest know water loss SR PR
‘o _Outside’: Consultants: . - Outside onsultants wrll ‘be
‘ " ',clrcumstances and fundlng dlctate The KRWA has routlnely been

“i used: for leak detect|on also.” " L
Cap|tal lmprovements_:‘ S fund "g permrts MCWD W|ll,_ pnon
Ilnstall the followrng ' P

_.;'::Ma'ps The Dlstnct wrll maintaln updated-dlstnbutlon system maps R
‘T_:__'_:.._Replacement of Older ransmlss:on Malns All dlstnbutlon marns-'. o

. Program appear to ‘be comprehenswe and complete chever there are several

g Dlstnct Personnel On a weekly or, bl-weekly basrs Disrict personnel—fﬁ_ S

inimal; and. will allow, field ; - . .-
‘ eters o -

- used in leak detectlon Kentucky‘Englneenng'Group LLC have been . f“

and CCIU,'F‘?; | . L

lan: and a Water Loss andeeak Detectlon el :

‘tasks in the Water Loss:and Leak’ Detect:on Program which. appear 10. hlnge on

’*"adequate fundlng and stafﬁng levels:rri,‘é-Smce the District. has’ recentlyrrecerved
~.approval -for.a: rate increase. in' Case 'No.:2010- 00300, there -should -be: -some..,

" additional funds for Gertain ‘Program iterns, stich as additional master meters '‘by-
‘pass meters ﬂow meters ‘and additional field crew "and eqmpment For the’ next_if:-
progress - report please provide a summary of the District’s progress / actions
toward |mplement|ng each of the wtask:, areas |n the Water Loss and Leak
Detectlon Program -:_a, I A L A UL R s e

Recommendatlon Number II-3 co L e '
Implement a preventive malntenance program mcludrng upgradlng the
leak detection and repalr program .

Steps 1-4 MCWD reported no actlon taken for th:s recommendatlon



"’ the- District has. submltted a Meter. Testlng Plan and ‘a: Water. Ldss’ and: Leak -

Detectron Program While the plans appear to. be comprehens:ve and oomplete‘

programs

“ Staff__, otes that on August 1, 2012" the Dlstrlct submltted a def" crency report )

o “and represents progress, the Dlstnct_may be havmg trouble- lmplementlng ‘the two -

‘response dated Aprll 11;:2012; - I the: response ‘the Dlstnct responds toi threel.."'f.“
" deficiencies regardlng unaccounted for water loss’ of 63%, failure to' update its .~

_tanffs to rnclude an assessed penalty for the f‘ re department to report |ts quarterly .
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CF Response o Martln County

N Regardlng the tariff |ssueg the' District report that this.. hds:

SN hmanagement audlt was |n|t|ated The Dlstnct should have addrtlonal funds R
. . available for hmng addltlonal personnel and equrpment Though itiis: not clears‘:j o Z
.+ -, that the Dlstnct's ‘non-recurring charges have;been updated. or: that it: has moved .

to |mplement the temporary surcharge made avallable to it at the: completlon of

_ ~f’_"the rate case.- * For. the.next progress report, please prov:de an: update on the:.,
" District’s. efforts to hire .addntronal personnel purchase necessary eqmpment andz,.‘

\Iower |ts excessrve water Ioss -,::;.:_r: R PUE PR L e R

"_Recommendatlon Number III 1

* Establish an in- -house’ capltal program plannlng and management functlon"‘_i' o
staffed 'by one engineer. - Alternatively, this capltal program plannrng and

management functron could be prowded bya regronal resource

'The Dlstnct prewously reported that the B|g Sandy ADD sponsors_quarterly:
Water Management Council (Council) meetings and, along with neighboring .

water utilities, the District's engineering needs are addressed. The District's

projects are evaluated at the quarterly meetings and an approve or a drsapprove
recommendation is received. When the Council approves a project, it-receives a
WX number to be sent to _the State for review .and possible .funding. A
Preliminary Project Cost Estimate from Kentucky Engineering Group PLLC was
attached to the response. In its July 2011 response the District reported that it
understands of the process was that the ADD Council approves a project and a

L | ten: yéars Regardmg the unaccounted for’ water Ioss'?‘the Dllstnct!"reports the,” o
-,,_.-";;cause due to old. service lines ‘and. mains and theft " Alack'of. personneland .. |
"",";fundlng are contnbutlng factors but that money to’ ‘feplace olld_l main 'llnes and O

. en’an, ongomg,.__:
i _h;def ciency -and: c-the!= Dllst_nct ‘_ls__ attemptlng 1o, ;work‘--through the‘County_fJud es
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WX number is {as3|gned to the prolect The_nff theprOJect|s forwardedonto Lt

L "fundmg agencre' for grant fundlng

"For the next progress report please prov:de an update on the status ‘Of"(hIS
i recommendatlon Within, the Big: Sandy ADD project approval process; explaln
_whether ne:ghbonng ut|I1ty representatlves have the ablllty to block Dtstnct

| 'reporttheft of serwce' t ljlowe\rer, the new General Manager W|Il address the

| '. |ssue w1th the Board

i -?.."_'Step 2 Completed prewously“ -

For the next progress eport please prov:de an'update oL O

‘Step :1-Whethér: there are ‘any- incentives for- meter readers to- report theft or
suspected theft of service. and whether the. meter. readers have reported any theft

- of servicein 2011° ‘and,if so, how. each'case was; resolved LAlso; provide'a copy

- of .the'.Board meetlng minutées where the: issue ‘was' discussed- and the  Board
- '_.dec:|ded the |ssue Flnally, prowde a copy of the Board approved pollc:es and

: MCWD reportStthat apprommately 1000 feet on: old 6 |nch llne was replaced on-
Old: Rou_te 3 N (completed October 201 0) and apprommately 40 old serwce lmes




s into the database. .
Recommen atlon Number \

v 'f:W|th MCWD Tariff Sheet No.19.~

L .ONGOING |

' ,_"‘alResponse to Martln County
,_Page 11 of15 Lo

.' """'.-"procedures regardmg the reportmg theﬁ of serwce and how the |ssue IS. to be;_f. ot
. resolved. . Finally, since the District's r Do
e April 41, 201 2 stated tha_t_ thef‘l of wal r was:a contnbutlng factor.in'its hlgh water:_i'. Qo

response to the Def' crency Report dated -

""'loss, prowde an’ update ‘w,n_how many ustomers have been prosecuted fort eft,: . .

. ‘and the resolut

e . Step 2 Whether: the”éounty has i 1mplemented 911:8ervice and a: status,,report on=t B

i 'V'progress toward hawng the Dlstnct's customer meter locatlon lnformatlon placed :

Establlsh procedures and, take act|on neces "ry to assure ‘comphance;

-:f Th : District..

Attachment No ;

R ) contams the’ usage""l’or the blllmg penod Prevrous reports |nd|cated that the new._

billing software had the ablllty to monitor b||l|ng and Usage. data for. accuracy Itis -

- _accuracy is bemg momtored

(R Recommendatlon umber lV-3

" 'not clear how, this report accomplishes: that:task..-For the next, progress: report,
A p]ease descnbe ‘how (the. procedural steps taken customer usage;‘ nd b|lllng '

s Improve collectlons of past du : accounts

o :Step 1:PreV|ously completed 1_

' Step 2 There has been no reportable actlon taken on. Step 2

B .‘, : Step 3 Th|s recommendat|on is related to Recommendatlon IV—1 Step 2 ':- L -
IONGOING | .

Step 2 For the next progress report please provxde an update on the number of
account delinquencies for non-payment in 2011 and 2012 and how the District is
workrng to resolve those issues.

Recommendatlon Number IV-5
Prowde meter readers addltional tools to complete thelr routes t|mely and

safely.



Recommendatlon Numbe V-7

Cons:de 'mp!ementlng bi-monthly _eter readlng for resld nt|
contlnum' , o' blll customers monthly

: Y __for the February 2011 board meetlng :

o -_"The purpose of the recommendatton was to sho the'meter readlng - to-f" .

L billing cycle- and |mprove the Dlstnct's ‘cash flow ‘Since the new b|II|ng system is:
. able to: render’ an’ estlmated bill,” bi- monthly ‘meter: readmg i$ possibié: For the

, next progress report please prowde a copy of the February 2011 Board mlnutes '
s -"where the rssue was dlscussed and how the rssue has been resolved

L iThe Dlstnct reports that'thebl smonthly bll[rng |ssue wull be'placed on th Agenda'_-'_ : e



o recommendatlon :

?,_\Response fo Martln County
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Ina: pre\nous response; the; Dlstnct prowded cop|es “the ¢ Gen er. aI Mar ager’s ]Obi"‘;

| dutles and-the Policies. and:Procedures Manual... However fit-did not: -appear that o

the General Manager’s job’ descnpt:on fulfilled the intent of the recommendatlon
' For the next progress report pléase provide an update ‘on how the General_.l .
~~"Managef’s job., descri tlon n the Pohmes and .Procedures Manual satlsf ies: thef:'_,*

T Recommendatlon Number V-4 L - ‘
ANy As soon as fundlng is. avallable arrange for_ an extemal au, it of the _

Dlstnct's fi nanclal statements and then conttnue these audlts on a tlmely basls._

gorngfonrvard - S wiv S e

Steps 1-4 n |ts July 2011 response the Dlstnct reported that Steps 1 - 4 W|ll be
addressed at the February Board meeting. '

ONGOING



_”ONGOING

e 'Response teMartm Countyw"- e
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- .Councn to- dlscu AR
.fundlng and any. speclal concems A Ietter from the Blg Sandy ADD announcmg AR
. the quarterly Water Management Councﬂ meetlng was: attached to'the’ response:; Sl
nits July. 2011 response there was no further reportable actlon taken an’ thrs,_ L

i

' recommendatlon""‘-‘ ST e e



L ---';'_"____Response to Martln County

g -'__..'}.help produce sayl gs ‘for the Dtstnct through cooperatlve effort with: its o
./ neighboting": utilities.” The: consultant’s report. prowded several areas'where-‘_ S
.i.+ savings: might be realized .through’ cooperatlve effoit. .. For ‘thé/ne progress. ..
,-report please prowde an update on"whether the Dlstnct has undertaken any
h dlscussmns W|th |ts nelghbors on any jomtl cooperatlve prOJects : -




APPENDIX D

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION CASE NO. 2016-00142 DATED APR 1i 2016



CQMMONWEALTH OF: KENTUCKY
- " PUBLIC SERVICE: COMMISSION
UTILITY. INSPECTION REPORT

Report Date: December 12, 2014

Report Number: MartlnCountyWD1210_14A _

Inspector: - .
Inspection Date:

; Type of Inspection:
Type of Facility:

' Name of Utility: -

Location of Facility:

Purpose of.inspection:

"Applicable Regulations:

BRIEF

Jason Pennelt

‘ December 10, 2014

Periodic Regulatory Com'pAIianfcef Inspection

- Treatment and Distribution

Martin County Water Districft

387 East Main Street Smte 140
Inez, KY 41224

*:venfy comphance wnth PSC regulatlons

Description of Utility:

Number of bﬁStome_rs_: :'

" Area of Operation:' o

o Supply Sou:'rc‘e;

" Distribution Qes'crip:tioh:,

‘Workforce Summary:

Utility Reps. in Inspection:

Date of Last Inspection:

) KRS Chapter 278 and 807 KAR Chapter 5

INSPECTION '

Dlstnbution systern o
3, 700
_ Martin County

Martin County Water DtstrictWater'Treatment Plant |

Average dally consumption of approximately 1,884,997 gallons, 300 miles oOf
dlstnbut:on line; total. storage capacity of approxrmatety 2,617,000

13 Employees

Joe Hammond, Consultant John Mt||S Superintendent, and Tom Allley, Water
Plant Operator

April 11, 2012

- DTR from Last Inspection: 5

DTRs not Cleared:



COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION
UTILITY INSPECTION REPORT
Report Date: December 12, 2014

Report Number: MartinCountyWD121014

FINDINGS

Utility did not produce pressure charts that showed a continuous 24 hour pressure recording for one week per
month. 807 KAR 5:066, Section 5(2).

Martin County Water District has not filed with the Commission a copy of its water purchase contracts where
the utility purchases water from Mountain Water District and Kermit, WV as required by 807 KAR 5:013,
Section 13.

Utility does not have a tariff in place requiring fire departments, who withdraw water from its water distribution
system for fire protection or training purposes, to report usage or a penalty for failure to submit the reports 807
KAR 5:095, Section 9(1)(2).

ADDITIONAL INPECTOR COMMENTS
Water loss for 2012 was 60.87 percent and water loss for 2013 was 60.86 percent.

During the inspection visit, the utility was made aware of the regulatory change to 807 KAR 5:006, Section 26
Section (3) which requires the addition of the date, time of inspection, and the person conducting the
inspection onto inspection logs/forms of facilities. Commission Staff will verify this on the next inspection visit.

The utility stated that they have added two meters to its system to help monitor leaks. The utility is also
working with Kentucky Rural Water to help identify leaks.

In 2013 the utility replaced 3 miles of distribution main and the service connections on the main. The project

was financed with Coal Severance money.

son Pennell“'
Utlllty Regulatory and Safety Investigator ll|




Martin Courity Water District - *

December-10, 2014

Pagelof26

.. Division of Engineering
Water and Sewer Branch -
Water Utility Inspection”

Genieral Information

TREATMENT FACILITY

.. Source Water:

’-Fiésféfvoir lake supplied by pumping frdhi'the Tug River - -

Pianit Capacity:

2.3.mi_ﬂi6n gallons per day

3, Avg. Amount Produced:

1,884,997

Plant Constru_cted

1969

Plant-E.xp'anSibn: (if a_n_y)::

In 1987 clarifier # 2 was added and in 2000 clarifie # 3 was added.

DISTRIBUTION FACILITY




- 10,

11.

12.

Martin County Water District . -
December 10, 2014
. Page20f26

Source Water:

The utllmes water treatment plant, but the utility has the abillty to purchase water from
Kermit, WV and Mountain Water Dlstnct in.an emergency situation.

Area of Operation

Martin County

Miles of Water Line .

300 miles of 14"-1"

' Avg Amount Purchased:

Yearly Avg. ELoss.s: ~
2013-60.86%

2012-60.87%

Does the utility’s unaccounted-for water loss exceed fifteen percent (15%) of total

water produced and purchased in accordance with 807 KAR 5:066, Section 6(3)?

Yes.

How does the utlllty control |ts water- loss in the system"

Leak detection, the utlhty has 16 master meters they use to help with leak detection.

E The utlllty is also starting to work with Kentucky Rural Water to help with locating leaks.

13,

Does the utility have a proactlve water loss prevenhon/leak detection program in
place?

Yes
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16.

17.

18.
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Does the utllrty have a tarrtf in place to require water users, for the purpose of

flghtmg fires or training firefighters to any city, county, urban-county, charter
county, fire protection district; or volunteer fire protectron d:strrct to malntam
estimates of the amount of water used for- fire protectlon and tralmng, and to

report this water usage to the utrllty on a regular basrs per KFIS 278. 170(3)‘?

Yes, but no fme

is the utility hmlted by contract to purchase a mimmum amount of water per
month?  |If S0, Llst the mrmmum amount:

No

Is the utility limited by contract fo a maximum amount of water per month? If so,
what is the maximum amount allowed:

No

Does the utility wholesale water to other utilities? ‘If o, what utilities:

No

NUMBER OF CUSTOMERS

List:the number:of customers last bitting ‘p_eriod:'

.3.700.

List the number of requests for service (meter connections) received by the
utlllty

2013-467




20,

21.

22,

23,

24,

25,
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. LAST INSPECTION: FOLLOW-UP

Date of last PSC inspection and number of deficiencies noted in the last réport:

ApriI 11,2012, 5 deficiencies (Unaccofj'n‘ted for water'tos:e"fire departtn'ent' tariff,

Dld the Utlllty respond to the deflclencies noted i in the Iast mspectlon report"

Could not find a response from the Utlllty

OFFI“C'E‘ZINFORMATION |

Does the utlllty dlsplay |ts rates and conditions for service.or a sign stating they

are avallable for rewew in accordance with KRS 278. 160(1)

Yes

Does the ut:llty provide in |ts place of busmess a suntable area avallable to the

,accordance wuth 807 KAR 5: 01tsec 127

Yes

Does the utility have any special contracts in accordance with 807 KAFI 5: 011
Sec 13?7

" Yes

Has the utility filed these contracts with the Commission?



26.

27.

28.

29,
© a0,

31

32.

Martin County Water District -
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employees to assist their customers |n accordance wrth 807 KAR 5 006 Sec.
13(1)? , ‘ Coo

Yes

Isa telephone number published in all areas served (if servrce area extends to
other ‘counties) to permit customers to contact the ut|||ty in accordance with 807

'KAR 5:006 Sec. 14(1)?

Yes. -

Does. the utlllty have at least one employee desngnated to resolve dlsputes,
answer questions, and negotiate partial payment plans in accordance with 807
KAR 5:006 Sec 14 (1)(a):

Yes,

How many employees doés the utility have?

13- 4 water treatment' operators, 6 distr'ibution op_erators,'and 3 office employees

'How many days a week | is-the offlce open in accordance wnth 807 KAR 5: 006 Sec.

14(1) (0)?
.

As a mlnlmum for utilities under $250, 000 gross annual operatmg revenue, are
the customers of the utrllty prowded ‘with a desrgnated representative available

answer questrons they may have?

N/A

1f the utility finds a customer s usage unduly high, are they notifying the

customer in writing during or immediately after they do an investigation in
accordance with 807 KAFl 5:006 Sec 11(4)(a)‘?



- 33

34,

35.

36.

37.

38.

39.
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Does utlllty have on file at its principal: offlce an updated water d:strrbutnon

_system map in accordance with 807 KAR 5:006 Sec.23?

Yes

Has utility frled a copy of such. map upon request with the Commrssion"

“Not requested

: Are aII records requlred by PSC regulatrons kept in the office of the- utlllty and

available to staff of the PSC upon reasonable notice at all reasonable hours per
807 KAH 5:006 Sec 247

Yes

Does the utility have an. Operatlon and Malntenance Manual per DOW’s regulation |
401 KAR 8:020 Sectlon 2(13)and PSC regulatron 807-KAR 5:066 Section 3(1)?

Yes

Does this manual contaln a proactwe meter testmg/replacement (change out)
plan?

Yes

.Does this manual contain a proactive leak detection/water loss pr'eVerttion plan?

Yes

Does this manual contain a proactive asset management/replecement plan?

No




40.
a1,

42.

43.

44

45.

46.

4.
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CONSTRUCTION

‘What was the last calendar year the litility performed any construction?

2013

How was the project financed?

- Coal Severance

'The ‘construction pro;ect consists of

Length of water line: 3 miles of water line and the service Ilnes
Number of pump stations:

Number of water storage facilities

Additional construction:

N/A |

Did the utlhty receive Commission approval for this project in accordance with
KRS 278 020 or KRS 278 0237

No "

ke

If yes were as-built plans and a certmed statement submltted to the Commlssmn

within 60 days of substantial project completlon'?

Nao

If: not ‘was a written opinion by Ccmmlssmn staff regarding ordinary course of

business (807 KAR 5: 001 Sec.9) recewed by utility?

No -

Proposed construction projects:



48.

.49,

- 50,

51i

52.

53.
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.Noné

Will the utility be applymg fora Certlflcate of Publlc Convemence and Necessny

'(CPCN)" If not, explaln

NA

Will the utility be requesting Commission staff opinion to see |f proposed

~ construction is within ordinary course of busmess per 807 KAR 5:001, Sec. 9

No

" METER TESTING INFORMATION

Does the. utility make quarterly reports on forms prescr:bed by the COmmlssmn

807 KAR 5: 006 Sec. 4(4)"

Yes.

Does the utility test its own meters?

Yesuptoa 1" meter

Are utility employees certified by the Comm:ssnon to do thelr own meter testing in
accordance with 807 KAR 5:006 Sec. 17(4)?

Yes

‘How do you ensure utlllty meter testmg staff are tramed and updated on the latest

procedures?

Public Service Commission
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How does the utility ensure that meter testing eqmpment remain in a conditionto -

Publlc Ser\nce Commtssnon

Does the utility have an outside: agency perform its meter testing per KAR 5:006
Sec. 16(2)” 1t yes, prov:de outside agency name:

. Cl -Th-_qrnburg on_ meters over 1"

56

57.

58,

59,

60.

61.

62.

‘Has the Commissioh been notified? -

Yes

Is the utility stot'ing any-or all of its meter test and historical data ina cemp__uter
storage and retrieval system in accordance with 807 KAR-5:006 Sec. 18(4)?

Yes

Has the utility riotifiéd the Commission of this?

Yes

Does the utlllty keep a backup of this. mformatlon" If so how often is this
information backed up? :

Yes, daily

Does the utility have installed at each source of supply, a suntable measuring

dewce (master meter) pef 807 KAR 5 066 Sec. 6(1)"

Yes'

Who is responsible for the testing of the master meters?

Martin County Water District

Is meter testing responsibility expt iclitly specified in water purchese eentract?

Yes



63.

64.

65.
66,

. 67.

68.

69.
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Identify master meter, location, size:and date last tested.
N " Master Meter Sl"z'e' Iccaticn__ g -_jj;.: T DaeLastTested N
| I T "Kermit; wve A T Notlnuse R
2 Mountam Water Dlstnct 2" -7 Notinuse "

Is the utility testmg aII water meters perlodlcally in accordance W|th the 807 KAH
5: 066 Sec. 17(1)? ' : .

‘Yes

What test period is the utility on for meters 1” and 's:maller?

10 years

In'the past year, how many meters 1” and smaller has thie utility tested?

600?for 2014

How many 1” and smaller meters have been m service for10. years wrthout bemg
tested" -

None

SAFETY PROGRAM :

Has the utility adopted and executed a safety program in accordance W|th 807
‘KAR 5:006 Sec. 252

:Yes

Does the utility have on site a safety manual with written guidelines for safe
working practices and procedures to be followed by utlhty employees in
accordance with 807 KAR 5:006 Sec. 25(1)?

Yes .
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work per 807 KAH 5:006, Section 25(2)?

| :'Safety Meetlngs

T
i __date)

72.
7.

74
75.
76.

77,

78.

Yes, November 201 4

resplratlon in. accordance with 807 KAR 5: 006 Sec 25 (3)"

Yes

Are all vehicies equipped with First Aid Kits?

Yes

Are'all vehicles equipped with Fire Extinguishers?

Yes

Are safety Ii:ghts used on all vehicles?

Yes

“|dentify the person responsible for the Utility's Safety Program?

Albert Osborne

Did the utility experience any work related accidents of its employees within the

last: 12 months?

No -

Was there a record kept of these accidents?



79.

80.

81.

82.

83.

84.

85.
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NA

Was the accident(s) reported to the Public Service Commlssron in accordance
with 807 KAR 5: 006 Sec 277

Do all employees have |dent|f|cat|on that will identify them as an employee of the “

utlllty in accordance with 807 KAR 5: 006 Sec. 20?

: Y'esg -

| INSPEETION:PRQ(':EDURES'

Does the utlllty mspect allits facrlitles per 807 KAFI 5:006 Sec. 26(6)(a) (b), and
(c)? '

Yos

Identify utility inspeétion personnel:

- John Mills

Has the utility. adopted a written inspection procedure to assure safe and

‘;adequate operatlon of its facilities per 807 KAR 5:006 Sec 26(1)"

Yes

Has the utility- conducted a vulnerabrllty study for terronst and other rntentlonal

acts in accordance with the Safe Drinkmg Water Act Title XIV Sec. 1433'?

Ye‘s “

Is a written inspection record kept on the following per 807 KAR 5:006 Sec. 26(3)?
Wells and/or raw water pumps: Yes
Treatment Plants Yes
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87.

88.

89.

90.
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Valves: : Yes-on work orders
Pump Stations: ' _ Yes :
Blow-Off Valves: Yes-on work orders -
Water Storage Facilities: Yes
Vehicles & COnstructlon Equipment: Yes
Bunldmgs e : Yes

Has the utility filed a copy of its lnspectlon procedure with the Commlsswn in
accordance wnth 807 KAR 5 006 Sec. 26(1)"

- Yes.

Do the mspectlon records |dent|fy the mspectlons made detlclencles found and
action taken to coirect the deflclencies in accordance with 807 KAR 5:006 Sec.
26(3)? , .

Yes

Is the utlllty allowed access to all ut|I|ty s equnpment located on a customer s
property during reasonable hours for operat|on and mamtenance in accordance
wnh 807 KAR.5:006 Sec. 20?

"-Y'es? :

Does the utlllty mspect all serwce lines between the water meter and: the place of

If not, d__oes the utility sub_stltute its msp_ectlon_ for the m,s_pec_t,lon by an
appropriate state health or local plumbing inspector?

+Health Depa_rtment

IS proof of this inspection presentad to the utility?

Yes

METER READING
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92.

93.

94,
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How often are the utllrty s meters read?

Monthly

Who reads the utilities meters?..

The utrhty reads all but approxrmately 2,000 meters The meters that are not read are

. read by a contractor

Is the utrlrty keeprng a record of all meter readrng informatlon per 807 KAR 5: 006

Sec. 7(5)?

Yes

Is the. meter regrstratron the same units as used for brllrng per 807 KAR 5:006 Sec.

7(4)?

Yes

Does the utrlrty verify customer-read- meters at least once in a calendar year per
807.KAR 5:006 Sec. 6(5)9 Has the utility includéd the form of bill to be used in its

tariffed rules per 807 KAR 5:006 Sec. 6(5)?

N/A

Does the utility charge any flat rates for unmetered service per.807 KAR 5:006,

Sec 7(2)?

No

Does your utility prorride free or reduced rate service to any person or entity per
KRS 278.1707 If yes, who?

No

Do you have a PSC approved tariff setting those conditions?



99.

" 100.

- 104.

102.

103,
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CUSTOMER COMPLAINTS

Is the utility keeping a record of all customer complarnts in accordance with 807
KAFI 5 006 Sec. 107

Yes

Does this record show the followmg in accordance with 807 KAFI 5:006° Sec 109

Name of complamant
Address of complainant:

‘Date and nature of complaint:

Adjustment or dlspos:tlon

Yes.

rAre.‘co_mplai'n't records kept for two (2) years from the date of resolution?

Yes'

Does the utility provide the complalnant an oral or wntten notice of thelr right to
file a complaint with the Commission mcludmg Commission’s address and phone

:number for all complaints that are not resolved per 807 KAR 5:006 Sec. 10?

Yes

cuST‘oMEH S_:EBVICE INFORMATION

Yes
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" tb4; Does the utlllty provide mformatlon to customers on the method of readlng
meters per 807 KAR 5: 066 Sec. 2(3)? .

Yes

105. Does the utrllty have a statement of the past meter readmg of a customer for a
period of two years: pér 807 KAR 5: 066 Sec. 2(4)? ) -

Yes

WATER QUALITY/RECORDS

106. Does. the utility provide to any customer, upon request, a description in writing of
chemical constituents and bacterrologlcal standards of the treated water (such as
the Consumer Confndence Reports “CCR" reqwred by the Natural Resources
Cablnet) per 807KAFI 5:066 Sec. 2(1)?

Yes:

107. 'Has the utility been in. compliance: wrth the water quallty requlrements of the
Division of Water within-the Iast twelve months per 807 KAR 5:066 Sec. 3(1)"

No .

108. If not, how many violations did the utility receive, and what were they?

One for combiried turbidity above the limit.

109. Is the utility under an Agreed Order with the Division of Water?

No

110. If yes, what are the issues?

- N/A
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111. Does DOW have utillty oni tap-on ban or aline extension ban"

Noi'-

112.,: Dld the utility have any public notifications reqmred by Division of Water
) regulatlons such as boil water advisories, notices, CCR, etc. that need to be
reported to the Commission per 807 KAR 5:066Sec. §(4)(b)‘?

No

113. I$ the PSC notified of these public notifications?

Yes

114. Is a cross-connection prevention prog_ram-a\'railable?:

Yes

115. Has the utility made a' ‘physical connection between its dlStl’IbUthl‘l system and .
that of any other water supply in the past year per 807 KAR 5: 066 Sec 3(3)(b)° it
yes, what system? -

No

116. Was the Commission notified prior to such connections?

A

117. Is there a contract between systems?

N/A

CONTINUITY OF SERVICE

* 118. Does the utility keep a record of all interruptions per 807 KAR 5:066 Sec. 4(5)?
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120,
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On work ofders

Does thls record contain the followlng information:

Date of mterruptlon
Cause of interruption:
Time of interruption:

‘Duration of mterruptlon

Remedy and steps taken to prevent recurrence

Yes .

Does the utlhty notify all customers and fire officials, if appl:cable, affected bya .
scheduled interruption per 807 KAR:5:066 Sec. 4(2)?
.Yes

If yes, does this information state time and anticipated duration?

Yes

Does utrllty notlfy flre protection othclals if appllcable during emergency

mterruptrons per 807 KAR 5:006 Sec. 4(1)‘?

Yes

Does the utrhty have available dual/standby pumps capable of provrdlng the

-maximum daily pumping demand of system for use when any pump is out of

service pursuant to 807 KAR 5:066, Sec. 4 (3)?

-

Yes

Wwill one pump meet the maximum daily pumping demand for its affected
customers?

Yes
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Do both pumps need be operated simultaneously to meet maximum dally

Are both pumps operational at this time?

How does ut:lnty ensure that both pumps are operatmnal"

Inspectlon of pumps and alternate when the pumps are operatlng

| _&1?&:
120,
130.
e,
_ 1.32..

133.

How does utility operate/control its pump stations?

SCADA

If ut|I|ty does not have-dual pumps, are standby. pumps avallable to meet the

max:mum dally demand?

N/A

Identify those Iocatnons of pumplng stations in your system where standby

';pumps are not ava:lable, if any.

N/A

Does the utility keep a record of all water flushed from hydrants?

No

Are all dead ends.provided with a ﬂushmg device per 807 KAR 5:066 Sec. 8(2)? lf o

no, how many need a flushmg device?

Yes

Are all dead ends flushed at least annually per 807 KAR 5:066.. Sec. 8(2)?
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135.

136.
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138,
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140.

141.
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.Yes

Are all flush Hydrants properly sized in accordance with 807 KAR 5:066 Sec. 8(2)?

Yes

Does the utility keep a maintenanée record on flush valves?

On work orders

Who is in charge of .!th.e'ﬂd'shin'g program?

Réymbhd Jude

Does the utility keep @ record of its valves in its distribiition system?

Yes

Does the utility have a periodic exercise program for its valves?

'Yes

Does the utility mark the location of its valves?.

Yes

Who is in ¢charge of the valve program?

Raymond Jude

Does the utility provide fire hydrants for fire protection?

No
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Do the: Iocal flre ofﬂmals prowde the ut:hty with records’ of water used for fire

‘protéction?

Harely

Are fire hydrants constructed after 1992 certified as havmg adequate and reliable

. fire flows by a professional englneer with a Kentucky reglstratlon per 807 KAR

144,

145.

146.

147.

148.

149.

5:066 Sec. 10(2)(b)?
N/A

Who is responsible for maintenance of fire hydrants?

N/A -

:Does fire protection adversely affect utility customers’ service quallty during

use? If yes how:

NA

WATER PRESSURE

Does the utnhty own at ieast one: recordmg pressure gauge per 807 KAR 5:066
Sec: 5(2)? .

Yes

Number of pressure recor:ders'owned by the utility? .

1

Number of pressure recorders in working order by the utility?

1

Is the utility maintaining a recording pressure gauge in its distribution system.at
least one week per month per 807 KAR 5:066 Sec. 5(2)?
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No. -

Number of pressure charts over the last twelve months? |

0

Do pressure charts show the date and time of beginnmg and ending of the test
and the Iocatlon at wh:ch ‘the test was made per 807 KAFI 5:066 Sec. 5(3)?

NIA'-' :

Are ‘pressure survey records maintained at the utility’s prmc|pal off‘ ce per 807
KAR 5:066 Sec. 5(3)? :

N/A

Does the pressure at any customer $ semce pipe anywhere in system area fall

below (30) psig-or exceed (1 50) psig'per 807 KAR 5:066 Sec 5(1)”

Utlltty stated it does not

WATER SHORTAGE RESPONSE.PLAN

Has the utility filed a Water Shortage Response Plan wrth the Natural Resources -
Cabinet?

Yes _

Has the utility filed a copy of this plan with the Public Service Commission per
807 KAR 5:066 Sec. 17?

Yes -
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WATER STORAGE FACILITIES

156. Provide tank location, storage capacity, iast inspection and mamtenance
performed on all storage facilities:

‘Tank.and‘Locationé 5 Storage and ‘ ast lnsgechon[ |
| | | Cagaclty Gallon (- Mamtenance

1 ek

| Bucks Croek 500,000 T 10/20/14

L'me R°°k°35“e — [ 150000 | | oA

293South . 100,000 1025114

BigEk— 7"100000 B

.ClearWeIITanks @ (2)500000 T 1120714

Turkey T — 50,000 | 11/6AF

o MarcusWeIIs . . 200,000 . | ‘“"1"0/‘28/14.‘.

Calloway T 100,000 | 11/1/14' |

ol @ ~f o o a e Nl

" Ofto Brown . * L ‘;;fzeoooo T 12/7/14 T

‘Buffalo Horn T 50,000 03114

R
0

I Blg SandyAlrport- . 1,040,000 | 112RE

B
—e

_L:
N

KY 645 U [ er000. | - T 1ZAAa

157. Total Storage Capacity

2,617,000

158. Average Daily Consumption

2013 annual report 1,884,997 gallons per day

159. W|II more storage facllltles be proposed and when will this be done?
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160. If totai storage capacrty is less than average darly consumptlon wiII a dewatnon '
from 807 KAR 5: 066 Sec 4(4) be requested and when will this be done?

N/A

PUMPING FACILITIES

161. Prowde pump Iocatron number of Pumps/GPM last mspectlon and mamtenance hE
performed on all pumpmg facilities: -

_WP.ufhg"Loeation._ RS

Last Inspection/

o o GPM ‘Maintenance:
BN “KY 40 East ~2/500 T 122013

Big Elk |

S 2/240

1212015 7

B'oné Hollow

2/30"'-

TTi2A5M3

T 7130

KY 292 1272913 "
Turkey 2000 1212013

o af & wl n

TKYaS

"2/420 -

~12/2013

7T Calloway 200 1210713
8 | | ottoBrown 2/245 112114
9| TKY 645 T a0 TRAE
0 Feter Cave 280 11214

1] Buffalo Horn T 2k0 . | - 12753
Pl Davella 27350 “1570/13
13 Cassell Branch 2/30. 12/15/13
2] :,_Big.Lick Branch 2/3'0

12/15/13
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15

Meathouse

2/25

12/15/13
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Fleld Review: (System -'storage Tanks - Pump Stations)

Facilities Reviewed:

1.

Tank: Clearwell #1
Capacity: 250,000
Condition: - No visible issues |
2' B : ‘ R |

Tank: .. - Clearwell #2
Capacity: - 250,000
Condition: No visible issues
3

Pump Station: 40 West
Condition: No visible issues




- ,-’artln County l‘f;;ater Ilstrlct
' December 10, ”*-?014



Clarifier #2 at Water Treatment Plant Clarifiers at Water Treatment Plant

P Il
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APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION CASE NO. 2016-00142 DATED  APR 1§ 2016



Steven L. Beshear David L. Armstrong

Governor Chairman

Leonard K. Peters Commonwealth of Kentucky James W. Gardner

SBCI’B{ETY Public Service Commission Vice Chairman
Energy and Environment Cabinet 211 Sower Blvd.

P.O. Box 815 Daniel E. Logsdon Jr.

Frankfort, Kentucky 40602-0615 Commissioner

Telephone: (502) 564-3940
Fax: (502) 564-3460
psc.ky.gov

October 9, 2015

Mr. William Harvey

Martin County Water District
387 East Main Street, Suite 140
Inez, KY 41224

Re: Periodic Water Inspection
Martin County Water District water system
Martin County, KY

Dear Mr. Harvey:

Public Service Commission staff performed a periodic inspection of the Martin County
Water District water system on December 10, 2014, reviewing utility operations and
management practices pursuant to Commission regulations. The report of this
inspection is enclosed with this letter.

Based on the inspector’s observations, the following deficiencies were identified:

1. Martin County Water District was not conducting pressure recordings through
its system as required in 807 KAR 5:066 Section 5(2). This regulation
requires that a pressure gauge be maintained for a minimum of one week per
month in continuous service at some representative point on the utility's
mains.

2. The tariff for Martin County Water District does not address penalties for fire
departments not reporting their unmetered water usage to the District as
required in 807 KAR 5:095 Section 9. This regulation requires fire
departments to report their water use quarterly, and that the penalty for not
submitting these reports shall be stated in the tariff.

3. Martin County Water District failed to obtain Certificates of Public
Convenience and necessity on construction projects that extended the area
where water service is available to customers in 2013. This is a violation of
KRS 278.020 which requires a Certificate of Public Convenience and
Necessity before beginning construction on water line projects.

The following deficiency was noted on the previous inspection on April 11, 2012. This
deficiency from the previous inspection has not been addressed. It will need to be
addressed with this inspection.

KentuckyUnbridledSpirit.com ](ﬂﬂ'"d@ﬁjm An Equal Opportunity Employer M/F/D
UNBRIDLED SPIRIT -
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Martin County Water District water facilities
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4. Unaccounted for water loss is over 60%, above the 15% recoverable water
loss that is permitted to be recovered in rates as required in 807 KAR 5:066

Section 6(3).

For the four deficiencies listed above, you will need to inform PSC Staff how you will
remedy these deficiencies. You will need to address each deficiency in a letter providing
the following information for each deficiency:

s Why the deficiency occurred

» Whatis being done to correct the deficiency

« What action s being taken to prevent this deficiency from cccurring again

The letter addressing the District's actions regarding the deficiencies needs to be
returned by November 23, 2015.

These deficiencies were not addressed with the April 11, 2012 inspection. They appear
to have been corrected in the December 10, 2014 inspection, but shall continue to be
monitored by the Martin County Water District.

5. Martin County Water District needs to test all of its meters every ten years.
While 600. meters were tested in 2014, it appears that this number is a catch
up spurt. A regular, planned meter testing program needs to be established.

6. Employees need to be trained in accepted methods of artificial respiration.
This needs to be a routine process for new employees and for necessary
refresher training.

If you have any questions regarding this inspection, feel free to contact me at 502- 782—
2614 or via email at Mark. Rasche@ky.gov.

Sincerely,

sk Kasche

Mark Rasche, P.E., Manager
Water and Sewer Branch
Division of Engineering

Enclosures

Copy: Mr. John Mills
Martin County Water District
387 East Main Street, Suite 140
Inez, KY 41224 ‘
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RECEIVED

COMMONWEALTH OF KENTUCKY. OCT 27 2015
BEFORE THE PUBLIC SERVICE COMMISSION PUBLIC SERVICE
COMMISSION

In the matter of:

(rav+4 -Lee& |/ !
(Your Il Name) g
COMPLAINANT )
)
)
W\cxf\*m Ooov?h\ w‘x“wb” ot
(Name of Utility) () )
DEFENDANT )
COMPLAINT
The complaint of: Q& fu e (( . respectfullyshows:

((Your Full Namey

(a) CCC\WW MQEQ((

Your Full Name)

3& ‘EC_’)\C \LQ LQ\!& k&"‘l’\&f’)(

{Your Address)

q\bqll@h N\ south, net

(Your Email Address)

(b) W\G/—k\v\ CD&)VC(‘\Q,_ L\)CL“LQ./ j)\g&(‘éj

(Name: of Utlily)

Vle?..\ \QW "‘(la&é

(Addregg of Utility)

o ot (See obeched \ethes)

(Describe "here, attachlng additional sheets if necessary,

i ‘fhe specific act, fully and clearly; or facts that are the reason

 and basis for _thé complaint.)

Continued on Next.Page



Formal Complaint

. VS,

Page 2 of 2

Wherefore complainant asks. Sie— Q‘HG@_L€£ \Q‘HEJ’—-

~ (Specifically state the rellef desired.)
| L)—)-Q—— \/\-meci Ve\mua Sefvice QW\J \
Qs h ’]('f\c’l ‘.G.U*‘z;“towé/% L _lrfr\e:; Srea
LJ\M?“’- \ \1J-e. ‘De_SQWU tCtE’.tc[' ﬁll;(_._ .
Q%]mcem+ h)a"(e/ (“&\:,'\“(gch\‘ﬁ. OAck \ mf\ark ~ :
C‘oumH LQJ.'LQJB ‘\7(’: (o SLJD@[?S tfe_t \;J«e S¢ Nt

Dated at LDU 6\ “ . Kentucky, this & ?)_ day

(Youfy City)
Qm{a bes
~ (Month)
(Your S?nature‘) :
\o/ 2215
(Name and address of attorney, if any) { Date

*Complaints by corporations or associations, or any other organization having the rightto file a
‘complaint, must be signed by its attoney and show His post dffice address. No oral or unsigned:
complaints will be .entertained or acted upon by’ the commission.



The Martin County-Tieg Valley
MOUNTAIN.
G l'l 17N
Main Street-- Cain, Butldmv
P.O. Box 1029 7
Inez, Kentucky 412244
PHONE (606) 298-7570 FAX (606) 298-371 |
E-MAIL: mountaincitizen@bellsouth:net

Oct. 23,2015

‘Kentucky Public Service Commission
Atti; Gihni Smith i

PL. Box 615,211 Sower Blvd.
Frankfort, Ky., 40602-0615

I am sending this as: a .sppplement for my formal complaint to the Kentucky Public Service
Commission, along with a letter that I-sent on Aug. 18, 2015.

As stated in my initial complaint, the water district simply cannot keep up with.customer demand
-given its. water-rate loss (Currently down ‘froin roughly 62 percent.to around 57 pércent, according
to its. latest filing with your ageney). Winter-is approaching and with projections being frigid
temperatures ljke we experlcnccd last winter, [ foresee customers in the eastern end of the county
'will experience outages through the ni ight-wlien (hey cut back Pressure on the tanks'serving thatarea
fo iheet daytime: demand.

“This is a Toutine practice of the watér district. OF course, they will ot admit it, bit the evidence
bears this out. The latest-incident occyrred after midnight on Tuesday, Oct. 20. My wife was.
scheduled for out-patient surgery at King' s Daughters Medical Center in Ashland and had to be
there at 7:45 d.m. after showering and using antiseptic soap {instructions she received from her
doctar) for removal of a kidney stone.

Our pressure dropped after mldmnht and was off by 3 aun. 1 called the waterdistrict that morning
Aafter coming:to work to see if a’ boil water advisory had been jssued for our aren. | was put throuvh
to-Joe, Hammond, former. general manager for the waler district who works now: as a consultant,
Haminond said Lie was told worker had been. doing sorie féak tlétection in that.aréa and were told
‘they:could shut water off at valves in-dn‘attempt to locaté léaks: He added that the District, he wis
told, received permission: from Damon White. regional ingpector for the Division of Water in
,Hazard that they could do this. for two hours for a nm~hotu periad without issuing @ boil water
-advisory.

I don’t believe that is the:case: It's just another excuse for shutting down or cutting back service in.
our area. I believe by law the districtis required to alert the public for any type of schedunled outage,
which was not done in this case.

In closing, this newspaper | hias a history with the water disuict that dates back to around 2000:200]
when the PSC issued a rare emergency. order fequiring the district take immediate steps to:correct
very serious problems. There was some progiess made after this was pubhcrzed statewide: Under
the direction of Hammonid. the watér district made sigrifficant improvements in. both service and
waterqu'lhty Since his retirement a few years ago, conditions have slipped somewhat, although he:
still remains as a consultant,

Atany rate, I am still asking that something be done to correct this problem. The water district will



cut comers and do anything to maintain a good public image-while, in my opinion, routinely.
violating.regulations.by both the PSC and DOW. 1 have a suspicion that daily sampling the district
is required to do'in branches along its distribution system Is ndt Being done. An older employee..
Samue] Abraham McGinnis (known:by evéryone as “Abe) used to perform this task. Heleft a few
years ago, and ['ve checked areas where he used to take samples, and no one has visifed these sites
since his retirement due to health reasons.

Thank you for your dssistance.

Bﬁl'l @ Q 2
Cﬁ'stomér- of the Mart‘inéOUth Witer District
? S . \‘ 'Sf?blmﬁ\féti.é o o \MF[Q 1 v\+‘ +0 FJT\,\&
| 1. day e
Division o] Waker earlier to o 7o

%fqv\nd}c’_b, '?f‘cvm A 2, —Uwe__ |
el do Goaar Smidh.
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-The Martin Connry-Tug Vadley
MOUNTAIN
TCITIZEN
Main Stréet - Cain Building
P.O. Box 1020 i
fnez, Kenticky. 41224
PHONE (606).298-7570 FAX {600 298-3711
E-MAIL: mountaincitizen@bellsouth.net

Aug. 18,2015

Kentucky Public-Service Commission
Attiv: Ginni Smuh
PO. Box 615, 21 [.Sower’ Blvd.
Frankfot, Ky., 40602:0615

. :

Dear Mrs. Smith:,

My nainé is Gary Ball, editor of the Mountain Citizen, a we clly newspapérin Inez:.Lwould like to.
file an usuval complnmt against the Martin/Coumnty Water District. Before doing 5o, you'can check
your agency’s. records regarding this water district. particularly belween 2000-ahd 2002, which
resulted in the PSC then i issuing a rare emergency order. We swere.on the threshold ithen of losing
complete service to'our county’s roughly 3,000 custorners. Jt ruidecthie news statewide,

| believe we face the:saime plighttoday, althioughnot omthé saine scale. Let meexplain, Our witer
distiict has a riear 6] percent water-foss rate by far:the state’s fargest. Even with the-addition ofa
third-clarifier; whicly boosts our freatment cipacity. one.third, | behcve thedistrict is unable to meet
customer demand when any pmb[un arjses: - say, a leak in: thf: syslem .mywhcre AN, 858
result, is forced to shut down service to on¢ portion of the courity in order to-recharge the- system.

Last week water servlce in the Warfiald/Tovel Y areq was off tivice. We ICCLIVLd oy notice of 4
scheduled outage:for tepairs or nothing.of that hature. We awaléenied to find our’ water cither off or
running-at extremely low: pressure,

‘We expenenced the same outages back during the wiiter mouths when extremely. frigid
temperatures led to. custoners aIlowmﬁ their water to-“drizzle” ovemight to keep lines from
fre:ezmg Buck then, they arguied that they ‘couldn 't recharge tanks cwermﬂh[ and thiswas the reason.
for “valving back” on'the. outflow side. of arank on top af Buck.Creek H:ll the tank that serves the

Warfield/Lovely area.

‘The weather; of course, is nat a factor now; but we are experiencing the same type of outages —
low: pressure at night Followed by pressure bemg restored after 7 a4 or 0. (They don’t issue boil-
water advisories:in thataréa when the pressure drops unless someonie reports it and they’ie forced
t0-d0 50, That i is inexciisable, We expect thein to follow | reulations.)

This is a serious.concern. | live in that area. Récently. we liad & countywide boil water advisory,.
withthe exception of an-area served by the:Kerimit (W,Va.) Water District — frony the train tressel
bridee’in Lovely-to the Martin Countyi’i’!ke (‘mmtv line. in short, the only area unaffected by the
outage was served. by an- adjommw water district:.

My question is this: Since it’s.very obvious thit the Mariin County Water District is unable to
seivice customers, countywide in the event of any kind of oittage due o its ¢xéessive water-rate
loss, is it possible for customers-in the eastern part of our county — the area where in the-event they
cannot meet demand, is the area that suffers when it cannot meet this demand — is It:possible that
we.can: be served by adjpining water districts — Mountain Water in Pike County, Kermit Water
District in Kermit, W:Va., and even'the Mingo County PSD, which bas a new treatment plant across
the Tug River from Oppy, Ky. (KY 292 Riverfront area) unnl the Martin County Water District

“gels-its act together?”

Wc si mpi y cannot continue going down this same road. Our walel distriet contimies 1o petition -



your-agency for rate-hike inereases for a-number of services while, at the-same-time; refusing to
-address the most serious problem of all — an excessive watersraté Joss, (Ona q;dr; note: T hrowmo;
‘moniey at the problem:won’tfix it. Chieck youirecordssing vou'll find the water district was gsiven

$3 million to upgrade the plant 15 years ago and squzmdw'd it

Allowing adjoining water districts to:serve this portion of the.county could alleviate some of the -
pressure-on the water district so that it could concentrate its efforts-on addressi g the water-rate
loss.

Your dgency had a.téam: of inspéctors that visited here bofore issuing this “rave einergency order”
well-overa decade.ago. Isitpossible that asimilar mspz*ctmn cduld be done toaddressthis:problem
— pethaps with a (.omprchen:.wc temporary “re<drawing’™ of the district’s boundaries .of
‘operations — the area it would serve — along with appurnonmg out areas that could be served by
other water districts:— unfil the water-rate Im,s is brought 1o 4n acceptable level?

This is just a suggestion.

1 realize:this is an uausual requiest, but sométhing must b done betoré we'reach a ¢r itical stage.

Thanks for-your consideration.
j‘gwg

o jtor
‘Mountain Citizen:
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APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
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Apr 01 16 11

S foundit i filings: with’ your agency), with’ Prestonsburg ity Utlhtjes lg.‘.to prowde o
L ,half of the water used'by the U.S:. Penitentiary. — Big Sandy, ahi gh—secunty federal -~
_'_,,'._-_'Egpnson located ine Martm County with 1,500 mmates, plus: a: [ow-sectrity: satellite - -
7" camp:-At this: meetmg a comment. was 'made: that ‘otir:. V\Tater district. has*gone for, = ¢ .
. "periods of “miofths” (according to” Statemcnt by general imanager: Joe- Hammond)--= R
- without. supplymg water.to the. pnson 'MCWD Board Chalrman ‘said the. prisonis - -
- '.,Prestonsburg 5. customert, ‘which; " in: ' billing:: sense, is:. correct, however;the™ - -~ -
f'.?-'i.--‘,fagreement is: that’ MCWD and” Prestonsburg City Utilities arc fo’ cqually"share‘.; AN
o prthdlng water. to the pnson. : o

%" There ty'is unable. to mcet the 50 percent, e

ot they other utlllty can . plck {p_ the. slack’ and". prowde I the water: if’ needed.: '

‘i_:;-_l._Apparently that is: what Prestonsburg C;ty Utlhnes has been domg-~ accordmo tOj
Hammond s staicment “for months’? et e

L Here s the problem. ’[‘he pnson is a valuable revenuo sour e for ‘\JICWD, In addmon e
- o' the prison,” theré are other ¢ustomers on.the Honey Branch: Indusmal Park:‘g tes
.. (complexlocated adjacent to the prison), along with the Blg Sandy Regional Au’portﬂ Co e
“ . that-are solely customers- of the* Martin: County Water. District. If MCWD isnot -~ '
B supplymg water to the pnson one can assume that Prestonsburo Clty Utllmes is also .




{;,"I'__"In:SI:S;aTm.VM-O;-I:.t)IG 7|, 3 [ f -7 soe-zsnﬂﬂ““'l- ¢| : ) - et ‘~ DR . -
- Apr01.16 11:0ta, .. Mountain Citizen = " = Lo - o "61'06.2983711‘7 L b3

supp]ymg water.to other customers in that 'area,"whioh'rn[e'a__ns"on_r_‘,v:va'ter'd'is'tri(_:t is_ .
alsolosrngmoneythere'»”r L e e e T T T R LI

Thls is’ rmportant because it was mentloned that a rate 1ncrease for out customers o
_could be in'the .works for funding all the needs of the district in the future.’A rate
. .incréase’ some ‘years: 2g0..was supposed to ‘address the deﬁcnenmes we had —
- mcludmg a 50 percent Water rate loss, whlch has smce gotten worse RS ‘

As I stated I wanted to add thts to my complamt At one nme [ sug gested that due
“ to.our loss and the district’s mabrlrty 10 supply water to its customers; that the:PSC
. consider checking to'see if Prestonsburg City Utilities could: provrde water to the . .
. prison ‘without our assistance; T had no ‘idea this’ ‘was already being 'done; ‘and that is Qo
-pretty. ‘alarming. Smce Inez has'a populauon of rou ghly 800, and the crty of Warfield -
~“i5 ‘about the same, losmg the pnson as a customer 1s pretty Sngﬁcant in the loss of
- potentlalrevenue e s e e ORI

At(any rate I would apprecrate your Iookmg mto thls matter.
GaryBall SRR TR :
. Customer, = %5 A el it
Martm County Water Dlstnct Lo e s



APPENDIX H

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION CASE NO. 2016-00142 DATED APR 1-§ 2015

COMMISSION STAFF'S INITIAL REQUEST FOR INFORMATION
TO MARTIN COUNTY WATER DISTRICT

Questions 1-17 are related to ongoing Management Audit recommendation
steps.
1. Refer to the 2007 Management Audit Action Plan, Recommendation li-1,
Step 3. Provide a current list of work orders for leak repairs, meter sets, méter rereads,
meter pulls, low pressure, meter reads (in and out), tap relocates, and similar
distribution work, and explain how Mértih District addresses these work orders.
2. Refer to the 2007 -Management Audit Action Plan, Recommendation (-1,
Step 4. Provide the following:
a. The number of tap requests processed and completed since
October 6, 2015 (the date the new NRC tariff was issued).
b. The number of tap requests pending as of November 13, 2015.
C. An estimate of when Martin District expects to complete the taps
outstanding as of November 13, 2015. |
3. Refer to the 2007 Management Audit Action Plan, Recommendation 1i-1,
Step 5. Provide the following:
a. The number of turn-offs performed since October 6, 2015.
b. The number of outstanding or past-due accounts.
4. Refer to the 2007 Management Audit Action Plan, Recommendation -1,

Step 7. Provide the following:



a. Identify the number and location of additional pumps Martin District
plans to install to allow pumping at night. For each, provide an estimate of when Martin
District plans to install the pumps.

| b. A comparison of electricity costs for each month for the past two
years.
5. Refer to the 2007 Management Audit Action Plan, Recommendation 1I-1,
Step 9. Provide the following:
a. Explain whether or not Martin District will reach the goal of five
treatment plant operators.
b. If yes, provide-a time line for achieving this goal.
6. Refer to the 2007 Management Audit Action Plan, Recommendation [I-2,
Step 1. Provide the following:
a. The amount and percentage of line loss on each system (A and B)
through October 30, 2015. |
b. The amount and percentage of line loss for calendar years 2014,
2013, and 2012.
7. Refer to the 2007 Management Audit Action Plan, Recommendation 1I-2,
 Steps 2 and 3. Provide the following:
a. Identify known leaks and prioritize the mains and services for
replacement or repair based on volumes.

3
b. An estimate of when replacement or repair will be undertaken.

-2- Appendix H
Case No. 2016-00142



8. Refer to the 2007 Management Audit Action Plan, Recommendation 1I-2,
Step 4. Other than identification (of cheater bars) when reading meters, explain how
Martin District is addressing this recommendation.

9. Refer to the 2007 Management Audit Action Plan, Recommendation 11-2,
Step 5. Provide an update of Martin District's progress in replacing or repairing all
excessively leaking mains and services as outlined in Stép 5. -Identify any decreases in
water loss resulting from its efforts. ' >

10.  Refer to the 2007 Management Audit Action Plan, Recommendation |I-3,
Steps 1-4. Provide Martin District's formal, written preventive maintenance program.

11.  Refer to the 2007 Management Audit Action Plan,‘Recommendation [1-5.
Provide an update on the planned follow-up contact with the Health Department.

12.  Refer to the 2007 Management Audit Action Plan, Recommendation 1-6,
Steps 1, 2, 3, and 6. Other than working with the electric providers to reduce power
outages, explain how Martin District is addressing this recommendation.

13.  Refer to the 2007 Management Audit Action Plan, Recommendation I[li-1.
Other than working with the Big Sandy ADD, explain what internal or other external
steps Martin District is taking to address this recommendation.

14.  Refer to the 2007 Management Audit Action Plan, Recommendation 1l1-2,
Steps 1 and 2. Provide the following:

a. ldentify the water loss reduction related consfruction projects
undertaken in the past year and identify those planned for the next six months.
b. Identify the expansion projects undertaken in the past year and

identify those planned for the next six months.
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C. For each expansion program identified, explain why it was
undertaken rather than a water loss project.

15.  Refer to the 2007 Management Audit Action Plan, Recommendation 1V-3.
Provide a report of pending disconnects for 30-60-90 days, for the mbst recent date
available at the time of your response.

16.  Refer to the 2007 Management Audit Action Plan, Recommendation V-4,
Steps 1, 2, 3 and 4. Provide the following:

a. External audit reports for years 2013, 2014, and 2015 when
completed.

b. If any of these reports are not complete, provide an estimate of
when each audit will be completed.

17.  Refer to the 2007 Management Audit Action Plan, Re‘cqmmendation V-5,
Steps 1 and 2. Provide a description of the duties of the Business Manager position.

- 18.  Provide a copy of each written complaint or electronic maillmessage
containing a complaint concerning water service received by Martin District during the
period January 1, 2013, to the present. Include wit_h the response a copy of Martin
District's response to the complaint. If Mérﬁn District has not retained documentation of
the complaints, explain why each document has not been retained.

19. . Provide a schedule that contains the date, time, and duration of each
gvent in which Martin District wés not in compliance with 807 KAR 5:066, Section 5(1),

during the period January 1, 2013, to present.
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20.  Provide a copy of each public notification that Martin District has been
required to provide to its customers pursuant to federal or state drinking water
regulations during the period January 1, 2013, to present.

21. Provide a copy of all communication between Martin District and the
Kentucky Division of Water, including its regional offices, during the period January 1,
2013, to present.

22. Refer to the Public Service Commission’s Utility Inspection Report for
. Martin District dated December 12, 2014. Provide the following:

a. Explain why Martin District failed to produce pressure surveys that
showed a continuous 24-hour pressure recording for a minimum of one week per month
as required by 807 KAR 5:066, Section 5(2).

b. Explain Martin District's procedure for monitoring and documenting
withdrawals from Martin District by fire.departments.‘

C. For each fire department that made a withdrawal from the Martin
District system for the purpose of extinguishing fires or tfaining fighters during the period
January 1, 2013, to present, provide a copy of the fire department's estimate of its
withdrawal.

d. Far ahy instance in which a fire department failed to provide an

-~

estimate of a withdrawal during the period January 1, 2013, to present, state the actions
that Martin District took concerning the failure. |
e. Provide a copy of each record kept by Martin District pursuant to

807 KAR 5:006, Section 26(3), for the period January 1, 2015, to date.
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23. |dentify each contract that Martin District has with another water system
for the purchase or sale of water. For each contract, state the date the contract waé
filed with the Commission.

24,  Confirm whether Martin District is currently providing water service to the
United States Penitentiary, Big Sandy, and if not, explain why Martin District is unable to

provide water service to the federal prison.
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*Martin County Water District
387 East Main Street, Suite 140
Inez, KY 41224

*Martin County Water District
Martin County Water District
387 East Main Street, Suite 140
Inez, KY 41224

*Denotes Served by Email Service List for Case 2016-00142



