
COMMONWEALTH OF KENTUCKY

SEFORE THE PUELIC SERVICE COMMISSION

In the Matter of >

APPLICATION OF KENTUCKY-AMERICAN WATER
COMPANY FOR A CERTIFICATE OF PUELIC
CONVENIENCE AND NECESSITY AUTHORIKINO
THE CONSTRUCTION OF A'PPROXIMATELY
61F900 FEET OF 24 MAINg 3 p 250 FEET OF
12" MAIN WITH ASSOCIATID VALVES AND
FITTINOS, KNOWN AS THE "JACK'S CREEK
PIPELINE

)
)

} CASE NOa 90 249
)
)
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On August 24< 1990, Kentucky-American Water Company

("Kentucky-American" } I'lied an application for a Certii'ioate of

Publio Convenience and Necessity to oonstruct ~ 03<460,000 water-

works improvement project. Kentucky-American proposes to finance

the construction initially through short-term bank borrowings.

After construction i~ complete, the oosts will be converted to

permanent financing. The proposed construction, commonly referred

to as the "Jack's Creek Pipeline," will provide additional water

transmission facilities in the southwestern part of Kentuoky-

American's service area. The Proposed route i~ through southern

Fayette County and northern Jessamine County. Drawings and

specifications for the proposed improvements were prepared by the

American Water Works Service Company, Inc. of Voorheesi New

Jersey, and William H, Finnie 4 Associates, of Lexington,

Kentucky, and have been approved by the Division of Water of the



Natural Resources and Environmental Protection Cabinet {"Division

of Water").

On November 27, 1000> Kentuoky-American amended its appli-

cation to reroute lte pruposad transmission line further north in

Jessamine County nearer thr Jessamine/Fayrttr County line. This

modllled route would require 2>900 lineal tert less transmission

main and reduce the proposed total project cost ta 03>222>000.

The revised pro]rat has eisa been approved by the Dlvlslan at
Water.

A heaclng waa held on January 10> lygl at the Commission'

off lars ln Frankfoct Kentucky. Spears Watec'ompany f "Spears

Water" ), Lexington-South Elkhorn Water District {"Lrxinyton-South

Elkhocn Water") > Jrssamlne County Water Dlstrlot No. 1 ("Jessamine

Water" ) ~ Dacyoush Nacefat and the Ash Orove Road Neiyhborhood

Association lntervenrd ln this matter. All intervrnors except

Jessamine County Water District No. 1 partlelpatrd ln the hrarlny.

DZSCUSSTON

Kentucky-Amrciean's oriylnal applleatlan prepared a 24-inch

water transmission line to run irom an exlstlny 30"inch high

service line ln Fayette County near Jack's Creek Read, westerly

through Fayettr County alony Shelby Lane and Delong Road, into

Jessamine County alony Ash Crave Road to U.S, 27 (Nieholasville

Road), and then in ~ northerly dlrecClon along U,S. 27 to connecC

into Kentucky-American's existing water system. However> afCrr

encountering dltticulty in obtaining easemenCs along hsh Orove

Road as well as receiving what Kentucky-Amer lean considered

exorbitantly oostly awards duriny the condemnation process, the
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route vas modii'led. Nentucky-American amended iCa appliaaCion to
reflect the modified coute, vhioh «as Che same in the souChvestesn

portion of yayette County buC vas moved notth of and touyhly

parallel Co Aah Ocove Road nearec Che tayette/Jessamine County

line in northern Jessamine CounCy,

The orlyinal toute< as vali aa Che modified route, of Che

proposed transmission faciliCies is loaaCed ~ iChec parallel to ot

in the general viainity of esistinS vaCec distribution faallities
of Spears Natec and Jessamine Hater, Nentuaky-American's exhibits

also indicate Chat iC intends to propose additional faailitles in

the future vhiah vill be in the Seneral viainity of axistinS vatec

distribution facilities of &xinyton-South Sliphorn Nater, Nhile

Spears Nater, as a privaCe, investor-ovned vater utility, has no

terriCocial boundacyz Jessamine Natec and Loxington South $1Nhofn

Nater do have territorial boundaries esCabllshed by the aounty

judge/executive pursuant to NRs chapter 74,

The proposed constcuat ion is alassif led as ttansml salon

facilities and vas designed for tha putposa of movinS large

quantities of cteated vates from Nentucky-American's soutae of

supply Co vhece iC is needed for disCcibuCion. Nentuaky-American

also stated ChaC Che proposed aonsCrucCion is neaessacy Co

reinforce its vaCer system. the proposed Ccansmlssion faailities
vill allov Che system Co operate at highhat and mote stable

pcessuces ducinS peak demands and vill allov moce effeativ»

ucilisacion of sysCem storaSe. None of the lntervenots challenged

Nentucky-American's need for addiCional transmission facilities to
transport tseated vaCec fos disCribution in southvestesn tayette
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County, Kowever, Chey did Cake strong exception to the

Cransmission faoiliCies being sited in Jessamine County.

The intervenors noted that in Case No. 9696 Kentucky-

American filed its 1986 Least Cost/Comprehensive Planning Study

f"Study") which delineated all ma)or construction projects for the

1986-2000 time frame, The Jack's Creek Pipeline was identified in

the SCudy as being locaCed wholly within Payette County and needed

to supply both "A r'apidly developing region o! Layette County

[Chatj is along Che souChern county li.ne," and "customers on the

wesCern side of Lexington."2 unlike Kentucky-American's current

exhibitsi iCs 1986 SCudy shows no facilities being proposed within

Jessamine County.

Spears Mater and lexington-South Elkhorn Water argued that

their respecCive systems had constructed capital intensive water

faciliCies Co serve Che anCicipated growth in retail customers and

ChaC Kentucky-American should not be permitted to compete for

reCail customers in Jessamine County, Kentucky-American initially
denied any intenC to provide retail service to either existing

customers of another waCer utili'ty or to new cus'Comers who could

be served by another water uCility. But this philosophy was

Case No. 9696, An Analysis of the "Least Coat Planning
Kvaiuation" Submitted by KenCucky-American Mater Company.

Kentucky-American $fater Coepany 1986 Least Cost/Coeprehensivs
Planning Study< p. 69.
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quickly clarified, and ~ ignificantly modified, to the extent that

Kentucky-American would serve customer ~ of another water utility,
or new customers, ii'entucky-American could provide a better

quality of service,

Spears Water and Lexington-South Elkhorn Water argued that

Kentucky-American's philosophy to willingly serve existing or

potential customers of other water utilities would result in the

wasteful duplication of facilities and that as a conseguence,

Kentucky-American is not entitled to a oertifioate pursuant to KRS

278.020I 1), The Commission recognises that Kentuoky-American'

ability and willingness to serve retail customers in Jessamine

County could lead to the future oonstruction of distribution

facilities that duplicate existing facilities. While the evidence

demonstrates that the proposed transmission facilities will not be

duplicative of any existing water facilities, the potential for

such duplication i ~ real.

Spears Water and Lexington-South Elkhorn Water also argued

that the shortesti most direct, and least costly route for the

proposed transmission facilities is the route identified in the

1986 Study. The engineering information provided by Spears Water

and Lexington-South Elkhorn Water indicated that this alternate

route, totally within Payett» County, would be approximately 7,400

lineal fest less in length than Kentucky-American's modified route

and was estimated to cost approximately S2.93 million.

Kentucky-American did not refute the evidence that a Fayette

County route was shorter and less expensive. The Commission may

not issue a Certificate of Public Convenience and Necessity unless
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the evidence demonatratea that there ia both a need for the

proposed transmission line to meat oustomera'ervi,ce demands and

~n absence of wasteful duplication For the Commission to find

the requisite absence of wasteful duplioation, i,t must review

duplication "from the atandpointa of excessive investment in

relation to efficiency, and an unnecessary multiplicity of

physi,cal properties." Kentuckv Utilities Co. v. Publio Service

Comm'n, <Ky. App. j 252 S ~ W.2d 885, 881 (1852). In liqht of this

standard, it is clear that the longer, more expensive route in

Jessamine County will not produce the requisite absence oi

wasteful duplication, The additional 7,400 lineal feet of

t r ansmias ion main needed for
Kentucky-American�

' proposed

Jessamine County route will, based on the evidence o! record,

result in an excessive investment in terms of both dollars and

lineal feet oi pipe. Eased on these findinqa, Kentucky-American's

request for authority to construct the Jack' Creek Pipeline aa

proposed in i'mended application should be denied.

XT XS THEREFORE ORDERED that Kentucky-American's application

for a Certificate of Publio Convenience and Necessity be and it
hereby is denied.

Done at Frankfort, Kentucky, this 27th day of NLrch, 1991.

Executive Director


