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Ms. Beth O’Donnell COMMISSION

Executive Director

Kentucky Public Service Commission
211 Sower Blvd.

Frankfort, KY 40601

October 29, 2007

Re: Case No. 2006-00315-Subdistrict F Informal Conference
Dear Ms. O’Donnell,

An informal conference was held on October 19, 2007 regarding the Northern Kentucky
Water District’s (District) Rehearing that was granted by the Kentucky Public Service
Commission (Commission) related to the financing of the construction of Subdistrict F
utilizing a customer monthly surcharge. During this informal conference, District staff
provided additional explanation related to the criteria utilized in forming a subdistrict.
Commission staff suggested that the District document this discussion through a letter to
the Commission to be included as part of the Case file. Commission staff also suggested
that District staff provide an explanation about how its contribution to these projects was
determined.

Attached are documents that are utilized by the District for planning future subdistricts.
These documents were provided to the Commission as part of the District’s response to
the Commission Staff’s information request dated May 10, 2007. These documents
include Attachment A, which is a listing of unserved streets in Campbell County and
Kenton County, and Attachment B, which is a listing of the Project Profile Submittals to
the Campbell/Kenton 2020 Water Management Planning Council that detail the District’s
plans to serve all unserved customers in Campbell and Kenton County by 2020 as
required by Kentucky Revised Statutes. This is a process ultimately managed by the
Kentucky Infrastructure Authority and is utilized to help prioritize General Assembly
funding for these types of projects.

These documents are utilized by the District as guides for forming subdistricts. In the
District’s response to Question 3 of the Commission Staff’s information request in case
2006-00315 dated May 10, 2007 relating to the procedures utilized for the creation of
subdistricts by the District, the response submitted by the District indicated that
subdistricts are created on a case by case basis that can vary depending on the grant
funding requirements and the grant applicant. The overall guideline for the formation of
subdistricts is to serve the most households per mile within the area being considered for
the subdistrict. This is demonstrated by the documents behind Attachment A and
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Attachment B. Each successive subdistrict project has a lower number of total
households per mile as compared to the previous project.

The District staff reviews the enclosed attachments as a guide and then looks at the
projected amount of grant funding available and then ultimately finalizes the subdistrict
that is submitted to the Commission for approval based upon: (1) the grant funding
available (2) the funding generated by a $30 monthly surcharge and (3) a contribution by
the District. Other factors are considered such as hydraulic needs to make sure adequate
water can be supplied to an area, availability of sewer service, geotechnical concerns that
may drastically raise the cost to serve an individual street, level of interest from
homeowners along a street, whether that street can be served by the District or would
have to be served by another utility that has facilities that would need to be extended that
are closer to that street and other factors. However, the overall density or houses per mile
is a key factor that is utilized. The District’s average household per mile count to serve
the remaining households in its service area is approximately 10 houses per mile. Both of
the District’s current proposed subdistricts, which are Subdistrict F and Subdistrict G,
serve over 20 houses per mile. This statistic reflects the District’s overall goal of trying
to serve the most houses per mile. Grant money is very scarce and the District tries to
serve the most households it can adequately serve with these funds. Grouping of areas to
maximize this density makes each subdistrict as economical as possible. Limiting a
subdistrict to a contiguous area would reduce the maximization of density and possibly
increase costs, and it would certainly increase the number of subdistricts.

Additionally, Commission staff suggested that the District should provide a consistent
level of funding as its contribution towards these projects. The District would accept a
limit of $250,000 of funding towards each subdistrict. The District currently budgets
$250,000 annually in its Five Year Budget for mainline extensions to unserved areas.
KIA project planning is completed County by County and the General Assembly tries to
pass a budget every other year that can provide grant funding for these projects. This
level of contribution by the District would provide level funding for each project in the
event the General Assembly approves a grant for each of the two Counties within the
District’s Service Area every two years. Any contingency money that remains after
bidding and constructing the initial project would then be used for additional extensions.
The District’s goal is to serve as many unserved customers that the District can feasibly
serve with the available money. This funding also recognizes a contribution from the
general customer base toward these extensions and the benefit those customers derive
from the additional revenue generated by the sub districts.

As Commission Staff mentioned at the Informal Conference, the District’s financing for
Subdistrict G is also related to the Commission’s rehearing decision for the financing for
Subdistrict F. Basically, over 370 households will be impacted positively if the
Commission can quickly approve the financing of these projects through the $30 monthly
surcharge. The alternative as explained in detail in the response to the May 10, 2007
order would be a lump sum payment from each new customer for 100 feet of water main
at an estimated cost of $4,900 for Subdistrict F and $7,000 for Subdistrict G. This
payment is the result of applying the District’s current extension tariff to these projects.



The total cost of each project is apportioned among the customers, who must each pay an
equal amount prior to connection. Depending on the size of the project, number of
customers and available financing, the cost can vary widely from project to project. The
sub district surcharge mitigates this hardship payment and encourages a larger number of
customers to connect.

Hopefully this addresses more fully and adequately the issues raised by Commission
Staff during the October 19, 2007 Informal Conference. Please feel free to contact me at
(859) 578-5458 if additional information or clarification is needed regarding this matter.

Sincerely,
Richard Harrison, P.E.
Vice President of
Engineering & Distribution
AFFIDAVIT
Affiant, Richard Harrison, appearing personally before me a notary public in and

for the Commonwealth of Kentucky, after being sworn, states that the information in this
letter is true and correct to his best knowledge and belief and that any information

provided to him has been reviewed and VerifieMt possible.
;/l e ——

..... Richard Harrison, P.E.

Subscribed, sworn, acknowledged and verified by Richard Harrison on the 29th day of

October, 2007. \@\ A { K &

otary Public

My Commission expires: /A{@u; 15, Zol\
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