
COMMONWEALTH OF KENTUCKY 
 

BEFORE THE PUBLIC SERVICE COMMISSION 
 
 

In the Matter of: 
 
ELECTRONIC PROPOSED ADJUSTMENT OF THE 
WHOLESALE WATER SERVICE RATES OF LEBANON 
WATER WORKS 

) 
)    CASE NO. 2017-00417               
) 
  

  
 

NOTICE OF FILING 
 
 

 Notice is given to all parties that the following materials have been filed into the 

record of this proceeding: 

- The digital video recording of the evidentiary hearing 
conducted on June 20, 2018 in this proceeding; 
 
- Certification of the accuracy and correctness of the digital 
video recording; 
 
- All exhibits introduced at the evidentiary hearing 
conducted on June 20, 2018 in this proceeding; 
 
- A written log listing, inter alia, the date and time of where 
each witness’ testimony begins and ends on the digital video 
recording of the evidentiary hearing conducted on June 20, 
2018. 
  

A copy of this Notice, the certification of the digital video record, hearing log, and 

exhibits have been electronically served upon all persons listed at the end of this Notice. 

Parties desiring to view the digital video recording of the hearing may do so at 

https://psc.ky.gov/av_broadcast/2017-00417/2017-00417_20Jun18_Inter.asx. 

https://psc.ky.gov/av_broadcast/2017-00417/2017-00417_20Jun18_Inter.asx


 Parties wishing an annotated digital video recording may submit a written 

request by electronic mail to pscfilings@ky.gov. A minimal fee will be assessed for a 

copy of this recording.  

Done at Frankfort, Kentucky, this 25th day of June 2018.   

      

        
       _______________________________ 

Gwen R. Pinson 
Executive Director 
Public Service Commission of Kentucky 
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Session Report - Detail 2017-00417  20June2018

Proposed Adj. of Wholesale Water 
Srv. - Lebanon Water Works

Date: Type: Location: Department:
6/20/2018 Public Hearing\Public 

Comments
Hearing Room 1 Hearing Room 1 (HR 1)

Judge: Bob Cicero; Michael Schmitt
Witness: Tyler Fallin; Lisa  Mattingly; Jimmy Mudd; Holly  Nicholas; Daren  Thompson; Charles White
Clerk: Angela Fields

Event Time Log Event

8:31:13 AM Session Started
8:31:16 AM Session Paused
8:59:01 AM Session Resumed
8:59:09 AM Chairman Schmitt

     Note: Fields, Angela Preliminary remarks.  
9:00:08 AM Chairman Schmitt

     Note: Fields, Angela Introduction of counsel.
9:01:00 AM Chairman Schmitt

     Note: Fields, Angela Any outstanding motions?  
9:01:33 AM Atty Talley

     Note: Fields, Angela Comments regarding the unique situation in this case.  
9:02:48 AM Atty Samford 

     Note: Fields, Angela States Marion's position in the case.
9:03:34 AM Chairman Schmitt

     Note: Fields, Angela Opinion regarding the positions in the case
9:06:27 AM Atty Samford

     Note: Fields, Angela I do not anticipate any additional PHDR. 
9:07:12 AM Witness - Daren Thompson

     Note: Fields, Angela Called witness to the stand.
9:07:41 AM Atty Talley Direct of Thompson

     Note: Fields, Angela Hands out notebook to witness.  Prefiled testimony.  
9:08:26 AM Atty Talley Direct of Thompson

     Note: Fields, Angela What does your title mean?  What do you do?  
9:08:49 AM Atty Talley Direct of Thompson

     Note: Fields, Angela Do you have any additions or corrections to rebuttal testimony?
9:09:19 AM Atty Talley Direct of Thompson

     Note: Fields, Angela Moved  to enter witnesses 's previous  testimony into the record.  
Chariman Schmitt advises that the  testimony is already in the 
record.  Copies were not handed out.  

9:09:48 AM Atty Talley Direct of Thompson
     Note: Fields, Angela Is the information you provided  true and corrct and still true and 

correct?  
9:10:21 AM Atty Talley Direct of Thompson

     Note: Fields, Angela System Map - LWW Exhibit #1. 
9:11:28 AM Atty Talley Direct of Thompson

     Note: Fields, Angela Tell us what we are looking at on the map and where the raw water 
sources are.  

9:11:28 AM Camera Lock PTZ Activated
9:13:33 AM Atty Talley Direct of Thompson

     Note: Fields, Angela How many water storage tanks do you have?
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9:13:50 AM Atty Talley Direct of Thompson
     Note: Fields, Angela The Warehouse Road booster pump station.  Does that allow Marion 

Co. get water?  
9:14:24 AM Atty Talley Direct of Thompson

     Note: Fields, Angela New water line to Taylor Co.  the Marion/Taylor intersection.  Where 
is the Campbellsville line?  

9:15:15 AM Atty Talley Direct of Thompson
     Note: Fields, Angela Does this system map accurately represent the Lebanon water  

system? Moves to enter LWW Exhibit #1 into the record.  
9:15:50 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Anything that makes the system unique or different than other 
systems?  

9:15:51 AM Camera Lock Deactivated
9:16:31 AM Atty Samford - Cross Thompson

     Note: Fields, Angela You use all the same type of equipment that other systems have?  
9:16:57 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Handing out document. (3-1)
9:17:49 AM Atty Samford - Cross Thompson

     Note: Fields, Angela The test year ended on June 30, 2016?  
9:18:12 AM Atty Samford - Cross Thompson

     Note: Fields, Angela That is the basis for your desire to the rate increase of the spring 
and summer of 2017 and you first approached Marion Co. about the 
increase?

9:18:40 AM Atty Samford - Cross Thompson
     Note: Fields, Angela So you were using forcasted data over and above  the test year 

results ?
9:19:25 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Moved to enter MCWD Exhibit #1.  Handing out document.  MCWD 
Exhibit 2.  

9:20:16 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Original Revenue/Expenses.  Pg 2.  Is that the amount of orginal 

rate increase that the water company was seeking?  
9:20:44 AM Atty Samford - Cross Thompson

     Note: Fields, Angela That increase is both the retail customer's as well as for the water 
district?

9:21:05 AM Atty Samford - Cross Thompson
     Note: Fields, Angela MCWD Exhibit 3 -Jimmy Mudd letter 9-12-17.

9:21:50 AM Atty Samford - Cross Thompson
     Note: Fields, Angela You are seeking a 8.9%  increase correct?  

9:22:15 AM Atty Samford - Cross Thompson
     Note: Fields, Angela That would be an annual increase of $508,596?  

9:22:49 AM Atty Samford - Cross Thompson
     Note: Fields, Angela  A revised revenue and expense column.  Shows an increase of 1.1 

million on pg. 2, correct?  
9:24:02 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Revenue Requirement figure.  MCWD Exhibit #4.  Do you recall 
preparing the answers?  

9:25:12 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Was there any formula that dictates how the water company sets 

the rates?   
9:25:50 AM Atty Samford - Cross Thompson

     Note: Fields, Angela The contract explains that as more of a process and not a 
mathmatical formula to determine that rate correct?

9:26:28 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Pg 8 of the testimony.  1st paragraph last sentence.  Please read.
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9:27:08 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Do you have any personal experience on with knowing how the PSC 

set rates?  You have never prepared a rate study?  
9:27:49 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Income portion of the test year.  Look at Exhibit #2. The operating 
revenue for the 2016 fiscal year,

9:28:12 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Look at Exhibit #1 - Under operating revenues to you see an  

amount for penalties and rental income?  
9:28:45 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Expense side of the ledger sheet. The Campbellsville contract and 
the prices for that.  

9:29:34 AM Atty Samford - Cross Thompson
     Note: Fields, Angela When you prepared the rate increase rquest, you used the ???

9:30:13 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Look at Exhibit 1.  Second column, Revenue Requirements.  

Purchased Campbellsville water and sewer.  
9:31:05 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Last column projected fiscal year 2019          
9:31:31 AM Objection to question - Talley

     Note: Fields, Angela Explains the chart.  
9:32:20 AM Chairman Schmitt

     Note: Fields, Angela Overruled, and you may answer.  
9:32:46 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Look at Exhibit 2, the original revenue expense under operating 
expenses.    

9:33:27 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Same number that shows up  in exhibit 1.  Is there a $2,100 

difference between the amount of purchased water and sewer and 
the projected amount for 2019?   

9:34:31 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Is it cheaper to buy or produce water or to purchase water?  

9:35:11 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Can you give me a ball park estimate for the costs per  use for 

100,000 gallon of water?
9:36:00 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Look at Exhibit #4.  Spreadsheet #1.  Do you know when it was 
prepared?  

9:37:18 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Second pg of the document.  Line for chemicals.  Each of the 

columns represent various costs and savings for based on different 
levels of purchases of water  from Campbellsville correct?  

9:38:40 AM Atty Samford - Cross Thompson
     Note: Fields, Angela The utilities expense.  You are taking varible costs items and then 

crediting  them back? 
9:39:23 AM Atty Samford - Cross Thompson

     Note: Fields, Angela With regard to the utility purchases,  electricity is appoximately 10% 
of your varible costs?

9:39:49 AM Atty Samford - Cross Thompson
     Note: Fields, Angela If there is a reduction in amount of water that you are producing 

that would not have a significant effect on electric costs?  
9:41:08 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Part of the charge for electricity have been shifted to those that 
have a less impact?  
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9:41:39 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Shifting helps stabilize the costs by taking the volatility out of it?

9:43:31 AM Atty Samford - Cross Thompson
     Note: Fields, Angela It would be impossible to carry out repairs if they purchase  300,000 

gallons per day?
9:44:10 AM Atty Samford - Cross Thompson

     Note: Fields, Angela How long will the repairs take?
9:44:42 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Prepared any estimated how long the system will be off line for 
repairs?

9:45:23 AM Atty Samford - Cross Thompson
     Note: Fields, Angela An outage that would only last less than 24 hours?

9:46:32 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Monthly purchase obligation or yearly obligation to purchase the 

equivilant of 400,000 gallons?
9:48:04 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Would the water co. object if Marion would purchase water from 
Campbellsville?

9:48:45 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Did Campbellsville suggest any way what they wanted the water 

company to purchase?
9:49:19 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Have rebuttal testimony.  Pg. 19, line 7-8.  
9:50:08 AM Atty Samford - Cross Thompson

     Note: Fields, Angela I have never seen that raised in a rate case before, can you explain 
how the business judgement rule guarentees that the water 
company's decision was approved?  

9:51:03 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Look at exhibit #1, salaries.  Total salaries for $528 thousand.  Why 

are salaries over stated?  
9:52:47 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Have you filled those two positions?
9:53:00 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Were they hired at starting salary level, midpoint or entry level?  
9:53:52 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Increase because of additonal employees you hired?  
9:54:20 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Depreciation expense.  Original calculated revenue requirement was 
$600 thousand?  

9:55:01 AM Atty Samford - Cross Thompson
     Note: Fields, Angela The company has never prepared a depreciation study? 

9:55:31 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Handing out MCWD Exhibit #5.  

9:55:59 AM Atty Samford - Cross Thompson
     Note: Fields, Angela When did you first see this?

9:56:21 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Are you familiar with any other depreciation studies other utilities?

9:56:54 AM Atty Samford - Cross Thompson
     Note: Fields, Angela In line with other utilites  regulated by the PSC

9:57:24 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Handing out MCWD Exhibit 6.

9:57:53 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Agree that when you are calculating depreciation expense this is one 

area they have departed from historical PSC practice?  
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9:58:31 AM Atty Samford - Cross Thompson
     Note: Fields, Angela You included all the other assests that have been put into use since 

last month?
9:59:01 AM Atty Samford - Cross Thompson

     Note: Fields, Angela You haven't prepared a depeciated schedule that would only have 
the assests since June 30, 2016?

9:59:51 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Health care benefits.  Requiring employees to pay a portion of 

health care premiums.  When did that change take place?
10:00:19 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Is it the same true for single coverage?
10:00:34 AM Atty Samford - Cross Thompson

     Note: Fields, Angela What would the savings be by imposing the family premiums?  
10:03:05 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Those savings are not reflected in the revenue revenue 
requirements for the test year?

10:03:33 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Handing out MCWD Exhibit #7.  

10:05:32 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Is your auditor comfortable with those types of transactions not 

being reflected in the financial records?  
10:07:20 AM Atty Samford - Cross Thompson

     Note: Fields, Angela The estimated cost of the sludge was $64 thousand?  
10:08:01 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Any reason the company could not track the actual cost?
10:08:22 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Other justifications you had for the increase.  Being able to justify 
1.1 million rate increase.  Look at Exhibit #1.  For the total operating 
revenues, 2018 projection is $356,881 higher than what was stated 
for the test year income?  

10:10:21 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Salaries.  You go from test year of $ 528,862  to the 2018 fiscal year 

of $650,000  which is anIncrease of $122,159.
10:12:15 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Service agreements. Exh. 2 page 2.  
10:12:40 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Invoices and contracts to support those additional expenditures.  Are 
there contract that go along with these expenditures?  

10:13:38 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Can the actual agreements be provided?

10:17:01 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Will the repairs make plant more efficient? 

10:19:58 AM Atty Samford - Cross Thompson
     Note: Fields, Angela How did the system get in the shape it is in?

10:20:19 AM VC Cicero
     Note: Fields, Angela Looking at MCWD Exhibit 5.  Depreciation falls under control center.  

Where would it be classified?  Strected beyond 7 years.  Do you 
think the numbers are reality or picked out of the air?  

10:22:40 AM VC Cicero
     Note: Fields, Angela You were brought in to improve the system and a lot of these 

changes are a result of what you are doing?
10:23:55 AM VC Cicero 

     Note: Fields, Angela These are your initiative projects?  
10:24:14 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Revenue Requirements.  Handing out MCWD Exhibit 8.  
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10:25:28 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Does this include all the project that have been brought online?

10:26:22 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Some of the assests may have already been in place?

10:27:08 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Debt service coverage requirements.  

10:27:26 AM Chairman Schmitt
     Note: Fields, Angela Break.  

10:27:33 AM Session Paused
10:43:46 AM Session Resumed
10:43:52 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Handing out MCWD Exhibit #9.  Affidavit of Mr. Thompson.  
10:44:21 AM Atty Samford - Cross Thompson

     Note: Fields, Angela The city can justify increasing its revenue by $77 thousand to 
account for a higher than orginally stated debt requirement?

10:44:34 AM Atty Samford - Cross Thompson
     Note: Fields, Angela That additional requirement comes from having a 1.25  debt service 

ratio requirement?  
10:44:57 AM Atty Samford - Cross Thompson

     Note: Fields, Angela The commercial loan, they do not have this debt requirement either? 
 

10:45:35 AM Atty Samford - Cross Thompson
     Note: Fields, Angela They were relying upon a debt service coverage requirment in set 

for in a 1991 bond issuance ?
10:46:08 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Pg 2.  Did Lebanon refinance those bonds or did the bank purchase 
them?  

10:46:41 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Neither of the bond ordinances actually had the 1.25 debt service 

coverage requirement?  
10:47:57 AM Atty Samford - Cross Thompson

     Note: Fields, Angela In Paragraph 6 of the Affidavit.  Refering to the exhibits A & B.  
10:48:35 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Look at A & B only make reference to the 1997 bonds?  No 
reference to the 1991 bond issuance.  

10:49:34 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Were there additonal bond ordinances?  

10:50:37 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Does Citizens National Bank have a financial incentive in the water 

compay pay as  high a debt service coverage as they can?  
10:51:40 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Why was that affiliation omitted from the affidavit?  
10:52:12 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Rate design.  Customer notice, MCWD Exhibits # 3.  Pg. 2.  Did you 
consider increasing the meter charge by more than 8.9%?

10:52:31 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Why did you choose not to do that?

10:52:55 AM Atty Samford - Cross Thompson
     Note: Fields, Angela If you were to raise the meter charge would that have allowed you 

to reduce the volumetric charge and arrived at the same amount?  
10:53:39 AM Atty Samford - Cross Thompson

     Note: Fields, Angela The MCWD represents  57% of water sales?
10:54:02 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Handing out MCWD Exhibit 10.  
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10:54:38 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Pg 8.  Item #7.  Read for first sentence of that response?  

10:55:10 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Does that me that rate increase will impact all customers equally? 

10:55:33 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Pg 6 of your testimony (Jan.).  Line 15.  

10:57:03 AM Atty Samford - Cross Thompson
     Note: Fields, Angela The service to the water company retain customers  is different to 

customers from the Marion District.  
10:58:30 AM Atty Samford - Cross Thompson

     Note: Fields, Angela At the end of the day it is a wholesale transaction correct?
10:59:29 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Look at MCWD Exhibit #4.  Question #1.  
11:00:37 AM Atty Samford - Cross Thompson

     Note: Fields, Angela A 400,000 gallon a day purchace will create a 27% increase in the 
rates of an average customer?    

11:01:37 AM Atty Samford - Cross Thompson
     Note: Fields, Angela The net impact is 26%  for an in-city  customer, and a 34% increase 

for Marion? 
11:02:10 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Prior to today hearing were you aware of the impact of  increases to 
the city customers and Marion District?  

11:03:14 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Are any other customers, besides Marion Co.  that would pay 34%?

11:04:15 AM Atty Samford - Cross Thompson
     Note: Fields, Angela That is sppoximately $500 thousand over an annual basis .  Is that 

equal to 57% of the revenue requirement that you are seeking?  
11:05:08 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Would it suprise you that Marion would pay over 50% under the 
proposed rate increase?  

11:06:05 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Look at MCDW Exhibit 10, question #2.  

11:06:50 AM Atty Samford - Cross Thompson
     Note: Fields, Angela From the terms of how much they are going to pay then that 

statement is inaccurate?  
11:07:14 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Handing out MCWD Exhibit #11.  
11:08:44 AM Atty Samford - Cross Thompson

     Note: Fields, Angela This document was provided  to the Lebanon City Counsil and others 
to justify the proposed rate increase?  

11:09:49 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Obviouly Marion Co.'s  average water usage is not 534 cubic feet.  

11:10:24 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Do you think it is misleading to charactize Marion and the city's 

customers as having the same usage?
11:11:27 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Handing out MCWD Exhibit #12.  
11:12:17 AM Atty Samford - Cross Thompson

     Note: Fields, Angela The amount of the increase per month.  What is absent is the % of 
the impact.  

11:13:01 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Did you disclosed that disparity with anyone associated with the city 

of Lebanon?
11:15:22 AM Atty Samford - Cross Thompson

     Note: Fields, Angela You calucated on the basis on the average customer usage?
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11:15:59 AM Atty Samford - Cross Thompson
     Note: Fields, Angela Have you ever performed such a calucation?  Do so as a PHDR?

11:17:17 AM Chairman Schmitt
     Note: Fields, Angela It can be submitted in a PHDR in writing and you can interpret it as 

you need to.  
11:18:42 AM Atty Samford - Cross Thompson

     Note: Fields, Angela Given the signficant percentage in the rate case, would the water 
company be will to extend the period of recovery beyond 3 months? 

11:19:20 AM Atty Pinney - Cross Thompson
     Note: Fields, Angela There are 12 master meters between the water district and water 

works?  
11:20:00 AM Atty Pinney - Cross Thompson

     Note: Fields, Angela The map shows 10 locations for Master meters?
11:20:33 AM Atty Pinney - Cross Thompson

     Note: Fields, Angela Uniform price for meters regardless of size?
11:21:07 AM Atty Pinney - Cross Thompson

     Note: Fields, Angela Lebanon ever thought about different charges based on meter size? 
11:21:51 AM Atty Pinney - Cross Thompson

     Note: Fields, Angela Rate case surcharge.  Would that be for all customers or just on 
Marion water district?

11:22:35 AM Atty Pinney - Cross Thompson
     Note: Fields, Angela Would the customers have a means to object rate increase?

11:23:54 AM Atty Pinney - Cross Thompson
     Note: Fields, Angela Would an individual customer have a right to an appeal of the rate 

or just Marion Co. have a right to appeal before the PSC?  
11:25:39 AM Atty Pinney - Cross Thompson

     Note: Fields, Angela Clarify for the record who Jimmy Mudd is?
11:25:58 AM Atty Pinney - Cross Thompson

     Note: Fields, Angela In this period of time what lawfirm or counsel have you typically 
used?

11:26:42 AM Atty Pinney - Cross Thompson
     Note: Fields, Angela When Marion handed out Exhibit #12, how did you include the 

residential names, how did you decide to include?  
11:27:39 AM Atty Pinney - Cross Thompson

     Note: Fields, Angela If PSC does not approve the rate increase, what would Lebanon 
charge their other customers?

11:28:24 AM Atty Pinney - Cross Thompson
     Note: Fields, Angela What would be the impact on Lebanon if the rate increase does not 

go into effect for Marion Co.?
11:29:30 AM Atty Pinney - Cross Thompson

     Note: Fields, Angela You list the three main drives for the rate increase.  What is the 
difference between maintaince repair and infrastructure?

11:30:59 AM Atty Pinney - Cross Thompson
     Note: Fields, Angela Salary expenses.  You anticipate some retirements?

11:32:57 AM Atty Pinney - Cross Thompson
     Note: Fields, Angela Salaries.  How are those salaries accounted for in the revenue 

requirement? 
11:35:10 AM VC Cicero

     Note: Fields, Angela You are expanding your staff by two people?
11:35:39 AM VC Cicero

     Note: Fields, Angela Did you footnote that the salary increase was from a staff expansion 
or how were they identified?
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11:36:12 AM VC Cicero
     Note: Fields, Angela Referring to MCWD Exh. #7.  Amount of water given to Marion free 

of charge.  Is that a typical level or the amount during that test 
year?  

11:37:31 AM VC Cicero
     Note: Fields, Angela What if it was increased to 5.7 million?  

11:38:44 AM VC Cicero
     Note: Fields, Angela There is no financial penelty?

11:39:05 AM VC Cicero
     Note: Fields, Angela Why was it never memorialized,  the terms of the agreement?

11:40:28 AM VC Cicero
     Note: Fields, Angela The Campbellsville line.  Who's idea was it to contruct the line?

11:42:41 AM VC Cicero
     Note: Fields, Angela When was that line complete?

11:43:46 AM VC Cicero
     Note: Fields, Angela Who paid for that line?  

11:46:06 AM VC Cicero
     Note: Fields, Angela Wasn't there a more standard agreement before the financing was 

secured that said this is the volume?  
11:47:07 AM VC Cicero

     Note: Fields, Angela Water mentioned water  loss in the inital line.  Does Lebanon does 
an accounted for water loss calculation?

11:48:44 AM VC Cicero
     Note: Fields, Angela Referring to MCWD Exh. 12 showed rate impact.  Should be a 

wholesale rate for Marion Co.  
11:50:46 AM VC Cicero

     Note: Fields, Angela Certain amount of fixed costs.  With Marion Co.'s volumn being 
greater It is probably not an equal sharing of fixed costs?  

11:52:16 AM VC Cicero
     Note: Fields, Angela Safe drinking water is the No. 1 goal wouldn't you say?

11:54:17 AM VC Cicero
     Note: Fields, Angela You will examine everything, and your customers are not locked in, 

everything is wide open?
11:55:45 AM VC Cicero

     Note: Fields, Angela You are requesting $798 thousand in a  revenue increase?
11:56:48 AM VC Cicero

     Note: Fields, Angela Is the the $120  thousand divided by 3 and 40 thousand included in 
the $798 thousand?  How have you included it in the ratemaking?  

11:58:00 AM VC Cicero
     Note: Fields, Angela What do you anticipate the final rate case expense to be?  

12:00:32 PM Chairman Schmitt
     Note: Fields, Angela Lebanon Water Works is a corporation?

12:01:13 PM Chairman Schmitt
     Note: Fields, Angela Are the board members appointed by the mayor?

12:01:29 PM Chairman Schmitt
     Note: Fields, Angela Are their terms staggard?

12:02:25 PM Chairman Schmitt
     Note: Fields, Angela Since you have been employed has there been any discussion about 

merging the water districts?
12:03:52 PM Chairman Schmitt

     Note: Fields, Angela They have more customers, but you have the source of the water 
and the plant.  

12:04:19 PM Chairman Schmitt
     Note: Fields, Angela But someone is against the merger correct?
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12:04:45 PM Chairman Schmitt
     Note: Fields, Angela Break for lunch.  

12:04:52 PM Session Paused
12:59:59 PM Session Resumed
1:00:08 PM Atty Talley redirect Thompson

     Note: Fields, Angela Campbellsville water line.  When was it finally placed in service?  
1:00:32 PM Atty Talley redirect Thompson

     Note: Fields, Angela Contractual arrangement.  What is the new rate if you buy 300,000 
gallons per day  from Campbellsville?  

1:02:08 PM Atty Talley redirect Thompson
     Note: Fields, Angela Then you have to pay the minimum amount regardless  of what you 

use?  
1:03:02 PM Atty Talley redirect Thompson

     Note: Fields, Angela You rented out the property for some income in 2016?  
1:03:44 PM Atty Talley redirect Thompson

     Note: Fields, Angela You did no have income from the property from the past fiscal year? 
 

1:05:20 PM Atty Talley redirect Thompson
     Note: Fields, Angela The estimated saving a year ago, are you still comfortable with the 

revenue savings?  
1:05:47 PM Atty Talley redirect Thompson

     Note: Fields, Angela KU had a rate increase that went into effect in 2017 correct? 
1:06:41 PM Atty Talley redirect Thompson

     Note: Fields, Angela Have looked at your electric bills and monitored those three large 
meters over the last few months?  

1:07:02 PM Atty Talley redirect Thompson
     Note: Fields, Angela Salaries.  Estimated salary level of $615,200?

1:07:23 PM Atty Talley redirect Thompson
     Note: Fields, Angela Have you included in your in revenue requirements for future staff?  

1:08:04 PM Atty Talley redirect Thompson
     Note: Fields, Angela Water sales.  Why you did not increase the water revenues.  Can 

you tell us about your water usage and and water sales in cubic 
feet?  

1:09:29 PM Atty Samford 
     Note: Fields, Angela Moved to introduce all exhibits.  Chairman entered LWW exhibits as 

well.  
1:10:59 PM Atty Talley - direct Nicholas

     Note: Fields, Angela Called Holly Nicholas.  
1:11:31 PM Atty Talley - direct Nicholas

     Note: Fields, Angela You work with primarily smaller utilities?
1:11:53 PM Atty Talley - direct Nicholas

     Note: Fields, Angela Any additions or corrections to your testimony? 
1:12:15 PM Atty Talley - direct Nicholas

     Note: Fields, Angela Introduced her testimony in the record of Ms. Nicholas?  
1:13:07 PM Atty Samford - cross Nicholas

     Note: Fields, Angela When were you retained by the water company to do the rate 
study?

1:14:01 PM Atty Samford - cross Nicholas
     Note: Fields, Angela Did anyone give you guidence as to how to alllocate  the proposed 

rate increase?  
1:14:58 PM Atty Samford - cross Nicholas

     Note: Fields, Angela Agree with me that people in Marion are also on fixed income?
1:15:39 PM Atty Samford - cross Nicholas

     Note: Fields, Angela Is it safe to assume that those involve different meter charges and 
volumetric rates?   Provided as a PHDR
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1:16:23 PM Atty Samford - cross Nicholas
     Note: Fields, Angela Did you provide them to the water company?

1:17:03 PM Atty Samford - cross Nicholas
     Note: Fields, Angela Did you know that the amount of revenue would be in excess of 

what they currently are?
1:17:45 PM Atty Samford - cross Nicholas

     Note: Fields, Angela Operating expenses.  You prepared this document correct?  
1:18:46 PM Atty Samford - cross Nicholas

     Note: Fields, Angela Marion Co. actual rate increase is 10% higher than what is listed.  
1:19:13 PM Atty Samford - cross Nicholas

     Note: Fields, Angela Refer to MCWD Exh. #3.  Letter to Mudd.  Pg 2.  is the actual 
customer notice.  

1:20:26 PM Atty Pinney - cross Nicholas
     Note: Fields, Angela Look at your direct testimony and response to PSC 3B.  

1:21:42 PM Atty Pinney - cross Nicholas
     Note: Fields, Angela Pg 3 of testimony line 16.  

1:22:02 PM Atty Pinney - cross Nicholas
     Note: Fields, Angela Item 3B you said it is not based on the fiscal year 2016?

1:22:28 PM Atty Pinney - cross Nicholas
     Note: Fields, Angela The original revenue requirement was based on the fiscal year 

ended June 30, 2016?  
1:22:53 PM Atty Pinney - cross Nicholas

     Note: Fields, Angela Did the original revenue requirement have any forcasted expenses?  
1:23:41 PM Atty Pinney - cross Nicholas

     Note: Fields, Angela Handing out PSC Exhibit 1.   
1:24:33 PM Atty Pinney - cross Nicholas

     Note: Fields, Angela Do you agree that this schedule is the comparison  of the fiscal year 
2016  income statement  compared to the revenue expenses used 
by Lebanon to calculate its original revenue requirement

1:25:34 PM Atty Pinney - cross Nicholas
     Note: Fields, Angela Pg 4 of direct testimony.  Lebanon used the actual wages and 

benefits of its going forward work force to avoid including the wages 
of duplicative employees?  

1:26:22 PM Atty Pinney - cross Nicholas
     Note: Fields, Angela Mr. Thompson said those new employee salaries were not included 

in the original revenue requirement?
1:27:20 PM Atty Pinney - cross Nicholas

     Note: Fields, Angela Did you provide any workpapers to show how that was calculated?
1:28:06 PM Atty Pinney - cross Nicholas

     Note: Fields, Angela Given the rate study for Lebanon began in Nov. 2016 and ended in 
June.  Did you rely on a budgeted projected expenses?

1:28:39 PM Atty Pinney - cross Nicholas
     Note: Fields, Angela Forcasted vs. budged are they the same terms?  

1:30:07 PM Atty Pinney - cross Nicholas
     Note: Fields, Angela Cost of service study.  Was one performed?  

1:30:56 PM Atty Pinney - cross Nicholas
     Note: Fields, Angela Pg 2 of your direct  testimony.  Two cases you used in preparation.  

Were costs of service study prepared for either of those?
1:31:49 PM Atty Pinney - cross Nicholas

     Note: Fields, Angela How did Lebanon calculate the proposed meter charge?
1:32:34 PM Atty Pinney - cross Nicholas

     Note: Fields, Angela Did you receive any guidence from Lebanon re: calculating the 
meter charges?  

1:33:00 PM Atty Pinney - cross Nicholas
     Note: Fields, Angela How did you arrive at both numbers?
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1:34:11 PM Atty Pinney - cross Nicholas
     Note: Fields, Angela In all the scenerios you presented to the board still resulted in same 

revenue requirement?  
1:35:48 PM Atty Pinney - cross Nicholas

     Note: Fields, Angela Does it benefit Marion Co.?
1:36:36 PM Atty Pinney - cross Nicholas

     Note: Fields, Angela You would not know if $900 is sufficient to cover the costs of that?  
1:37:02 PM Atty Pinney - cross Nicholas

     Note: Fields, Angela Do you know what expenses are incurred to provide that service?  
1:37:22 PM PHDR

     Note: Fields, Angela Salaries and Fringe benefits.  Want a breakdown.  
1:37:50 PM PSC Exh. 1 admitted

     Note: Fields, Angela Moved to admit PSC Exhibit 1.
1:38:11 PM Atty Talley - redirect Nicholas

     Note: Fields, Angela Have all of the expenses been incurred are they now known in 
measureable changes?  

1:39:03 PM Atty Talley - redirect Nicholas
     Note: Fields, Angela Perhaps even more so?

1:39:27 PM Atty Talley - redirect Nicholas
     Note: Fields, Angela Did you take that amount of money and reduce that in the revenue 

requirements to determine what the rates should be?
1:39:48 PM Atty Talley - redirect Nicholas

     Note: Fields, Angela Do know if Marion paid any of those tap fees?
1:41:10 PM Atty Samford - direct White

     Note: Fields, Angela State your name, your title and what you do for the company.
1:41:57 PM Atty Samford - direct White

     Note: Fields, Angela Do you have any additions or corrections to your testimony?  
1:42:12 PM Atty Talley - Cross White

     Note: Fields, Angela Do you have your direct testimony in front of you?
1:42:46 PM Atty Talley - Cross White

     Note: Fields, Angela Handing out LWW Exhibit #2.  
1:43:26 PM Atty Talley - Cross White

     Note: Fields, Angela This is LWW Exhibt 2 which is Exhibit 6 to your prefiled testimony 
correct?  

1:43:58 PM Atty Talley - Cross White
     Note: Fields, Angela Line 2.  Depreciation expense revised.  How did you arrive at that 

$59 thousand number?  
1:45:47 PM Atty Talley - Cross White

     Note: Fields, Angela Do you recall before the Marion 2016 rate case what depreciation 
rate was being used?  

1:46:55 PM Atty Talley - Cross White
     Note: Fields, Angela If the deprciation expense is decreased  than that turns into an 

increase in bottom line income?  
1:48:03 PM Atty Talley - Cross White

     Note: Fields, Angela Penalties.  You have added that back in as income that Lebanon 
received as income.  Did Marion pay any of those penalties?  

1:51:07 PM Atty Talley - Cross White
     Note: Fields, Angela Your office is in town.  You pay the in-city rate in your office.  

1:51:33 PM Atty Talley - Cross White
     Note: Fields, Angela You have been paying those rates since last September? 

1:52:32 PM Atty Talley - Cross White
     Note: Fields, Angela The way Ms. Nicholas calculated the revenue requirement, she gave 

all the customers the benefits of tap fees, etc?
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1:53:08 PM Atty Talley - Cross White
     Note: Fields, Angela Bottom line, what does that number represent?  

1:57:50 PM Atty Talley - Cross White
     Note: Fields, Angela line 2.  When you calculated the depreciation expense did you use 

the full years of deprecitaion expense for those assests placed in 
service before the end of the fiscal year?   

2:01:14 PM Atty Talley - Cross White
     Note: Fields, Angela You do not do audit work for any other utilities?  

2:02:00 PM Atty Talley - Cross White
     Note: Fields, Angela You did not add back any depreciation for  the Campbellsville's line? 

2:02:55 PM VC Cicero 
     Note: Fields, Angela Refer to LWW Exhibit #2. 

2:03:27 PM VC Cicero
     Note: Fields, Angela I do not see any adjustments for bad debts, etc.  

2:04:07 PM VC Cicero 
     Note: Fields, Angela We agree that is should show the whole picture correct.  

2:05:04 PM Atty Samford - direct Mudd
     Note: Fields, Angela State your name and what you do.

2:05:44 PM Atty Talley - cross Mudd
     Note: Fields, Angela Asked LWW Exhibit #2 be introduced into evidence.  

2:06:25 PM Atty Talley - cross Mudd
     Note: Fields, Angela A few years ago the Marion Co. saw an opporunity to refinance a 

couple of loans, you took advantage of that didn't you?  
2:06:47 PM Atty Talley - cross Mudd

     Note: Fields, Angela You refinanced those three loans?
2:07:03 PM Atty Talley - cross Mudd

     Note: Fields, Angela In PSC case 2016-163 ARF care, are you aware of how the staff 
treated those three loans?  

2:07:38 PM Atty Talley - cross Mudd
     Note: Fields, Angela 2013-00093 the PSC approved those loans?

2:08:44 PM Atty Pinney - cross Mudd
     Note: Fields, Angela Do you have any explanation why anyone from Marion did not 

attend the meeting to protest?  
2:10:43 PM Atty Pinney - cross Mudd

     Note: Fields, Angela That was for the first reading?  And the second meeting?  
2:11:42 PM Chairman Schmitt

     Note: Fields, Angela How many commissions are on the Marion board?  
2:12:11 PM Chairman Schmitt

     Note: Fields, Angela Who are the shorter one?  
2:12:22 PM Chairman Schmitt

     Note: Fields, Angela Do they serve 8-30 years on the board?  
2:12:40 PM Chairman Schmitt

     Note: Fields, Angela Have they been paid by fiscal court?
2:12:53 PM Chairman Schmitt

     Note: Fields, Angela The Water Dist. pays the board members?  
2:13:19 PM Chairman Schmitt

     Note: Fields, Angela Do you keep a record of commissioner training?
2:13:37 PM Chairman Schmitt

     Note: Fields, Angela Are you aware of any discussions about a merger?  
2:14:31 PM Chairman Schmitt

     Note: Fields, Angela Any ongoing merger discussions?
2:16:13 PM Chairman Schmitt

     Note: Fields, Angela Did the county judge or fiscal court members have any position on 
how the surviving utility would be governed?  
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2:17:05 PM Chairman Schmitt
     Note: Fields, Angela Was as cost study ever discussed? 

2:21:04 PM Chairman Schmitt
     Note: Fields, Angela Your position is you are against this rate increase because your 

customers will be paying more of the costs.  
2:21:51 PM Chairman Schmitt

     Note: Fields, Angela Discussion about PHDR.  Samford has about 5 PHDRs.  Filed by 
midnight tomorrow night.  Responses by June 27th.  Talley wants to 
file a brief.  LWW brief due by June 29th. Samford reply due July 
3rd, Talley is due on July 6th.  

2:25:02 PM Chairman Schmitt
     Note: Fields, Angela Hearing adjourned.  

2:25:08 PM Session Paused
2:28:18 PM Session Ended
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LEBANON WATER WORKS 

EXHIBIT 2 

ftEYIHD 
SUmm1rv of Finding 

Utility Operatlng Loss Per Pro Forma at Exhibit 1-1 

Decrease In Depreciation Expense of LWWC • Revised 

Cost of �~�f�t�e�e �1�1� wattr ta the City of Lebanon • Revtsed 

Ommlsslon of average revenue 
from penalties and late fees 

cost of acldltlonat 100,000 pllons of water per 
cftly above the minimum .. Revised 

Expeted decrease In varlable costs related to 
power, pump station and filter plant, and 
chemlcal costs • Rev\sed 

less: Amount of savings llsted at Exhibit 1·1 

Costs above the 3 year avereage 
[computed from the audited flnanclal statements) 
as compared to the Pro Forma at Exhibit 1-1 

a) Maintenance & Repatr Costs 
b) Salaries 
c) Outslde Services 
d) Mlseellaneous Expenses 

Adjusted Operating Income ... a.tad 

T15'1mc1nr of OI.,._ M. White 
lbh9*CMW-6 

••loft 

85,051 
{29,950) 

72,567 
52,413 
22,346 
24,732 

(217,970) 

59,927 

123,950 

35,445 

55,101 

172,058 

286,181 
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MARION CO. WATER DISTRICT 

Exhib it 3-1 
EXHIBIT 1 

11 month actual year 
FY 2016 Income Exhibit 1-1: Revenue to date through Projected FY Projected FY 

Statement Requirements• 5/31/18 2018 2019 
Operating Revenues 

Charges for services 2,638,560 2,640,000 2,707,892 2,991,192 3,506,000 
Penalties 34,344 37,093 39,893 24,800 
Rental Income 2,000 

Total Operating Revenues 2,674,904 2,640,000 2,744,985 3,031,085 3,530,800 

Operating Expenses 

Purchased Water-Cville Water & Sewer 0 436,540 74,059 110,528 434,400 
Savings at WTP (39,733) 

Salaries 528,862 615,200 586,507 650,721 671,900 
Fringe Benefits 411,140 

Employee Ins. 188,400 165,104 178,635 196,220 
KRS/CERS - Employer share 132,145 101,689 111,070 144,360 
Uniforms/Safety Equipment 10,100 23,704 27.499 7,200 
Continuing Education Expense 6,800 14,838 14,927 9,600 
Membership Dues/Fees 5,000 9.418 9,818 7,076 

Payroll taxes 38,371 47,100 43,502 48.414 51.490 
Office Supplies and Expense 31.416 

Office - Utilities 12,000 11,720 12,817 14,688 
Office - Supplies 6,100 12,833 13,294 9,600 
Office - Miscellaneous 15,900 

Professional Fees I Outside Services 44,702 65,400 137,066 157,793 42,600 
Director fees 12,600 12,600 6,300 12,600 12,600 
Insurance 49,117 49,100 104,131 109,577 65,400 
Bad Debts 5,300 0 (569) 231 0 
Miscellaneous 16,384 24,667 9,015 9,015 26,505 

Interest on Customer Deposits 1,200 1,078 1,238 1,200 
Postage 10,700 
Postage and Freight 10,809 11,657 12,000 
Advertisements 900 333 333 600 
Donations 400 150 150 0 
Rental House - Calvary 800 414 414 0 
Vehicle - Fuel 13,800· 8,816 9,657 10,020 
Va Ive Building Expense - Lebanon Bypass 10,604 10,677 2,400 

Maintenance and Repairs 120,903 108,440 
Equipment - Repairs/Maintenance 2,000 5,192 5,312 2,000 
Meters - Repairs 60,900 74,129 74,705 75,000 

Mains - Repairs 20,000 40,473 47,352 40,760 
Office - Repairs/Maintenance 33,200 46,500 48,793 42,420 
Hydrants - Repairs 16,400 7,065 7,065 8,200 
Tanks - Repairs 10,000 18,671 19,271 16,730 
Vehicle - Repairs/Maintenance 16,700 10,484 10,659 6,000 
Warehouse Rd- BPS - Repairs/Maintenance 0 20,946 21,019 26,100 

Lake - Repairs/Maintenance 1,800 9,606 10,606 10,380 
Buena Vista - Repairs/Maintenance 2,500 
WTP -Sludge Hauling Repairs/Maintenance 0 12,733 14,983 30,000 
WTP - Repairs/Maintenance 160,662 163,928 99,580 

Power 221,646 230,000 197,717 212,717 216,000 
Pump Station and Filter Plant 68,029 

Utilities 10,500 8,849 9,590 12.840 
Tanks - Utilities 4,000 
Buena Vista - Utilities 1,000 

Shop -Supplies/Expense 13,100 6,278 9,834 2,400 
Lab Equipment/Supplies 2,200 12,151 12,151 11,040 
Lab Equipment 11,000 
Pump Equipment Expense 0 14,929 14,929 6,000 
Lab Testing 18,600 22,491 24,170 22,200 
Supplies 8,900 5,259 6,393 9,800 



Buena Vista - Supplies/Expense 0 909 1,215 6,640 
Chemicals 167,709 170,000 147,023 154,409 197,500 

Total Operation and Maintenance Expenses 1,716,179 2,356,359 2,153,588 2,370,166 2,561,449 

Depreciation Expense 575,320 806,086 550,000 600,000 741,388 

Total Operating Expenses 2,291,499 3,162,445 2,703,588 2,970,166 3,302,837 

Utility Operating Income 383,405 (522,445) 41,397 60,919 227,963 

Non-Operating Revenue (Expenses) 
Interest Revenue 9,777 9,400 10,899 10,974 9,360 
Interest Expense (140,746) 
Annual Debt Principal and Interest Payment (563,617) 
Revenue Bonds Payable - CNB Loans (Principal) (233,501) (253,220) (261,073) 
KIA Loan (BOS-09) (28,173) (28,173) (28,475) 
KIA Loan (Fl5-057) (33,623) (33,623) (33,876) 
KIA Loan (F14-036) (121,952) 
Interest Expense - Revenue Bonds (133,174) (142,544) (125,015) 

Income Before Capital Contributions 252,436 (1,076,662) (376,175) (385,667) (333,068) 

*These are the updated Revenue Requirements from Nicholas Rebuttal Testimony Exhibit 1. 



, MARION CO. WATER DISTRICT 
EXHIBIT 2 

Operating Expenses & Revenue Requirements 
06/08/18 

Original Revised 

Revenue/Expenses Adjustments Reference Revenue/Expenses 

Operating Revenues 

Sales of Water 

Unmetered water sales 

Metered water sales 2,640,000 2,640,000 
Bulk loading stations 

Fire protection revenue 

Sales for resale 

Total sales of water 2,640,000 2,640,000 

Other water revenues 

Forfeited discounts 

Miscellaneous service revenues 

Rents from water property 

Other water revenues 

Total other water revenues 

Total Operating Revenues Z,640,000 2,640,000 

Operating Expenses 

Purchased Water-Cville Water & Sewer 490,560 {54,020) (A) 436,540 
Savings at WTP {39,733) (39,733) 
Salaries 615,200 615,200 
Fringe Benefits - Employee ins 188,400 188,400 
KRS/CERS - Employer share 118,000 14,145 (B) 132,145 
Payroll taxes 47,100 47,100 
Office - Utilities 12,000 12,000 
Office - Repairs/Maintenance 33,200 33,200 
Office - Supplies 6,100 6,100 
Office - Miscellaneous 15,900 15,900 
Professional Fees - Legal/Accting/Surveying 65,400 65,400 
Postage 10,700 10,700 
Director fees 12,600 12,600 
Advertisements 900 900 

Uniforms/Safety Equipment 10,100 10,100 
Continuing Education Expense 6,800 6,800 
Membership Dues/Fees 5,000 5,000 
Insurance 49,100 49,100 
Bad Debts 

Interest on Customer Deposits 1,200 1,200 
Donations 400 400 
Rental House - Calvary 800 800 
Miscellaneous 4,000 20,667 (C) 24,667 
Equipment - Repairs/Maintenance 2,000 2,000 
Shop - Supplies/Expense 13,100 13,100 

--J Meters - Repairs 60,900 60,900 



Mains - Repairs 20,000 20,000 
Hydrants - Repairs 16,400 16,400 
Tanks - Repairs 10,000 10,000 
Tanks - Utilities 4,000 4,000 
Lab Equipment/Supplies 2,200 2,200 
Lab Testing 18,600 18,600 
Vehide - Fuel 13,800 13,800 
Vehicle - Repairs/Maintenance 16,700 16,700 
Warehouse Rd- BPS - Repairs/Maintenance 
Power 230,000 230,000 
Chemicals 170,000 170,000 
Utilities 10,500 10,500 
Repairs/Maintenance 38,000 70,440 (D) 108,440 
Supplies 8,900 8,900 
Lab Equipment 11,000 11,000 
Pump Equipment 

Lake - Repairs/Maintenance 1,800 1,800 
Buena Vista - Utilities 1,000 1,000 
Buena Vista - Supplies 

Buena Vista - Repairs/Maintenance 2,500 2,500 

Total Operation and Maintenance Expenses 2,305,127 2,356,359 

Depreciation Expense 600,000 206,086 (E) 806,086 

Total Operating Expenses 2,905,127 3,162,445 

Utility Operating Income (265,127) (522,445) 

Revenue Requirement Calculation - Debt Coverage Method 

Pro Forma Operating Expenses 2,905,127 3,162,445 

Plus: Average Annual Debt P&I Payments 532,037 31,580 (F) 563,617 
Debt Coverage Requirement 63,844 77,060 (G) 140,904 

Total Revenue Requirement 3,501,008 3,866,966 

Less: Other Operating Revenue (53,400) (53,400) 
Non-operating Revenue 

Interest Income (9,400) {9,400) 

Revenue Required from Rates 3,438,208 3,804,166 

Less: Revenue from Sales at Present Rates 2,640,000 2,640,000 

Required Revenue Increase 798,208 1,164,166 

Required Revenue Increase stated as a 

percentage of revenue at Present Rates 30.24% 44.10% 



Reference 

(A) 

(B) 

(C) 

(D) 

Water purchase rate from Campbellsville was recalculated and subsequently reduced from 
$3.36 per 1000 gallons to $2.99 per 1000 gallons for 400,000 GPO. 

Pension Expense (CERS) amount was increased by $14,145 to a total for FY 2019 of 
$132,145. 

GIS Base Mapping Project and the annual licensing fee were added. 

$70,440 was added to cover on-going service contracts at the WTP. 

Depreciation for Campbellsville transmission main, WTP filters, and clearwell have been 
(E) added to total depreciation amount; adjustments were made to reflect additions from the 

Depreciation Worksheet. 

(F) 

(G) 

Final loan amount for Campbellsville project has been adjusted to reflect total loan of 
$2,261,000. 

Debt coverage was incorrectly calculated originally plus it needed to include the final 
amount of the Campbellsville loan. 



.. 
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Mr. Jimmy Mudd, Manager 
Marion County Water District 
PO Box 528 
1835 Campbellsville Road 
Lebanon, KY 40033 

120 S. Proctor Knott A venue 
Lebanon, Kentucky 40033-1299 

(270) 692-2491 
Fax (270) 692-6413 
TTY (800) 648-6056 

RE: Proposed Water Rate Increase 

Dear Jimmy: 

MARION CO. WATER DISTRICT 
EXHIBIT 3 

September 12, 2017 

Hand Delivered 

Last night, the Lebanon City Council had the Second Reading and passage of 
Ordinance No. 2017-06, which amends both the Meter Charge and the 0 & M 
Charge (volumetric rate) for water service provided by Lebanon Water Works 
Company (Lebanon Water) . 

Attached are the following documents, which contain the new rates, the proposed 
Effective Date, and other infonnation, required by the PSC: 
1 . Customer Notice; and 
2. Tariff Sheet 
Lebanon Water plans to file these documents with the PSC on or before 
September 14, 2017. If you have any questions, please let me know. 

Daren S. Thompso 
Operations & Management Superintendent 
Enclosures 

Lebanon Water Works Company, lnc. is an Equal Opportunity Provider and l!:mploycr 
Complaints of discrimination should be sent to: 

USDA. Director. Office of Civil Rights. Washington, D.C. 20240-9410 



CUSTOMER NOTICE 

Lebanon Water Works Company ("Lebanon Water") is providing notice that it 
plans to file with the Public Service Commission, on or before September 14, 
2017, to increase its water rates to the Marion County Water District effective for 
water service on and after November 15, 2017. The proposed rates are as follows: 

Current 
Rate 

Meter Charge $6. 7 5 
(monthly, per meter) 

Volume Charge $2.50 
(per l 00 cubic feet) 

Proposed $ Difference 
Rate 

$7.35 $0.60 increase 

$3.35 $0.85 increase 

0/o Difference 

8.9% increase 

34 o/o increase 

Marion County Water District purchased 598,251 hundred cubic feet of water from 
Lebanon Water during the Test Year (FY ending 6-30-16). Its average monthly 
purchases were 49,854 hundred cubic feet. It purchases water through 12 master 
1neters. Under the current rates, Marion County Water District's average monthly 
bill for both water consumption and meter charges is $124,716. Under the 
proposed rates, Marion County Water District's average monthly bill for both 
water consumption and meter charges will be $167,099. This is an increase of 
$42,383 per month or 34%. 

Rate Case Expenses. Lebanon Water further proposes a surcharge to recover all 
expenses it may incur to participate in and defend its proposed rates in any Public 
Service Commission proceeding that is initiated to investigate the reasonableness 
of those rates. These expenses include fees and expenses for any rate consultant, 
cost-of-service experts, accountants, legal services, and any other consultants. The 
surcharge will be assessed over a period of 36 months and the amount of the 
monthly surcharge will equal one-thirty-sixth ( �3�~�)� of the total amount of expenses 
that Lebanon Water incurs to defend its proposed rates. (For example, if Lebanon 
Water incurs total expenses of $72,000 to defend its proposed rates, the amount of 
the monthly surcharge would be $2,000.) 

Water flowing through the meters before the effective date will be charged at the 
current rates while water flowing through the meters on and after the effective date 
will be charged at the new rates. 



•' 

This filing may be examined at the offices of Lebanon Water located at 120 S. 
Proctor Knott Avenue, Lebanon, Kentucky 40033. Please contact Daren 
Thompson, Operations & Management Superintendent, at (270) 692-2491 
regarding any questions related to the proposed rates. 

The filing may also be examined at the offices of the Public Service Commission 
located at 21 l Sower Boulevard in Frankfort, Kentucky, Monday - Friday from 
8:00 am-4:30 pm or on the Commission website at http://psc.ky.gov. 

Comments regarding this filing may be submitted by mail to the Public Service 
Commission, Post Office Box 615, Frankfort, Kentucky 40602; or through its 
website at http://psc.ky.gov. 

The new rates are the rates proposed by Lebanon Water in its filing, but the Public 
Service Commission may order rates that differ from the proposed rates contained 
in this Customer Notice. 

Intervention by Marion County Water District or another person with a substantial 
interest may be requested by submitting a timely written request for intervention 
by mail to the Public Service Commission, Post Office Box 615, Frankfort, 
Kentucky 40602. The request for intervention must establish the grounds for the 
request including the status and interest of the party. 

If the Public Service Cormnission does not receive a written request prior to the 
effective date of the proposed rates, the Public Service Commission may take final 
action on the proposed rates. 



( 

Lebanon Water Works Company 
(Name of Utility) 

FOR Marion County Water District 
Community, Town or City 

P.S.C. KY . NO. 

CANCELLING P.S.C. KY. NO •. ______ _ 

_____ SHEET NO. ______ _ 

CLASSIFICATION Of SERVICE 

Marion County Water District Water Rates 

Meter Charge, per meter per month $ 7.35 

Volume Charge per 100 Cubic Feet $3.35 

Rate Case Expense Surcharge* $ 2,000.00 Per Month 

*Lebanon Water proposes a surcharge to recover all expenses it may incur to 
participate in and defend its proposed rates in any Public Service Commission 
proceeding that is initiated to investigate the reasonableness of those rates. 
These expenses include fees and expenses for any rate consultant, cost-of­
service experts, accountants, legal services, and any other consult.ants. The 
surcharge will be assessed over a period of 36 months and the amount of the 
monthly surcharge will equal one-thirty-sixth ( 2..) of the total amount of 

36 

expenses that Lebanon Water incurs to defend its proposed rates. (For 
example, if Lebanon Water incurs total expenses of $72,000 to defend its 
proposed rates, the amount of the monthly surcharge would be $2,000.) 

DATE OF ISSUE. ____ �S�=�.�;�e�~�p�:�.�:�t�~�e�m�=�b�e�.�:�r�:�.�.�.�.�.�.�:�.�.�.�l� .:..:l.;..:2"-"0;..:1....:..7 __ _ 
Mondi I Date I Y c:nr 

November 15. 2017 

By Authority Of Ordt:r Of l"he Publu.: Service Commission 

IN CASE NO.---- IJt\ l'EIJ -----



MARION CO. WATER DISTRICT 
EXHIBIT 4 

LEBANON WATER WORKS COMP ANY 

CASE NO. 2017-00417 

Question No. 1 
Page 1 of9 

Response to Commission Staff's Request for Information 

Question No. 1 

Responding Witness: Daren Thompson 

Q-1. Refer to Lebanon Water's "Memorandum in Support of Motion for an Order 
Establishing a Procedural Schedule and Assigning Burden of Proof," (filed 
Jan. 31, 2018). In Exhibits 1-14, Lebanon Water has referenced a formula 
from the Master Agreement. 

A-1. 

A. Provide that formula. 

B. Provide the calculations used to determine the proposed rates, 
including all documents supporting the inputs applied to the 
referenced formula. 

A. The references in "Memorandum in Support of Motion for An Order 

Establishing a Procedural Schedule and Assigning Burden of Proof' 

to a formula do not refer to a mathematical formula, but to a 

procedural process to which the parties to the Master Agreement had 

agreed. Courts have previously recognized that a process set forth in 

a rate schedule or special contract constitute a formula for ratemaking, 

which, when applied, does not result in a rate adjustment. See, e.g., 

State ex. rel Utilities Commission v. Edmisten, 230 S.E.2d 651, 659 

(N.C. 1976) (''the word 'rate' used in the Public Utility Act refers not 

only to the monetary amount which each customer must ultimately 



Question No. I 
Page 2 of9 

pay but also to the published method or schedule by which that 

amount is figured"). The Master Agreement sets forth a process or 

procedure in which Lebanon Water Works Company ("the 

Company") proposes revisions to its single uniform rate and submits 

this rate to the Lebanon City Council for the City Council's 

examination and review. This process requires the Company to 

provide notice to Marion County Water District ("Marion District") of 

the proposed revision and to address all requests for information. It 

establishes and expressly recognizes Marion District's right to present 

evidence and argument to the City Council regarding the proposed 

rev1s1ons. Finally, it requires the City Council to evaluate and 

consider all evidence regarding a proposed revision and to enter a 

decision on the proposed revision based upon its evaluation of the 

evidence. In this regard, the procedures are similar to those the 

Commission Staff recognized as a formula in its formal opinion 

regarding the City of Leitchfield·Grayson County Water District 

Water Purchase Agreement. In that opinion, the Commission Staff 

opined that the application of those procedures did not constitute a 

rate revision. See Letter from Beth O'Donnell, Executive Director, 

Kentucky Public Service Commission, to David Vickery, Legal 



Question No. I 
Page 3 of9 

Counsel, City of Leitchfield (Nov. 21, 2007). This Letter is attached 

to this question response as pages 4-7 of 9. Therefore, there is no 

mathematical formula to file with the Commission. 



Ernie Fletcher 
Governor 

Teresa J. Hiii, Secretary 
Environmental and Public 
Protection Cabinet 

Timothy J. LeDonne 
Commissioner 
Department of Public Protection 

David B. Vickery, Esq. 
101 North Main Street 
Leitchfield, Kentucky 42754 

Commonwealth of Kentucky 
Public Service Commission 

211 Sower Blvd. 
P.O. Box615 

Frankfort, Kentucky 40602·0615 
Telephone: (502) 564-3940 

Fax: (502) 564-3460 
psc.ky.gov 

November 21, 2007 

Re: Leitchfield-Grayson County Water District 

Dear Mr. Vickery: 

Question No. 1 
Page 4 of9 

Mark David Goss 
Chainnan 

JohnW.Clay 
Vice Chalnnan 

Caroline Pitt Clark 
Commissioner 

Commission Staff acknowledges receipt of your letter of February 21, 2007 in 
which the City of Leitchfield ("Leitchfield") requests reconsideration of Commission 
Staff's letter of February 16, 2007. I apologize for the delay in responding. 

On February 16, 2007, Commission Staff advised Grayson County Water District 
("Grayson District") by letter regarding the procedures that Leitchfield should follow to 
adjust its wholesale water service rate to Grayson District. More specifically, it opined 
that Leitchfield must at a minimum file a revised rate schedule with the Commission at 
least 30 days prior to the effective date of any proposed rate adjustment. At the time of 
this advisement, Leitchfield had revised its wholesale rate and was assessing the 
revised rate, but had not filed such schedule with the Commission. As a result of its 
failure to file a revised rate schedule, Commission Staff opined, Leitchfield could not 
properly charge the revised rate. 

In your letter and in your telephone conversations with Commission Staff, you 
request that Commission Staff reconsider its position. You assert that the wholesale 
water purchase agreements between Leitchfield and Grayson District set forth an exact 
formula for establishing the wholesale rate, that this formula is the "wholesale rate," and 
that, while the product of formula has changed, the formula has not changed. As the 
formula has not changed, you further assert, KRS 278.180 does not require the filing of 
a new rate schedule or advance notice to the Commission of the recalculation of the 
formula. 

Commission Staff understands the facts as follows: 

Leitchfield is a city of the fourth class. It provides wholesale 
water service to Grayson County Water District, a water 
district created pursuant to KRS Chapter 74. Grayson 

KentuckyUnbrldledSplrllcom An Equal Opportunity Employer M/F/O 









































































































PSC 
EXHIBIT 1 

Staff Exhibit 
FY 2016 Original 

Income Differences Revenue 

Statement $ % Requirements 

Operating Revenues 

Charges for services 2,638,560 1,440 0.055% 2,640,000 

Penalties 34,344 (34,344) -100.000% 

Rental Income 2,000 (2,000) -100.000% 

Total Operating Revenues 2,674,904 (34,904) -1.305% 2,640,000 

Operating Expenses 

Purchased Water-Cville Water & Sewer 0 450,827 0.000% 450,827 

Salaries 528,862 86,338 16.325% 615,200 

Fringe Benefits 411,140 (82,840) -20.149% 328,300 

Payroll taxes 38,371 8,729 22.749% 47,100 

Office Supplies and Expense 31,416 2,584 8.225% 34,000 

Professional Fees I Outside Services 44,702 20,698 46.302% 65,400 

Director fees 12,600 0 0.000% 12,600 

Insurance 49,117 (17) -0.035% 49,100 

Bad Debts 5,300 (5,300) -100.000% 0 

Miscellaneous 16,384 15,416 94.092% 31,800 

Maintenance and Repairs 120,903 80,597 66.663% 201,500 

Power 221,646 8,354 3.769% 230,000 

Pump Station and Filter Plant 68,029 1,271 1.868% 69,300 

Chemicals 167,709 2,291 1.366% 170,000 

Total Operation and Maintenance Expenses 1,716,179 588,948 34.317% 2,305,127 

Depreciation Expense 575,320 24,680 4.290% 600,000 

Total Operating Expenses 2,291,499 613,628 26.778% 2,905,127 

Utility Operating Income 383,405 (648,532) -169.151% (265,127) 
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