ENERGY AND ENVIRONMENT CABINET
Public Service Commission

(Amendment)

807 KAR 5:068. Purchased water adjustment for water districts and water associations.

RELATES TO: KRS 278
STATUTORY AUTHORITY: KRS 278.012, 278.015, 278.030(1), 278.040(3)
NECESSITY, FUNCTION, AND CONFORMITY: KRS 278.030(1) provides that all rates charged by a [water] utility subject to the jurisdiction of the Public Service Commission shall be fair, just and reasonable. This administrative regulation prescribes the requirements under which a water district or a water association may implement a purchased water adjustment [designed] to recover the cost [actual costs] of water purchased.
Section 1. Definitions.
(1) “Application” means:

(a) A completed Purchased Water Adjustment Form 1; 

(b) A schedule listing current and proposed rates; 

(c) A copy of the supplier’s notice showing a change in supplier’s base rate; 

(d) The calculation and all supporting documents used to determine the change in purchased water costs sufficient to determine the accuracy of the calculation; 
(e) A copy of the resolution or other document of the utility’s governing body authorizing the decreased, increased, or new rate; and
(f) If the utility is a water district and it proposes to increase any of its rates for water service or implement a new rate, a statement from an authorized utility official indicating the date the proposed rate increase or new rate was reported to the governing body of the county in which the largest number of customers served by the water district resides and the date the water district presented testimony, or is scheduled to present testimony, to the governing body of the county in which the largest number or customers served by the water district reside. 

(2) “Changed rate” means an increase or decrease in the supplier’s base rate.

(3) “Commission” is defined by KRS 278.010(15).

(4) “Person” is defined by KRS 278.010(2).

(5) “Supplier’s base rate” means the supplier’s rate in effect immediately prior to the most recent increase or decrease.
(6) “Tariff” means a utility’s schedule of all its rates, charges, tolls, maps, terms, and conditions of service over which the commission has jurisdiction.

(7) “Utility” means:

(a) A water association formed as a non-profit corporation, association, or cooperative corporation having as its purpose the furnishing of a public water supply; or
(b) A water district formed as a special district or special purpose governmental entity pursuant to KRS Chapter 74.
(8) “Web site” means an identifiable site on the Internet, including social media, which is accessible to the public.
Section 2. Change in Supplier’s Base Rate. (1) Upon an increase in the supplier’s base rate, a utility may, without prior commission approval, adjust its rates to pass through its increased purchased water costs to its customers on a per unit basis regardless of customer classification.
(2) Upon a decrease in the supplier’s base rate, a utility that has previously revised its rates pursuant to this administrative regulation shall adjust its rates to pass through its decreased purchased water costs on a per unit basis regardless of customer classification.
Section 3. Calculation of the Purchased Water Adjustment. The unit charges of the utility’s tariff shall be increased or decreased by a purchased water adjustment calculated as follows: 
(1) Using a period of twelve (12) consecutive calendar months ending within ninety (90) days of submitting the application, the total amount of water purchased from the supplier shall be multiplied by the supplier’s base rate and changed rate, with the difference being the total change in purchased water costs; and

 (2) The total change in purchased water costs shall be divided by:

(a) The actual number of cubic feet or gallons sold if billings are based on a volumetric rate, yielding the purchased water adjustment expressed in cents per cubic foot or gallon; or

 (b) The number of customers or residential equivalents if billings are based on a flat rate, yielding the purchased water treatment adjustment per customer or residential equivalent.

Section 4. Submitting the Purchased Water Adjustment. (1) A utility revising its rates pursuant to this administrative regulation shall submit an application to the commission.

(2) The application shall be submitted:

(a) No sooner than thirty (30) days prior to the proposed effective date of the supplier’s changed rate; or

(b) No later than twenty (20) days after the utility adjusts its rates to reflect the change in its purchased water costs due to the supplier’s changed rate.
(3) The application shall be submitted in accordance with:

(a) 807 KAR 5:001, Section 7; or

(b) 807 KAR 5:001, Section 8. 
Section 5. Notice. A utility shall provide notice of an increase in rates resulting from a supplier’s increased rate. 

(1) Public Notice.
(a) A utility shall post at its place of business a copy of the notice no later than the date the application is submitted to the commission or the date the utility adjusts its rates, whichever occurs first. The notice shall not be removed until the commission issues a final decision on the application.

(b) A utility that maintains a Web site shall, within two (2) business days of the date the application is submitted to the commission or the date the utility adjusts its rates, whichever occurs first, post the following on its Web site:

1. A copy of the public notice; and

2. A hyperlink to its application located on the commission’s Web site.
(c) The information required in subsection (1)(b) of this section shall not be removed until the commission issues a final decision on the application.
(2) Customer Notice. 

(a) If the utility has twenty (20) or fewer customers, it shall mail written notice to each customer no later than the issuance of the first bill at the increased rate. 

(b) If the utility has more than twenty (20) customers, it shall:

1. Include notice with customer bills mailed no later than the issuance of the first bill at the increased rate; 

2. Mail written notice to each customer no later than the issuance of the first bill at the increased rate; or

3. Publish notice one (1) time in a prominent manner in a newspaper of general circulation in the utility’s service area no later than the issuance of the first bill at the increased rate. 

(c) A utility that provides service in more than one (1) county may use a combination of the notice methods listed in paragraph (b) of this subsection.

(3) Proof of Notice. A utility shall file with the commission no later than thirty (30) days from the date of the commission’s order approving an adjustment to the utility’s rates:
(a) If the notice is mailed to its customers, an affidavit from an authorized representative of the utility verifying the mailing of the notice; or

(b) If the notice is published in a newspaper of general circulation in the utility’s service area, an affidavit from the publisher verifying the notice was published, including the date of the publication with an attached copy of the published notice.

(4) Notice Requirements. Each notice issued in accordance with this section shall contain the following information:

(a) The present and proposed rates for each customer classification to which the proposed rates will apply;

(b) The amount of the percentage change requested for each customer classification to which the proposed rate change will apply;

(c) The amount of the average usage and the effect upon the average bill for each customer classification to which the proposed rate change will apply;

(d) A statement that a person may examine this application and any related documents the utility has filed with the Public Service Commission at the offices of (the name of utility) located at (the utility’s address) and on the utility’s Web site at (the utility’s Web site address), if the utility maintains a Web site; and
(e) A statement that a person may examine this application and any related documents at the commission’s offices located at 211 Sower Boulevard, Frankfort, Kentucky, Monday through Friday, 8:00 a.m. to 4:30 p.m., or through the commission’s Web site at http://psc.ky.gov.
Section 6. Orders of the Commission. (1) Within thirty (30) days of submitting the application in accordance with this administrative regulation, the commission shall enter its order approving the proposed rates or establishing revised rates.
(2) Within twenty (20) days of the date of the commission's order, the utility shall submit its revised tariff sheet in accordance with 807 KAR 5:011 establishing the rates approved by the commission.
(3) If the utility publishes notice of the proposed rates and the commission enters an order requiring different rates, the utility shall publish notice of the commission ordered rates in the manner prescribed in Section 5(2) of this administrative regulation.
Section 7. Refund from a Supplier. (1) If a utility receives a refund from its supplier for amounts previously paid for water service due to a reduction in the supplier’s rate, the utility shall notify the commission of this refund within twenty (20) days of receipt of the refund and shall distribute the refund to its customers. The notice to the commission shall include:

(a) A letter describing the circumstances surrounding the refund;
(b) A schedule showing the calculation of the refund factor; 

(c) A copy of the supplier’s notice showing the refund; and

(d) All supporting documents used to determine the refund factor in detail sufficient to determine the accuracy of the calculation.
(2) If billings are based on a volumetric rate, the total refund received from the utility’s supplier shall be divided by the usage the utility estimates it will bill to its customers during the two (2) month period beginning with the first day of the month following receipt of the refund, yielding the refund factor to be applied against each subsequent gallon or cubic foot of water sold.

(3) If billings are based on a flat rate, the total refund received from the utility’s supplier shall be divided by the number of customers or residential equivalents the utility estimates it will bill during the two (2) month period beginning with the first day of the month following receipt of the refund, yielding the refund factor to be applied against each subsequent bill issued.

(4) Effective with meter readings taken on and after the first day of the second month following receipt of the refund, the utility shall reduce customer bills in accordance with the calculated refund factor. The utility shall apply one-half of the refund on each of the next two (2) bills issued.
Section 8. Deviations from Rules. In special cases, for good cause shown, the commission shall permit deviations from this administrative regulation.
Section 9. Incorporation by Reference. (1) “Purchased Water Adjustment Form 1”, Purchased Water Adjustment for Water Districts and Associations, July 2013, is incorporated by reference.

(2) This material may be inspected, copied, or obtained, subject to applicable copyright law, at the commission’s offices located at 211 Sower Boulevard, Frankfort, Kentucky, Monday through Friday, 8:00 a.m. to 4:30 p.m., or through the commission’s Web site at http://psc.ky.gov. 
[Section 1. Water Utility Base Rate. The supplier's base rate in effect immediately prior to the most recent increase shall be considered the base rate.
Section 2. Applications for Change in Base Rate. (1) For purposes of a purchased water adjustment, the supplier's rate as defined in Section 1 of this administrative regulation shall be considered as the base rate for purchased water and any increase or decrease in the base rate shall be considered the changed rate.
(2) In the event there is an increase in the supplier's base rate, the water district or water association shall determine the increased cost of water purchased based on the twelve (12) month period ending within ninety (90) days immediately prior to the effective date of its rate adjustment to its customers. The cost of purchased water shall be calculated at the supplier's base rate and changed rate, as defined in Sections 1 and 2 of this administrative regulation. The difference in costs shall then be divided by the actual number of cubic feet or gallons sold during the same twelve (12) month period, yielding the purchased water adjustment in cents per cubic foot or gallon unit. This adjustment amount shall be added to all the utility's rate schedules on a per unit basis regardless of the customer class.
(3) In the event there is a decrease in the supplier's rate, the purchased water adjustment shall be calculated in the same manner as set out in subsection (2) of this section and its rates reduced accordingly.
(4) In the event a water district or water association receives a refund from its supplier for amounts previously paid, the water district or water association shall immediately apply to the commission for authority to make adjustments on the amounts charged customer's bills under this administrative regulation as follows:
(a) The total refund received by the utility shall be divided by the number of cubic feet or gallons of water the utility estimates it will sell to its customers during the two (2) month period beginning with the first day of the month following receipt of the refund, yielding the refund factor to be applied against each cubic foot or gallon of water sold thereafter.
(b) Effective with meter readings taken on and after the first day of the second month following receipt of the refund, the utility will reduce by the refund factor any purchased water adjustment that would otherwise be applicable during the period. The period of reduced purchased water adjustments shall be adjusted, if necessary, in order to most nearly approximate the total amount to be refunded. The water utility shall make full distribution of the refund within two (2) months.
(c) In the event a water utility receives a large or unusual refund, the utility may apply to the commission for a deviation from the procedure for distribution of refunds specified herein.
Section 3. Filings with the Commission. (1) Within twenty (20) days after any such purchased water rate adjustment, the water district or water association shall file with the commission its revised tariff sheets setting forth the adjusted rates and information concerning the water purchases and sales upon which the adjustment was based sufficient to determine the accurateness of the calculations and application of the purchased water adjustment to its rates. Such tariffs and information shall be in substantially the form set forth in subsection (2) of this section. Copies of these forms may be obtained from the commission upon request.
(2) Form of purchased water adjustment filing.
PURCHASED WATER RATE ADJUSTMENT
Pursuant to KRS 278.012 and 278.015
(Name of Utility):
(Date):
(Business Mailing Address):
(Telephone Number):
1.(a) Names of all wholesale suppliers and the base rate and changed rate of each. In the event the water purchased is billed by the supplier on other than a flat rate schedule, the entire rate schedule must be shown. Attach additional sheets if necessary.
	Supplier(s)
	Base Rate
	Changed Rate

	(1)
	 
	 

	(2)
	 
	 

	(3)
	 
	 


(b) A copy of the supplier's notice of the changed rate showing the effective date of the increase is attached as Exhibit _____.
2. Twelve-month period upon which purchased water adjustment is based:
	From:
(Month & Year)
	Through:
(Month & Year)


3. Statement of Water Purchases (Where water is purchased from more than one (1) supplier, purchases from each supplier must be shown separately. Where water is purchased from a supplier through more than one (1) meter and bills are computed individually for each meter, purchases should also be shown separately for each meter.)
	Supplier's Name
	Gallons Purchased
Meter No. 1
	Gallons Purchased
Meter No. 2

	(1)
	 
	 

	(2)
	 
	 

	(3)
	 
	 

	TOTAL
	 
	 


4. Total Sales for the twelve (12) Months ______
5. Purchased Water Adjustment Factor _____¢ per gallon or cubic foot.
NOTE: Revised tariff sheets must be attached showing rates to be charged by the utility and the effective date of such increased rates.
Signature of Utility Officer:
Title:
Form for filing Rate Schedules
For: (Community, Town or City)
P.S.C. No.:
_____________________SHEET NO. ____________________
___________________CANCELLING P.S.C. NO. ________
Name of Issuing Corp.
_____________________SHEET NO. ____________________
CLASSIFICATION OF SERVICE
RATE PER UNIT
DATE OF ISSUE ___________ DATE EFFECTIVE _________
ISSUED BY (Name of Office):
TITLE:
Issued by authority of an Order of the Public Service Commission of Kentucky in Case No. _____ dated _________.
Section 4. Orders of the Commission. (1) Within thirty (30) days after the documents required by Section 3 of this administrative regulation are filed, the commission shall enter its order either approving the rates or establishing revised rates.
(2) If the rates contained in the tariff are correct and approved as filed, no further tariff forms will be required to be filed and a stamped copy of the approved tariff sheet(s) shall be returned to the utility for its files. If the rates are incorrect and corrected rates are established by the commission, within thirty (30) days of the date of the commission's order, the utility shall file revised tariff sheet(s) setting out the rates so ordered.
Section 5. Notice to Customers. The water district shall notify its customers of any increase in rates resulting from a supplier increase no later than the rendering of the first bill at the increased rate.] 
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