COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:
CITY OF WILLIAMSBURG

COMPLAINANT

VS. CASE NO. 54-443

CUMBERLAND FALLS HIGHWAY WATER DISTRICT

DEFENDANT
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This matter involves a dispute over the rate which the City of
Williamsburg, Kentucky ("Williamsburg") charges Cumberland Falls
Water District ("Cumberland Falls") for water service. On May 4,
1994, Williamsburg notified Cumberland Falls of ite intent to
increase its water service rate from $1.50 per 1,000 gallons to
$2.40 per 1,000 gallons effective July 1, 1994. When Cumberland
Falls refused to pay the higher rate, Williamsburg brought this
action to obtain Commiseslion approval of that rate. Cumberland
Falls moved for dismissal of Williamsburg’'s complaint,

In Simpson County Water Distyict v. Citv of Franklin, Ky., 872
5.W.2d 460, 462 (1994), the Kentucky Supreme Court held that a
city, which includes a city-owned utility, wailves i1ts exemption
from Public Service Commission regulation "when it contracte with
a regulated utility upon the subjects of rates and service." To
implement this decision, the Commission ordered municipal utilities
providing wholesale utility service to a public utility to file
their existing contracts and schedules of wholesale rates.

Administrative Case No. 351, Mupjicipal Utilities (Ky. P.S.C. Aug.
10, 1994) .



All municipal utilities, except Williamsburg, have complied
with thian Order. The Commission has accepted the contracts and
nchedules an filed an the lawful rates of the affected utilities.
At a repult, the contractual relationships between moat municipal
utilitien and their wholenale cuastomers have not been matorially
atfocted.

Williamoburg's complaint raises an important question about
the procedures which the Commission should follow in reviewing

municipal utility requests for rate adjustmenta., To answer these

queotionn, we need look no further than Simpson County HWater
Diptxict.

In slmpaen Counbty Water District the Kentucky Supreme Court
found that

where contracts have been executed between a utility and
a city, . . . KRS 278.200 is applicable and requires that
by g0 contracting the City relingquishes the exempticn and
la rendered subject to PSC rates and service regulation.

J1d. ot 462,
KRS 278,200 provides:

The commission may, under the provisions of this
chapter, originate, esatablish, change, promulgate and
enforce any rate or service standard of any utility that
hag been or may be fixed by any contract, franchise or
agreement between the utility and any city, and all
righte, privileges and obligations arising out of any
puch contract, franchise or agreement, regulating any
puch rate or service standarxrd, shall be subject to the
Jjurisdiction and supervision of the commission, but no
such rate or ssrvice standard shall be changed, ncr any
contract, franchise or agreement affecting it abrogated
or c¢hanged, until a hearing has been had before the
commisealon in the manner preacribed in this chapter.

Thip btatute, which applies by its terms to contracts, franchises
and agreements with citles, is permigsive except to the extent that

it inptructs the Commigsion to hold a hearing before taking any



action which changes an existing "contract, franchige or agroomont”
and requires that the hearing be held "in the manner proscribed by
this chapter [KRS Chapter 278]."

Viewing the Simpson County Wateyr District decision togother
with KRS Chapter 278, a uniform method of oxercising tho
Commigsion’a juriasdiction over cities becomes apparent. Where a
city applies for approval of a rate contrary to that which would bo
established under an existing agreement with a utility, or whare a
utility complains of implementation of a rate or mervice contrary
to an existing agreement with a city, the Commipeion ip in cffoct
being requested to change or abrogate the underlying agrooment, To
do so, the Commission must firpt hold a hearing "in the mannorvr
prescribed" by KRS Chapter 278. The manner prescribed by Chaptor
278 for holding a hearing on a proposed rate increcase is sot forth
in KRS 278,190 and presupposes compliance with the applicable rulen
of procedure set forth in Commission Regulation 807 KAR 5:001. To
the extent that these regulations impose burdens which are onorous
in a particular situation, either the city or the utility may nook
permigsion to deviate from the requirement by nhowing good caupo.
See 807 KAR 5:001, Secticon 14.

Where either a city or a public utility seeks the enforcoment
of a rate established pursuant to an exlsting contract, the
Commission’s jurisdiction i1s founded upon KRS 278.260. In
addressing that complaint, the Commisslon’s rules of procedure,
Commigsion Regulation 807 KAR 5:001, are applicable.

Consilstent with the Commission’s Order in Administrative Cane
No. 351 and KRS 278.160, contracts and rate schedules filed with

the Commigsion shall contreol the rates and conditions of service of



the partiea, Changes to thome currently on file with the
Commisanion ahall be made 1n accordance with KRS 278,180 and
Commisaion Regulation 807 KAR 5:;011,

In the current camo, Williamoburg hao pg rates or contracta on
file with the Commioaoion. It pecks an adjuptmeant of yaten in
effect when the gSlupson County Wator Diptrict decimion becama
final. A complaint brought againot Cumborland Falla purpuant to
KRS 278.260 ip not the proper avenue to neek nuch an adjustment.
wWwilliamaburg’'sas proper course is to apply for a rate adjustment in
acgovrdance with the procoduren mpet forth in KRS 278,190 and
Commisaion Regulation 807 KAR 5:1001, Soction 10, The Commigaion
finds that, as Williliamsburg'n complaint im not tho proper mathod
for seaking a rate adjustment, it phould bo dinminned,

IT I8 THEREFORE ORDERED that Willlamnburg'n Complaint is
diomlosed,

Done at Frankfort, Kentucky, thin  llth day of April, 1995,

PUBLIC BERVICE COMMISSLON
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Commiynpioney

ATTEST:
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Executive Director




