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This matter involves a dispute over the rate which the City of

Wi lliamsburg, Kentucky ("Williamsburg") charges Cumberland Falls

Water District ("Cumberland Falls" ) for water service. On May 4,

1994, Williamsburg notified Cumberland Falls of its intent to

increase its water service rate from $1.50 per 1,000 gallons to

52,40 per 1,000 gallons effective July 1, 1994. When Cumberland

Falls refused to pay the higher rate, Williamsburg brought this

action to obtain Commission approval of that rate. Cumberland

Falls moved for dismissal of Williamsburg's complaint.

In Simoson Countv Water District v. Citv of Franklin, Ky., 872

S.W.2d 460, 462 (1994), the Kentucky Supreme Court held that a

city, which includes a city-owned utility, waives its exemption

from Public Service Commission regulation "when it contracts wi.th

a regulated utility upon the subjects of rates and service." To

implement this decision, the Commission ordered municipal utilities
providing wholesale utility service to a public utility to file
their existing contracts and schedules of wholesale rates.
Administrative Case No. 351, Municioal Utilities (Ky. P.S.C. Aug.

10, 1994) .



All municipal utilities, except Williamsburg, have complied

with thin Order, The Commission has accepted the contracts and

nchodulos nn filed an the lawful rates of the affected utilities,
hn n renult, the contractual relationships between most municipal

utilition and thoir wholonale customers have not been materially

nf. f'ec'tod,

Williamnburg'n complaint raises an important question about

the procedures which the Commission should follow in reviewing

municipal uti,lity requests for rate adjustments, To answer these

quontions, wo neod look no further than Simoson Countv Water

Dint,rict .

In Simonon Countv Water District the Kentucky Supreme Court

found that

whore contracts have been executed between a utility and
a city, , KRS 278,200 is applicable and requires that
by so contracting the City relinquishes the exemption and
io rendered sub]oct to PSC rates and service regulation.

~ at n62,

KRS 270.200 provides:

The commission may, under the provisions of this
chaptor, originate, establish, change, promulgate and
onforco any rata or service standard of any utility that
hao been or may be fixed by any contract, franchise or
agreement between the utility and any city, and all
rights, privileges and obligations arising out of any
such contract, franchise or agreement, regulating any
ouch rate or service standard, shall be sub)cot to the
'Jurisdiction and supervision of the commission, but no
ouch rate or service standard shall be changed, ner 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.

Thin statute, which applies by its terms to contracts, franchises

and agroemonts with cities, is permissive except to the extent that

it instructs the Commi.ssion to hold a hearing before taking any



action which changes an existing "contract, franchise or ngraamant"

nnd requires that the henring ba held "in tha mnnnar praocribad by

this chapter [KRS Chapter 278],"
Viewing the Simooon Countv Wntor District docioion togathor

with KRS Chapter 278, a uniform method of exorcising tha

Commiosion's )uriediction over citiee becomoo nppnrant. Whore n

city applies for approval of a rate contrary to that which would ba

established under an existing agreement with n utility, or wharo n

utility complains of implementation of u rata or oarvico contrary

to an oxisting agreement with a ci.ty, tha Commission io in offact

being requested to change or abrogate the underlying ugraomont, To

do so, the Commission must first hold a hearing "in tha manner

pxeecribed" by KRS Chapter 278. Tha manner preocribed by Chnptox

278 for holding a hearing on a proposed rute increase ie oot forth

i,n KRS 278. 190 and pxesupposee compliance with tha upplicnbla xulao

of proceduxe set forth in Commission Regulation 807 KAR 5:001. To

the extent that these xegulations impose burdens which nra onarouo

in a particular situation, either the city or the utility muy ooak

permission to deviate from the requix'ement by showing good causa.

~s 807 KAR 5:001, Section 14,

Where either a city or a public utility seeko tho enforcamant

of a rate established pursuant to an existing contract, tha

Commission's jurisdiction ie founded upon KRS 278,260. In

addressing that complaint, the Commission's rulao of proceduro,

Commission Regulation 807 KAR 5:001, are applicable.

Consistent with the Commission's Order in Administrative Cnoe

No, 351 and KRS 278.160, contracts and rate schedules filed with

the Commission shall control the rates and conditions of oervice of



the partiea, Changea to thone currently on file with the

Commlnaion ahall be made in accordance with KRS 278.180 and

Commiaaion Regulation 807 KAR 8 i 011,

In the current cane, Williamnburg hau llg} raten or contracta on

file with the Commianion. It ceekn an ad]uatment of ratnn in

effect when the Pimnaon Countv W~er DintrigI, deciaion became

final. A complaint brought againot Cumberland Falla purnuant to

KRS 278.280 ia not the proper avenue to neck auch an ad$ uatment,

Wi,lliamaburg'n proper courae ia to apply for a rate ad)uatment in

accordance with the procoduron net forth in KRS 278, 190 and

Commisaion Regulation 807 KAR 8 i 001, Section 10, The Comminnion

f inde that, aa Williamaburg' complaint in not tho proper method

for necking a rate adjuntmont, it chould bo dinmianed.

IT IS THEREFORE ORDERED that Will iamaburg' Complaint ia

diamiaeed,

Done at Frankfort, Kentucky, thin 11th day of April, 1995,

i<,.4+
Comm $0 fJ i0n er

ATTEST:

Executive Director


