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0 R D E R

On Harch 7, 1983, Salt River Water District ("Salt

River" ) filed its application with this Commission to

increase i ts rate pursuant ta 807 KAR 5:076, al ternative rate

ad/ustment procedure f nr sma1 1 ut i 1 ) t i et< ("ARF" ) . Salt Ri ve r

used the farms prescribed by the ( at<<mission for use in ARF

pt oceedin)>s. T hc Cnmmi ssi on )tos re v 1 ew<. d t h» In f orms t 1 on

submitted by Salt River and has determined t)tat the case

filed by Salt River is not in compliance with 807 KAR 5:076

and Commission requirements.

In adopt ing the ARF, the Canmi s s i ott recogni zed the

high costs associated with rate applications before the

Cott miss i on and ini ti a ted the simpl i f ied procedure in order to

hl lev) at<'h<! n« < ~ ss) ty of acq<t) r) tt)>, 1< )>t<) ca<>nt<e) and rat< ~

consul tant s. T)t<. Commi s sion ant 1 ci pated t)tat ) n most cattt s n

h««t ) na w<>ii ) <)»<>t )i< ~ r< ~ <ti>) < «) no<i t lint thr < v) <)rnrr of record

wou1 d cons i st of t)te ann)<a 1 rt )>or t s <>n f 1 l <. wi t )t t )i< ~

Cot)<mission, inf ormati on suht~i t ted in the app) i c»t i on, and

responses to information requests.

The Commission has a well-established policy of

rnqui rin) thc use of. a hi stori cal test period in rate cases



brougnt before it. The application used in thc ARF

proceedings states that the most recent annual report wi 1 1 bc

used as the basic test period data in order to determine rhe

reasonableness of the proposczl rates. At thz. ti mc of f i ling

of this case, Salt River's most recent annual report on file
wi th thc Commission was for the calendar year 1981 ~ Thus,

this period would consti tutc the test peri nd. Thc financial

i nf oz'mati on contained t n the 1981 annual r» port woul d be used

as the basi c test period data in thi s case and would be

z'epoz ted in column 1 of page 2 of the appl i cation ~ Projected

increases or decreases in revenues and expenses would bc

shown as adjustments to the 1981 amounts and reported in

column 2. Thc adjusted amounts would be rcportrd in column 3

and would serve as the underlying financial data in support

of the rate request.

The financial information supp]icd hy Salt River

deviates from Commission policy and ARF requirements in

several respects. The revenue and expense data provided on

page 2 of thc appli cation contain rrvcnucs and expenses for

di f fercnt time periods. Thc revenuer arr. reported for the

12 months cndi d Si ptr mbcr 30, 1982, whi 1 c the expenses arr

for the 12 months ended December 31, 1982. Commission policy
and generally accepted accounting principles rrqui re that

when reporting the zrsults of operations, revenues and

expenses must bc for the same time period. In addition, the

expenses for the 12 months ended December 31, 1982, include

rat imat vd c'opt 0 ~ whl 1 c 1 z 1 w t hr Cnmml ssinn' pnl i cy I n



requi re actual hi stork eel data for use as thc. test period

data. Estimates are nei ther known nor mc asurabl e and thus

not suitable for usc in establishing rates.
Salt. River's use of a tost period other than the

12-month period covered by its most recent annual report is

in violation of the ARF requirements. The ARF application

form clearly states that the most recent annua1 report will

be used as the hase test period dace. Furthermore, Salt

River's request to recover, by means of a . urcharge, funds

needed to make past-due payments on its long-term debt is

beyond the scope of the ARF ~ The requrst for a sure)inrge

must be considered in a general rate case which wil1 include

public hearings end the taking of additional evidence. on this

i ssue ~

The Commission finds that due to Salt River's failure

to meet the minimum ARF filing requiremc.nts and its request

for a surcharge, Salt River will hc allowed to withdraw this

case and refile either under the ARF or under the general

rate case procedure in a manner conforming to Commission

requirements.

IT IS T))EREFORE ORDERED that Sa]t River shall notify

the Commission within 10 days after thr ilute of this Order of

its intent)nn to wi t)>clrnw tli)n t nnI nnc5 rl 5 5 )u unde'r the ARF

procedure or the general rate case. proceclure. Sal t Ri ver'

failure. to not i f y the Commf salon wi thi n 1 (5 days w5 11 result

in dismissal of this ense.



IT IS FURTHER ORDERED that should Salt Ri v< r wish to

pursue its requested surcharpe, it shall du so in n general

rate case.
Done at Frankfort, Kentucky, this 4th day of tiay, 1983.

CUBI.IC SERY ICE COHMISS ION

Vie@ Chairman

Commissioner
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Secretary


