
COMMONWEALTH OF KEifXUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of

THE APPLICATION OF McCREARY COUNTY
WATER DISTRICT FOR (1) A CERTIFICATE
OF PUBLIC CONVENIENCE AND NECESSITY,
AUTHORIZING AND PERMITTING SAID WATER
DISTRICT TO CONSTRUCT A WATERWORKS
CONSTRUCTION PROJECT, CONSISTING OF
EXTENSIONS, ADDITIONS, AND IMPROVE-
MENTS TO THE EXISTING WATERWORKS
SYSTEM OF THE DISTRICT; (2) APPROVAL
OF THE PROPOSED PLAN OF FINACNING OF
SAID PROJECT; AND (3) APPROVAL OF THE
INCREASED WATER RATES PROPOSED TO BE
CHARGED BY THE DISTRICT TO CUSTOMERS
OF THE DISTRICT

) l)

)
)
)
) CASE NO. 8720
)
)
)
)
)
)
)

IT IS ORDERED That this case be and it hereby is set
fox'eaxing

on May 4, 1983, at 2:00 p.m., Eastern Daylight Time, in

the Commission's offices at Frankfort„ Kentucky, for the purpose

of receiving testimony with xespect to the attached Report of
Robext Arnett of the Commission Staff dated March 17, 1983,

(Appendix A) and those sections of the attached draft Order

(Appendix B) relating to the proposed construction of the McCreary

County Water District.
Done at Frankfort, Kentucky, this 29th day of April, 1983.

ON

ATTEST:

Secretary

VMe Chairma

Commissioner P'



E
"ppz':Dzz A

RK P ORT

70. Claude'. Rhorer, Jr., Director
Division of Utility Engineering
and Services

THRU:

FRON-

Byrnes C. Pairchild, Chief
Vater and SewaFe Section

eA>
Rober t N. Arnett ~Public Service'ngineer
Pater and Sewage Section

Case Ho. 8720

DATE '-- inarch ll, 19.83

'r'Ref
The purpose of this report is to review the need for a

proposed waterworks improvement pro ject to the NcCreazy County Mater

D$.strict's ("HcCreary County" ) present system. On Novembe'r l, 3982,

~tcCreary 'County filed an application w5.th thi Public Servt.ce

Commission requesting approval of the construction of a ne~ garage

and maintenance building, water'reatment plant imprcnrements, and

the construction of a 500,000 gallon elevated steel water storage
tank an4 related appurtenances:. The application also requested

approval of a proposed plan of financing the proposed Qnprovements,

and a proposed rate increase. Cost estimates, engineering reports,
plans, specifications and hydraulic analyses were filed with the

. original application.. Additional hydraulic .information was requested
from HcCreary Cour.ty by Order dated January 19, 1983. A formal

hearing was held on February'y 15, 1983.

Tt appears from the application and record in this case that

the construction of a new garage and maintenance building and eater



t re a tTi".ent i~i..5rOVBTAGTi t s

vo e e =icient water service

'izi 11 enc=b I& - .CC cary Co~ to o
fear

to its customers, however after
reviewing the engineering data and hydraulic analyses furnished in

this ease by McCreary County's consultant, Kennoy Engineers, Inc.
of Lexington, Kentucky ("Kennoy"), I feel the need fox' 500,000.

gallon water storage tank in the location proposed has not been

sufficiently documented 5y Kennoy. (All data for this report came
'romCase Pile 8720).

Backgro'und Information

HcCreary County was 'formed in 1962 and began oper'ation of
faei1ities'n 1965. Thexe have been two major improvement and

expansion pro)ects constructed (1972 and 1978) . AcCreary County

px'esently serves approximately 2,730 customers in NcCreary County

(See Figure 1)-. The existing water system is comprised .of a water

intake structure and impoundment:, a vates treatment plant,approxi-

mately 36 miles of pipeline, 4 storage tanks (See Table I) and

two booster pump stations.

system)

(See Figure 2 for partial layout, of

TANK

PARKERS LAKE
~mITLEY CI.TY
PINE KNOT
Klh'C CE'.%TERY ROAD

Existinp Storage Tanks
TABLE I

CAPACITY
(GALZuNS).

150,000
50)000

. 50„000
'- 150,000

400,000

The avex'age daily demand fox watex'n 1979. on NcCreary

County's system was 466,340. ga11ons. The PSC's current regulations

—.2



=ec."re a z='...;am of 1 dajs storage and the F'arroers ., —. MXnstration
(".==-"") recomznends 2 days storage. As can be seen fx'om Table I,
'lcCreary County's storage did not meet the PSC's one day stoxage
reauirement in 1979.

To further complicate matters the Parkexs Lake and King

Cemetery Road. Tanks are on the. North and South ends of McCreary

County's system remectively and are filled by booster pump stations
~:rich ncorpoxate check valvei such that the tanks cannot backfeed

to the "core" area. This in turn further demonstrates the need goz

additional storage capacity as can be seen from Table II which is
based on 1979 data taken from the Preliminary Engineering Report,

filed by Kennoy.

TABLE II

PARLORS LAKE
<;"HXTLEY CITY
PIisE IQ'OT
KIHQ CEMETERY ROAD

CAPACITY
(GALLONS)

150,00n
50,000
50,000

150,000.

AVERAGE DAILY
DEMAND

(GALLONS)

43,000
217,670
169,000
36,670

STORAGE
(eAvs)

3.5
023
.30

4.10
As can be seen from tM. 'above. table 'there appears to 5e

'nadequatex"atez storage. 'in the'. "'coxe'rea of NcCreary Co'unty'a

system. At the present time thex'e is on1y 10Q,OQO gellons available

for storage'or a 1979. daily demand of 386,670 in the "coxe." area.

Based on the abo~e information, additional ~ater storage 'of approaf.—

mately'00,000 gallons is needed in the "coxe" area based on PSC

'oui ements and approvimately 700 „000gallons if AHA'.s xecouunendation

is used. Ho~ever, 700,000 gallons of additional storage would

probably not be feasible. An additional 500,000 gallons storage as



p oposed wou :-ve appro:.irately 1.6 Rays storage. : - 7nere
r

s an estimated 250,000 gal1ons of water in storage in the clearwell
a" the water treatment plant, which could be used to supplement

the s torage in the "core" area. However, this would have to be

purped into the system instead of being gravity fed as from the

storage tanks. The gallonage..in the clearwell was estimated from

the plans, etc. submitted in this Case.)

'Review of Data and Ex'oected
System Oaeration

En order to verify how HcCreary County's system will operate

after the installation of the proposed 500.,000 gallon tank it is
necessary to perform a detailed hydraulic analysis. Since. McCreary

County's system has several tanks, loop lines, etc. it wo'uld Se

very tedious and time consuming to do an adeciuate hy'draulic analysis

of the system without the aid of computer facilities. Kennoy

simulated McCreary County's system on the. computer using input data

such as the type 'and size of lines, friction factors or resS.stance

to flow, location of usages'demands} at appropriate 'points on the

system etc. Kennoy filed computer results of several possible

operating scenarios with the original application and filed

additional computer results. at. the request of PSC staff as stated

earlier. Ny'eview'nd subsequent concern is based on tTie data

filed by Kennoy.

Kennoy filed an expected operational sequence:of the proposed

system in response to the PSG's Order dated January 19, 1983. This

response stated, "The system improvements for the above referenced

project will result in the high service pumps at the water treatment

plant being activated by a Telemetering System to be installed at the

oposed t-nk site. This Telemeterinp System will be set, up such

4



IE
".'~a" 't wil adjustable and we have based our hyd ic c"1cula-

iF

tions on a tank level at two thirds full capacity. Ve Seel th's

wi11 be the norma1 operating range and once this level is obtained

in the tank the Telemetering System will activate the high service

pumps to fill the new five hundred thousand (500,000) gallon tank,

located on Lookout Tower Road: Once this tank has been filled the

pumps at the water treatment, plant will shut off and the levels in

tbe other tanks wi11 increase mt'i1 such. point in time as they are

at their over-flow elevation which is the same elevation as the

proposed tank (152%) . The two pump stations within the distribution

system are activated either by Telemetering Systems or set up to

operate predetermined number of hours each d"y."

The following table wa's constructed based o'n data. from

Kennoy's computer simulation of the. system with the following input

data in addition to the data mentioned above.

l. New tank is one third less than full, all other tanks

approxhnately 1/2 fu11, high service pumps off and average usage on

the system.

TABLE IIX,

AVERAGE X)E GOAD TINE TO EMPTY NORNAL 'USE
CAPACITY (GALLONS PER IF FULL IN 12 Ht)URS

TANK. (GALLONS) IDNUTE) - (HOUPH) (GALLONS)

PARKERS LAKE 150,000 78 32.0 56, 160
MHITLEY CITY 50, 000 '35 2.5 241,200+
NEM TANK 500,000 . 120 69.0 '6,400
PIhe. KNOT 50,000 . 176 4.8 . 126,720*
KZ~Q CEMETERY RD. 150,000 26 96.0 18,720

. "IMPOSS ISLE S ITUA 10 i 2 TANKS IF HALF FULL ONLY HA% E
25, 000 GALLONS EACH. USAGE ?EST BE SATISFIED FROM
ANOTHER SOURCE.



J E L
The owing table was constructed based on frcm

r
::ennoy ' computer simulation of the system wi th the following input
data in additien to the data mentioned on page 4:

2. A11 tanks fu11, high service pumps on, zero usage (demand).

Th s scenario would demonstrate whether the tanks can be filled..
The +low data taken from the computer simulation would be the mini-

mum flow going into each of the tanks with sero customer usage.

At lower water levels in the tanks greater flow ~ould enter each

tank due to less head or pressure that. the high service pumps have

to work against. In order to be conservative assume that the flows

never exceed, the flow at that point in time when all tanks are full.

CAPACITY
(GALLONS)

PARKERS LAKE 150,000
MOTLEY CITY - 50,000
Ti~H TANK 500,000
PXhV. KHQT 50',000
KINGS CEMETERY 3D. 150,000

SEE NOTE ON TABLE

From the above it

TABLE IV

TIME TO FILL
TO CAPACITY

(HOURS)

. 117
4.1
5.6
5.3
.6

INFLOV TAKES
(RQ LONS PER

tammz)
8

205
257
157'2

OUTFLOW TANKS
(GALLONS)

56,160
2<].,200+
86,400

126,720*
18,720

III
can be seen that all tanks except Parkers

Lake could be filled during off-peak times which is approximately

8 hours a day. The Parkers. Lake Tank could not be filled unless

the pump station whi.ch. feeds this tank is operated. This moue.d take
more water from the "core" area and could in turn cause the tanks

in the "core" area not to be full at the start of the normal demand.

peri.od. Based on this information it ~ould take even les's time to

empty the Waf.t1ey City and Pine Knot tanks,



sev ~i the information on page 6, the expect- —.peration

of the system ass~ing it has- been subjected to the average demand

and the new tank level has dropped enough to activate the high

service-pumps would be as
fo11ows'.

All tanks begin f'11ing.
2. The %&itley City Tank would fill first and would be

cut off by its altitude
valve.'.

The Pine Knot Tank would fill and would be cut off by

its altitude valve.
.4. The new tank ~ould fill and would de-activate the

'high service pumps.

5. The Parker's Lake Tank and King Cemetery Road Tank

would continue to fill from tBe other tanks.

At this point in time 'approximately 8 hours after'tarting
to fill, the 'system would start. to experierice. usage Qemand) . Tn

all probability this demand could be higher than average demand, and

would make conditions worse than outlined in Table IXI. For the

sake of discussion assume tYie 'system only experiences aver'age demand,

Based on the information on page 5, the expected operation of

the systeai would be as. follows:

l. The Elhitley City Tank would be out, of water in approxi-

mately 2 1/2 hours.

2. The Pine Knot Tank wo'uld be out of water in 'epproximately

5 hours.

3. Any demand in these areas would have to come from the

nqw tank which. after two hours has fed approximately 18,000

Fallons into the system. As stated earlier a l/3 drop in



Ccnclus" c. s and Pe ec~end a ticns
Based on the review of the in o~ation submitted in this

c"se, the following conclusions are presented:

l. There is a demonstrable need fox the constr'uction of

a new garage and maintenance building.

2. There is a demonstrable need for making watex'reatment

plant improvements.

3. There is a demonstrable need for additi.onal water

storage facilities on the NcCreary County system.

HcCreary County's .distribution system wi11 noC

hydraulically support a 500.,000 gallon storage tank in its proposed

location.
This report makes the following recommendations: ~

l. NcCreary County's. application for a certificate of

public convenience and necessity for .the 'construction of a new

garage and maintenance 'Rxilding and making water treatment plant

improvements should be granted.

2. NcCreary County.'s application fax' certi.ficate of

convenience and necessity for the construction of a 500,000 gallon

water storage tank in its proposed location should Se denied.

3. McCreary County should be instructed to make
further'tudies

of its distribution system to determine the mos't approp'riate

location for a new-storage 'tank (or tanks) . The. location(s}

selected should in addition to being suitable for the quantity to

be stored, also be suitable for hydraulically efficient delivery

. - of this quantity to meet the system's demand for water. Studies

based on actual operating conditions are essential to this purpose.

9
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".PPEADIX B

. C01!MONMEALTH OF KENTUCKY

BEFORE T11E PUBLIC SERVICE COMMISSION

* * *
n

In the Matter of:
TI1E APPLICATIOb OF MCCREARY )

-COUlG'Y MATER DISTRICT FOR () ) .A )
CERTIFICATE OF PUBLIC CONVENIENCE)
AFD NECESSITY'UTHORIZING AWD )
PERMITTING SAID MATER DISTRICT TO)
CONSTRUCT A WATERMORKS )
CONSTRUCTION PROJECT e CONSISTING }
OF EXT ENS IONS ~ ADD IT XONS ~ AND )
IMPROVEMENT S TO THE EXIST ING )

'ATERMORKS SYSEM OF THE DISTRICT '
(2) APROVAL OF THE PROPOSED PLAN )
OF FINANCING OF SAID PROJECT AND )
(3) APPROVAL OF THE INCREASED. )
MATER RATES PROPOSED TO SE )
CHARGED BY THE DXSTRXCT TO )
CUSTOMERS OF THE DISTRICT ),

0 R D E R

The McCreary County Mater District ("McCreary 'County")

file'd its applicition. on . November I, 2982, for approval of

adjustments to its eater service. rates, authorization to construct .

a -$ 785,000 eaterworks improvement pro)ect and approval of its plan

of financ'in'or this projects The planned financing included a,
$ 400,000 grant from the Appalachian Regional Commission ("ARC")

and Farmers Home Administration ("FmHA") loans totaling $ 38S,OOO

as follows: $ 285,000 at 5 percent interest and $ 100,000 at ll 3/8

percent interest Materworks revenue honda are to .he iss'ued as

sec'urit>'ot:these'oans. The repayrent peried Mill;be 40 years

h hearing vas held February 15, l983, in the offices of the

Yutlic Service'ommission, Frankfort, Kentucky'rs. Pat Terry



and "..r. Crayson Decl ~ customers of '.;.cCroary County, intervened and

expressed concern about the effect of the proposed rates on high

vc lume customers of McCreary County«. !'.rs. Terry owns the People'

Laundry in Vhitley City. Fir. Decl represented the Pine Knot t
Conservation Center, a Job Corps Training Center.

..'fcCreary County requested approval of increasgd rates for

water service which would provide an increase in operating

revenues of $97,749. In this Order, the Commission has allowed an

increase in operating revenues of $66,303 ~

T EST PERIOD

HcCreery County proposed and the Commisison has accepted

the 12-month period ending June 30 '982, as the test period in

this matter.

REVENUES AND EXPENSES

Mccreary county s net operating income for the test period

was $ 11,188'n order .to reflect expected operating conditions

subsequent . to completion of the . proposed construction pro)ect,
HcCreary County: proposed nueeraus adgustoents to revenues - and

expenses resu1ting in an ad)usted net operating loss of 52,844

The Coeehission finds McCreary County's proposed ed5ustaenta,to:bo

generally .:proper and has .accepted them for rate-making purposes

with the following exceptions

Depreciation Expense

~cCreary County ad/usted deprecintion expense by $ 7,700 tn

reflect additional depreciation from the construction pro/sets
Thc Coma;ission has further sd)usted depreciation expense in

accord;:ncc with its policy that depreciation should he computed on



k'he

1 "sis ef original cost of . the plant in servf ce less

contributions in aid of construction.. The Cormission is nf the

opinion that it is unfair to require ratepayers to provide

recovery 'on that portion of plant which has been provided. free of

cost ~ Therefore, the Commission finds that. reasonable

depreciation expense for rate-making purposes is $40,219 ' a1/

r'eduction in ad5usted depreciation expense of 537,429.

Therefore'he Commission finds that McCreary County's

ad)usted test period operations are as follows:

Operating Revenues
Operating Expenses
Net Operating Income
Other Income
Income Avai.lable for

Debt Service

HcCreary County
Ad)usted

$ 399,017
401,861

$ (2,844)
5,044

$ 2,200

8 «0«
(37,429)
37,429

«0«

$ 399,017
364,432

34,585
5,044

37,429 0 39,629

Commission
Ad)ustments Ad)usted

REVENUE REgUIREHEHTS
'he

Commission has used the debt service coverage ("DSC")

method to determine appropriate revenue .requirements for NcCreary

County. HcCreary County's pro,forms average debt service for the

next 5 years, including f'inancing of the proposed construction

project, .is $88,277. NcCzaary County's GSC on ad)usted net

operating income of $ 34 ~ 585 plus other income of .$5,044 is ~ 45K ~

The'C'demission Is of. the opinion that this DSC .Is unfair, unjust and

unreasonable. Furthermore, the Commission is of the opinion that a

f'SC d 1.2X I s the fair ~ )ust > and roasonablc cave rage 'ecessary f or

McCreary County to pay its operating, expenses and to. meet the

requiromcnts of I ts landers. Accnrdingl y, thi Commis ~ ion hss

«r ~se«a ~ n sf sf>Ei '(l3 '0 R nQccssarv 'to



prnvidc the 1.2X LSC r hich vill ensure the future «financiel

s tebi li ty o. 1'cCresry'ounty.

OTHER t~iATTKRS

Dclincuent principal Payments

YcCreary County issued Vaterworks Refvnding and 1mprovement

Bonds in 1973 to finance improvements on the system. and to refund

previous issues. NcCreery County currently hss outstanding $631,415
of Series "A". bonds and $ 172,000 of Series "8" bonds payable to the

Bepartment of Housing and, Urban Development ("HUG"). Further,

NcCrcary County is currently in default on S47.415 of pzincipal on

the Series "A" bonds and'9,000 on the Series "11" bonds. 51cCreary

County asked to include a 3-year amortization of. this delinquent

principal in its basic rate» at an annual charge of 828,805. Xn

theory and according to. past Commission policy, principal repayment

should be made from the annual depreciation charges and the proff«s

of a uti?ityo However, due to its limited cash-flow and its failure
to. make timely rate case filings, NcCreary County has been unable to

pay its operating expenses and meet its debt service
requirements'he

Commission has reviewed HcCreary County's operations and

rsto ease'istory to determine the appropristones ~ of requiring «hs

present. ratepayers to supplemient any cash flow deficiency .caused by

past due delinquencies ~ The Commission is of the opinion that in

this instance it is necessary for the rctcpayers to pay;a surcharge

'since t1:crc are no stockholders to penalize for the lack .of time],y

rate filings. Therefore, the Commission fSnds:it appropriate for

UcCrehry County s ratepayors to pay a surcharge nf $ 0 ~ 53 per month

.or a period not to exceed 36 months or until total rrvcnurs of



$ 56,~15 ere -'collected, Mhichever - comes first ~ Amounts col lected
under this surcharge ui11 he applied by NcCreary County solely to
the set t lament of the debt oved to MUD. HcCreary County Mill be

required to file with the Commission quarterly statements of

payments on its indebtedneas to BUD.

.The Commission further advises HcCrcary County that future

rate requests should be 'filed on a more timely basis to avoid

recurring delinquencies, hnd cautions that failure to adhere to this
advice could result in future financial instability.

RATE DEST.GN

At the hearing of the case, %!rs. Pat Terry and Mrs Grayson

Decl expressed concern about NcCreary County's rate designs

partidulat'lp';ts il!!pact on large volume users. The Commission also
questioned HcCreery County's rate design and requested additional
information to assist rate design evaluation,

The Commission has considered modifying NcCreary County'

rate design However, e'uch .a task involves considerable effort 'that

vould delay issuance of this Order, and -NcCreary County is in need

of imme'diate rate relief. Therefore, the Commission has determined

to defer Nate:design restricting considerations and advises NcCreary

County to include a rate -design evaluation proposal i,n:any future
'case'

"SUMMARY

The Commission, after consideration nf the application and

c"'i dunce of record and being advised, is of the opinion and f inde

tl;ac:



The engf r eer ' hyd raul i c analyses indi cate that )'.cCrc cry
County's water nains are too snail to hydrauli eel) y support the

proposed -500,000-gallon tank st its. proposed location and that the

9,000 feet of existing S-inch main between the tank site and l:hi tl~y

City could restrict the flow of water to quantities that vill not

permit.full utilisition of the 500 F 000-gallon tank.

The Commission, therefore'inds that public convenience and

necessity do not require construction of the 500y000 gallon storage

tank proposed by NcCreary County.

2 ~ McCreary County should make further studies of ita
distribution system for the purpose of selecting tank sites and tank

capacities that are compatible with the flowage'apacities of its
existing water

mained'ts

subsequent proposals for storage tank

construction vill be reviewed and -considered for approval upon

receipt, by this Commission, .

3 ~ Pith tbe deletion of the proposed 500,000-gallon storage
tank and - the subatitutiOn therefer Of StOrage -tanka .that are

conpatible with the flowage capacities of existiag vatex'ains ~

public convenience and necessity require that the construction

proposed 'in the application and record be performed and . that a

certificate of public convenience and necessity be granted.

4. The construction approved herein includes improvements to

certain components of the water treatment process for better
.equalizatfon of the capacities of these components so,as to effect
increased productivity and efficiency of water treatment . plant

operations, and the construction of a utility service building to



F

i nc1 udc a meter .tasting labors tory sad f a ci1 i t ice f or the

maintenance of utility vehicles and equipmcnt.

5..The construction recommended herein includes storage

tanks -with a combined capacity of 500,000 gallons or less for which

plans, specifications and estimates are to be prepared.and submitted

to this Commission at a future date.
6. Any deviations from the construction approved herein

vhich could adversely effect service to any customer should be

sub)ect to the prior approval 'of this Commission.

'7 ~ .'The total pro)ect costs for the construction approved and
~I

recommended herein vill, "on the basis of the bi ds received February

8, 1983, approximate 4785,000 including fees'contingencies and

other indirect costs ~ .NcCreary'ounty's financing in the amount of
$785,000 should, therefore'e approved

8. The proposed. borrowing of $ 385,000 is for lavful. ob)ects
Mithin 'the corporate purposes of HcCreary County,- is necessary and

appropriate for and . consistent -, with the proper performance '. of
:services to the public by .NcCrreary County, vill not impair .its
ability to perform these services and is reasonably necessary and

..appropriate for such
purposes'.

NcCreary County should furnish duly verified
documentation of the total cost of this pro)ect including the cost
of construction and all other capitalized costs (engineering ~ legale
adminfstrativc, etc.) within 60 days of the date that construction

is substantially completed.

l0 HcCreary County's'. contract Mith its -..engineer. should

require the provision of full-time resident: inspection under the



f'.cneral supcrvisfon, of s professional engineer wf th a Kentucky

registration fn civil or mechanical engineering Thf S supervf sion

and inspection should insure that she construction work is done in

acco'rdsncc with the contract plans and speciff cationS . and in

con'fornance with the best practf ces of the constructf on trades
.involved in the projects

11 'cCreary County should require the engineer to furnish

this CotLmfssfon with a 'opy of the record plans .and e signed

statement that the construction has been satisfactorily:completed .in

accordan'ce with the contract plans and specfficatfons within 60 days

of the date'of «ubstantfal completfon of this constructioni

12. McCreary County has been advised by the Department. fot

Natural Resources —that fta water iepoundment dam does not meet the3/

mfnfmum criteria adopted by .the Commonwealth of Kentucky for
moderate hatird dame. 'he'hase II fnvestf gati on, which has been

estimated to cost $20,000, should be completed durfng calendar year

1983 HcCreary County should seek the approval of the FmBA. and the

.ARC for setting aside contingency funds from this project to pay for
the Phase XI study

13 ~ 'he rates proposed by NcCreary County will . produce

revenues in excess of the revenues f ound reasonable herein and

should:be denied upon application of KRS 278~030.

14 'he rates and charges fn Appendix A are the;fair, .just

reasonable rates to be charged by llcCrcary County'n that they

should produce gross annual revenue ef $ 470,364.

15. In addition to the rates in Appendix A,'fcCreary County

slould charge fts customers a surcharge



16. NcCresry County should be required to submit:a quarterly

statement showing arhounts received from the svrcherge end each

payment made to HUD Mith copies af cancelled
checks'T

IS THEREFORE ORDERED that NcCreary County be and it hereby

is denied a certificate of public convenience and necessity for

construction of its proposed 500,000-,gallon water storage tank.

IT IS FURTHER ORDERED that HcCreary County be and it hereby

is granted a certificate of public convenience and necessity to

proceed with the constructi.on of the proposed water treatment plant

improvements and to proceed with the construction of a building thar.

will house a meter testing laboratory and provide facilities for the

maintenance of utility vehicles and equipment as set forth in the

plans knd specifications of record
herein'T

IS COURTIER ORDERED that NcCreary County shill, make further

studies of its distrib'ution system to select ta~k sites «nd eaak

capacities that are hydraulically compatible with the capacities of

its distribution mains ~ The revi'sed proposals for construction, of

water storage facilities'hall be submitted to this Commission for
approval before any construction thereof is begun.

ZT XS FURTHER ORDERED that RcCreary County. shall complete .the

Phas'e 'II investigation of its water impoundment dam as .soon .,as

-feialbly'possible, but nO later than December 31, 1983.;

IT IS FURTHER ORDERED that any deviatfons from the

canstzuction approved herein which could edversely affect service to

any customer sl'all be subject to the prior a p pr'oval of this

C orat'i s s i on .



ZT IS FURTHER ORDERED that hcCreary County' g>) sn of

financing in the amount of $7b5,000, inc)uding 40-year 'oens of

$ 285,000 at 5 percent interest -sod $ ) 00,000 at 11 3/8 pe rccnt

interest 'from the FmBA be and it hereby is approved ~

IT XS . FURTHER ORDERED that HcCreary,County shell f i le ~1th

the Commission duly verified documsntetion Mhich sboMs the total
costs of the construction herein certificated including sll
cspitslired costs (engineering, legal, administrative,

etc'�

) vithin

60 days of the date that construction is substsntis)ly completed.

IT .XS FURTHER ORDERED that the contract betveen McCxeary

County and .its engineer" shall require the provision of .,full-tis!e

resident inspection under the general supervision of a professional

engineer with a Kentucky x'egistx'ation in civil or, eechsnical.

engineering. This supervision snd inspection shall insure that the

construction ~ark is done in'accordance with the contract .plans and

specifications and in conformance with the best px'actices of the

construction trades involved in the pro)eel
IT IS FURTHER .ORDERED that )icCreary County shall require the

engineer to furnish this Commission vitb a copy of the record

drauings 'and a signed statement that the constx'uction has been

satisfactorily completed and . done in accordance with the contract

plans and specifications within 60 days of the date of substantial

corpletion of the proposed construction.

ZT ES FURTHER ORDERED thet the rates proposed - by l.'cCreary

County be and they hereby are denied.

IT IS FURTHER QRDERED that the rates and charges in hppendix

A !e s..d tie y hereby are approved es tl:e fair, )est snd re asonch)c



J E

rates and charges to be charged hy >'cCreary'ounty for service

rendered on and after the date of this Order.

IT IS FURTHER ORDERED that UcCreary County shall place into
effect the surcharges in Appendix A,. effective with the next. billing
after the date of this Order-, for a period not to exceed 36 months

on and .after the dite of the next billing or until $ 56,415 has been

collected, whichever first occurs.

IT IS FUR'THER ORDERED th'at McCrcary County shall file a

quarterly statement with the Commission outlining the amounts

collected from the surcharge and payments made to HUD. These

monthly statements Shall include a copy of the cancelled checks and

the suppliers'nvoices»
IT IS FURTHER ORDERED that within 30 days af the date of this

I

Order, NcCreary County shall file its tariffs settinmt out the. rates
'1 :t

approved in hppendix
h'othingcontai,net herein shall be deemed a warranty- of the

'ommonwealth of Kentucky, or any: agency thereof, of the financing

herein
authorised'one

at Frankfort, Kentuclry, this

Sy - the. Commission

ATTEST:

Secretary



FOOT IIOT ES

1 ~ Colculation>
T,'ti 1 i ty Plant in Service
Less: Contr'ihutions in Aid of

Constructi'oa
!'et Utility Plant in Service
Ce~positi Depreciation P.ate
Lcpreciation -Expense on Plant

in Service
Plus: Depreciation Expense

on Proposed Construction

Ad)usted Depreciation Expense

2 ~ 628 s719

I s405 s19I
1,222 s 521

X 2.66K

32,519

7,700

40,219

2. Ad)usted Operating Expenses"1.2X Debt. Service ($88,277)
.Revenue Requirement
Less: Ad)usted Operating Reve'nue

+ Other Income
Increase Allo~ed

364,432
105,932

$ 470,364

404,061
66s303

3 ~ This Commission yas advised 'of this matter by a letter d~ted
February 9, 1983, from Natural Resources. The content of this
letter ~as 'brought uu't during the hearing by the engineer's
testimony1 pages 40. and 41 of the hearing transcript.



APPENDIX

APPENDIX TO AN ORDER OF THE KEYTUCKY PUBLIC SERVICE
COllMISSIOF EN CASE ?'0 ~ 8720 DATED

The following rates and charges are prescribed for the

customers in the area served by HcCreary County Mater Districts
All other rates and charges not speci.fically mentioned herein

s'hall remain the same as those in effect under authority of

this Commission prior to the date of this Order.

Mater Servic'.e

Consumption

First 2,000 galloni
t:ext S,OOO gallons
Next 10 F 000 gallons
Over 20,000 gallons

Rate

$ 6.42 (Minimum Sill)
2 '5 per 1,000 gallons
1.87 per 1,000 gallons
) ~ 17 per 1,000 gallons

Surcharge

An itemised surcharge in the amount of $ 0.53 shall be added
to the monthly bill of each customer sex'ved by McCreary County
Mater Districts subject to conditions outlined in this Order.


