COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

* Kk K *
In the Matter of

AN ADJUSTMENT OF RATES OF
PARKSVILLE WATER DISTRICT ) CASE NO. 8365

O R D E R

The Commission, having considered the Petition filed
October 9, 1981, and being advised, HEREBY ORDERS That the Parks-
ville Water District ('"Parksville") shall file with the Commis-
sion an Amended Application or Notice by November 23, 1981 pursuant
to 807 KAR 5:067 (Appendix A) including the information required
by the regulation.

IT IS FURTHER ORDERED That in the event the rate adjust-
ment sought by Parksville exceeds an offset or pass through of
the cost of purchased water, Parksville shall so specify in its
Amended Application or Notice and shall file the information
required by 807 KAR 5:001E, Section 6 and Section 9 (Appendix B).

IT IS FURTHER ORDERED That should the Amended Application
or Notice and required information not be received by the Commis-
sion by the close of business November 23, 1981, the case may be
dismissed without prejudice.

Done at Frankfort, Kentucky, this 6th day of November, 1981.

PUBLIC SERVICE COMMISSION

¥For the Commission

ATTEST:

Secretary



JBLIC PROTECTION AND REGULA L IUNM LADIINE S
’ i Service Commission

0IKAR S: rchased water adjustmentclause.
RELATES TO: KRS Chapter 278

PURSUANT TO: KRS 13.082, 278.030(1), 278.040(3)
NECESSITY AND FUNCTION: KRS 278.030(1) pro-
les that all rates received by a water utility subject to the
‘isdiction of the Public Service Commission shall be fair,
it and reasonable. This regulation prescribes the re-
irements under which & water utility may implement 2
rchased water adjustment clause designed to recover the
sreased costs of water purchased, where the water utility

not fiancially able to absorb an increase from its sup-
ier.

Section 1. Application for Change in Base Rate. The
aes & water utility is currently authorized to charge its
1stomers are based upon the wholesale cost of water to
iat water utility pursuant to valid contracts or wholesale
ieiffs on file with the commission. For purposes of 2 pur-
hased water adjustment clause, this wholesale rate shall be
snsidered as the base rate for purchased water and any in-
rease or decrease in the base rate shall be considered the
hanged rate.

(1) In the event there is a change in the base rate, the
icility shell file with the commissioner the following in-
ormation:

{s) A copy of the wholesale supplier’s tariff effecting a
‘hange in the base rate and a statement from the wholesale

mpplier evidencing the effestive date of the changed rate;

(b} A detailed statement of water purchased under the
sase rate for a twelve {12) month period ended within nine-
iy (90) days of the filing date and showing billing both
1nder such base rate and also under the changed rate;

(¢} A detsiled statement of water sold for the same
'welve (12) month period.

(d) A balance sheet 2nd statement of operating expenses
:2d revenues for the most recent twelve (12) month period
lor which that information is available;

(2) In the even! of an increase only, evidence that the
water utility has notified its customers of the proposed rate
revision;

() Revised tariff sheets reflecting the rates the applicant
proposes to charge; and

¢g) Such other information as the commission may re-
quest for a proper determination of the purchased water
wdjustment.

() The commission may require that the balance sheet
ind statement of expenses and revenues furnished pur-
;pant to subsection (1Xd) of this section be updated to
vithin ginety (90) days of the filing of an application and
‘hat the updated information corresponds to the same
welve (12) month period as the water purchased informa-
ion furnished pursuant to subsection (1)(b) of this section.

(3) Upon receipt of all the necessary information, the
-ommission will review the effect of the changed ratc upon
ihe applicant’s operations and if an incresse s proposed
determine whether all or a part of the increase can be ab-
sotbed by the applicant. An aprhcnm shall not implement
its proposed revised rates until the commission issues an
order authorizing the applicant to adjust its rates. If an 2d-
justment is suthorized, the supplier's changed rate shall
decome the supplier's base rate for use in future spplica-
tions.

(4) The maximum amount of the adjusiment so ordered
shall aot produce revenue adjustments greater than the dif-
ference between the purchased water billed st the base rate
and the purchased water billed at the changed rate.

() The notice required by subsection (I)¢) of this sec-
lion may be accomplished by a bill insert.
|

utility by its suppuer(s), the unit charges o olesale
tariff shall be increased ot decreased by a purltiased water
sdjustment calculated as follows: .
(1) Water purchases shall be computed at the supplier’s
bese rate and the supplier’s changed rate using a period of
twelve (12) calendar months ending within ninety (90) days
preceding the montb of the effective date of the supplier’s
rate change. The diffference between these amounts shows
the total change in the applicant’s purchased waier costs,

(2) The total change in purchased water costs shall be
divided by the actual number of cubic feet or géllons sold,
yielding the purchased water adjusiment expressed in cents
per cubic feet or gallons, unless the applicant’s wp!.r loss
exceeds fifteen (15) percent. )

(3) In instances where the water loss exceeds fifteen (15)
percent, the actual water sales shall be divided by eighty-
five (8S) percent yielding the maximum allowable water
purchases. The maximum allowable water purchases shall
then be multiplied by the change in cost per cubic foot or
gallons, vielding the total aliowable change. The total
sllowable change shall then be divided by the scival
pumber of cubic feet or gallons sold, vielding the purchas-

¢4 water adjusiment expressed in cents per cubic feet or
gallons.

Section 2. Cajrnlation of the Puschasea w AGJusL-
ment. If 2 chan made in 2 base rate cha* water

Section 3. Procedure for Distribution of Refunds from
Suppliers. In the event & water utility receives 8 refund
from its supplier for amounts previously paid, the water
utility shall immediately apply to the commission for
authority to make adjustments on the amounts charged
customers' bills under this regulation as follows:

(1) The total refund received by the water utility shall be
divided by the number of cudic feet or gallons of water the
water utility estimates it will sell 1o its customers during the
two (2) month period beginning with the first day of the
month following receipt of the refund, yielding the refund
factor to be applied against each cubic foot of water sold
thereafier. :

(2) Effective with meter readings 1aken on and after the
first day of the second month following receipt of the re-
fund, the water utility will reduce by the refund factor any

purchased water adjustment that would otherwise be ap-
plicable during the period. The period of reduced purchas-
ed water adjustment shall dbe sdjusted, if necessary, in
order 1o most nearly ap sroximaste the total amount to be
refunded. The water utility shall make full distribution of
the refund within two €2) months.

(3) in the event a water utility receives a large or unusual
tefund, the water utility may apply to the commission for a

deviation from the procedure for distribution of refunds
specified herein.

Section 4. Water Utilisy Tariffs. Every water utility that
makes an gpplication under Section 1 shall have a tariff on
file with the commission containing a purchased water ad-
justment clause conforming 10 this regulation.

MARLIN M. VOLZ, Ch
ADOPTED: March 13, 1981 irman

APPROVED: H.FOSTERP ’

RECEIVED BY LRC: March 13, lsusan‘lr:l; ss.e.:e.my

SUBMIT COMMENT OR REQUEST FOR HEARING
TO: Richard D. Heman, Jr., Secretary. Public Service

Commission, 730 Schenkel Lane, \
Kentucky 40602, Box 615, Frankfort,
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¥4 e relevant and material matter offered in
evidence by any party is embraced in a book, paper or
document containing other matter not material or relevant
the party must plainly designate the matter so offered. if
such immaterial matter unnecessarily eacumbers the
record, such book, paper or document will aot be received
in evidence, but may be worded for identification, and if
properly authenticated, the relevant and material matter
may be read into the record, or if the commission, or com-
missioner conducting the hearing, so directs, s true copy of
such matier in proper form shall be received as an exhibit,
and like copies delivered by the parties offering same to op-
posing parties, or their attorneys, appeating at the hearing,
who shall be offered opportunily to examine such book,
paper or document, and to ofier evidence in like manner
other portions thereof if found 1o be material and relevant.

(3} Whenever practicable the sheets of each exhibit and
the lines of cach sheet shall be numbered and if the exhibit
consists of two (2) or more sheets, the first sheet or title
page shall contain a brief statement of what the exhibit
purports to show, with reference by sheet and fine to il-
lustrative or typical examples contained in the exhibit.
Wherever practicable, rate comparisons and other such
evidence shall be condensed into tables, )

(4) Except as may be expressly permitted in particutar in-
stances, the commission will not receive in evidence or con-
sider as & part of the record any book, paper or other docu-
ment for consideration in connection with the proceeding
after the close of the testimony.

(5) Upon motion of any party to a proceeding, any case
in the commission’s files or any document on file with the
commission, at the discretion of the commission may be
made a part of the record by *‘ceference only.'' By
reference only, the case or document made a part of the
record will not be physically incorporated into the record.

> Upon action in the Franklin Circuit Court, excerpts from

any case or part only of any document may be made, at the
instance of any party, a part of the record before such
court.

Section 6. Financial Exhibit. Whenever in these rules it
is provided that a fingncial exhibit shall be annexed to the
application, the said exhibit shall cover operations for a
twelve (12) month period, said period ending mot more
than ninety (90) days prior to the date the application is fil-
ed. The said exhibit shall disclose the following informa-
tion in the order indicated below:

{1) Amount and kinds of stock authorized.

(2) Amount and kinds of stock issued and outstanding.

(3) Terms of preference of preferred stock whethe, -

cumulative or participating, or on dividends or assets or
otherwise,

(4) Brief description of each mortgage an property of
applicant, giving date of execution, name of mortgagor,
neme of morigagee, or trustee, amount of icdebtedness
suthorized to be secured thereby, snd the amount of in-
debledness actually secured, together with any sinking
fund provisions. .

(3) Amount of bonds authorized, and amount issued,
giving the name of the public utility which issued the same,
describing each class separately, and giving date of issue,
face value, rate of interest, date of maturity and how
secured, together with amount of interest paid thereon dus-
ing the last fiscal year. . )

(6) Each note outstanding, giving date of issue, amount,
dste of maturity, rate of interest, in whase favor, together
with amount of interest paid thereor during the last fiscal
year.

e e

(7) Other indebtedness, giving same by clns.d
describing security, if any, with & brief statement of the
devolution or assumption of any portion of such in-
debtedness upon or by person or corporation if the original
Lability has been transferred, together with amount of in-
terest paid thereon during the last fiscal year.

{8) Rate and amount of dividends paid during the five
(3) previous fiscal years, and the amount of capital stock
on which dividends were paid each year,

{9) Detziled income statement and balance sheet.

Section 7. Applications. (1) Contents of spplicstion.
All applications must be by petition in writing. The peti-
tion must set forth the full name and post office address of
the applicant, and must contain fully the facts on which the
application is based, with a request for the order,
authorization, permission or certificate desired and a
reference to the particular provision of law requiring or
providing for same.

(2) Number of copies. At the time the original applica-
tion is filed, ten (10} additional copies must also be filed,
and where parties interested in the subject matter of the ap-
plication are named therein, there shall be filed an addi-
tional copy for each named party and such other additional
copies as may be required by the secretary.

(3) Articles of incorporation. If the applicant is a cor-
poration, & certified copy of its articles of incorporation,
and all amendments thereto, if 2ny, shall be snnexed to the
application. If applicant’s articles of incorporation and
amendments thereto, if any, have already been filed with
the commission in some prior proceeding, it will be suffi-
cient if this fact is stated in the application and reference is
made to the style and case number of the prior proceeding.

Section 8. Applications for Certificates of Public Con-
venience and Necessity. (1) Application to bid on 2 fran-
chise pursuant to KRS 278.020(3). Upon application to the
commission by the utility for a certificate of convenience
and necessity authorizing applicant to bid on a franchise,
license or permit offered by any governmenial agency, the
applicant shall submit with its application, the following:

(;;))A copy of its articles of incorporation. (See Section

(b) The name of the governmental agency offering the
franchise.

(c) The type of franchise offered.

(d) A statement showing the need and demand for ser-
vice. Should the applicant be successful in acquiring said
franchise, license or permit, it shall file a copy thereof with
the commission.

(2) New construction or extension. When application is
madge by the utility, person, tirm, or corporation for & cer-
tificate that the present or future public convenience or
necessity requires, or will require, the construction or ex-
tension of any plant, equipment, property or facility, the
applicant, in addition to complying with Section 7, shall
submit the following daia, cither in the application or as
exhibits attached thereto:

(a) The facts relied upon to show that the proposed new
construction is or will be required by public convenience or
necessity.

(b) Copies of franchises or permits, if any, from the pro-
per public authority for the propased new construction or
extension, if not previously filed with the commission.

(c) A full description of the proposed location, route, or
routes of the new construction or extension, including 2
description of the manner in which same will be con-
structed, and also the names of all public utilities, corpora-
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* tion> W persons with whom the proposed new construc-

tion or extension is likely to compete.

(d) Three (3) maps to suitable scale {preferably not more
than two {(2) miles per inch) showing the location or route
of the proposed new construction or extension, as well as
the location to scale of any like {acilities owned by others
located anywhere within the map area with adequate iden-
tification as to the ownership of such other facilities.

{¢) The manner in detail in which it is proposed to
finance the new construction or extension.

(f) An estimated cost of operation after the proposed
facilities are completed.

{(g) Al cother information necessary to afford the com-
mission a complete understanding of the situation,

(3) Extensions in the ordinary course of business. No
certificate of public convenience and necessity will be re-
quired for extensions that do not create wasteful duplica-
tion of plant, equipment, property or facilities, or conflict
with the existing certificates or service of other utilities
operating in the same arez and under the jurisdiction of the
commission that are in the general area in which the utility
renders service or contiguous thereto, and that do not in-
volve sufficient capital outlay to materially affect the ex-
isting financial condition of the utility involved, or will not
result in increased charges to its customers.

(4) Renewal applications. Insofar as procedure is con-
cerned, applications for a renewal of a certificate of conve-

nience and necessity will be treated as an original applica-
tion.

Section 9. Application or Notice for Authority to Ad-
just Rates. {1) When the utility seeks to adjust any rate,
toil, charge, or rental, so as to alter any classification, con-
tract, practice, rule or regulation as to result in any change
in any rate, toll, charge, or rental, the applicant, in addi-
tion to complying with the provisions of Section 7, shall
submit the following data either in the application or at-
tached thereto as exhibits:

() Financial exhibit. (See Section 6.)

(b) A schedule of the present rates, tolls, charges, or ren-

tals, in effect, and the changes which it is desired to make, ~

shown in comparative form.

(c) A description of applicant’s property, including a
statement of the net original cost of the property
(estimated if not known) and the cost thereof to applicant.

(d) A statement in full of the reason why the adjustment
s required.

(e) A statement setting forth estimates of the effect that
the new rate or rates will have upon the revenues of the
utility, the total amouni of money resulting from the in-
crease or decrease, tiie percentage of increase or decrease,
and the effect upon average consumer bills,

(f) A statement certifying that the utility’s snnual
reports, including the report for the most recent calendar
year, are on file with the commission in accordance with
807 KAR 5:006E, Section 3(1}.

(2} In all cases involving a general increase in rates, in
addition to the informsation required in subsection (1)
above, complete financial data for the twelve {(i2) months
corresponding to the test period used by the utility in its
case shall be submitied at the hearing or prior thereto
unless such information is contained in reports on file with
the commission. Such data shall include:

(a) Total amount of interest charged to construction.

(b) An analysis of customer’s bills in such detail that the
revenues from the present and proposed rates can be readi-
ly determined.

(¢} Details of any apportionment used.
(d) Monthly revenues and operating expenses.

Section 10. Application for Authority to Issue ===
Securities, Notes, Bonds, Stocks or Other Evidences of In- ===
debtedness. {1} When application is made by the utility for =

an order authorizing the issuance of securities, noles,
bonds, stocks or other evidences of indebtedness payable
at periods of more than two (2) years from the date
thereof, under the provisions of KRS 278.300, said ap-
plication, in addition to complying with the requirements
of Section 7, shall contain:

{a) A general description of applicant's property and the
field of its operation, together with 2 statement of the
original cost of the same and the cost to the applicant, if it
is impossible to state the original cost, the facts creating
such impossibility shall be stated.

{b) The amount and kinds of stock, if any, which the
utility desires to issue, and, if preferred, the nature and ex-
tent of the preference; the amount of notes, bonds or other
evidences of indebtedness, if any, which the utility desires
to issue, with terms, rate of interest and whether and how
to be secured.

{c) The use to be made of the proceeds of the issue of
such securities, notes, bonds, stocks or other evidence of
indebtedness with a statement indicating how much is to be
used for the acquisition of property, the construction,
completion, extension or improvement of facilities, the im-
provement of service, the maintenance of service and the
discharge or refunding of obligations.

(d) The property in detail which is to be acquired, con-
structed, improved or extended with its cost, a detailed
description of the contemplated construction, completion,
extension or improvement of facilities set forth in such a
manner that an estimate of cost may be made, a statement
of the character of the improvement of service proposed, *
and of the reasons why the service should be maintained
from its capital. Whether any contracts have been made
for the acquisition of such property, or for such construc-
tion, completion, extension or improvement of facilities,
or for the disposition of any of the securities, notes, bonds,
stocks or other evidence of indebtedness which it proposes
10 issuc or the proceeds thereof and if any contracts have
been made, copies thereof shall be annexed 1o the petition.

(e} If it is proposed to discharge or refund obligations, a
statement of the nature and description of such obligations
including their par value, the amount for which they were
actually sold, the expenses associated therewith, and the
application of the proceeds from such sales. If notes are to
be refunded, the petition must show the date, amount,
time, rate of interest, and payee of eack and the purpose
for which their proceeds were expended,

_{f) Such other facts a5 may be pertinent 10 the applica-

tion.
_(2) The following exhibits must be filed with the applica-
tion:

(a) Financial exhibit, {See Section 6.)

(b) Copies of trust deeds or mortgages, il any, unfess
they have already been filed with the commission, in which
case reference should be made, by style and case number,
o the proceeding in which the trust deeds or mortgages
have been filed.

(¢) Maps and plans of the proposed property and con-
structions together with detailed estimates in such form
that they can be checked over by the commission's
engineering division. Estimates must be arranged ac-
cording to the uniform system of accounts prescribed by
the commission for the various classes of utilities.




