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0 R D E R

On November 24, 1982, Mur ray No. 1 Water District
("Murray-) filed with t)ic Commission an application to

increase its rates pursuant to 807 KAR 5:076, the alternative

rate filing procedure for small utilities ("APF"). The

application reflected proposed rates tliat would produce

additional annual revenue of approximately $ 9,500, an

increase of 23 pczccnt ~ The Commission lias granted thc full

amount requestei).

A heari ng was not requested i n t)ii s mat ter encl in

accordance with the provisions of t)ie ARF no hearing was

conducted. The Commission's decision is based on information

contained in t)ie application and obtained through written

submissions in addition to data included in the annual

reports and other documents on file in the Commissionis

offices.



COMMENTARY

Hurray is a non-prof i. t water d i st ri but i on system

organized and existing under the laws of the Commonwealth of

Kentucky. Murray purchases all of its water from the Hurray

Water and Wastewater System and serves approximately 365

customers in Calloway County, Kentucky.

TEST PERIOD

The Commission has adoptrd the 12-month period ending

December 31, 1981 ~ as the test period for determining the

reasonableness of the proposed rates. In uti li zing the

historical test period, the Commission has given full

consideration to appropriate known and measurable changes.

REVENUE AND EXPENSES

The ARF was established to provide a simplified and

less costly method by which small utilities could apply for

rate incrc ases with the Commission. The financi al data from

the 1981 annual report is used as the basis for detrrmining

Hurray's revenue requirements. In its applicatinn, Hurray

proposed no ad)ustments to the test period operating

statement; however, in response to a request for additional

information, Hurray did propose several adjustments to

revenues and expenses. Tl.e Commission is of the opinion that

thc propose d ad)ustments are gc nr ral ly proper and acr~ ptablc

for rate-making purposrs with t hr following modi fications:
Sales Revenue

Hurray proposed an ad)ustmrnt of $ 5,000 tn increase

revenue based on i ncrrased sales s5 nce th~ md of the tc at



year. It would be improper to hase rates on a level of sales

other than test year sales without an ad)usted billing

analysis which reflects the additional sales and adjustments

to reflect increased costs associated with those sales. In

the absence of such a billing analysis and sufficient data to

ad) ust appropriate expenses, t)ic Cummi as i on i s of t)1e opi ni on

that actual test year sales and revenue should be used in

determining revenue requirements and setting rates.
Purchased Water

Hurray proposed an ad]ustment nf $ 5,400 to increase

purchased water expense based on increased purchases since

the end of the test year. In ordei to he consistent with thr

use of actual test year results, ss addressed in the previous

section, the Commission wi'll not accept the proposed

sd]ustment to purchased water expenses.

Based on the test year level of water purchases, the

Commission has determined that an ad]ustment of $ 2,698 to

increase purchased water expense is necessary to reflect the

increased cost of wstcr f rom Murray' whol esal c wster

supplir r. This sd]ustment reflects the rate increase by the

Murray Water and

Wastewater

r System, i f fr cti vi <)rtnher ),
l 982.

Depreci at ion

Murray reported actual depreci ation expense f or the

test year of $ 7,336. The Commisson is of the opinion that

for rat< -making purposes depreciation expense should be

computed on the original cost of plant in service less



contributions in aid of construction. Contributions provided

to the utility for capital expenditures rcducr the capital

requirements from investors. The plant provided through

these contributions is cost-free, and, therefore, the utility
has no cost to recover by depreciating its contributed

property and should not expect its ratepayers to provide this

recovery.
'I

The record herein reflects that the level of

contributions in aid of construction at the end of the test

period ~as S162,900 vhich is approximately 44.4 percent of

the total cost of utility plant in service. Therefore, the

Commission has reduced depreciation expense hy 53,258, or

44.4 percent, tn excltirte depreciation nn plant provided

through contributions in aid of construction.

hf ter cons(dr ration of thr* acrr ptr r(»r()nsrmr nts, the

Commission finds

Murray�'

test period operations to be as

follows:

Actual
Test Period

Pro forma
Adjustments

Adjusted
Test Period

Operating Revenues
Operating Expenses
Operating Income
Interest ('-xpense
fnti rr st Incomr
Net income

40,597
38,352

2,245
7,253
2, 4 Ci()

$ (2,542 >

0
5,393

S(5,393>
<'. } 3()>

9 (> 0
~(4,3C)3>

$ 40,597
43 )745

S(3 s 148>
7,123
3,366

$ (6, 9((5 >

F( Y. V E N 1!E R E g U I k K M F.'T S

Murray's»r]just< rl (est pt r(nrt rr fir ct» s loss 5n

operat inp j nrome nf $ 3, (4((, vh(ch r(or s nnt provir(c nc}er(u»f ~

coverall(

on the annual drht acr vi ce r< qui rement . T hr.



Commission is of the op in i on that addi t i ona1 re venue. 0 f

$ 9,500, which is the full amount requ«sted, is required to

improve Hurray's debt service coverage to an adequate level ~

Based on the adjusted test year resiilts, the Increase granted

herein wi11 produc«opernt I »g rrv«n>ir of $ 50,097. This levc1

of revenue will produce net operating incomr of $ 6,352 which

together with interest income of $ 3,366 wi11 be sufficient to

allow Hurray to pay i ts operating expens<.s and meet i ts debt

service requirements.

RATE DESIGN

Hurray's present rate striicture consists of seven rate
blocks rnnping f rom th< f f rr<t 2,>)>)0-gr>l ion >iong< I < vel t<> an

over LOO,OOO —ga) Ion usage lev«1 ~ Hurray proposed to red<>ce

the number of rate blocks to five by combining the last thrre

steps so that all usage over 20,000 gallons would be billed

at the same rate. This would affect three customers now

being billed for usage in the sixth and seventh rate
blocks'urray

also propns< d tn inrreasr. tI>r rat«s in tbr f i rat two

rate b] ocks; howev<.r, no increase was propos«d for the third,
I our t li <»><I I I I I. I> b I <>ck ii ~ I >i I t >i r < ri p <> i»« > <> I I < >» <> II a n <I 9 <> t

th< Commi >»>inn'» ()r<l«r nf F< br»r>ry 23, I '9>I'1, ft»rr<>y»t»trd
that omt as i on of an i or r< ~ as<> I n t >i«sr r<>tr bl ocks was I n

error ~ The Co»>mi ssion i s of the opi ni on that this error
should be cor rccted and that t'tir rat « s f or a11 i>sagt level s

should be considered in detrrmining the reasonable rates to

be charged.



J L

Murray<s last rotc increase was granted in Case No.

6243, App 1 i cation o f Hurray <<o. 1 )late r Di st ri ct, Cal 1oway

County, Kentucky, 5 n the Ord< r date <) May 19, 1975. Since

that time, Murray's supplier has increas< d the cost of pur-

chased water three times to the pr<'sent rate of S.60 pcr

1,000 gal 1 ons. The Cnmmi ssi on has a11owed an ad j <>s tm<.nt

herein of $ 2,698 to reflect the increased cost of purchased

water ~ T hi s increase is relevant t<> al 1 wat e r usH ge and

sho<>ld bc appl ied uni form1y t<> s11 rate h1<>cks ~

The Commission is of the opinion that the proposed

change in rate des5gn wi1 1 provide cost savings by simpli-

fying thc usage calculation and billing process, t)>us,

benefiting both )Iurray and 5 ts customer s. Moreover, 5 t wi 1 1

allow a morc equi table di stributoi n of the remaining revenue

requirements, thereby balancinl; the impact of the rate

9dj Ustment on customrs at al 1 usage 1 evel s ~ Thc proposed

change in rate desing should be approv< d.
CON!~>ECT IO)I CHAI).G)'.S

Hurray proposed to increase its co~>nocti on charg<>s by

adding $ 50 to the present charge for 5/8-inch and 3/4-inch

meter sizes ~ t'o increase was proposed for the larger meters.

In response to the Commission's Ord< r of February 15, 1983,

I'Iurray filed cost data showing sv< r<>I,«<>no< ct l<>n < xl>< ns< s

l 0 l <'<l<: I> cl I z<: >'><'. e r ~ I I>L'<>«.''<><> l. <I<> L ll <jhow I I>a I. I. he

conn<. cti on expenses are I;rea t or than t l>c cl>» rg<. s I>ropos< d,

except f or the 2-inch m< t < r. The connecti<>» ct>arge 5 s a



nonrecurring expe»se at tributable to a request by a speci f ic

customer ~ Thc Commission i s of the opi nio» that such charges

should be compensatory rather than subsidized t'hrough thc

rates. Further, the costs involved i n the i natal lation of a

2 —inch meter are variable in that the type of meter and

related materials expense are dependant upon the usage

pattern of the particular customer. Therefore, the

connection charges as proposed hy Murray shnu1d be denied ~

The charges in Appendix A are compensatory based on cost data

filed in this case, are fair, just a»d reasonable and should

be approved.

SUMMARY

The Commission, having considered the evidence of

record and being advised, is of the opinion and fi»ds that:

1 ~ T'e change in rate design proposed by Murray will

benefit both the utility and its customers and should be

approved.

2 ~ The rates and charges proposed hy Murray are

unfair, unjust and unreasonable and should he denied.

3. The rates and charges in Appendix A are the fair,
just and reasonable rates for Hurray and will produce gross

ann»sl rc ven»r suf f fr i c nt l n pay l t s operating r xpe»ses,

service its debt and provide a r» iso»hie ><urpl»s.

IT IS TllKRF FORK ORDERED that the change i n ra t e desi gn

proposed by Murray be and it hereby i s approved f'r service

rendered on and af ter the date of this Order ~



IT IS FURTHER ORDERED that the rates and charges in

Appendix A be and they hereby are approved for service

rendered on and af ter the date of this Order ~

IT IS FURTHER ORDERED that the rates and charges

proposed by Murray he and they hereby are denied.

IT IS FURTHER ORDERF D that wi thin 30 days f rom the

date of this Order Murray shall file with the Commission its
revised tariff sheets setting out the rates end charges

approved here' ~

Done at Frankfort, Kentucky, this 6th day of Nay, 19S3.

PUBLIC SERVICL'OMMISSION

V&ce Chairman J

Go

ATT EST:

Secretary



APPENDIX A

APPENDIX TO AN ORDER OF THF. PDBI.IC SERVICE
COMMISSION IN CASE NO. 8732 DATED May 6, 1983.

The following rates are prescribed fnr customers of

Murray No ~ 1 Water District. All other rates and charges not

specifically mrntionr<5 herein shn11 remain th< same as thnrr

in effect under authority of the Commission pri or to the

effective date of this Order.

GALLONAGE BLOCK RATE

First
Next
Next
Next
Next

2,000
3,000
5,000

10,000
20,000

gallons
gallons
gallons
gallons
gallons

$ 5. 90
1.90
1.50
1.15
.85

mimimum
per 1,000
per 1,000
per 1,000
per 1,000

gallons
gallons
gallons
gallons

Minimum Bills for Large Meters

Meter Size Usage Minimum Bill*
5/8-inch
3/4-inch

l —inch
1 1 /2-inch

2-inch

2
3
5

10
16

,000
,000
,000
,000
,000

gallons
gallons
gallons
gallons
gallons

5.90
7.80
1.60
9.10
6.00

*1Jsage f n rxces"., of
chnrg<. d in secor<lnnc<

that
wi th

nl]owrd hy th< min5mum 6511 shn11 he
t l< e n p p r o v <' r a t r s c I> e d u 1 e ~

Cnnnrct5nn

5/8 —inch
3/4-inch

1 —inch
ll/2-inch

2-inch

meter
meter
meter
meter
meter

Meter Size Charge

S460
490
540
655
Actual Cost


