Steven L. Beshear
Governor

Robert D, Vance, Secretary
Environmental and Public
Protection Cabinet

Larry R. Bond
Commissioner
Department of Public Protection

John Bowling

City of Danvilie Water Dept.
P. O. Box 670

Danville, KY 40423

RE: Case No. 2008-00176

We enclose one attested copy of the Commission's Order in the above case.

SSirs
Enciosure

KertudoUnbidled Spirtosom

Commonwealth of Kentucky
Public Service Commission
211 Sower Bivd.

P.O. Box 815
Frankfort, Kentucky 40602-0615
Telephone: (502) 564-3840
Fax: (502) 564-3460
psc.ky.gov

May 22, 2008

Sincerely,

Stephanie Stumbo
Executive Director

John W. Ciay
Vice Chairman

Caroline Pitt Clark
Commissioner

ArcEqual Depodunity Employer MFHD



Steven L. Beshear John W, Clay
Governaor Vice Chairman
Reobert D, Vance, Secretary Commonwealth of Kentucky Caroline P.itt Clark
Environmental and Public Public Service Commission Commissioner
Protection Cabinet 211 Sower Blvd.

.0, Box 615
Larry R. Bond Frankfort, Kentucky 40602-0615
Commissioner Telephone: (502) 564-3940
Department of Public Protection Fax: {(502) 564-3460

pso.ky.gov

Hon. Hugh Coomer May 22, 2008
City of Danville
PO Box 670

Danville, KY 40423

RE: Case No. 2008-00176
We enclose one attested copy of the Commission's Order in the above case.

Sincerely,

Stephanie Stumbo
Executive Director

SSirs
Enclosure

Kerdudeylinbridlad Spiriomn An Baual Qoporuniy Employsr RIFD
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Steven L. Beshear

John W, Clay
Governor Vice Chairman
Robert D. Vance, Secretary Commonwealth of Kentucky Caroline Pitt Clark
Environmental and Public Public Service Commission Commissioner
Protection Cabinet 214 Sower Blyd,

P.O. Box 815
Larry R, Bond Frankfort, Kentucky 40602-0615
Commissioner Telephone: (502) 564-3940
Department of Public Protection Fax. (602} 564-3480
pse.ky.gov

Honorable Edward Hays May 22, 2008

Sheehan, Barnett, Hays, Dean & Pennington, P.5.C.
114 South Fourth Street

P.0O. Box 1517

Danville, KY 40423-1517

RE: Case No. 2008-00176
We enclose one attested copy of the Commission's Order in the above case.

Sincerely,

Stephanie Stumbo
Executive Director

S8/rs

Enclosure
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Steven L. Beshear
Governor

Robert D. Vance, Secrefary
Envirenmental and Fublic
Protection Cabinet

Larry R, Bond
Commissioner
Department of Public Protection

Honorable John N. Hughes
Attorney at Law

124 West Todd Straet
Frankfort, KY 40601

RE: Case No. 2008-00176

We enclose one attested copy of the Commission’s Order in the above case.

SSirs
Enclosure

KentudorinbridledSpirtenm

Commonweaith of Kentucky
Public Service Commission
211 Sower Blvd.

P.O. Box 615
Frankfost, Kentucky 40602-0615
Telephone; (502) 564-3840
Fax: {502) 564-3460
psc.ky.gov

May 22, 2008

Sincerely,

Stephanie Stumbo
Executive Director

John W, Clay
Vice Chairman

Caroline Pitt Clark
Commissioner

An Baual Dppotunity Emplover MFD



Steven L. Beshear
Governor

Robert D. Vance, Secretary
Environmental and Public
Protection Cabinet

Larty R. Bond
Commissioner
Department of Public Protection

Mr. Danny Noel
President

Lake Viilage Water Association, Inc.

801 Pleasant Hill Drive
P. O. Box 303
Burgin, KY 40310

RE: Case No. 2008-00176

John W. Clay
Vice Chairman

Caroline Pitt Clark

Public Service Commission Commissioner

211 Sower Blvd.
P.Q. Box 615

Frankfort, Kentucky 40602-0815
Telephone: (502) 564-3840

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

May 22, 2008

We enciose one attested copy of the Commission's Order in the above case.

SSirs
Enclosure

Kzntudeytinbddled Sphitoom

Sincerely,

Stephanie Stumbo
Executive Director

P
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Steven L. Beshear
Governor

Robert D. Vance, Secretary
Environmental and Public
Protection Cabinet

{arry R Bond
Commissicner
Department of Public Protection

Ronald Russell
Chairman

Parksville Water District
10711 Lebanon Road
P.O. Box 8

Parksville, KY 40464

RE: Case No. 2008-001786

John W, Clay
Vice Chairman
Commonweaith of Kentucky Caroline Pitt Clark
Public Service Commission Commissioner
211 Sower Bivd.
P.O. Box 615

Frankfort, Kentucky 40602-0615
Telephone: (502) 564-3940
Fax: (502) 584-3460
psc.ky.gov

May 22, 2008

We enclose one attested ¢opy of the Commission's Order in the above case.

SS8/rs
Enclosure

Kertudodinbridled Spirf.oom

Sincerely,

Stephanie Stumbo
Executive Director

M?ﬁmg A A Baagl Oppotunity Emplover WFD
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Steven L., Beshear
Governor

Robert D. Vance, Secretary
Environmental and Public
Protection Cabinet

Larry R. Bond
Commissioner
Department of Public Protection

Mike Sanford
Manager

Lake Village VWater Association, Inc.

801 Pleasant Hill Drive
P. O. Box 303
Burgin, KY 40310

RE: Case No. 2008-00176

John W. Clay

Vice Chairman

Commonwealth of Kentucky Caroline P.itt Clark
Public Service Commission Commissioner

211 Sower Blvd.
F.0. Box 6158

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

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

May 22, 2008

We enclose one attested copy of the Commission's Order in the above case.

SS/irs
Enciosure

KantugkyUnbridledSpiteom

Sincerely,

Stephanie Stumbo
Executive Director

ki

An Baval Oppotunty Emplover MIFD
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Steven L. Beshear
Governor

Robert D. Vance, Secretary
Environmental and Public
Protection Cabinet

Larry R. Bond
Commissioner
Department of Public Protection

Paul Stansbury
City of Danville

PO Box 670
Danville, KY 40423

RE: Case No. 2008-00176

We enclose one attested copy of the Commission's Order in the above case.

SSirs
Enclosure

Werntuckytinbidled Spirit.oom

Commonweaith of Kentucky
Public Service Commission
211 Sower Bivd.

P.O. Box 615
Frankfort, Kentucky 40602-0815
Telephone: (502) 564-3940
Fax: (502) 564-3460

psc.ky.gov

May 22, 2008

Sincerely,

Stephanie Stumbo
Executive Director

TN 0 -mw:’g

John'W. Clay
Vice Chalrman

Caroline Pitt Clark
Commissioner

An Equal Doportunity Emplover SUF/D



Steven L. Beshear
Governor

Robert D. Vance, Secretary
Environmental and Public
Profection Cabinet

Larry R, Bond
Commissioner
Department of Public Protection

Honorable William L. Stevens
Aftorney at Law

Taylor & Stevens

326 West Main Street

P.O. Box 201

Danvitle, KY 40423

RE: Case No. 2008-00176

John W. Clay
Vice Chairman
Commonwealth of Kentucky Caroline Pitt Clark
Public Service Commission Commissioner
241 Sower Bivd.
P.C. Box 615

Frankfort, Keniucky 40602-0615
Telephone; (502) 564-3940
Fax: {602) 564-3460
psc.ky.gov

May 22, 2008

We enclose one attested copy of the Commission's Order in the above case.

SSirs
Enciosure

KertudosUnbridledEpititoom

Sincerely,

Stephanie Stumbo
Executive Director

e
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Steven L. Beshear

John W, Clay
Governor

Vice Chairman

Robert D. Vance, Secretary Caroline Pitt Clark

Environmental and Pubtic Public Service Commission Commissioner
Protection Cabinet 211 Sower Blvd.

P.O. Box 616
Latry R. Bond Frankfort, Kentucky 40602.0615
Commissioner Telephone: (502} 564-3940
Department of Public Protection Fax: (502) 564-3480

psc.ky.gov

Harold C. Ward May 22, 2008

Garrard County Water Association, Inc.
315 Lexington Road

P. 0. Box 670

Lancaster, KY 40444

RE: Case No. 2008-00176
We enclose one attested copy of the Commission's Order in the above case.

Sincerely,

Stephanie Stumbo
Executive Director

SSirs
Enclosure

Karbudeytintridied Spiritoom A Bqual Qopotunity Bwiplover MFD


http://psc.ky.gov

Steven L. Beshear
Governor

Rohbert D, Vance, Secrefary
Environmental and Public
Protection Cabinet

Larry R. Bond
Commissioner
Department of Public Protection

Honorable Katherine K. Yunker
Attorney At Law

Yunker & Associates

P. 0. Box 21784

Lexington, KY 40522-1784

RE: Case No. 2008-00176

John W, Clay
Vice Chairman
Comronweaith of Kentucky Caroline Pitt Ciark
Public Service Commission Commissioner
211 Sower Blvd.
P.O. Box 615

Frankfort, Kentucky 40602-0615
Telephone: (502) 564-3940
Fax. (502} 564-3460
psc.ky.gov

May 22, 2008

We enclose one attested copy of the Commission's Order in the above case.

S8/rs
Enclosure

Kerduckyllnbridied Spirfeom

Sincerely,

Stephanie Stumbo
Executive Director

m&@% : -~ Andgual Opporunity Employer FD
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:
ALLEGED FAILURE OF THE CITY OF DANVILLE )
TO COMPLY WITH KRS 278.160 AND 278.180 ) CASE NO. 2008-00176
AND THE COMMISSION’'S ORDER OF AUGUST )
10, 1994 IN ADMINISTRATIVE CASE NO, 351 )

ORDER

Garrard County Water Association (“Garrard County”), a non-profit corporation
organized under the provisions of KRS Chapter 273, owns and operates facilities that
are used in the distribution of water to‘the public for compensation to approximately
5,325 customers in Garrard, Lincoln and Madison counties, Kentucky.! It is a utility
subject to Commission jurisdiction.”

Parksvilie Water District (“Parksville District”), a water district organized pursuant
to KRS Chapter 74, owns and operates facilities that are used in the distribution of
water to the public for compensation to approximately 1,559 customers in Boyle, Casey,

and Lincoln counties, Kentucky.® It is a utility subject to Commission jurisdiction.*

' Annual Report of Garrard County Water Association, Inc. to the Public
Service Commission of the Commonwealth of Kentucky for the Calendar Year
Ended December 31, 2007, at 5 and 27.

2 KRS 278.010(3)(d); KRS 278.012.

> Annual Report of Parksviile Water District to the Public Service
Commission of the Commonwealth of Kentucky for the Calendar Year Ended
December 31, 2007, at 5 and 27.

4 KRS 278.010(3)(d); KRS 278.015.



Lake Village Water Association, Inc. (“Lake Village"), a non-profit corporation
organized under the provisions of KRS Chapter 273, owns and operates facilities that
are used in the distribution of water to the public for compensation to approximately
2,013 customers in Boyle and Mercer counties, Kentucky.®> It is a utility subject to
Commission jurisdiction.®

City of Danville ("Danville”), a city of the third class, is located in Boyle County,
Kentucky.! It owns and operates a water treatment and distribution system that
provides, infer alia, wholesale water service to Garrard County, Parksville District, and
Lake Village.

KRS 278.010(3) effectively exempts municipal utilities from Commission
regulation by excluding cities from the definition of utility.® In Simpson County Water
District v. City of Franklin, 872 S.W.2d 460 (Ky. 1994), however, the Kentucky Supreme
Court held this exemption did not extend -to contracts for utility service between a
municipal utility and a public utility. The Court ruled that “where contracts have been
executed between a utility and a city . . . KRS 278.200 is applicable and requires that by
so contracting the [clity relinquishes the exemption and is rendered subject

to . . . [Commission] rates and service regulation.”

® Annual Report of Lake Village Water Association, Inc. to the Public Service
Commission of the Commonwealth of Kentucky for the Calendar Year Ended
December 31, 2007, at 5 and 27.

8 KRS 278.010(3)(d); KRS 278.012.

" KRS 81.010(3).

& See McClellan v. Louisville Water Company, 351 S.W.2d 197 (Ky. 1961).

¥ 872 S.W.2d at 463.

w2 Case No. 2008-00176



KRS 278.200 provides:

The commission may, under the provisions of this chapter,
originate, establish, change, promulgate and enforce any
rate or service standard of any utility that has been or may
be fixed by any contract, franchise or agreement between
the utility and any city, and ali rights, privileges and
obligations arising out of any such contract, franchise or
agreement, reguiating any such rate or service standard,
shall be subject to the jurisdiction and supervision of the
commission, but no such rate or service standard shall be
changed, nor any contract, franchise or agreement affecting
it abrogated or changed, until a hearing has been had before
the commission in the manner prescribed in this chapter.

Simpson County Water District effectively subjects all contracts between
municipal utilities and public utilities to the Commission’s jurisdiction, requires all
municipal ulility transactions with a public ulility to comply with the provisions of
KRS Chapter 278, and makes Commission approval a prerequisite to any change in a
rate that a municipal utility assesses a public utility for wholesale utility service.

Pursuant to the Simpson County Water District decision, the Commission in
Administrative Case No. 351 directed that all municipal utilities that provide wholesale
utility service to a public utility “file with the Commission a copy of their contracts with
the public utility and a schedule of their rates for wholesale service.”’® We further
directed that “[alny municipal utility wishing to change or revise a contract or rate for

wholesale utility service to a public ufility shall, no later than 30 days prior to the

effective date of the revision, file with the Commission the revised contract and rate

1 Administrative Case No. 351, Submission of Contracts and Rates of Municipal
Utilities Providing Wholesale Service to Public Utilities (Ky. PSC Aug. 10, 1994)at 1 - 2.

-3- Case No. 2008-00176



schedule.”’’ KRS 278.160(1) and (2) and KRS 278.180(1) supported and required this
directive.
KRS 278.160 provides:

(1) Under rules prescribed by the commission, each utility
shall file with the commission, within such time and in such
form as the commission designates, schedules showing all
rates and conditions for service established by it and
collected or enforced. The utility shall keep copies of its
schedules open to public inspection under such rules as the
commission prescribes.

(2) No utility shall charge, demand, collect, or receive from
any person a greater or iess compensation for any service
rendered or to be rendered than that prescribed in its filed
schedules, and no person shall receive any service from any
utility for a compensation greater or less than that prescribed
in such schedules.

KRS 278.180(1) provides:

{N]o change shall be made by any utility in any rate except
upon thirty (30) days’ notice fo the commission, stating
plainly the changes proposed to be made and the time
when the changed rates will go into effect. However, the
commission may, in its discretion, based upon a showing of
good cause in any case, shorten the notice period from
thirty (30) days to a period of not less than twenty (20)
days. The commission may order a rate change only after
giving an identical notice to the utility. The commission may
order the utility to give notice of its proposed rate increase
to that utility's customers in the manner set forth in its
regulations.

On March 28, 2008, Garrard County applied to the Commission for adjustment in

its rates for water service to reflect increases in the wholesale rates of its suppliers.? In

" id. at 2.

12 Case No. 2008-00109, Purchased Water Adjustment of Garrard County Water
Association (Ky. PSC May 15, 2008). '

-4 Case No. 2008-00176



support of #s appheation. Garrard County stated at an unknown date, but after

0G, Damville increased its wholesale rate from §$1.58 per 1.008 gallons

gatlons. 7 Commission records fail to reflect that Danville has filed
any rate schedule 10 reflect its current wholesale service rate |

The Commussion has examined the billing statement for water service that

Oanville provided Garrard County for the manth of January Hased upon the rate

schedule pregently on file with the Commission and the amound of water billed, Danvilie

: 4

should have bitted Garrard County 58 85076 Danville actually biled Garrard County
$10.585 for water usage and $168 83 for Kentucky River Authority withdrawa! tees

nher 13, 2007, Parksville District filed with the Commission a compiamt

ich # alleged that on or affer August 2005 Danville began billing at

water service that deviated from s fled contract rate.”  In &

response W discovery in this proceeding, Danville has admitted that # has adjusted |

i
i

efter from ?‘?f’zﬁ Reynolds, Manager, Garrard County Water Association, o
Sbgrzmw ém_ Stumbo, Executive Director, Public Service Commission (Mar. 25, 2008).
he Commigsion assumes that Garrard County's reference o a base rate of 51.28 s
lettar refers to the average cost of water per 1,000 gafions

tOn July 23, f:f{:fJ Dranviie and Garrard County execuled a waler purche
contract under which L sfwméf agreed to prowvde wholesale water s :
County, This :':fw*fﬁf‘“- provided for a dedlining biock rate schedule for wholesale water
service.  On February 14, 2000, the Commission approved the rates set forth in this
contract.  See Case No. ’i%% QU353 An investigation into the Proposed Wholesale
Water ijm ract Between the City of Danvilie KP{‘M{:K and Garrard County Water
Association (Ky. PSC Feb 14, 20001

© Danville alse assessed a 20 percent surcharge which iis contract perm

Case No. 2007-00405, Parksville Water District v City of Danville, Kentucky
(Ky. PSC complaint tiled Sept. 13, 20073

-5 Case No



wholesale rates three times since September 1, 2005.” Commission records do not
- reveal any evidence that Danville provided the required notice to the Commission of
these revisions.

Based upon the foregoing and being otherwise sufficiently advised, the
Commission finds that prima facie evidence exists that Danville has violated
KRS 278.160, KRS 278.180, and the Commission’s Order of August 10, 1994 in
Administrative Case No. 351 by failing to notify the Commission of its proposed
increase in its wholesale water service rate prior o implementing such increase.

The Commission HEREBY ORDERS that:

1. Danville shall show cause in writing within 20 days of the date of this
Order:

a. why it should not be subject fo the penalties prescribed in KRS
278.990(1) for its alleged failure to comply with the provisions of KRS Chapter 278 and of
the Commission’s Order of August 10, 1994 in Administrative Case No. 35'1; and,

b. why it should not be required to refund all monies collected from its
wholesale public utility customers that are in excess of the rate set forth in its water
purchase contracts with those customers.

2. In its written response to this Order, Danville shall respond to the
allegations in this Order regarding ifs failure to comply with the provisions of
KRS Chapter 278 and of the Commission’s Order of August 10, 1994 in Administrative

Case No. 351.

Y Case No. 2007-00405, Response of the City of Danville to Parksville Water
District's Data Requests, ltem 2 (filed May 6, 2008).

-6~ Case No. 2008-00176



3. Danville shall immediately cease charging its wholesale public utility
customers the rates that differ from those set forth in its water purchase contract with
those customers.

4, Garrard County, Lake Village, and Parksville District are made parties fo
this proceeding.

5. Service of any document or pleading shall be made in accordance with
Administrative Reguiation 807 KAR 5:001, Section 3(7), and Kentucky Civil Rule 5.02.

6. All documents that this Order requires to be filed with the Commission
shali be served upon all other parties.

7. Any motion requesting any informal conference with Commission Staff to
consider any matter that may aid in the handling or disposition of this proceeding shall be
filed with the Commission no later than 20 days from the date of this Order.

8. The records of Cases No. 1999-00353, No. 2007-00405 and No. 2008-
00109 are incorporated by reference into the record of this proceeding.

Done at Frankfort, Kentucky, this 22na day of May, 2008.

By the Commission

Case No. 2008-00176



