COMMONWEALTH OF KENTUCKY
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

CASE NO. 8720
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IT IS ORDERED That this case be and it hereby is set for
hearing 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 respect to the attached Report of
Robert 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.

C SERVICE COMMISSION

ATTEST:
Commissioner

Secretary




| . : | ‘APPE!:DI}: A

REPORT

TO:  Claude G. Rhorer, Jr., Director t??f¢’
Division of Utility Engineerxing
and Services

THRU: Byrmes C. Fairchild, Chief Bod ™
Water and Sewage Section )

\ _
FROM: Robert N. Amettg&Public Service Engineer
. Water and Sewage Section

RE: Case NpQ 8720
DATE:>- March 17, 1983

" Brief .
The purpose of this report is to review the need for a
proposed waterworks improvement project to the McCreary Coumty Water

District's ("McCreary County") present system; On November 1: 1982,
Hccfeary‘County filed an application with thé Public Service
Commiséion requesting approval of the comstruction of -a new garage
and maintenance ﬁuilding, water treatment plant improvements, and
the construction of a 500,000 gallon elevated steel water storage
tank and related appurtenances. The application also requested

approval of a proposed plan of financing the proposed improvements;

and a proposed rate increase. Cost estimates, engineering:reportﬂ,
plans, specifications and hydradlic analyses were filed with the

. original application. Additional hydraulic_ihformation was requested
. from McCreary Courty by Oraer dated January 19, 1983.' A.formal
hearing.wag held on February 15, 1983. .

It appears from the application and record in this case that

the construction of a new garage and maintenance building and water




treztment pl. improvements will enzble llcCreary Cov.. to offer

nore efficient water service to its customers, however after
reviewing the'engineéring data and hydraulic analyses furnished in
this case by McCreary County's éonspltant. Kennoy Engineers, Inc.

" of Lexington, Kentucky (PKennoy"); f feel the need for a 500,000.'
gallon water storage tank in the location proposed has not been
sufficiently documented By Kennoy. (A1l data for this Teport came '

from Case File 8720).

" Background Information

McCreary County was formed in 1962 and began operation of
facilities in 1965. There have been two‘major'improvement and
expansion projects constructed (1972 and 1978). McCréary Counéy
presently serves approximatelx 2;730'customefs in McCreér&_County
(See Figure 1). The existing water system is compriéed.of a water
intake structure and impoundment; a water treatment plant,approxi-
mately 36 miles of pipeline, 4 storage tanks (See Table I) and

two booster pump stations. (See Figure 2 for partial layout of

' system) -
Existing Storage Tanks
TABLE 1
- CAPACITY.
. . "TANK . o , : (GALLONS
PARKERS LAKE . ' ' 150,000
WHITLEY CITY " - %50,000
PINE KNOT. ' - . _ g :‘.S0,000 .
‘KING CEMETERY ROAD ' ) 24 °%150,000
.= . . 400,000

The average daily demand for water in 1979 on McCreary
County's system was 466,340  gallons. The PSC's current regulations
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reguire a a,um of 1 da}*; storage and the Farmers . Ldninstration

UTeEA") recommeﬁds-z days storage. As can be seen from Table I,
YcCreary Counéy's storage did not meet the PSC's one day storage
reguirement 15.1979.

To further comblicate matters the Parkers Lake énd"King"
Cemetery Road Tanks are on thé North and South ends of McCreary
County's syétem respectively and are filled by booster pump stations

which incorporate check valves suEh that the tanks cannot backfeed
.:to the "core'" area. This in turn further demonstrates the need Ffor
additional storage capacity as can be seen from Table II whicﬁ.is
based on 1979 data taken from the Preliminary Engineefiﬁg Report

. -

filed by Kennoy.

TABLE II -

TANK . - CAPACITY = AVERAGE DAILY STORAGE
(GALLONS) . DEMAND (DAYS)
| (GALLONS) -

PARKERS LAKE 150,000 43,000 3.5

WVHITLEY CITY 50,000 217,670 .23

PINE KNOT . 50,000 169,000 - .30
. KING CEMETERY ROAD 150,000 36.670 4.10

As can be seen from thé'aboveﬁtahle’thgfe'appgarS‘té be
inadequate water Qtoraga'in the "core' area of McCreary Cdunéy‘s'
system. At fhe present time there is only 10Q,000 gallons ayailable'
for storage for a 1979. daily demand of 386,670 in the “'core" area.
Based on the above information, additional water storage of approxi-
‘mately 300,000 gallons is needed in the "core" area based on PSC
requirements and approximately 700,00013a110ns'i£ FmHA's recommendation
is used. However, 700,000 gallons of additional storage would

prbbably‘not be feasible., An additionzl 500,000 gallons storage as
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proposed vou‘Lve approximately 1.6 cays storzge. ‘ - Thexre

is en estimated 250,000 gallons of water in storage in the cleaxrwell
at the water treatment plant, which could be used to supplement

the storage in the ‘core' area. However, this would have to be
pumped into the system instead of being gravity fed as from the
storage tanks. The gallonage-in the clearwell was estlmated from

the ulans. etc. submitted in this Case. )

" Review of Data and Expected
Svystem Operaticon

In order to verify how McCreary County's system will operate °
after the installation of the proposed 500,000 gallon tank it is
necessary to perform a detailed hydraulxc analysis. Since McCreary
County's system has several tanks, 100p lines, etec. it would be
very tedious and time consuming to do an adequate hydraulic analysis
of the system without the aid of computer facilities. Kennoy
szmulated McCreary County's system on tﬁe computer uszng input data
such as the type and size of lines, friction factors or.resistance
~ to flow, location of usages (demands) at appfopriate'points on the
systém 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, My review and sﬁﬁsequent concern is based on the data
filed by Kennoy.

Kennoy filed an expeeted operational sequeﬁceiof the proPosed
svstem in response to the PSC's Order dated January 19.71983. 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 iﬁstalled at the
proposed'eank site. This Telemetering System will be set up such
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that it w:'.l‘ adjustzble and we have based our hyd.ic czleula-
tions on a tank level at tﬁo thirds full capacity. Ve feel this
will be the normal oﬁerating range and once this level is obtained
in the tank the Telemetering System will activate the high service
- pumps to £ill the new five hundred éhOusand (SOO;OOO) 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
the‘other tanks will increase until éuch.point in time as they are
- at their over-flow elevation which is the same elevatlon as the
proposed tank (1529). The two pump stations within the digtributién
system are activated either;by Tglemetering Systems oxr set up to
operate nredetermined number of hours each dey."

'The following table was constructed based on data. from
Kennoy's cdmputei simulation of the syétem with thé.following input .
data in additién to the data méntione# aboﬁeﬂ

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

approximately 1/2 full, high service pumps off and avgrage'usage on

- the system{
' TABLE IIL
AVERAGE DEMAND TIME TO EMPTY NORNAL USE -
CAPACITY (GALLONS PER IF FULL - IN 12 HODRS
- TANK. (GALLONS) - MINUTE) - - (HOURS) (GALLONS)
PARKERS LAKE 150,000 - 78 32.0 56,160
WHITLEY CITY 50,000 ° 335 2.5 241,200%
NEW TANK 500,000 .. 120 ’ 69.0 86,400
“PINE KNOT - 50,000 . 176 . 4,8 . 126,720%
KING CEMETERY RD. 150,000 26 96.0 18,720

. *IMPOSSIBLE SITUATIOX - 2 TAWKS IF HALF FULL ONLY HAVE
25,000 GALLONS EACH. USAGE MUST BE SATISFIED FROM
_ ANOTHER SOURCE.




The .owing table was constructed based on . from

Hennov's computer simuiation of the system with the following input
dzta in addition to fhe data mentioned on page &4:

2. All tanks full, high service pumps on, zero usage (demand).
© This scenario would demonstrate whether the tanks can be filled.,
The flow data taken from the -computer simulation would be the mini-
mum fidw going into each of the tanks with zero custome:_ﬁsage.
At lower water levels in the tanks gieater flow woula 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 vpoint in time when all tanks are full.
TABLE 1V

' INFLOW TANKS TIME TO FILL
CAPACITY OUTFLOW TANKS  (GALLONS PER. TO .CAPACITY

TANK ' (GALLONS) (GALLONS) - __HMINUTE) (HOURS)
PARKERS LAKE 150,000 56,160 8 0117
WHITLEY CITY .- 50,000 241,200% -~ 205 4.1
NEW TANK 500,000 86,400 257 5.6
PINE KNOT 50,000 - 126,720% 157 ' 5.3

6

KINGS CEMETERY . 150,000 18,720 52
*SEE NOTE ON TABLE III ’

From the above it 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 which.féeds this tank is~operated; Thig would take
more water from the ''core" area and could in turn cause the tanks
" in the '"core' area not to be full at the sta&t of the normal demand
period. Based on this information it would take even less time to

empty the Whitley City and Pine Knot tanks,

rl




Base‘ the infgrr'nation on page 6, the e::pect.peration
of the system.aséuming it ﬁas been subjected to the average demand
2nd the new tank level has dropped enough to activate the high
service pumps would be as follows: :

1. All tanks begin £fi{lling.

2. The Whitley City Tank would fill first and would be

cut off by its altitude valve. _ .

3. The Pine Knot Tank would £ill and would be cut off by

'its;alpifude valve,

‘4. ‘The new tank would £ill and would de-activate the

"high service pumps. | _

5. The Parkers Lake Tank and King Cemetery Road Tank

would continue to £ill from the other tanks.

At this péint in time approximately 8 hours after starting
to £ill, thé ‘system would start to experience wusage '(deman'd)..' In
all probability this demand could be higher than average demand, and
would make conditions worse than outlined in Table III. Fof the
" sake of discussion assume ‘the system only experiences average demand,

Based on the information on page 5," the expected operation of
the system would be as follows: |
| 1. The thtley City Tank would be out of water in approxi-

mateiy 2 1/2 hours.

2. The Pine Knot Tank would be out of water in approximately

TS'HQurs. |
3. Any demand in these areas would have to come from the
new tank which after two hours has fed anproximately 18,000

gallons into the system. As stated earlier a 1/3 drop in
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. Conclusiocns and Reccmmendations .

Based on the review of the information submitted in this

case, the following conclusions are presented:
1. There is a demonstrable need for the construction of
2 new garage and maintenance building.

2. There is a demonstrable need for making water treatment

plant unprovements. ‘
' 3. There ie a demonstrable need for additional water
storage faclllties on the McCreary County system.

L. McCreary County's -distribution system will not
hvdraulically support a 500,000 gallon storage tank in its proposed
location. .

This report makes the following reeommendatiensr-‘

1. McCreary County's application for a certificate of
public convenience and necees{ty for xﬁe‘construction of a new’
garage z2nd maintenance Euilding and making watexr treatment plant
lmprovements sHould be granted.

2. McCreary County's apnlication for a certificate of
convenience and necessity for the construction of a 500, 000 gallon.
vater storage tank in its proposed location should be denied.

3. McCreary County should be instructed to make further

studies of its distribution system to determine the most appropriate

location for a new-storage tank (or tanks) . The ‘location(s) '
‘selected snould in addition to being suitable for tﬁefquantity to
be stoxed, also be suitable for hydrauiically efficienﬁ delivery
.-of this gquantity to meet the system's demznd for water. Studies

based on actual operating conditions are essential to this purpose.
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- . ., | ’APPEHDIX B
. COIIMONWEALTH OF KEWTUCKY

"BEFORE THE PUELIC SERVICE COMMISSION

* . * . * - - ® *
Inithe ¥Matter of:
THE APPLICATIOK OF MCCREARY ) )
.COURTY WATER DISTRICT FOR ()).A ) . ©

CERTIFICATE OF PUBLIC CONVENIENCE)
AND NECESSITY, AUTHORIZING ARD )
PERMITTING SAID WATER DISTRICT TO)

CONSTRUCT A WATERWORKS )

CONSTRUCTION PROJECT, CONSISTING )

OF EXTENSIONS, ADDITIONS, AND ) .
IMPROVEMENTS TO THE EXISTING ) CASE NO. 8720
"WATERWORKS SYSEM OF THE DISTRICT;) _
(2) APROVAL OF THE PROPOSED PLAN ) :

OF FINANCING OF SAID PROJECT AKD )
(3) APPROVAL OF THE INCREASED )
WATER RATES PROPOSED TO BE )
CHARGED BY THE DISTRICT TO )
CUSTOMERS OF THE DISTRICT ).

o R D E R
The ‘ncCréaty County ‘Hate£ Distriét (“Mccreary"Coénty“),
filed $ts applicdtion: on'>N$vemher 1, 1982, for approval of
adjustments to its watét service retes, avthorization to construct .
a~$785.060 waterworks improvement project a2nd approval of its plan
.of'financlng for this project. Thae planﬁed financing included a.
$400,000 g;ant'from tthAp?algchian Regional - Commission ("ARC")
and Farmers Home Adminigtration ("FmHA") loans totaling'$385.000_
as follows& $2§5.000 at 5 percent interest ;nd 5100.600 at 11 3/8
‘Percent -interest. Waterworks tevénuc.bonds are to Ye ‘issued as
security fotr thesec loans. The repayment pecriod will :be 40 years.

A hearing was held Februvary 15, 1983, fn the offices of the

Putlie Service Commiegsion, trankfort, Kentucky. Mre. Pat Terry



2rd Yr. Crayson seel.Acustomers of !Nc¢Creary Couﬁty, {ntervencd and
expressed con;ern about the e!fect of the proposed ratcs on high
volume custoners of McCreary County. !rs. Terry owvns the People's
Laundry in Whitley City. ir. Deel fepresentod the Pine Xnott
Conservation Center, a Job Co;ps‘jraining Center.

.McCreary County requested apbrovél of increaspd rates for
water service which would provide an 4increasse 1in operating
:revenues of $97,749. 1In this Order, the Commission has sllowed an
increase in operating rgvenueé of $66,303, |

TEST PERIOD

McCreary County proposed and the Conmisison hasg  saccepted
the 12-ponth period ending June 30; 1982, as the rest period in

thfs matter. .

REVENUES AND EXPENSES

McCreaty County's net-'operit;ﬁng income for the test period
was §11,188. . -In order to reflect expected opcrating conditions
'cubnequent..to completion of the . proposed construction project,
MeCreary County ‘propéned numerous ";djuatnents to revehues- and
expenses resulting in an adjusted net operating loss of $2,86&..
'fhe-Connission finds McCregty County'se proposed edjustments  to .be
generallyugéoper and has sccepted them for rate-making purposes

with the following exception: By .

;bepreéiatibh Expense

HcCrearj County adjusteé deprecfn:ion expense by .$7,700 ta
reflect additional depreciation fron. the constructfion project.
The Conmission has further eadjusted depreciation expenge 4En

accordance with its policy that depreciation should he computed on

-7 -

A



the tasis of original cost of . the p)ant: in _gervice  less
contrihutions‘in aiduof construction., . The Commissfon is of the
opinjon that it is unfair to- rcqpire ratepayers to provide
recovery on that portion of plant which -has been provided.free of
cost. Therefore, the &ompission finds that reasonable
depreciation expenke for rate~making burposes is 540,219,£, a

feduction in adjusted depreciation expense of $37,429.

Therefore, the Commission finds that MeCreary County's

adjusted test period operatfions are ss follows: -

McCreary County Commission
Adjusted Adjustments® Adjusted

Cperating Revenues $ 399,017 . $ -0~ $399,017
Operating Expenses 401,861 (37,429) 364 ,432
Net Operating Income s  (2,844) § 37,429 $ 34,585
Other Income : $ 5,044 _ -0~ $§ 5,044
Income Available for

Debt Service - . .S 2,200 ¢ $ 37,429 $ 39,629

REVENUE REQUIREMENTS -

The Commission has used the debt service coverage ("DSC™)
" method to'ﬁeternine approprfﬁte revenue .requirements for McCreary‘
County. McCreary Couﬁty's pro forma average debt_servicg for the
next 5 years, 1including financing of the proposed éonséruction
'projec:.»iig $88,277., McCraary - County's DSC on adjusted.
operating iﬁcome of $34,585 plus other income of $5,044 41s -.45X.
The"Cdmmisgion 18 of the opinion that this DSC is unfgir; unjpst,and
iunteaéonabie. Furtherwmore, the Coomissfion is of the opinion that a
~'I“:SC 6f°1.2X 4s the fafir, just, and rcasgnablc'covetage:necessary for
¥eCreary County to pay 1its operating cxpenses and -to. meet the

requironents of fts Jlandcrs. Accordédinply, the Commission has

2
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rrovide the 1.2X DSC which will ensure the future 2fi{nencial
stability of YcCreary County. -

OTRER MATTERS

De]incueht'Prihcipel_Payments
McCreary County issueé'watErworks Refunding and Improvement
Bondsvin 1973 to finance improvements on the ‘systenm. and to refund
:ﬁrevious issues. McCreary County currently has outstanding $631,415
of Series “A" bonds and $li2,000 of Series "B" bonds pasyable to the
.Pepartment of Housing _;nd. Urban Development (“HUD"). . Further,
McCreary Count} is currently 1n.dg£au1t on $47.515‘o€ principal on
.ihefSeries “"A" bonds and $9,000 on the Series "B boﬁdsf McCreary
County =asked to include a 3-year Amoftization bf.éhi?“delinquent
principal 1n its basic rates at an annual charge of 818,805. In
theory and-acqord;ng to past Commissfton polfiey, principal repayment
should be made from the annuél'debéeciation'charges end the profits
of a utility. K;wevet. due'to 1tc.11m1ted cash-flow and its fallure
) :o.nﬁke tiagly rate casé £f4{lings, McCreary C;unty has beén unsble to
pay its operating expeQnec.and wmeet its debt service requirements. .
" The Commission has reviewed McCreary County's operntions.and
‘rate case’ history to determine the appropriateness of requiring the
‘present rai;payetn to suppl%mént any cash flow deffciency caused by

past due delinguencies. The Commission is of the opinion that in
'this'instahcé i1t 48 necessary for the ratepa;ets to Qay:a.surchargc
" 'since thkere are no stockholéders to pen?lize for the lack of tinmely
‘rate filings. Thercfore, ghe Comm1ss1on finds it . appropriate for
- lieCrerry County's ratepaycrs to pay a surcharge of $0.53 per month

for 8 period not to exceed 36 monmths or until total revenucs of
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$56,41% sre ‘collected, whichever . comes first. ~ Amountse collected
under this surchargetwill be applied by MeCreary County solely to

the settlement of the debt owed to HUD. McCreary County will be

required to file with the Commission quarterly ' statements of

paynents on its indebtedness ;o HUD.

.The Commission further advisgs HcCrcar& County that future
rate  requests shpuld be filed on a wmore timely basis to avoid
recutring delinquencies, and cautionsg that failure to adhere to this
. advice could result in future financial instability.

RATE DESIGN

At the hearing of the case,_Mts. Pat Térry a;d Mr. Grayson
Deel expressed coﬁcern about HéCreary County'’s rate design,
particularly ite‘impact'on large volume users. The Commiesion also
quegtioned.Hcheary County's rate design and requested additional
’1nforma;ioh to assist rate design e%aluation.A oo SN L .

The 'CQmm£351;ﬁ has cdnsid;red modifying ﬁcCredry ‘County's
rate'dcaig;. Rowever, such .a task {nvolves ;onsiderable effort that
would delay 1ssuance éf this Order, And-HcCreary County 1 in need
of imnédiate rate relief. Therefore, the Commission has defermined
to defer tate:design regtructing considerétions and advises McCreary
County to gnclhde a'rate‘dgsigh evaluation proposal 4n any future
‘case.

"SUMMARY

The Comﬁicston. after Eonsider&tion of the spplication and

cvidencéde cf rccord and being advised, 1s of the opinion and finds

thaot:

“




vt

" receipt by this Commission. . .

1. The engingcr's hydrsulic analyscs indiecate that McCrcary

County's watei nainé"are too snall to hydraulically support the

proposed 500,000~-gsllon tank at its proposed location and that the

$,000 fcct of existing 6-inch main between the tenk site and Vhitley
City could restrict the floJ'og water to quentities that will wnot
permit .full utilizetion of the 500,000-gallon tank.

-

The Commission, therefore, finds that public convensence and

necessity do not require construction of the 500,000-gallon storage

tank proposed by MeCreary County.

2. McCreary ‘County should wake further studies of 1its

-

distribution system for the purpose of selccting tank sites snd tenk

capacities that are compatible with the flowage cagpacities of its
existing wvater mains., Its sudbsequent proposals for storage tesnk
construction--wtll be reviewed and .considered for approval upon

PRI RS

3. With the deletfon of the proposed SO0.00D-galién storsge 1

‘tank - and - the seubstitution therefor of storage tanks. that are

conpatible with the flowage capacities of existing vater mains,

~public convenience and necessity require that the construction

.proposed-'in the application and rxecord be performed and that a

certificacé'of public convenience and necessity be granted.

4. The construction approved herein includes fimprovements to

"certgin components of the water <treatment process for better

equalization of the capacities of these Eomponents sd,as to effect

increcagsed productivity and vefficienéy of water trecatment . plant

operations, and the construction of 2 utility scervice building to



include a 'metér testing * laboratory and fecilicies for . tle
raintenance og utilify vehficles and equipment.

5. . The construction recommended lherein includes storage
tanks with a combingd capacity of 500;000 gallons or less for which
plans, specificationé and estima;es are to be prepared and submitted

to this Commission at a future date. ,

6. Any deviations from the construction approved ' herein
: which could adversely afféct service 'to any customer should . be
subject to the prior approval of this Commission.
u7.‘}The total project costs for the construct}on approved and
-
recommended herein will,-~on the bas;s of the bids received February

8, 1983, apprbiimate 6785.000- 1n€1ud1ng fees, contingencies and
other indirect costs. McCreary County's financing in the amount of
$78§,000 sﬂoulq, therefore, be approved. .
8. The ptopoced:bor:dwinglgf $385,000 is £or.1awful,6bjects”
“within ‘the cpr?érite'purposesfof McCreary County, is necessary and
'appropriatef for aﬁdr'édnsiétént.;with the oproper perfoiuéhce: cf'
services to the pubiic by McCreary County, will not inpait its
ability to perform these services and is reasonsbdly neceocnry and
&appropriate for such purposes. L
9. 'gcCt.ary County should furnish duly verified
documentacion of the total cost of this project includtng the cost
'of const:uction and all other capitalized costs (engineering, legal,
-administrative, etc.) within 60 days of the date that construction
is substantially complected.
10+ MeCreary County’s. contract with  its -enginecer. should
require the provision of full-time rcsideht:-inspcction- under the
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rencral supervision of 8 professional cngincer with a Kentucky
rcgistration in civil or mechenical engincering. This supervision
and ingpection should insure that the construction work is done 1in

. .gccordance 'with the contract plans and specificetions .end {(n

‘conformance with the best practices of the construction trades

.involved in the project.

11, McCreary County should reguire the engineer to furnish

this . Conmmission with a  copy of the record plans .and ' e signed

"statement that the cons;ruc:idn has been satisfactotilyxco&pletcd'1n
accordance with the contrect plaﬁs and specificationg within 60 days

of the date of substantial completion of this construction.
12. McCreary County has been advised by the Department for
Katural Regourceszi that its water impoundment dam does not meet the

minimum criteria adopted by the Commonwealth of Kentucky for

" moderste hazard dams. The Phasé'liuinvestigation. which has been

estimated to cost $20,000, should Se completed duxing calendar year

1983. McCreary County shou;J.sgek the approval of the FmHA and the

-ARC for setting aside éontingency funds from this project to pay for

the Phase II study.

. 13." The rates proposed by HNMcCreary County will . produce
revenues in excess of the revenues found reasonable herein and

should be' denied upon application of KRS 278.030. . o

14, The rates and charges in Appendii A are:the, fair, just
" attd reazsonable rates to be charged by illecCreary County. in that they

should produce gross annual revenue of $470,364.

i 0l

15. In addition to thc rates in Appendix A,.dMcCrcary County
sltould clharge 1ts customers a sdrchargc.

- -
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16. McCreary County should be required to subnit a Guarterly
statement shobing aﬁounta received from the suvrcherge and ceaeh
payment made to HUD with copies of eaqcelled checks.
IT 1S THEREFORE ORDERED that McCreary County be and it hereby
is denied a certificate of ‘public convenience and

necessity for

_construction of its proposed SO0,000egalion water storage tank.
R IT IS FURTHER ORDERED that McCreary County be and 1t hereby
is granted a certificate lof public convenience and necegsity to
. proceed with the constrpctipn'of the proposed water treatﬁent plant

improvements and to proceed with the construction of a building that

will house a meter testing laboratory and provide fac{lities for the
maintenance of utility vehicles and equipment as get forth im the

plans and specifications of record herein.

"IT IS FURTHER ORDERED that McCreary County shall make further
studies of {its distribution'Gyccém‘tO'select-tenk-citec'nndmtcnk
capacities that are hydraulically compatible with the capacities of
its distribution mains.' The :evined proposals for construction. of
water storage'facilitieszlhall be submitted to this Commission for
approval before any construction thereof 1s begun.

IT IS FURTHER ORDERED that McCreary County shall complete the
Phase 11 iﬁvestigetion»»of ‘1C¢ water d{mpoundment dam ‘as .soon .ss
-feagibly possible, but no later than December 31, 1983..-

IT ' IS FURTHER ORDERED that any-'deviatféhs from the
‘construction apbroved herein wﬁich coula adversgely affect service to
any customer sbtall be subject to the prior

approval of this
Corimission.,



‘"construction trades involved in the project.

—_—————

IT IS FUKTHER ORDERED that DMNcCreary County's gplan of

finaneing 4in the anSunt of $785,000, including 40-ycear loans of

$265,000 at 5 percent {interest and $100,000 gt 11 3/8 opercent

intercst from the FmllA be and it hereby is approved.
1T 1S -FURTHER ORDERED that HcCreary County shall file with

the Commission duly verified documentation which shows the total

‘costs o©f the ‘construction herein certificeted dncluding all

capitalized costs (engineering, legal, edministrative,.etc.) within

60 days of the date that construction £s substantially cowpleted.

IT 1S FURTHER ORDERED that the contract between McCreary

County and -1its eugineer'sha1{ require the provision of full-time

resident 1inspection under the generil supervision of a professionasl

engineer with a Kentucky registration 1In ecivil or. wechanicsl

engineering. - This supervision and inspection shall insure that the

construction work is done 4in accordance with the contract plang and

‘specifications and in conformance with the best practices of the

I

It ISV?URTHER.6RDERED that McCreary County shall require the
engineer to furnish this <Commission with a copy o!-uthe‘ record
?rawzngc ‘and a signed statement thst the construction has been
satisfactoiily completed and done in accordance with the contrset

plsns snd epecifications within 60 days of the date of substantfal

'complétion'of the proposed construction.

IT IS FURTHER ORDERED that the rates proposed. by lcCreary

. County be :2ané they hercby are denied.

1T IS FURTHER ORXRDLCRED that the rates and charges in Appendix
A e and they herchby are approved as the fair, just and reasonable

nl()n
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rates and charéés to bLe charged by NcCreary County for #ervice
tendeted con aéa after the date of this Order.

IT IS FURTHKER ORDERED that McCreary County shall place 1nto
effect the surchafges in Appendix A,.;ffect;ve with‘:he next billing

after the date of this Order, for & period not to éxcge§.36 months

on and after the date of the next bi]iiﬁg or until $56,415 has been

collected, whichever first occurs. o e ) .

1T IS FURTHER ORDERED that McCreary County shall file a
quarterly stetement with the Comnission outlining the amounts

collected from the surcharge and payments made to‘HOD.  These

-~

monthly statements shall-include a copyfof the cancelled checks and

the suppliers' invoices.

. i
A "

.WﬁIT_IS_FURTHER ORDERED téag within 30 daysvoflthe dat; of thie
Ordgéz_ucc;eary,Coﬁnty shaiiAfiigiiﬁs'tariffs séttin£J6ut.tie.rates_
"approved in kgbendii,Ad}w o ”1';? 4' : T

Noth;hg contained hetein'shali be deemed a.uarranty-of ihe

" Commonwealth of Kentucky, or any: agency thereof, of the financing

herein suthorized.
Cone at Frankfort, Keﬁtpcky, this

By -the Commission

ATTEST :

Secrectary
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. FOOTHOTES

Celculation:
Utility Plant in Service
lLess: Contributions in Ai1d of
Construction

X¥et Utility Plant in Service
Coﬂwosite Cepreciation Rate
Pepreciation Expense on Plant

in Service
Plus: 'Depreciation Expense
on Proposed COnscruction

Adjusced Depreciation Expense

3

‘Adjustcd Operating Expenses'
1.2X Debt Service ($88,277)

.Fevenue Requirement |

Less: Adjusted Operating’ Revenue
4+ Other Income

Increase Allowed

$ 2,625,719

Sf L

1,406,198

S 1,222,521
, % 2.66%
s 32,519
7,700
$ 40,219
'S 364,432
105,932 .
. § 470,364
404,061
] 66,303 "

e
»
-
-

This Commission vas advised of this matter by a lettet dated

Pebruary 9, 1983,

from Natural Resources.

The content of this

letter was b:ought out during the hearing dy the engineer's

testimony} pages 40 . and 41 of the hearing transcript.




e e
APPENDIX A
APPE&DI%.TO AR bRDER OF THE KENTUCKY PUBLIC SERVICE
CONMISSION IN CASE NkO. 8720 DATED
The following‘rates and charges are prescryibed for the
customers in the area served Sy MecCreary County Water District.
‘All other rates and charges not spechicélly mentioned herein

'shall remain the same as those in effect under asuthority of

this Commission prior to the date of this Order.

Water Service

Consumption s c Rate

First 2,000 gallons . §6.42 (Minimum Bi11)

Next 8,000 gallons . 2.45 per 1,000 gallons

Next 10,000 gallons =~ - ' ~ 1.87 per 1,000 gallons

Over 20,000 gallons 1.17 per 1,000 gallons
' ' Surcharge

An itemized surcharge 4in the amount of $0.53 shall be added
to the monthly b11l of each customer served by McCreary County
Water Digtrict, subject to conditions outlined in this Order.




