
COMMONWEALTH OF KENTUCKY

llEFORE THE PUHLIC SERVICE COMM ISS ION

In the Matter of:

THE APPLICATION OF THF'AUREL COUNTY WATER )
DISTRICT NO. 2, Ot LAUREL COUNTY, KF'NTUCKY ) CASE NO+ 9569
FOR APPROVAL OF RATES )

0 R D E R

On Apri 1 25, 1986, Laurel County Water District No. 2

("Laurel" ) applied for approval of. an increase in i ts rates for

water service which would produce water revenues of approximate) y

$ 493,778 annuallyt an increase of 22 percent above current rates.

On July 30-31+ 1986, Larry Barley of the Commission's staf f per-

formed a limited audi t of Laurel ' op<.rating expense records as

reported in the 1985 Annual Report to determine if the operating

expenses were r< presentative of normal operating conditions. On

August 20, 1986, an audit report was issued which contained the

findings and recommendations resulting from the study.

A public hearing was held on August 28, 1986, in the Commis-

sion's of f ices in Frankfort, Kentucky. There were no intervenors.

TEST PERIOD

twuro 1 pr<>p<>~<. <1, an<) 6 h<.» Comm i <; s 1 on has ace<opto<) ~ the ]2-

month perio<) < nding December 31, 1985, as the test per iod i n thi s

matter.

REVENUE REQUIREMENTS

La<arel di<) not of for any pro forma adjustments to its test-
year operating expenses with the exception of a proposed increase



in its water rates. The staff report made several recommendations

for adjustments to the operating expenses. Dur ing cross-
examination, C. D. Sensabaugh testified that the recommendations

and conclusions in the Commission's staf f report were acceptable

to the water district. This Order. grants Laurel a $ 64, 5001

increase in its rates, which should produce revenues of $ 469,199

from water sales.
The Commission, therefore, f inds the allowable increase in

water sales as set out in the staf f. repor t tn be fair, just and

reasonable in that a debt service coverage of 1.16X will produce

suf f icient revenues to enable Laurel to meet its operating

expenses< service its debt and provide funds to ensure its finan-

cial stability.
OFF ICE SERVICES

Laurel prov ides ot f ice f unct iuns for the East Laurel Water

District at a rate of $ 2. 30 per customer, per month and of Eered

testimony at the hear ing that the rate of $ 2. 30 is reviewed annu-

ally for its accuracy. Also, the joint labor cost of several2

office employees providing off.ice services for other water

districts is presently heing apportioned to Laurel and Wood Creek

Water District on a 50/50 hasi». The basis for. this apportionment

should be reviewed periodical ly. However, it i s apparent that

these two items wi1 1 have a minimal ef feet on the f inancial

1 Transcript of Evidence, August 2A, 1986, pages 16-17.
2 Ibid., page 69.



position of Laurel and thus, no ad)ustments are necessary at this
times

RATE DESIGN

Laurel's present rate structure is on a declining block

schedule with six steps, the first step being a minimum usage

allowance. This structure and the proposed rates show little
disparity which makes Laurel's rates a candidate for rate

simplification.
After reviewing Laurel's present and proposed rates and its

customer usage patterns, the Commission is of the opinion that the

second, third and fourth rate blocks be combined. The usage

patterns shown in the billing analysis do not )ustify a separate

rate for each 1 000 gallons for all usage under 4,000 gallons, as

contained in Laurel's present rate schedule, but supports

combining the aforementioned steps. This reduction in steps will

provide a more equitable distribution of costs among Laurel's

customers and is in the best interest of the customers and the

company.

IT IS THEREFORE ORDERED that:
1. The rates and charges in Appendix A be and they hereby

are approved for water service rendered by Laurel on and after the

date of this Order.

2. Within 30 days from the date of this Order< Laurel shall

file with this Commission its revised tariff sheets setting out

the rates and charges approved herein.



Done at Frankfort, Kentucky, this 10th ~ o'E October, 19&6.

PUBLIC SERVICE CONN ISS ION

Vice Chairma~

ATTEST:

L'xecutive Director



APPENDIX A

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 9569 DATED 10/10/86

The following rates and charges are prescribed for the

customers in the area served by Laurel County Mater Distr ict No.

2. All other rates and charges not specifically mentioned herein

shall temain the same as those in effect under authority of this

Commission prior to the effective date of this Order.

RATES: Monthly

First 1,000 Gallons

Next 4<000 Ga11ons

Next 5,000 Gallons

Over 10,000 Gallons

$ 5. 50 Minimum Sill
2.20 Per 1,000 Gallons

1.95 Per 1 000 Gallons

1.75 Per 1,000 Gallons


