
BLACK MOUNTAIN UTILITY DISTRICT I 

609 FOURMILE ROAD BAXTER, KY 40806 Phone 1-606-573-1 277 

January 29,2004 

Mr. Tom Dorman, Executive Director 
Kentucky Public Service Commission 

RECEIVED 
P. 0. Box 615 E B  6 2004 
Frankfort, KY 40602-06 15 PCS 
2 1 1 Sower Boulevard 

FINANCIAL ANALYSIS 
Dear Mr. Dorman: 2004-00038  

Fax: 1-606-573-1 276 

Enclosed is a copy of an Alternative Rate Filing application for the Black Mountain 
Utility District's water operations. PSC Staff assisted Black Mountain in preparing this 
application, and suggested that Black Mountain request a deviation from standard rate 
case requirements to save time, money, and paperwork. This suggestion was made 
because of the unique circumstances surrounding Black Mountain. 

Specifically, Black Mountain has been identified by the Commission as a financially- 
challenged water utility. For most of its history, Black Mountain has operated in the red, 
relying upon significant amounts of grant money to survive and expand. At present, 
Black Mountains's financial condition is such that a 20% rate increase is needed to 
operate with a positive cash flow just to pay bills and meet normal operating expenses. In 
addition, Black Mountains's service area is largely rural, sparsely populated, and hard 
pressed to afford the full 40% increase justified by our normal operations, especially in 
light of the recent wholesale rate increase granted to the City of Harlan, which is Black 
Mountain's supplier. Therefore, Black Mountain is requesting a 20% increase rather than 
the 40% increase that could be justified. 

I Black Mountain were to file under the Commission's standard filing requirements, it 
would still need to request deviations from several aspects of those requirements. For 
instance, Black Mountain does not intend to file testimony in this case, and it is unable to 
file a recent CPA audit report because its financial condition has not allowed it to pay for 
audits in recent years. Therefore, Black Mountain requests a deviation to allow this rate 
application to filed under the ARF requirements. 

Vickie Rhymer 
Chairwomen of the Board 

Encl. 
File: psc letters 
































