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Case No. 2004-00202: Adair County Water District 

Dear Mr. Reed: 

During Commission Staffs review of Adair County Water District's Application in Case No. 2004-00202, the following 
questions have arisen: 

- Why is a rate adjustment required? Adair County Water District did not propose a rate adjustment nor did Rural 
Development require such adjustment when the original financing plan was submitted to the Commission in Case No. 
2003-00364. Although the water district will receive additional grant funds of $41 3,000 from the Tobacco Settlement 
Program and the total cost of both construction phases (without contingencies) has been reduced by $307,500, the water 
district now seeks and RD now requires an increase in rates. Please provide the calculations and assumptions upon 
which the need for a rate adjustment is based. 

- The Original Letter of Conditions states that the proposed project will add new 1 13 customers. The bid tabulations 
indicate that Adair County Water District is purchasing 146 meters for installation. Why is the water district purchasing 33 
meters more than the expected number of additional customers? 

- Adair County Water District has allotted $966,000, or 30.2 percent of total project cost, for contingencies. Historically, 
most construction project provide for a 10 percent contingency. Why is the water district proposing a higher contingency in 
this case? What uses, if any, does the water district or RD have for any unused contingency funds? If the funds are to be 
used for specific system improvements, what are these improvements? 

- What specific system improvements are required by the Agreed Order that Adair County Water District executed with the 
Kentucky Division of Water on April 27, 2004? How will each improvement increase the volume of water that Adair County 
Water District needs? 

Commission Staff respectfully requests that Adair County Water District provide a response to these questions at its 
earliest convenience. 

Sincerely, 

Gerald E. Wuetcher 
Assistant General Counsel 
Public Service Commission of Kentucky 
(502) 564-3940, Extension 259 
jwuetcher@mail.state.ky.us 
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