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INTRODUCTION

On December 22, 2000, in response to a written request from the Kentucky
Association of Fire Chiefs (‘KAFC"}, the Public Service Commission (“Commission”)
established Administrative Case No. 385' to investigate fire protection services of
jurisdictional water utilities. This investigation had three stated objectives: (1) the
collaction of infarmation about fire protection services of jurisdictional water utilities;
(2) a detailed examination and analysis of this information to identify deficiencies or
problome with the provicion of such corvices; and (3} the davalopment of unifarm
standards, if necessary, to correct these deficiencies. The Commission’s ultimate goal
was “to ensure that utility practices are not discouraging or proventing reasonable, coct
effective means of fire protection services.”

vvhen esiabiishing nis adminisirative proceeding, the Conmission direuied the
163 water utilities under its jurisdiction to provide certain information regarding their
water systemns, their fire protection services, and their position on key isslies concerning
the provision of such services. As of October 1, 2001, 120 water utilities, or

approximately 75 percent of all jurisdictional water utilities, have responded.® Based

upon the size of the response and the diversity of the responding water utiiities,

' Adminigtrafive Case No. 385, An Investigation Into Fees For Fire Protection Services
{Ry.FSC. Dec. 22, 2000).

?  Order of December 22, 2000 at 2.

®  The names of these ufilities are appended o this report. Two water ufilities submitted
responses but faifed to identify themselves. The Aftorney General also responded, where appropriate, to
the Commission's Interrogatories. His responses are included in this suvey. By its Order of December
22, 2000, the Commission alsg directed KAFC tc respond to certain questions. As these questions
differed from those posed to jurisdictional water utilities, KAFC's responses are not reflected in this
AUFYCY,



Commission Staff is of the opinion that an accurate and complete view of fire protection
services provided by jurisdictional water utilities has been obtained.

A survey of the responses to the Commission’s interrogatories follows. Because
some utilities did not respond to all interrogatories or gave multiple responses, the totals
for each response may vary. Similar responses have been grouped together {e.g.,
“unsure.” “don’'t know” and “no opinion”) have been listed under one heading. Where
feasible, the utility's complete response is shown. In some instances where the
responding party provided a langthy reepnnea, tha reqpnnge has haan summarizand. In
some instances, a copy of the response in its entirety has been appended to this
5uwey. Whilc Commission Staff has sought to accuratoly summarizo tho recponses,
this survey is not intended to substitute for a review of each response.

SUMMARY

Of the 120 responding water utilities, 72 utilities provide fire protection service,*

33 utilities do not provide such service, and 15 utiliiies Ml their fire protection service
to permitting the use of their facilities by fire departments to fill fire trucks.® The
percentage of respondents not providing fire protection service, approximately 26
percent, is less than the percentage of water utilities who disclaim in their filed rate

schedules any ability to provide fire protection service or fire flows.® Approximately 28

* In its Order, the Commission defined “fire protection service” to include “permitting the
installation of public or private fire hydrants or permitting local fire fighting entities to withdraw water from
the water distribulion system at no cost or at 2 reduced cosl.”

5 Response t¢ Order of December 22, 2000, Appendix B, Commission Interrogatory 1.

5  Of the 160 water utility tariffs that Commission Staff reviewed, approximately 70 utilities, or 45
peroent of alt water utilitios, dicelaimad any obility to provide fire protection flowe.
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percent of all responding utitities statéd that they no longer install fire hydrants becauss
they are unable to meet the required water flow requirements.”

As to the amount of water aftributed for fire protéction purposes,’ 40 utilities
raported providing in excess of 100.000 gallons of watér annually for fire protection for
the period from 1995 through 1999. Twelve utilities reported providing in excess of one
.miltion gallons énnually for that perind.  Thiry-thrae ofilities raported that during the
same period they provided less than 100,000 galions of wafer annually for fire
protootion  purposes. Twenty-six  utifitice worc unable to provide tho noccccary
information. Sevefai Qtilities complained of their inability to obtain accurate or timely
usage informaton from locat fire depariments.”

As to the cost of this water, 45 utilities reported that the average annual expense
was 3500 or Jelss_ to provide fire protection for the 1985 through 19899 period. IWenty— '
six utilities reported their average annual expense for water used for fire pfotection
purpeses was between $1,000 and $10,000. One water utility reported a.ﬁ annual

ekpense for water for fire protection purposes in excess of $50,000.

T Administrative Regulation 807 KAR 5:066, Section 10{2)b) provides:
{F)ire hydrants may be installed by a utility only if:

a. Aprofessionai engineer with a Kentucky registration has certified
that the system can provide a minimum fire flow of 250 gallons per
minute; and -

(>3 The system supporting this flow has the capability of providing this
flow for a period of not less than two {2) hours pius consumption at the
maximum daily rate. .

4a

fkesponse 1o oraer of DQCEHED&E' 22, 2000, Appadix B, Cunnriasion nlauyelory 2.

®  Among those water utilities that complained of feporting problems were: Butler County Water
System, Henry County Water District No. 2, Marion County Water District, Nebe Water District, North
Nelson County Water District, Oldham County Waler District, Pendleton County Water District, Simpson
County Water District, South Anderson County Water District. and Warren Courty Water District.



Where fire protection service is provided, it usuaily is in the form -of public fire
hydrants.”® Seventy-one utilities reported having one or more public fire hydrants
connected to their distribution systems.! Forty-five utilities, or approximately 38
~percent of the responding utifities. reported having 50 or more public fire hydrants.

Forty-nine utllities, or 40 percent of the responding utilities, had ne public fire hydrants.

In contrast, 98 utilitiee, or about 82 percent of the rocponding utilities, stated thaf no
private hydrants were connected to their water distribution systems.l*z- Twenty-two
utilities stated that grivate hydrants weres connected to thc.il.‘ watsr distribbution systeim.
Fifty-two utilities reported that no sprinkier systems were connected to their systems.
Shay-elght utiities stated that at ieast one sprinkler system was connected td elr
systems.

Apparently few water utilities melasure' the .quantity of water used for fire
protection purposes.”® Only 13 of the responding water utilities meter water usage from
private hydran{s. Only 34 of the respondents meter usage from private sprinkler

systems.” Four respondents meter usage from public fire hydrants.”® The majority of

" n its Order of December 22, 2000, the Commission defined pubiic fire hydrants as “fire
hydrants that meet the requirements of Administrative Reguiation 807 KAR 5:086, Section 10{2)k), and
are maintained and operated at no cost by the water utility, or whose maintenance and operation costs
are assumed and paid by a governmental entity {e.g., municipality, fire district, county government).”

" Response fo Order of December 22, 2000, Appendix 8, Commission Interrogatory 8a.

?  Response to Order of Decembar 22, 2000, Appendix B, Cémmission inferrogatory &b.

" Response to Order of Decemnber 22, 2000, Appendix B, Commission Interrogatory 6.

1 Response t¢ Order of December 22, 2000, Appendix B, Commission interrogatory 7a.

¥ Response 1o Qrger of frecemper 22, z000, Appencix &, Commission irMerogalory oc.
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water used for public fire hydrants is unmetered and based on estimates from local fire
departments.®

Of the utilities responding to the Commission’s interrogatories, most do not
assess a .charge for water -Drovided to public or private hydrants.”” Of the 18 utiliies
that assess a fee for water service fo public hydrants, seven assess a monthiy or
annual fes. Four of the water utilities charge only for water usaga that excesds fnir
hours. Thirty utilities assess an annual or monthly charge per private fire hydrant. Ten
uf tess utilitiss a&ocbo & minirnun monthly charge for private fire hydrante baaod upen
the meter size.

UT the $§ utines that responded to the interrogatories and thal have al least one
private sprinkier system attached to their systems, 27 do not assess any charge.
T_hirty-two utilities asséss the custorrer a minimum monthly charge based upon the size
of the water meter." Fivé utilities assess a flat monthly fee per fire hydrant. One utility
assesses a chargé based upon the size of the bui]déng. in which the sprinkler system Is
located. Ancther bases its charge upon ac_tuat water usage. None of the responding |
utilities has a special contract to provide fire protection service.™

Of the 120 responding water utilities, only three reported fire events that required

the use of unusually large amounts of water.® The most significant of these events was

¥ Seventeen utilities, however, reporied that they were unable fo obtain estimates from e
departments and thus had no clear basis upon which o gauge water usage. '

7 See Order of December 22, 2000, Appendix B, Commission Interrogatory 8.
'® Response to Order of December 22, 2000, Appendix B, Commission Interrogatory 8a(3).
'®* Response to Order of December 22, 2000, Appendix B, Commission Interrogatory 8b.

*  Response 10 Oraer of Lecemuoer 22, 2000, Apperidix B, Gounissiun hilsnuyatuiy 3.
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a fire at a commercial landfilf that required the use of 15,788,000 gallons of water,
Neither the municipal fire department ncr the property owner reimbursed the water
district for the water used. As a. result, the water district absorbed the loss of
approximately $19,111 in revenues.

Several utilities stated that standby costs associated with being ready and able
 {n cerve :arr-x. miirh graatar than the rnsts associated with hydra\n’r installation.  Forty-
two respondents stated that those requesting private fire protection service should pay
the total coato aasociatad with the provision of cuch oorvioo.. Moot utilitios ctated that,
with the exception of having additional points for \_fuater main flushing, they recei\;e no
penelil from the instailaton of private fire hydrants.

Because of the limited number of utilities providing private fire protection services
and the wide variance in their cost of setvice, the responses provided na clear rend in.
the cost of providing such service. Several utilities expressed the fear that failing to
properly allocate the cost of this service to those bénefiting from the service would
increase costs for all customers. Seventy-five of the responding uiiti'ties, approximately
B3 percent, stated that thé cost of private fire protection service should be borne solely
by the party receiving that service. Only one utility suggésted that'ratepayers should
subsfdize _the {:ost of such service, *

Seventy-four of the 120 responding utilities ackncwt_edged that a water utility
would benefit from the installation of pubic fire hydrants because of the additional line

flushing points such hydrants would provide.® Most noted that their customers would

' Response o Order of Decernber 22, 2000, Appendix B, Commissjon interrogatory 16.

T Respuniae v Onder of Dovenibse 22, 2000, Appendix D, Curmmisasion Interregatory 17a.
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also benefit from lower fire insurance premiums, increased fire protection coverage, and
better water quality due to increased line flushing.® They, however, saw few benefits
accruing to them® or the general public®® frem the installation of private sprinkler
systems.

Cne hundred seven respo_ndents, or 89 percent of the responding utilities, stated
that they assess ne charge 1o fire depariments for water sarvica pravided for fire
protection S_ervices.-'*’ﬁ Nirtety-two utilities indicated that they do not assess any charge
tg fire dopartments for the placement, opcration, and maintonanoc of fire hydrante.
Sixty-seven of the responding utilities that provide free water service o such hydran{s _
acknowledged that they do so In violgtion of KRS 278.170 by failing W 1eyuie the usitty
fire department te report its usage.”

| Responding utifities were equally divided cn the issus of who should Dea.r the
coét for water used to provide fire protection services.® Fifty water utilities, 42 percent
of the respondents, indicated that the cost should be borne by all customers. Thirty-two
water utilities, 27 percent of the respondents, stated that the customer who receives the
benefit of the water should pay its cost. Fifteen ufilities, 13 percent of the respondents,

" indicated that charges should be assessed for the water if the fire department providing

2 Response to Order of December 22, 2000, Appendix B, Commission Interrogatory 179.
#  Response to Order of December 22, 2000, Appendix B, Commission interrogatory 18b.
¥ Response to Order of December 22, 2000, Appendix B, Commission interrogatory 18a.
% Response to Order of December 22, 2000, Appendix B, Commission interrogatory 21. |
ZTI Response to Order of December 22, 2000, Appendix B, Cammission interrogatory 20.

11

Respoise o Order uf Decemiber 22, 2000, Appawdia B, Curraiasivrg interrogstory 22.
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the fire protection service is financed through tax revenues or membership

contributions.

CONGLUSION

Based upon our review of the responseé to the Interrogatories and the water
utiiity tariffs on file with the Commission, we do not believe that water utility rates
orosently have a significant effect on the statewide uss nf fire profection sarvices,
especially sprinklef systems. The data suggests that most water utilities are not
eurrently providing firs protestion wa{c:r service, OFf 120 rcoponding watc:;r utititics, 08
have no private hydrants ahd 55 do not serve fire sprinkler systems. Of the 160 water
Uity tarifs revtewea‘ 45 percent contalned provisions expressly disclaiming e ability
to provide fire protection water flows. Many others, white not Cdntaining a disclaimer of
- such service, suggést that the utility has limited abilities to provide fire flows. Only &2
water utilities had sufficient demand for hydrants to establish rules for serving such
faciliies, Far fewer have rules governing fire sprinkler systems. The lack of such rules
suggests that most utilities have yet to prﬁ)vi‘de such services,

A potential problem, however, may exist if some guidelines are not established.
Of the 160¢ water uiility tariffs reviewed, -147 contained a rate desigh in which the
minimuem bili contafned'a commodity component. Simply put, these minimum monthly
rates covered not only fixed. utility costs that all customers impose upon a ulility system
by having access to the utility system, but also the cost of & certain gquantity of water.
For fire sprinkler and fire hydrant systems, these minimum rates thus contain a charge
for a commodity that is uniikely to .be consumed or used. At least five water utilities -

currently treat thess systems as normal customers despite their unusual usage
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patterns. At least 17 water utilities have sought to avoid this problem by establishing a
| monthly fire sprinkler or hydrant fee that differs from the minimum monthly rate. For the
remaining utilities, however, the pctential exists that fire sprinkler and hydraht systems
when eventually instalied will be treated as other customers and be charged a minimum
monthly rate _that includes a commodity compoenent.

| Moranver neithar tha responses in the Commissian's interrngatories nor the fited
rate schedules suggest that a clear and understandable methodolegy is being used to
cotablich fira protection ratecs. While some roteo arc apparently bascd upon motor size,
it is unclear whether the water utilites considered the unique characteristics of fire
prutkeGlion service wher) eslabiishing he Iidl.iﬂ.. Other tales have o congtation (o e
utility’s cost of service and appear to be an arbitrary rate. A significant number of water
utliity.tarrrrs provide that the rate 'rdr firg protection services will be a negotiated rate.
While such rate may reflect the unique nuances of serving a customer, it also holds the
potential of a rate that d(ﬁes not reflect cost-of-service principles.

The responses 1o the Commission’s inferrogafories and a review of water utitity
tariffs also indicate a significant disparity between gtitity pricing policies and operation
practices and utility filed rate schedules. For example, mary water utilities are
providing free water sefvii;e to fire departments for firg proteétion and fire protet:tfdn
training, but failing to reflect this practice in their filed rate schédu!es. They are also
failing to revise thsir filed rate schéduies to impose the reporting requirements
mandated by KRS 278.170. This failure to adhere to tariff requirements increases the

likelihood of discriminatory treatment of similarly situated customers.



Fire departments aiso are faiting to comply with the reporting requirements of
KRS 278.170. While many fire departments are withdrawing water from public water
utility systems, few are reporting the incidents of withdrawal or estimating the amount of
their usage. This failure is likely to hinder the effo:ts of water utilities to maintain

accurate water accountébility and properly determine their cost of service.



