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By Order issued April 15, 1994, Commission Staff distributed
its Staff Report and cost-of-service study to the parties to this
case. On April 22, 1994, Staff discovered an error on page 20 of
their Staff Report. The corrected version of page 20 of the Staff
Report is attached to this Order.

IT IS THEREFORE ORDERED that the attached page replaces the

existing page 20 of the Staff Report. Any party wishing to comment

on page 20 of the report shall refer to the "amended page 20."
Done at Frankfort, Kentucky, this 25th day of April, 1994.

PUBLIC SERVICE CON)4ISSION

~cd
For the Commission

ATTEST:

Executive Director



Staff Report
PSC Case No. 94-003
Page 20 of 21

Staff Conclusions

It should be noted that concern has been raised by North Marshall

that its other customers have been subsidizing Kentucky Dam. Kentucky

Dam purchased 45,526,800 gallons during the test year at a rate of $1.00
per 1,000 gallons. North Marshall sold 40,209,300 gallons to its other

customers at a rate of 50 cents per 1,QOQ gallons. It is apparent that

water sold at 50 cents per 1,000 would result in a greater subsidy than

water sold at a rate of $1.00 per 1,000 gallons.

The cost of service study resulted in a fairly uniform increase for

all users with the exception of the 3-inch connections. Currently, all
customers, with the exception of Kentucky Dam, that use in excess of
50,000 are charged a rate of 50 cents per 1,000 gallons. The

recommended rate for all over 50,QQO gallons is $ 1.43 per 1,000. While

this results in a significant increase for the 3-inch connections, it
removes the subsidization that has been occurring because of North

Marshall's current rate schedule.

The following table shows the percentage increase with North

Marshall's proposed rates and Staff recommended rates.
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Staff recommends that North Marshall's rates be revised from an

eight step declining block schedule to a customer charge and a three


