COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
In the Matter of:
SANDY VALLEY WATER DISTRICT

COMPLAINANT
V. CASE NO. 96-161
CITY OF PRESTONSBURG AND
PRESTONSBURG CITY'S UTILITY
COMMISSION

N N S et et e v e

ORDER TO SATISFY OR ANSWER

The City of Prestonsburg and the Prestonsburg City's Utility Commission
("Prestonsburg") is hereby notified that it has been named as defendant in a formal
complaint filed on August 1, 1996, a copy of which is attached hereto.

Pursuant to 807 KAR 5:001, Section 12, Prestonsburg is HEREBY ORDERED to
satisfy the matters complained of or file a written answer to the complaint within 10 days
from the date of service of this Order.

Should documents of any kind be filed with the Commission in the course of this
proceeding, the documents shall also be served on all parties of record.

Done at Frankfort, Kentucky, this 13th day of August, 1996.

PUBLIC SERVICE COMMISSION

Fado K Bopllatt

Chairfman M

—

ATTEST: Vice Chajrman

N e Mgl Lo

Executive Director Commissioner




\ b1l
Lase No- 96! RECEIVFF

COMMONWEALTH OF KENTUCKY AUG - 1 1995
PUBLIC Sknvie.
BEFORE THE PUBLIC SERVICE COMMISSION e Sen i,
SANDY VALLEY WATER DISTRICT COMPLAINANT
V. COMPLAINT

CITY OF PRESTONSBURG AND PRESTONSBURG
CITY’'S UTILITIES COMMISSION RESPONDENT

Bxox % o o % ok

Comes the Complainant, Sandy Valley Water District (hereinafter "Sandy
Valley") and for its Complaint against the City of Prestonsburg and the
Prestonsburg City’s Utilities Commission (hereinafter "Prestonsburg"), states and
alleges as follows:

1. Sandy Valley is a water utility authorized and created pursuant to the
Kentuéky Revised Statutes which provides retail water service to customers in
Floyd County, Kentucky. Sandy Valley is regulated by and subject to the
jurisdiction of the Kentucky Public Service Commission.

2. The Prestonsburg City’s Utilities Commission is a commission
authorized and created by the City of Prestonsburg and in that capacity serves as a
retail water utility and provides both retail water service to citizens of the City of
Prestonsburg and wholesale water service to several water associations (including

Sandy Valley) and private utility companies in adjacent and contiguous territory.
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3. This dispute concerns the provision of wholesale water service to
Sandy Valley by Prestonsburg pursuant to a wholesale water contract entered into
between the parties on March 19, 1981, a copy of which is attached hereto as
Exhibit 1.

4, This Commission has jurisdiction over the instant dispute pursuant to

the recent Kentucky Supreme Court case of Simpson County Water District v. City

of Franklin, 872 S.W.2d 460 (Ky. 1994).

5. Under paragraph B(1){c) of the contract attached hereto as Exhibit 1,
the wholesale water rate to be charged by Prestonsburg to Sandy Valley was
$1.35 per 1,000 gallons. Sandy Valley purchased water from Prestonsburg at that
rate until sometime in 1988.

6. In 1988, Prestonsburg, without the knowledge or consent of Sandy
Valley, increased Sandy Valley’s wholesale water rate from $1.35 per 1,000
gallons to $1.77 per 1,600 gallons.

7. The increase in wholesale water rates by Prestonsburg in 1988 was
contrary to and in conflict with paragraph A(5) and paragraph B(1-E) of the
Wholesale Water Purchase Contract, which contract restricted Prestonsburg’s
ability to impose such a rate increase on Sandy Vélley. Without regard tb the
illegality of the 1988 rate increase, Sandy Valley paid and remitted the $1.77 rate

to Prestonsburg from 1988 to date.
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8. In May 1993, Prestonsburg issued a notice to Sandy Valley that the
wholesale water rate to be charged by Prestonsburg to Sandy Valley was to be
increased from $1.77 per 1,000 gallons to $2.12 per 1,000 gallons.

9. After issuance of the notice, Prestonsburg did not in fact show an
increase in wholesale water rates on their wholesale water bill to Sandy Valley until
August 1994,

10. The wholesale water rate increase sought to be implemented by
Prestonsburg against Sandy Valley by raising the rate from $1.77.t0 $2.12 per -
1,000 gallons is unlawful and a violation of paragraph A(5) and paragraph B(1-E)
the Wholesale Water Purchase Contract attached hereto as Exhibit 1.

11.- Sandy Valley did not pay $2.12 per 1,000 gallons wholesale water
rate séught to be charged by Prestonsburg for May‘1993 through August 1994,
Also, Sandy Valley further has not paid the full increased water rate from August
1994 to date for charges which were subsequently included on Prestonsburg
wholesale water bills.

12. Sandy Valley refused to pay this increase because the increase is in
violation of the contract attached hereto as Exhibit 1 and constitutes rates .which
are unfair, unjust and unreasonable in violation of KRS 278.190.

13. This Commission should set and impose upon Prestonsburg a
wholesale water rate of $1.35 per 1,000 gallons as set forth in the contract

attached hereto as Exhibit 1 or, in the alternative, set such rates as the

10425:Frkt 4 —3-




Commission deems to be fair, just and reasonable under the circumstances as
mandated by KRS 278.190.

14. The Commission should require Prestonsburg City’s Ultilities
Commission to give notice to its customers, both whaolesale and retail, of the
nature of this complaint, as well as the possibility that Prestonsburg’s wholesale
water rates to Sandy Valley might be affected or changed as a result of this
proceeding, and giving those parties seeking to intervene in this proéeeding the
opportunity to do so.

WHEREFORE, Sandy Valley Water District prays for an order from this
Commission:

(1)  Declaring and adjudging that a wholesale water rate of $1.35 per
1,000 gallons is the lawful, fair, just and reasonable rate pursuant to KRS 278.190
for Prestonsburg to charge Sandy Valley Water District.

(2) In the alternative, for the Commission to set a fair, just and reasonable
wholesale water rate pursuant to KRS 278.190 which Prestonsburg may lawfully
charge Sandy Valley Water District.

(3) For an Order declaring and adjudging that any deficiency currently
being alleged by Prestonsburg to be owed by Sandy Valley is erroneous because

(a) the amount was not billed by Prestonsburg in due course; {b) the amount was
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calculated using rates that were not authorized or approved by the Commission
and were based upon rates which are unjust, unfair, and unreasonable, in violation

of KRS 278.190.

Respectfully submitted,

%ﬂme F. Clark

Jason P. Thomas

STITES & HARBISON

421 West Main Street

P. O. Box 634

Frankfort, Kentucky 40602-0634
Telephone: (502) 223-3477
COUNSEL FOR COMPLAINANT,
SANDY VALLEY WATER DISTRICT
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~Fafy, FHA 442-30 :
~ (Rev. 4-19-72) WATER PURCHASE CONTRACT

This contract fot the gale nnd purchase of water is entered into as of e ~19kh  day of ..,,.-_.‘L"@..r,iﬁ,..-._.__._.,_,

1981 between the _restonsburg City's Utilities Commission

P. O. Box 468, Prestonsburg, Kentucky 41653
(/.lddres:)

hereinafter referred to as the "'Selle” and the ___Sandy Vallev Water District
P. 0. Box 248, Betdy Layne, Kentucky 41605

' (Address)
hereinalter referred to as the ‘‘Purchaser’’,
WITNESSETH:
Whereas, the Purchaser is organized and established undes the provisions of KRS 273 of the

Codeof ___Kentucky

. for the purpose of constructing and opeiating & watet supply distribution

system secving water users within the area descrided in plans now on file in the cffice of the Purchaser and tu accomplish
this purpose, the Puichaser will tequire a supply of treated water, and
i

Wheceas, the Seller owns and o}>em(es a water supply distribution system with a capacity currently cupuble of serving the
present customers of the Selier’s system and the estimated number of water users (o be scived by the said Purchaser as shown
in the plans of the system now on file in the office of the Purchaser, and

day

Whereas, by —_Resolution No. enacted on the 18th

of March , 19 81 by the Seller, the sale of water to the Purchaser in accordance

with the povisions of the said Resolution was approved, and the execution of this tontract

cariying out the said Resolution by the _Prestonsburg City's Utilities Commigs.

and attested by the Secretary, was duly authorized, and : ’
Vhereas, by _Resolution of the __Board of Directors

of the Purchaser, enacted on the day of , 19

the purchase of water from the Sellet in accordance with the terms set fonth in the said __Conkract

—

was epproved, and the execution of this contract by the- Chairman , and
attested by the Secretary was duly authotized; ) .

Now, therefote, in conciderstion of the foregoing and the mutual agreements hereinafter set forth,”

A. The Seller Agtees:

1. (Quality and Quaatity) To furnish the Putchaser at the point of delivary hereinafter spscificd, dwing the temm of

" -t . 0 s

this contract or any renewal of extension thereof, potable treated wutar meeting zpplicable purily stuwaiads of the |

Kentucky Healih Department

in such quantity ss may be requited by the Pur&aglelz'g&w&&£3?0mraon.gallons permenth. The upper limiy

of 3,000,000 gal}ons.per month may subsequently be increased by agreement
between the par‘tl es? FITA 142.30 (RCV, 4}9_72)

EXHIBIT 1
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v fusther nntuadly Cpieed betwenn tha Seller and the Purchuse: os folluwn:
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1. (Femn of Contecaty That s enntinct shull extend o atera of o 400 yeuts tean the e of e initial
detivery of wny water as shown by (b fiest il submitied by the Selies to the Purchoeier dad, feesabier nsey b ene sl ot
catended or sach team, Gt betas, a3 oy be agrecd upen by the Scller and Parchaser,

4 2. (Delivery of Water) That ._...,lQ‘____,___.._days peior to the estimated date of completiaie of constouttinn of the

¥ §§§wxxxxxﬁxﬁxwkxm«xwwmx&mRu&mxxxwx;xgmkmxmxmxwxmgxgnnxxxxx&xmxxmx&gx
““xxxx§g¥$~ Seller's water supply distribution system, the Seller will notify t¥
. Purc?asar ip riting the date for the initial delivery of water.
. . (Watec lor Testing) When requested by the Purchaser the Seller witl make availeble tn the contecior ot the
‘ point of delivery, or other paint reasonchly close thereto, vauter sufficizut for testing, flushing, wnd tencl filling (e sy stum
of tie Purchaser during construction, incspective of whether the metering equipment by been inuttlad at thid time, of 2

$1.35 Per Thousand
flat chutye of § | Geltona——— Which will be puid by th- contructor or, on his {ailuec ta pay, by the Purchyser.

- 4. (Failure to Delive:) That the Seller will, at all times, opetate und maintyin its wymtem in an elficiznat maunes
) and will tuke such action ws may be necessary 10 futaish the Purchiser with quantities of water reninad by the Purchazer,
Temporasy or partial failures 1o deliver seutze shall be renedied with all possible dispateh.  In e cvent of an et nded
shortuze of water, or the wwoply of water uvailable to the Sciler is othetwise diminished uver un estended puind of thue,
the sunply of water to Purchuser’s conswiners shzll be reduced ot diminished in the swe mtio 0 propation i the suply to
. Selle” 5 consumers is reduced of diminished,

5,‘-§' (Modification of Contract) Uhat the provisions of this contract pertaining to the schodute of wates o be puid by

the Purchaser for water duliverad are subject to modification at the end of every L. _._ i putiod, Ay incicuwse of
dacrease in rates shall be bascd oo u demonslrable increase or Jocrense in the costs af poetforane.: hetcunder, bt such
cents shall not include increused capitalication of the Sciler's systum, Othet provisions of this contet may he mdified or
sltered by mutwal sgreement. Or at anytime rates are lncneasedE}p the citizens within
the corporate limits of the City of Prestonsburg. <27 125CRAED ([ 2/0r) Q{;{xf)

6. (Regulatory Agencias) Thut this confruct is subject b xuch rules, regulutions, o lows as may be gpphehle
to sigilar agreements in this State and the Seller and Purchaser will colluborute in obtuining such paomity, certifivates, or the
like, as nay be required o comply therewith,

7. (Misccliancous) That the constiuction of the wuter sunply distribution system by |h§§&3{§§x in buing fivaaced
by a loaa made or insured by, ~nd/or & grent frem, the United States of Amedica, scting throush thas Faemees Home Adiministra-
lion of the United Stales Department of Apriculture, and the provisions hereof pesteining to the undattubings of the Parchaser

* are conditicaed upon the approval, in writing, of the Stute Director of the Faraiers Home Administrativa,

8. (Successor to the Purchaser) That in the event of uny occurence renderizg the Putchicier incupable of puc
forming under this contracl, any successor af the Purchaser, whether the result of legal process, ussignment, o othurwise,
shall succeed to the zights of the Putchaser hersunder,

9. In the event chlorination of water referred to in this agreement
should be required beyond the metering equipment provided in paragraph A.3
such treatment shall be the responsibility of purchaser. -
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2. (Poist of Dadivery und l‘:.:.v.{ VEhal witer wil! by fumished atou reasond coestant prassure Cidculued

. 8! mai be constructed ,
-——'9"0—2'-'--8"'-'1':‘.""""‘“ fein 5 %X‘ﬁgi-)l(n to ..jo&mxk-xmm'c:xm o poinat hevated L

Joear_the Moukh of Mare Creek, Floyd Co., Ky., & Blackburn's Greenhouse
1 a greater presuute thun that nomally available at the poial of duliveny is required by the Puichaser, the ‘.ﬁroT;;vE:G
such preater presswe shall be botne by the Purchuser,  Emergency failures of jeeszure of supply due to main mupply line
breuks, pawer failure, (lood, {ire pnd wuo of water to fight fire, costhquike or other cul:.:-.!mphc‘sh.:ll envuse e Scliﬂt from
tivis provision for such reasonable period of time os 13y ba nacessaty to 1astore service,

3 (Me'teling .l".quipmef;l) To fumish, install, vpemte, and waintain at its own expenze ot point of dilivery, the
pereasary metering equipment, including a moler house or pit, and tequired deviges of sisndard type for properly mewsuting
the ¢urntity of walce delivered to the Purchazer wnd to calibrats such msteriog equipment whatuova requested by the Perchuser
but ro: more [tequeatly than osce every twelve (12) months, A metur registering not mote i tae petcent (2%) abuve of
belox the test rosult slizll he deemed fo be accucate. The previous readings of uny metar discloned by test lo be intccutate

L)
shall be corrected for the Thrae (3) . meaths previous to such test in acconbince with tie percentage of
inaczuracy found by such tests. 1 any metec Liils o register for any period, the amonat of water faraished during ench petiod
shall be deemed to e the wnouat of watuer delivered in the corresponding pociod immedistely priog to the foilure, valess Sellm

pad Puschaser s'hnl.l agrhe vpon a different wnouat. The metering cquipment shall be reud BXBetWeen 1-5 day_of month
An sppropriate official of tiee Purchas at sl reisonable tisies shall bave access to the meter for tha pugane of verilyiag
its readings.

4. {(Billlagz Procerdure) To furaish the Purchaser at the whove address not loter thas the .. 10th ___ day ol
each morth, with an itemized siatement of the untount of wuter Fnished the Puschusner duting the prysaling nuuih,

B. The Purchaser Apress:

¢
1. (Rates and Pagment Date) To pay the Scller, not later than the 208N day of cuch monch, for water
delivered in accordance with the fdllowing schedule of rutes:

3. Slz'_,_lﬁ_‘l--ls,__...__,_._._,__for the firzt 3,000,000 gullons, which wiavunt shall aise be the

minimum rate per month,

R KRR E R R FRE O O R OO B R U

FOB T IR RK KK XXX XA XX XXX X% R0 X X

c. $L 35 cents pet 1000 gallons for witer in excess ol ___},)_999__:.0_99__ —e—— Ralions.

1-A If booster pumps shall be required by purchaser to increase the
P.S.I. for its system, said pumps shall be furnished by purchaser
but shall, in no event, exceed 100 gallons per minute capacity.

1-B The purchaser agrees to purchase a minimum of 3,000,000 gallons of
water per month at Prestonsburg City's Utilities Commission cutside
Corporation water rates, for a period of forty (40) years.

1-C No water for fire protection is guaranteed under this contract. i

SR o

1-D In the event of a future rate change, the buyer will be notified in
writing, by Seller, ninety days before putting new rate into effect. ¥

L 1-E A1l subsequent rate changes will be of the same percentage oI change} -
: as applied to all ‘the customers in the city limits of Prestonsburg. j-4

F -

2 (Counnection Fern) To pay an sn agreed eost, a cuanconion foe to connact the Seled's systrar witi the sy stem

§ of the Puschiuset, tha o of _ N/ZA . .. . dollare whirk shall cover any and all easts of the Selier G installaticn
of the metnting, tquipment and .BQ_Os;gr;_.Pglnp & Meter__Equipment to be S‘l[_}glﬂ]}&d b..).', —
Prestonsburg City's Utilities Commission, not to exceed 5" water meter
and 100 gallon a minute booster pump. .
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itnean whereof, the parties horeto, wet

Altest:

//z// /52 —
/w/”/"/%f‘ A O *}/
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Atlest . Tile __Chairman
<(’:—//& o J (v /L‘ >
Sccralnry T Jem—
This contenct Is approved oa hc-ha!ff of thir: Faimees Hoine Administration this day of — _ ,
19
By

und o authority cf theirreipsctive go\'crniug(

Jo Az duly executed In _f.i_Y..e.wLS_L.__cr.untt:qlanrts, cach of which stall ronstitute an origin il

—

s, huvr capned thiv conteget

Sallern
Prestonsburg City's Utilities Commis
. . c)
ay )zanQ‘_i;é? _

Chairman

Titte

Purchaser:

andy Valley Water District
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