COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
In the Matter of:

ELECTRONIC APPLICATION OF )
KENTUCKY RURAL WATER )
ASSOCIATION FOR ACCREDITATION ) CASE NO. 2025-00033
APPROVAL OF COMMISSIONER )
TRAINING AND CONTINUING )
EDUCATION CREDIT )

APPLICATION

Kentucky Rural Water Association (“KRWA” or the “Applicant”) applies for
an Order from the Public Service Commission accrediting and approving a proposed
water district commissioner training program for continuing education credit pursuant
to KRS 74.020(6) and (7) and 807 KAR 5:070.

In support of its application, KRWA states:

1. KRWA is a non-profit corporation incorporated in the Commonwealth of
Kentucky pursuant to KRS Chapter 273 on March 19, 1979, and is currently in good
standing.

2. KRWA'’s mailing address is: 1151 Old Porter Pike, Bowling Green,

Kentucky 42103. Its email address is: j.cole@krwa.org.

3. KRWA was organized to foster professionalism in the water and
wastewater industry through non-regulatory training, technical assistance programs, and

advocacy. Its membership consists of water districts, water associations, municipalities


mailto:j.cole@krwa.org

25,000 or less service connections, or other similar entities that provide water
and wastewater utility services to rural Kentucky.
4, Pursuant to 807 KAR 5:001, Section 4(8),* copies of all orders, pleadings,

and other communications related to this proceeding should be directed to:

Damon Talley

Stoll Keenon Ogden PLLC

112 North Lincoln Boulevard
PO Box 150

Hodgenville, Kentucky 42748

Telephone: (270) 358-3187

Fax: (270) 358-9560

damon.talley@skofirm.com

Janet Cole
Kentucky Rural Water Association
1151 Old Porter Pike
Bowling Green, KY 42103
(270) 843-2291
Fax: (270) 796-8623
].cole@krwa.org

5. KRWA proposes to sponsor and conduct an in-person only water
management training program on March 18, 2025, at the Oldham Co. Water District
office located at 2160 Spencer Court, LaGrange, Kentucky. The program is entitled
“Water District Commissioner Training.” A copy of the proposed agenda is attached
to this Application at Exhibit 1.

6. As reflected in Exhibit 1, the proposed training program will include

presentations on the following topics:

1 On January 13, 2025, KRWA gave notice pursuant to 807 KAR 5:001, Section 8, of its intent
to file this application and of its use of electronic filing procedures.
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a. Board Members’ Duties and Responsibilities. This presentation will
provide general and specific duties of a Board Member and their role in governing the
affairs of their utility. Discussion will include paying bills, budgets, Board meetings and
meeting minute-keeping practices, and oversight roles of both the General Manager
and the Board,;

b. Relations with the Public Service Commission: Best Practices for
Maintaining Positive Interaction. This presentation will provide best practices for
utilities to undertake to ensure effective relations with the Commission. Topics will
include challenges currently faced by the Commission, review and compliance with
Commission orders, common mistakes, what to expect once an application is filed, and
compliance with regulatory filing deadlines;

C. Internal Controls. This session will highlight the importance of effective
internal controls, featuring real-world fraud examples, key facts on fraud abuse and
detection, and essential internal control measures for prevention and detection;

d. Municipal Wholesale Rates. This presentation will provide insight into
PSC decisions involving municipal wholesale rates to water districts and associations.
Topics will include historical background, rules and procedures governing whole rate
adjustments, and costs involved;

e.  Basic Procurement Law for Governmental Water Utilities. This
presentation will provide requirements PSC governed utilities must comply with when
making purchases. Topics will include the bidding statute, including a discussion of

-3-



professional services and the requirements for professional services versus other utility
purchases, cooperative purchasing, statutory preferences, and procurement issues with
state and federally funded projects;

f. What to expect During a PSC Inspection. This presentation will provide
an overview of the Kentucky Public Service Commission periodic inspections. Presenter
will include an overview of the inspection process, common issues that may be
identified during an inspection, and ways to improve inspection outcomes.

7. The proposed training program consists of six hours of instruction and
should be accredited and approved as water management training satisfying the
requirements set forth in KRS 74.020(7) to establish a water district commissioner’s
eligibility for a maximum annual salary of $6,000. KRWA is not requesting that the
proposed training program be accredited as a program of instruction for newly
appointed commissioners.

8. A biographical statement containing the name and relevant qualifications
and credentials for each presenter is attached at Exhibit 2 of this application.

Q. The written materials that will be provided are attached at Exhibit 3.
Should a presenter revise or amend his or her presentation prior to their scheduled
session or provide additional written materials for the attendees, KRWA will include a
copy of the revised presentation with their sworn statement and report regarding the

instruction.



10. Oldham County Water District’s management staff and commissioners
will attend the proposed training.

11.  KRWA will retain a record of all water district commissioners
attending the proposed training program.

12.  Within the Ordered number of days of the proposed training program’s
completion, KRWA will file with the Public Service Commission a sworn statement:

a. Attesting that the accredited instruction was performed;

b. Describing any changes in the presenters or the proposed program
curriculum that occurred after certification; and,

C. Containing the name of each attending commissioner, his or her water
district and the number of hours that he or she attended.

13. KRWA will include with the sworn statement documentary evidence
of the program’s certification by certifying authorities and a copy of any written
material given to the attendees that has not been previously provided to the Public
Service Commission.

14.  KRWA will admit representatives of the Public Service Commission to
the proposed training program at no charge to permit such representatives to assess
the quality of the program’s instruction, monitor the program’s compliance with the
Public Service Commission directives, regulations, or other requirements, or perform

any other supervisory functions that the Public Service Commission deems necessary.
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WHEREFORE, KRWA requests that the Commission approve and accredit
the proposed training program entitled “Water Commissioner Training” for six hours of

water district management training.

Dated: February 6, 2025 Respectfully submitted,

ﬂmw/ J@@

Damon R. Talley

Stoll Keenon Odgen PLLC
112 North Lincoln Boulevard
PO Box 150

Hodgenville, Kentucky 42748
Telephone: (270) 358-3187
Fax: (270) 358-9560
damon.talley@skofirm.com

Counsel for Kentucky Rural Water
Association and Stoll Keenon Ogden
PLLC


mailto:damon.talley@skofirm.com

CERTIFICATE OF SERVICE

In accordance with 807 KAR 5:001, Section 8, | certify that this document was
submitted electronically to the Public Service Commission on January 16, 2025, and that
there are currently no parties that the Public Service Commission has excused from
participation by electronic means in this proceeding.

ﬂm/ Je/@»

Damon R. Talley




EXHIBIT 1

Proposed Agenda



Water District Commissioner Training

Oldham County Water District
2160 Spencer Court
LaGrange, Kentucky

Presented by
Kentucky Rural Water Association
March 18, 2025

Tuesday, March 18, 2025

Morning Sessions

8:55-9:00

9:00 - 10:00

10:00 — 10:15

10:15-11:15

11:15-12:00

Welcome and Program Overview — Damon Talley, Stoll Keenon Ogden, PLLC

Board Members’ Duties and Responsibilities

Damon Talley, Stoll Keenon Ogden, PLLC

Learn the general and specific duties of a board member and their role in governing
the affairs of the utility. The presenter will discuss what the Board should expect
from its General Manager and what the General Manager should expect form the
Board. Tips for avoiding conflicts of interest, keeping minutes of Board meetings,
the need to adopt and comply with Board policies, and compliance with PSC Orders
will also be explained.

BREAK

Relations with the Public Service Commission: Best Practices for Maintaining
Positive Interaction

Tina Frederick, Stoll Keenon Ogden, PLLC

This presentation focuses on the practices that utilities can undertake to ensure good
and effective relations with the Commission. The presentation will review the
challenges that the Commission currently faces, common mistakes that utilities
make when seeking relief from the Commission, the importance of carefully
reviewing and complying with Commission orders, and the importance of comp-
liance with regulatory filing deadlines. It will also discuss how the Commission
reviews applications for relief and what filers should generally expect.

LUNCH BREAK



Tuesday, March 18, 2025

Afternoon Sessions

12:00 - 1:00

1:05-2:05

2:05-2:10

2:10-3:10

3:10-3:15

3:15-4:15

4:15-4:20

Internal Controls

Lacey Cunningham and Russ Rose, Oldham County Water District

This session will cover the importance of internal controls for utilities. Topics will
include what utilities should do to protect themselves against fraud and ensure
transparency, accountability, and the safeguarding of assets. Presenters will also use
a real-world example of a long-term fraud case within a city government and how
internal controls broke down or were non-existent.

Municipal Wholesale Rates

Damon Talley and Tina Frederick, Stoll, Keenon, Ogden, PLLC

This session will provide insight into significant PSC decisions involving municipal
wholesale rates to water districts and associations. Presenters will outline rules and
procedures governing wholesale rate adjustments and will provide suggestions for
expediting this process. Learn which tactics produce successful results and which
ones should be avoided.

BREAK

Basic Procurement Law for Governmental Water Utilities

Gerald Wuetcher, Stoll Keenon Ogden, PLLC

Utilities governed by the PSC have rules they must follow when purchasing goods
and services. This session will explain the requirements utilities have to comply
with when making purchases. Topics covered in this presentation will include the
bidding statute, a discussion of professional services and the requirements for
professional services versus other utility purchases, cooperative purchasing,
statutory preferences, and procurement issues with state and federally funded
projects.

BREAK

What to Expect During a PSC Inspection

Jason Pennell, Kentucky Rural Water Association

PSC inspections are one of the primary ways utilities interact with the Public
Service Commission. This session will provide an overview of the Kentucky Public
Service Commission periodic inspections. Discussion will include an overview of
the inspection process; common issues that may be identified during an inspection;
and how the utility can improve inspection outcomes.

Closing Remarks — Jason Pennell, Kentucky Rural Water Association



EXHIBIT 2

Speaker Qualifications and Credentials



Lacey Cunningham

Finance and Administrative Manager
Oldham County Water District

Icunningham@oldhamcountywaterky.gov

Lacey Cunningham is the Finance and Administrative Manager at Oldham County Water
District. She has been with the district for 7 years. Prior to coming to work at Oldham County
Water District, Lacey served a variety of roles with the most recent being the Director of
Finance for a sewer utility, Regional Water Resource Agency, located in Owenshoro, KY.
Previously she worked as the Finance and HR Manager for a non-profit organization, Big
Brothers Big Sisters of Kentuckiana, and an Auditor for KPMG Accounting firm. Lacey is a
licensed Certified Public Accountant. She received her degree in Accounting and her Master’s
in Business Administration from Bellarmine University.



Tina Frederick
Stoll Keenon 0gden PLLC

tina.frederick@skofirm.com

859.231.3951

TINA FREDERICK is Counsel to the Firm at Stoll Keenon Ogden PLLC and is a member of
the firm’s Utility and Energy Practice Group. She recently joined the firm after serving
approximately five years with the Kentucky Public Service Commission (“Commission”),
first as a Staff Attorney and then as an Assistant General Counsel. In those roles, she
advised the Commission on various matters pending before the Commission involving
the regulation of public utilities, including applications for rate adjustments, the
construction of utility facilities, and the issuance of debt instruments. She represented
Commission Staff in administrative hearings involving those issues as well those
involving investigations of alleged violations of the Commonwealth’s statutes and
administrative regulations pertaining to utility service. Prior to her employment with
the Commission, she maintained for five years a private practice that principally
involved the representation of claimants asserting claims under the Social Security Act
and Kentucky’s Worker Compensation laws. Ms. Frederick is licensed to practice law in
the Commonwealth of Kentucky. She holds a Juris Doctorate from Ohio Northern
University College of Law, where she graduated cum laude, and a Bachelor of Science
Degree in Family and Consumer Science from the University of Kentucky, where she
graduated summa cum laude.


mailto:tina.frederick@skofirm.com
tel:859.231.3951

BIOGRAPHY

Jason Pennell

Kentucky Rural Water
Association

Jason Pennell joined the Kentucky Rural Water Association staff in
August, 2017, as a project specialist. Jason’s primary duties are
focused on the Energy Program but he also assists on other training
and technical assistance programs. Jason’s experience in the water
and wastewater business began in Whitesburg (Veolia Water) in
2005. There he worked as a meter reader, water treatment plant
operator, laboratory manager, operations manager and from 2012-
2014 he served as the Chief Operator. Most recently (2014-2017),
Jason was a Utility and Regulatory Investigator for the Kentucky
Public Service Commission. He holds Kentucky certifications/licenses
as follows: Class ITTA Water Treatment Operator, Class II Water
Distribution Operator, Class IT Wastewater Treatment Operator, Class
IT Collection System Operator, and is certified in Pipeline and Manhole
Assessment by NASSCO.



Russ Rose

Chief Executive Officer
Oldham County Water District

rrose@oldhamcountywaterky.gov

Russ Rose has been in the water industry since 1997. He served as Assistant Manager for the
North Shelby Water Company and the U.S. 60 Water District, Director for the LaGrange
Utilities Commission, and has been the Chief Executive Officer for the Oldham County Water
District since 2006. Oldham County Water has 21 employees, a 13 million gallon per day
water treatment plant, serving over 8400 customers, and wholesaling water to the City of
LaGrange.

Russ is Past President and now serves as a Director for the Kentucky Rural Water Association
Board of Directors. He is also on the Board for the KY Infrastructure Authority, chair of the
KIPDA Regional Water Management Council, and is a member of the AWWA. He serves on
several committees locally and statewide for the Division of Water, KY Rural Water
Association, and the KY Chamber of Commerce, as well.

Russ holds a Utility Management Certification from the National Rural Water Association, and
a Utility Management Professional designation from the Utility Management Institute
(KRWA). He is a certified water operator, licensed in Kentucky.



Damon R. Talley
Stoll Keenon Ogden, PLLC

270.358.3187 direct
270.358.9560 direct fax
damon.talley@skofirm.com

University of Kentucky College of Law, J.D.
University of Kentucky, B.S.M.E

Damon joined Stoll Keenon Ogden’s Utility & Energy practice as Of Counsel in 2015 and serves
clients through the firm’s Hodgenville, Lexington and Louisville offices.

Before his time at SKO, Damon worked for decades in private practice and has provided legal
representation to public utilities throughout Kentucky. He has focused primarily on water
utilities, and his deep expertise in drinking water has earned him a reputation statewide as a
go-to legal resource in this area. Damon is general counsel of the Kentucky Rural Water
Association and has served in this capacity since 1979.

Given his substantial experience, Damon is frequently called upon to speak at training sessions
sponsored by the Kentucky Rural Water Association, Division of Water, Utility Management
Institute and other utility groups in the state.

Damon is highly active in the local community and serves as a board member of several
nonprofit organizations. He is a past board member of the Kentucky Infrastructure Authority.
He was a charter member, long-time board member and two-term board chairman of the
Kentucky FFA Foundation.

Utility & Energy: Damon represents public utility clients before federal and state courts at the
trial and appellate levels. He handles matters such as rate adjustments, transfers of control,
financing and construction applications, and consumer complaint proceedings.


mailto:damon.talley@skofirm.com

Gerald E. Wuetcher
Stoll Keenon Ogden, PLLC

859.231.3017 direct
859.259.3517 direct fax
gerald.weutcher@skofirm.com

Emory University, J.D.
Johns Hopkins University, B.A.

Jerry is Counsel to the Firm in SKO’s Lexington office and is part of the Utility & Energy
practice. He joined the firm in 2014, after working for more than 26 years at the Kentucky
Public Service Commission (PSC) as a staff attorney, deputy general counsel and executive
advisor.

Over the course of his career, Jerry has frequently appeared before the PSC in administrative
proceedings involving electric, natural gas, water and sewer utility issues and has represented
the PSC in state and federal courts. He also served as the PSC’s representative in several
interagency groups addressing water and wastewater issues. He drafted amendments to
various provisions of Kentucky’s public utility statutes and revisions to the PSC’s
administrative regulations.

From 2009-2013, Jerry was PSC’s representative on the board of the Kentucky Infrastructure
Authority. He developed and implemented the PSC’s training program for water utility officials
and was an instructor for that program.

Jerry is a frequent speaker on utility and local government issues before such organizations as
the Kentucky Rural Water Association, Kentucky League of Cities, Kentucky Association of
Counties and Utility Management Institute.

Along with his significant experience in the realm of civilian law, Jerry served for 27 years in
the U.S. Army as a judge advocate before retiring at the rank of colonel in 2011. He occupied
numerous roles on active duty and in a reserve status.

Utllity & Energy: Jerry concentrates on public utility law in Kentucky, but also participates in
general and commercial litigation, transactions, employment concerns, securities issues and
mergers and acquisitions involving gas, electric and water companies. He handles all facets
of regulatory matters, including the negotiation of complex agreements and representation
before state agencies and courts.



EXHIBIT 3

Presentations and Materials



The Importance
of Effective
Internal
Controls

March 18, 2025

Lacey Cunningham, Finance and Administrative Manager, Oldham County Water District
Russell Rose, Chief Executive Officer, Oldham County Water District



e Maintaining trust in others while
also verifying the accuracy or truth
of their statements or actions.

“Trust but Verify” Be cautious and do not blindly

accept everything at face value.

-Ronald Reagan

This phrase can be applied to Internal
Controls within organizations:
Internal controls are the
cornerstone of organizational
integrity, ensuring transparency,
accountability, and the
safeguarding of assets.




Outline

1. Story about internal
controls failure

2. Fraud Facts
3. Internal Controls

used by Oldham Co.
Water District



1. Story about internal
controls failure



e Rita was the Comptroller and
Treasurer of the City of Dixon

e Stole $53.7 Million over a twenty-
year period (1991-2012)

Rita Crundwell's e City of Dixon, lllinois 16,000

cautionary tale for residents
Sma" bUSIﬂQSSGS, e Ronald Reagan’s hometown
governments, and

e Annual budget between $6 - $8
nonprofits. million

Kelly Richard Pope captured Rita’s
story in the movie All the Queens
Horses, available on Amazon.





http://www.youtube.com/watch?v=RXSZhKEddxI

How did this happen?

Annual Audit never raised any red
flags

City’s bank never reported anything
suspicious

Rita won the trust of those around
her - especially that of mayor and
council

One council member praised Rita
calling her “a big asset to the city as
she looks after every tax dollar as if
it were her own”

City Clerk discovered mystery bank
account while Rita was on vacation





http://www.youtube.com/watch?v=RXSZhKEddxI



http://www.youtube.com/watch?v=RXSZhKEddxI

The Control Weakness

Lack of Segregation of Duties, Rita could:

Write Checks

Approve payments

Create and monitor the budget
Enter transactions into system
Reconcile the bank statements
Set up a bank account

Multiple people should perform
accounting duties, not just one.

e Rita provided auditors with fictitious
invoices from the lllinois Dept. of
Transportation. (Checks payable to
Treasurer, State of lllinois)

® Auditors not independent



$6,000,000

$5,000,000

$4,000,000

$3,000,000

$2,000,000

$1,000,000

Rita’'s Fraud

$5,637,832
$5,599,247

66637546 . [

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012



Why did Rita
steal?

e She used the money to fund one of
the top quarter horse ranches in the
country.

e Her horses won lots of awards

e She owned around 300 quarter
horses

e $2.1 million motor coach vehicle

Did anyone ever mention her lifestyle?




What happened to Rita?

Rita was arrested in 2012 and sentenced to 18 years in prison

Judge ordered Rita to pay the City of Dixon Restitution $53,740,394
+ Agreed Forfeiture Judgement in the same amount $53,740,394
Total of $107,480,788

Fun Fact: Based on her $65/per month prison salary = it would take
over 120,000 years to pay back the city

She spent less than 8.5 years (43% of her sentence) in prison before
being released in mid-2021 to serve the remainder of her sentence in
home confinement at her brother’s 80 acres in Dixon.



What happened to the City of Dixon?

Various avenues to recover stolen funds

e Sale of Assets (Rita’s property, horses & vehicles)
® [nsurance Claims
e Civil Lawsuits (Rita, Auditors, Bank)

e Bankruptcy Proceedings
How much was paid in Attorney Fees?

Unknown Impact (Delayed Projects/Reputation)?



Dixon Civil Suit Settlement

CliftonLarsonAllen

$35.15 million

| . |
e —

FIFTH THIRD BANK

$3.85 million

JANIS CARD & ASSOCIATES

$1 million




2. Interesting Fraud Facts



2020 Global
Study on

Occupational
Fraud & Abuse

TYPICAL
FRAUD CASE

causes a

14 MONTHS 1095 of
before 88,3[][]

detection per month




What do you believe
Is the most common
initial detection of
fraud?



slido

most common Initial

What do you believe is the
o -
detection of fraud?

o) Click Present with Slido or install our Chrome extension to activate this
poll while presenting.



https://www.sli.do/features-google-slides?interaction-type=TXVsdGlwbGVDaG9pY2U%3D
https://www.sli.do/features-google-slides?payload=eyJwb2xsVXVpZCI6IjNmOGU5YTllLTEyNTUtNDZiMC05YzhiLTk2YjkyNzY4MmYyYiIsInByZXNlbnRhdGlvbklkIjoiMXlsbnNMc2JTczdwc1JmT19UcW5BeUtYcGlpMkwxajRqMVBJUG0wVlFTMTAiLCJzbGlkZUlkIjoiU0xJREVTX0FQSTM1MDE3ODE3OF8wIiwidGltZWxpbmUiOlt7InNob3dSZXN1bHRzIjpmYWxzZSwicG9sbFF1ZXN0aW9uVXVpZCI6Ijc0YWRjNWZkLTI0MmUtNGRlNC1hNjc1LTVhNDdhNjVjNmE3MSJ9LHsic2hvd1Jlc3VsdHMiOnRydWUsInBvbGxRdWVzdGlvblV1aWQiOiI3NGFkYzVmZC0yNDJlLTRkZTQtYTY3NS01YTQ3YTY1YzZhNzEifV0sInR5cGUiOiJTbGlkb1BvbGwifQ%3D%3D
https://chrome.google.com/webstore/detail/slido/dhhclfjehmpacimcdknijodpjpmppkii

—_ 43[%] OF SCHEMES WERE DETECTED BY TIP
2020 Global |

Study on

----------------- and half of those tips
came from employees

Occupational

FraUd & Abuse were each used E:d

@ whistleblowers in —
33%

OF CASES




A lack of internal
controls contributes
to how many fraud
cases?

A.All of them

A. 7

A. 7

A. %



A lack of internal controls
contributed to nearly

2020 Global
Study on 1/3 OF FRAUDS

Occupational
Fraud & Abuse

CERTAIN FRAUD RISKS
WERE MORE LIKELY IN
SMALL BUSINESSES

THAN IN LARGE
ORGANIZATIONS:

Billing fraud .__.__________________ Z2X HIGHER
Payroll 2X HIGHER

Check and payment
tampering 4X HIGHER




2020 Global
Study on

Occupational
Fraud & Abuse




2020 Global
Study on

Occupational ! |
Fraud & Abuse 315[],[][][] 385,[][][]

Median loss Median loss

Men committed 72%
of all occupational fraud,
and also caused
larger losses than women




3. Internal Controls used by
Oldham County Water District



Key Internal Controls
Used by Oldham
County Water District

Preventative Controls

Segregation of Duties and
Authorization procedures

® 2 approvals of each invoice & 2
board members approve weekly
payment batch prior to payment

® 2 signatures required on all checks
Above are different from the staff that

can create checks or enter transactions
in system



Key Internal Controls
Used by Oldham
County Water District

Preventative Controls (cont.)

Segregation of Duties and
Authorization procedures

e Different person deposits checks
& cash to bank

e Background Checks on employees
(hiring & periodically)

® Bank requires a Resolution by
governing body to set up account

® Required Vacation



Key Internal Controls
Used by Oldham
County Water District

Preventative Controls (cont.)

Segregation of Duties and
Authorization procedures

® Insurance - Bonding
employees/board

® User access rights and permissions
in accounting/utility system

e Physical Security Measures (locks,

cameras)
O Lock Check Stock



Key Internal Controls
Used by Oldham
County Water District

Detective Controls

Reconciliations and audit

Cash is reconciled each month by a
separate person then who makes
deposits

Bank Statements are accessible by
more than the person completing
the reconciliation

Board Treasurer reviews
Reconciliation of approved
payment batches to the Check
Register each month.



Key Internal Controls
Used by Oldham
County Water District

Detective Controls (cont.)

Reconciliations and audit

® General Journal Entries are
reviewed

® Independent Auditors



Key Internal Controls
Used by Oldham
County Water District

Corrective Controls

Correcting Entries and Process
Improvements

® Password Reset

e Data Restoration from backups in
event of a loss



Who is responsible
for internal controls?



slido

Who do you think is
responsible for internal
controls within your
organization?

o) Click Present with Slido or install our Chrome extension to activate this
poll while presenting.



https://www.sli.do/features-google-slides?interaction-type=TXVsdGlwbGVDaG9pY2U%3D
https://www.sli.do/features-google-slides?payload=eyJwb2xsVXVpZCI6IjYwMjhkYjIyLWM4OTItNGRlNy1iMTAzLTA4ZjgzNWEyNTFmZiIsInByZXNlbnRhdGlvbklkIjoiMXlsbnNMc2JTczdwc1JmT19UcW5BeUtYcGlpMkwxajRqMVBJUG0wVlFTMTAiLCJzbGlkZUlkIjoiU0xJREVTX0FQSTE2MDU1NzI5ODBfMCIsInRpbWVsaW5lIjpbeyJzaG93UmVzdWx0cyI6ZmFsc2UsInBvbGxRdWVzdGlvblV1aWQiOiIwY2FkYzcxMy1jZmE5LTQ3YjctODFiNy01ZmNjZWJhYTI4MWIifSx7InNob3dSZXN1bHRzIjp0cnVlLCJwb2xsUXVlc3Rpb25VdWlkIjoiMGNhZGM3MTMtY2ZhOS00N2I3LTgxYjctNWZjY2ViYWEyODFiIn1dLCJ0eXBlIjoiU2xpZG9Qb2xsIn0%3D
https://chrome.google.com/webstore/detail/slido/dhhclfjehmpacimcdknijodpjpmppkii

CONCLUSION

Trust but Verify

Good Internal Controls are VERY IMPORTANT,
poor Internal Controls area HUGE RISK




Discussion/Questions?



OLDHAM COUNTY
DISTRICT

Duties & Responsibilities
of Board Members

March 18, 2025

. s A 4}‘;\:;‘?(‘,".._;0,"\ ; ;{;‘.;(». N Y Y §
SO S I g o T R e




Duties &
Responsibilities of
Board Members

Damon R. Talley, General Counsel
Kentucky Rural Water Association, Inc.
Stoll Keenon Ogden PLLC

damon.talley@skofirm.com
270-358-3187







I

DISCUSSION TOPICS

Paying Bills
Budget
Board Meeting

Indemnification
. Oversight Role
. Specific Duties









Paying Bills
* KRS 74.050

= Board Adopts Policy

= Minimum Requirement

» lreasurer and
> One Other Commissioner



Paying Bills

= Who Signs Checks?

> KRS Is Silent
» Board Has Discretion

= One or Two Signatures?
= Review by Full Board



Budget



BUdget
Reqguired by KRS 65A.080(1)
Post on DLG \Welsite
Periodic Review of Budget

Amend as Necessary.

Post Amended Budget on DLG
\Website



BUdget

“No moneys shall be expended
from any source except as
provided In the originally adopted
Or subseguently amended budget.”

KRS 65A.080(1)



Budget
Review Actual $ to Budget $

Amend Budget Iif Needed
When?

» October Meeting

» December Meeting

Upload to DLG Website



Board Meetings

e




Board Meetings

m Preparing for .
m Conducting . . .

B Documenting . . .
(Minutes)



Regular Meetings

m  Adopt a regular meeting
schedule

> Set time, date and location

B |nform the Media (radio, print,
television)

B |nform the Public (bills, weBbsite,
newsletter)



Preparing
for
Meetings



“Give me six hours to chop
down a tree and | will spend
the first four sharpening the

b

dXe.




RPreparing; o Meetings

B Develop an Agenda
»> Chalmman
> Manager

B Prepare an Infermation Packet for
Board Members

»> Delivered in advance (between
woe days and one week)



Board Packet

B Contents
> Meeting Agenda
»> Minutes of prior meeting

»> Operatioenal,  Managerial
& Financial Reports

> Other Infermation



Conaduct off Meetings

m Follow the Agenda

m Use Parliamentary. Precedure

m \oting by Chairman or President
B Abstaining from Voting

B Public Comments

m Clesed (Executive) Session



ABSTAINING
FROM
VOTING




WHY  Abstain?

B Avolid conflict of Interest

B Avold being removed from
office for vielatingr KRS 74.020(3)

(Participating 1 officiall action wWhich
results 1 direct financial benefit to
CommiISSIGNEr)

B Avoid appearance ofi Impropriety.



HOW.: to: Abstain

1. Alert Chairman or Presiding
Officer In advance

2. Announce Intent te abstain and
a brief reason as soon as
Chalrman anneunces the agenda
tem [Disclese Conflict]

3. Leave the room before

discussion starts Cont.



HOW. to Abstain ...

Stay out off the reom untii AETER
Vote has been taken and announced

Fellew-up  withr  Secretary (o ensure
that Minutes disclese your conflict and
decument your albstention



Duties ofi a Boarnd

1. Specific
2. General



Example off SPECIfic: DUties

= Adopt Budget
= Periodically Review Budget

« Amend Budget as Necessary



General buties: ofi a Boearnd

1. Oversight
2. Oversignt
3. Oversignht



@versignt

B |Methed
»> Stay Informed
> Adopt Policies
> Reguire Reports



REPOILS

B Different Types
B Jallored to Fit

B Board Action Regquired?



IVPES Ol REPOILS

Financial
Operational
Managerial
Other



Financial Repoernts
B Check Register

B Monthly Inceme & EXxpense
> Debt Service Transfer
> Depreciation Transter

B Comparisons & Trends
> Prior Year

> Budget
B Balance Sheet



Operationall REPOItS
Water Preduction (Purchases)
Line Loss

New Customers

Turn-Ofis

Others



Managernalh REPOILS

Safety

HUuman RESOUICES
Special Projects
Policy: Implementation

Others (e.g. Overtime Hours)



Reponts lTallereds ter Fit

B |ine Loess

> Actual Cost in $
B Specific Needs
B Understandanle

B You Are The Boss



Board Action” REqUIKEA?

B Usually: Not
> Manager Presented . ...
> Board Recelved . . ..

B Sometimes YEes
>  Audit
> Committee Report



Special MEEetings
B \Whoe calls a special meeting?
B Notice of meeting

> Board Members, Media,
General Public

B Agenda-— action limited to
agenda items

B How much advance notice IS
required?



MINUTES




Whatt Are MINUTTES?

m  Official Record

m Much, Much More . . .



EXCenpt From™ MinUtes

‘Motionr was made by.
Commissioner X and seconded
by Commissioner Y to hire
Commissioner Z te perferm Water
ine Inspections on the Knob Hill
Project at an hourly rate of $20.”



ANHOIUN @ = o A POUND

i ofi CURE
PREVENTHOIN

e
L EiI
P I

TR A} i




Board Minutes

m A Board “speaks only through
ItS minutes.”

m \War Stories:

> Ownership of water line and
Service of disputed territory

> Careless Conversations



Rreparation: o Minutes
Who prepares minutes?

> Board Secretary or Staif
Who edits minutes?
> Staiff or legal counsel

Are meetings recorded on audio
and/er Video?

Signing eff Minutes
Appreval efi Minutes



ADJOURNIVIEIN]

There being no further bUSINESS tor come: betore the
meeting, motion. was made by Commissioner
Steven Douglas and seconded by CommisSIoner

Henry Clay to adjourn the meeting. Motion carried
Unanimoeusly.

Respectiully;submitted,

BY:

Henny: Clay, SEcretany.

ABRAFHANMLEINCOLEN WATTER
DISTRICH)

DATE APPROVED:
BY:

Jefferson Davis, Chairman



Approval Of Minutes

I'hereby: certify that the feregeing Minutes
were duly appreved by the Board of
Commissieners of the Abraham Lincoln \Water

District at a meeting held on the date shewn
pelow:

ABRAHAM LINCOLN WATER DISTRICT
BY:

JEFFERSON DAVIS, CHAIRMAN
DATE APPROVED:




Board Minutes

A complete set of APPROVED
Minutes: SHALL be maintained at
the utility office for Inspection by
the g@enerall public, regulators,
customers, and the media.



Board Minutes

When are the Minutes considered
N “final form’ and available for
public INSpection?

After Approval at
Next Meeting



Reselution

B Resolution vs. Minutes
> TIme IS of Essence

> Bond Resolution
> Rate Increase
> 39 Party Needs Copy



Minutes

What MUSHF Be Included?

m Board Member Attendance

m Official Actions



Minutes

What: SHOUILLD Be Included?

B Board Member Attendance

B Acknowledge Guests (Visiters)

m Official Actions

B Acknoewledge Receipt of Reports
> PSC Inspection Report

Cont.



Minutes

What: SHOUILLD Be Included?
B Summarize Some Discussions

B (oot Your Own Horn




Minutes
feeting Your ©Gwn Horm

m Give Yourself Credit
> Best Tasting Water”
> Wooden Bucket Award
> AWOP Award
> Governor's Safety Award



How much information SHOUL D
be Included In the MINUTES?




Minutes

How MUCH IS tee MUCH?

B No definitive answer
B Art not a science

Cont.



Minutes ...
How MUCHNIS toe MUCH?

B Guidelines .
> Minutes are NOT a transcript

> Minutes are NOIr the
Congressional Record

> Include rationale for action
taken It It might aveld lawsuit



“‘Conversations are
NOT official actions
of the Board.”

Virgimia W. Gregg
Former PSC Staffi Attorney.



WHY Include Summarny: of
Conversations n Minutes?.

B Document Board's Due Diligence

(e.g. Use of safety equipment; Training
of Staff re confined space entry)

B Document Board's Oversight

Role (e.g. Implementation of ID' Theft
Prevention Pregram)

B Avoid or Win Litigation






Talley's Tips

Prepare Minutes for a Reader: . ..

. Who did noet attend the meeting.

. Who will not read the Minutes until
at least one year later.

. Who Is employed by PSC.

. Who will access Minutes via WAWWAN.



Indemnification



KRS 411.200 Immunity.

Any person who serves as a director, officer,
volunteer or trustee of a nonprofit
organization . . . , and who IS not
compensated for such services on a salary
or prorated equivalent basis, shall be
Immune from civil liability for any act or
omission resulting in damage or injury . . .,
If such person was acting in good faith and
within the scope of his official functions and
duties, unless such damage or Injury was
caused by the willful or wanton misconduct
of such person.



Indemnification

= Adopt Resolution

* Hold Harmless
»> Legal Fees
» Judgments
> FInes
» Court Costs



Indemnification

= Requirements
» Good Faith
> Best Interests of District

= Exceptions
> Willful Misconduct
> \Wanton Misconduct



OVersignt
REIE



To Govern...
plo)i

...\Manage



General buties: ofi a Boearnd

1. Oversight
2. Oversignt
3. Oversignht



©OVversignt

= Good Board Members
» Do Not Run the District
» See That It Is Well Run
» Avoid Making Day-to-Day Decisions

» Give Friendly Counsel & Advice to
Manager (CEO)



Rele of

ComMMmMISSIONEnRS



SPECIfic Duties: off a Board

Hire, evaluate and
compensate a Manager (CEO)

Adopt Policies
Adopt and Amend Budgets
Adopt Leng-range Plans

Adopt Rates, Rules &
Regulatiens (Tariffs)



Individuall Beard: Members . . .

... act In the best
INTErESt Off the Uity



SPECIC DUties or
Boeard MemBErS

Stay Informed

Attend meetings regularly
Perferm: tasks assigned by Beard
Support decisions of the Board
Keep Board matters confidential
Avold Conflict of Interest



Board OffiCers
Offices ofi a \Water: DIstrict
KRS 74.020(5)
Chairman
Vice Chalrman
SEcretany
TFreasurer
Others




Duties off Officers

Chairman

Preside over meetings

Prepare meeting agendas

Call' special meetings

Execute documents approved by Board
Perform other duties assigned by Board
Approve Disbursements (KRS 74.050)
Perform other duties specified In
Bylaws



PDuties off Officers

Vice Chairman
No' statutery duties (Water District)

Preside over meetings In absence of
Chairman

Perform other duties assigned by Board
Approve Disbursements (KRS 74.050)

Perferm other duties specified In
Bylaws



DULIES' Off OffICEers
Secletany

Cause the Minutes ofi all meetings
[0 be prepared

Act as custodian of official records
Authenticate official records

Perform other duties assigned by Board
Approve Disbursements (KRS 74.050)

Perferm other duties specified In
Bylaws



PDuUties o OfCers
Tireasurer

m Cause all funds to e disbursed
according to law and precedures
adopted by Board (KRS 74.050)

B Perferm other duties assigned
by Boarad

B Perform other duties specified In
Bylaws



Action By Individual
Boeard Members @utside
ot MEEetings

m Officers
m Other Board Members



Legall Standard: ol Care

The “PIG” Rule

If It seems “piggish® to you, it probably is!

...S0 keep your snout In your own trough!




Legal Standard: ofi Care
Water: [DIStrict

No statutory standard of care but the
case law standard requires...

m Good faith
B Reasonable care and diligence

m Acting within the Scope of authority

The statutory standard of care for water
assoclation directors IS Instructive for
water districts and utility commissions.



Legall Standardi o Care

Waters Assoeciations: (KRS 2735.21.5)

A" Director: shallhdischarge nis
dUtIES:
B IR goed faith
B On an ‘informed basis”

B In the best Interests of the
Association



“Informed Basis” KRS 273.215(2)

A director shalll be considered to
discharge his duties oen an Iinformead
pasis Iff he makes, with the care an
ordinanly prudent person In a like
position would exercise under similar
clrcumstances, Ingquiry. Inte  the
pusIiness and affairs of the corporation
OF Inte a particular action te be taken
O decision to be made.



Legall Standard: ofi Care

Reliance oninfeormation: KRS 273.215(3)

A director Is entitled te rely on Infermation,
opIinioNs, reports or statements, Including
financial statements and other financial data,
i prepared or presented by:

Officers or employees of the corpoeration
whoem the director honestly: believes to be
reliable and competent;

Cont.



Legall Standard: ofi Care

Reliance on'Infermation: KRS 2735.215(8)

B |Legal counsel, public accountants or other
EXperts as te matters the directer hoenestly.
pelieves te be within that expert's area of
expertise; or

B A committee of the board of directors of which
he IS not a member If the director henestly.
pbelieves the committee merits confidence.




fegall Standard: off Care

Exceptions may be made In
Instances  where  a  director
possesses  speclal  knowledge
that Indicates alternative action IS
prudent and necessary.




ﬁ
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HISTORICAL
BACKGROUND



CURRENT DEFINITION OF “UTILITY”

“Utility” means any

person except . . . a

city, who owns, controls, operates, or
manages any facility used or to be used for

or in connection wit
developing, pum
distributing, or furnis

n . . . [t]he diverting,
0ing, impounding,
ning of water to or for

the public, for compensation

KRS 278.010(3)




Simpson County Water Dist. v.
City of Franklin (1994)

* 1963 Contract (S0.21/1,000 gals rate —

changes OK if applied to both wholesale
& retail)

* 1986 Contract Revision sets rate at $S0.84
per 1,000 gals. for 5 years

* 1990: Franklin raises rate to $1.35 per
1,000 gallons




Simpson County Water Dist. v.
City of Franklin (1994)

* 1991: Franklin raises rate to $1.67/1,000
gallons

* Simpson County refuses to pay increases

* Franklin brings action to collect unpaid
amounts & to declare contract void

* Simpson District: Courts lack jurisdiction -
PSC must approve rate increase




Simpson County Water Dist. v.
City of Franklin (1994)

KRS 278.040(2):

The jurisdiction of the commission shall
extend to all utilities in this state. The
commission shall have exclusive jurisdiction
over the regulation of rates and service of

utilities, but with that exception nothing
in this chapter is intended to limit or restrict

the police jurisdiction, contract rights or
powers of cities or political subdivisions.



Simpson County Water Dist. v.
City of Franklin (1994)

KRS 278.200:

The commission may, under the provisions of this chapter, originate,
establish, change, promulgate and enforce any rate or service standard

of any utility that has been or may be fixed by any contract,

franchise or agreement between the utility and any city,
and all rights, privileges and obligations arising out of any such

contract, franchise or agreement, regulating any such rate
or service standard, shall be subject to the jurisdiction and
supervision of the commission, but NO such rate or service
standard shall be changed, nor any contract, franchise or

agreement affecting it abrogated or changed, until a hearing

has been had before the commission in the manner
prescribed in this chapter.




Simpson County Water Dist. v.
City of Franklin (1994)

HOLDING:

KRS 278.040: PSC may restrict City’s contract rights in
area of utility rates & service

e Cities are generally exempted from PSC regulation
because they are not “utilities”

e KRS 278.200 specifically addresses contracts
between a city & a utility

KRS 278.200 requires hearing before PSC before such
contracts can be changed




PROCEDURE FOR MUNICIPAL
WHOLESALE RATE ADJUSTMENT



NOTICE OF RATE ADJUSTMENT

 Municipal Utility Must Give Notice of Rate
Change to

— PSC
—Wholesale Customer

* Notice must be made at least 30 days prior to
the proposed increase

e Notice must conform with 807 KAR 5:011




NOTICE TO PSC

* File Tariff Sheet

— Name of Wholesale Customer (if not a uniform
rate)

— Proposed Rate

— Effective Date (30 Days From Date of Filing)
— Name & Signature of Authorized Official

— Proof of Notice to Wholesale Customer

— Tariff Sheets Are Available from PSC Website

* Electronically Submitted




NOTICE TO WHOLESALE CUSTOMERS

807 KAR 5:011, §8(4) governs
* Proposed Effective Date
* Date Filed with PSC

* Dollar & Percentage Amount of
Proposed Change




NOTICE TO WHOLESALE CUSTOMERS

* Effect on Average BiIll
* Location of Filing for Examination
* Right to Intervene

* Right to Comment on the Proposed
Rate




CONTRACT NOTICE REQUIREMENTS

* Contract Notice Requirements still apply

* Required notice in excess of 30 days
should be given prior to filing with PSC
unless the Contract provides otherwise

e Strategic Considerations: Running out
the clock vs. lost review time




NOTICE TO WHOLESALE CUSTOMERS

* PSC has previously required strict
compliance with notice regulation

* Acceptable Methods of Notice: Mail -
Personal Delivery - Newspaper

 Mailed/Delivered/Published NLT Date of
Filing
* Notice to the Public is NOT required




ADDITIONAL DOCUMENTS

e Cost-of-Service Study OR Rate Study
* Financial Reports

* Historical Narrative

* Explanation for Increase

* Ordinance Establishing New Rates

* Wholesale Customer’s Statement of No
Objection/Waiver of Hearing




PSC’S RESPONSE

* Posts proposed contract/rate to PSC
Website

* Reviews for compliance with filing
requirements

* |f filing requirements are met, PSC
must act before proposed effective
date




PSC’S RESPONSE

KRS 278.190: Before a rate becomes
effective, PSC may suspend
operation of that rate for 5 months
beyond its proposed effective date to
further review

* Waits for comments/objections
* May request additional information




WHOLESALE CUSTOMER’S OPTIONS

* No Response Required
* Notice of No Objection
* Request PSC Review/Investigation

* |dentify Specific Areas of Concern or
Objections




STANDARD FOR PSC INVESTIGATION

* Does a customer object to the proposed
increase?

* Does the propose rate/rule conflict with
existing PSC regulations/rulings?
— Rate Indexing (Case No. 2006-00067)

— Service Practice that conflicts with PSC
Regulations (Case No. 2001-230)

YES — Suspend NO — No Action (Rate Takes Effect)




PSC INVESTIGATION: PROCEDURAL RULES

Following the [Supreme] Court’s decision in
Simpson County, the Commission has allowed
city-owned utilities to file rate adjustments by
a tariff filing, and if a hearing is requested and
the Commission suspends the proposed rate,
the requirements, and procedures set forth in
KRS Chapter 278, and the Commission’s
regulations apply equally to filings by a city-
owned utility or a jurisdictional utility.

Case No. 2017-00417, Order of 7/12/2018




PSC INVESTIGATION: PROCEDURAL RULES

* Formal Proceeding Established

* Proposed Rate Suspended For 5
Months

* Scope Of Review: Reasonableness Of
Rate

* Burden of Proof on Municipal Utility




PSC INVESTIGATION: PROCEDURAL RULES

* Proposed Rate May Be Assessed
After 5 Months subject to refund

 Final Decision Due Within 10 Months
Of Filing (Case No. 2006-00403)

* Extensive requests for information
possible

* Written Testimony required




PSC INVESTIGATION: PROCEDURAL RULES

* No cost-of-service study required
(But Recommended)

* Intervening Parties not required to
present testimony or participate in
proceedings




PSC INVESTIGATION: PROCEDURAL RULES

* Hearing
—No opening/closing statements
—Cross-examination only
—PSC Staff participates
* Decision issued within 240-280 days
* Agreement terminates Investigation




Municipal Utility Files Proposed Rates
With PSC & Provides Notice To
Wholesale Customers (Minimum 30

Any Party May Petition for
Rehearing Within 20 Days After
PSC Issues Final Order

Maximum Suspension Period (5 Months)
Ends — Utility May Place The Proposed

Rate Into Effect Subject to Refund
PSC Must

Respond to
Petition
within 20
days or
Petition Is
Deemed
Denied

Days Notice to PSC)

Proposed Rate Becomes
Effective On Proposed Effective
Date Unless PSC Suspends

PSC Must Issue Final Order
If PSC Fails to Issue Final Order,
Proposed Rate Becomes Effective By
Operation of Law

F+180 Day

Municipal Utility Files Written Testimony
Parties & PSC Conduct Discovery
Wholesale Customer May File Written Testimony
Hearing/Submission of Briefs
Parties May Submit Settlement Agreement

F+300 Day F+323 Day*{|F+343 Day*

Wholesale
Customer May
Request PSC
Investigation of
Proposed Rate &
Intervene in the
PSC Proceeding

PSC May Enter A Final Order At Any Time




APPEAL PROCESS

* Request Rehearing NLT 23 days after
Order’s Issuance

* PSC Must Rule Within 20 Days of
Request

e Action for Review in Franklin Circuit
Ct NLT 23 days of Rehearing Order




APPEAL PROCESS

* Party May Bring Action For Review
NLT 33 days of Initial Order Without
Requesting Rehearing

* Appealing Party Must Demonstrate
that Order is Unlawful or
Unreasonable




RATE CASE PREPARATION
AND MANAGEMENT



COMMUNICATIONS



PRE-FILING DISCUSSIONS

* Explain reasons for rate adjustment
* Provide supporting data/documents
* Negotiate before filing the rate with PSC

e Supplier should consider any objections
& critiques of supporting data

e Customer should voice all reasonable
objections and concerns




CONTRACT REVIEW

Limitations on frequency of rate
adjustment

Contract formula?
Notice Requirements

Is wholesale rate tied to retail rate
adjustment?

Other Concerns




RATE CASE PREPARATION

* Assemble documents/materials necessary
for response to 15t PSC Info Request

* Obtain a working knowledge of PSC
process

* Research potential issues
* Begin tracking rate case expenses

* Retain attorney & rate expert & include
them in preparation & negotiations




IF AGREEMENT IS REACHED

* Wholesale customer’s agreement should be in
writing

* Ask for/prepare Wholesale Customer’s letter
stating no objection to proposed rate

* Include Acknowledgement of Notice & Waiver
of right to a hearing

* File Letter/Acknowledgement with tariff sheet




COST OF SERVICE STUDY



WHAT IS A COST OF SERVICE STUDY?

e Used to determine the cost of providing
service to customer groups based upon
each group’s water use characteristics
and service requirements

* Used to determine a supplier’s cost of
providing service to a wholesale
customer




BENEFITS OF A
COST OF SERVICE STUDY

* Produces critical information about
Muni’s cost to serve all customer groups

* |dentifies the specific cost to serve a
wholesale customer

* Allows assessment of the applicant’s case
for rate adjustment prior to proceeding

* Facilitates rate negotiations




PSC VIEW OF COST OF SERVICE STUDY

“The Commission is of the opinion that a cost-
of-service study is a valuable tool to developing
fair, just and reasonable rates. It provides a
thorough analysis of a utility’s expenses and

revenues and serves as a starting point for
ratemaking.”

Case No. 2009-00373, Order of 7/2/2010 at 7.




TIME TO PREPARE
COST-OF-SERVICE STUDY

“ITlhe better practice in municipal rate adjustment
proceedings is for the applicant to undertake and
complete its cost-of-service study prior to filing notice of
its proposed wholesale adjustment. Regardless of
whether the municipal utility chooses to strictly adhere to
the study’s results, the study provides critical information
regarding costs for the wholesale supplier and customer
that, if widely known, is likely to result in agreement on
prospective rate adjustments.”

Case No. 2009-00373, Order of 7/2/2010 at 9.




TIME TO PREPARE
COST-OF-SERVICE STUDY

“We place . . . all municipal utilities on notice that,
in future proceedings where a municipal utility has
failed to conduct such studies prior to the filing of
its proposed rate adjustment, the additional
litigation costs incurred by all parties will be a factor
that will be considered in assessing the
reasonableness of the costs related to an “after-
filing cost-of-service study.”

Case No. 2009-00373, Order of 7/2/2010 at 9.




MUNICIPAL TAKEAWAYS

* Consider performing COSS as part of rate case
preparations

* |f study recently performed (< 5 years), across
the board rate adjustment may be appropriate

* Provide wholesale customer with copy of
COSS and access to COSS preparer




CUSTOMER TAKEAWAYS

Request a copy of the COSS from Supplier

Request opportunity to question COSS
preparer

Closely review the COSS’s assumptions to
determine if realistic

If assumptions are unrealistic, propose
alternative assumptions

Consider retaining own expert to review COSS




TEST PERIOD



TEST PERIOD

* A consecutive 12-month period

* Generally the 12 month-period
reflected in the utility’s most recent
annual report or audit.




TEST PERIOD

 PSC: Pro forma adjustments based on
budgetary projections are neither known nor
measurable and should be disallowed

* Actual FY2016 used — most adjustments based
upon FY 2018 budget rejected

* PSC based salary/wage expense on current
wages & salaries




TEST PERIOD

 Employee retirement expense based on
current CERS contribution rate (Not FY 2016)

* Depreciation based upon existing facilities
(including post-test year construction)




TEST PERIOD:
MUNICIPAL TAKEAWAYS

Use the most current year as test period

Do not base adjustments upon budget
projections

Inflation factors unlikely to be accepted
Time Rate Filing with completion of audit

If major construction projects in progress,
consider completion date




TEST PERIOD:
MUNICIPAL TAKEAWAYS

* Implement wage/salary changes NLT rate filing
date

* Review operations for all known and
measurable changes




TEST PERIOD:
CUSTOMER TAKEAWAYS

* |dentify use of budgeted amounts or
assumptions

e Can “Matching Principle” be applied to
proposed adjustment?

* |dentify the use of inflation factors




DEPRECIATION



DEPRECIATION EXPENSE

e City’s proposed depreciation expense based
on internally developed schedule of useful
lives

e Customer; Depreciation should be calculated
using NARUC mid-point instead

* Use of NARUC mid-point reduced depreciation
expense by $168,648




DEPRECIATION EXPENSE

* No evidence offered in support of City’s
schedule of useful lives

e City conceded issue for current proceeding,
but reserved right to challenge future
proceedings




PSC POSITION ON DEPRECIATION

Utility bears burden of proof to demonstrate
appropriateness of its useful lives

In absence of evidence to the contrary, mid-point on
NARUC Guide will be used

PSC is skeptical of expert testimony questioning the
use of NARUC Guide

Consistent use of NARUC Guide mid-point since
2016 in all cases — jurisdictional & municipal utilities

No successful challenge in last eight years




DEPRECIATION:
MUNICIPAL TAKEAWAY

Compare your useful lives to NARUC Guide mid-
point when calculating proposed rate

f significant difference, determine if any support to
justify continued use of current useful lives

Retain engineer to assist in analysis & to prepare
evidentiary support for present useful lives

Perform cost-benefit analysis of accepting NARUC
mid-point vs. cost of litigating issue

Consider adjustments to useful lives when
developing proposed rate




DEPRECIATION:
MUNICIPAL TAKEAWAY

 Tactical Consideration: Request rates based upon
current useful life revision, but consider conceding
ISsue In negotiations or PSC proceeding

« Make no permanent concession but reserve right to
challenge in future proceedings




DEPRECIATION:
CUSTOMER TAKEAWAY

Request & examine Muni’'s depreciation
schedule

Compare Muni’s useful lives to NARUC
Guide mid-points — note variances

Highlight significant variances at each stage
of proceeding

Depreciation on debt-financed assets Is
Inappropriate; requires customer to pay 2X




FRINGE BENEFITS



FRINGE BENEFITS

e City in FY 2017 achieved 22.3% (S54,144)
reduction in employee health insurance costs

e PSC ordered disallowance of $130,767
(S76,623 more than savings)

* Reason for disallowance: Employees not
required to pay a portion of the costs of single
health insurance coverage




PSC POLICY

* PSC reviewing employers’ contribution
for health insurance cost

* |If employer’s contribution (%) exceeds
BLS estimate of national average,
recovery for excess DENIED

* PSC encouraging utility policies requiring
employees to pay portion of health &
dental insurance costs




BLS: Estimate of National Average

Coverage

Family

Single

Average

68/32

80/20

Private
Industry

67/33

79/21

State & Local
Government

71/29

86/14




MUNICIPAL UTILITY TAKEAWAYS

e Use Good Procurement Practices

— Request Bids/Seek cost estimates from
various providers annually

— Document costs/efforts to reduce costs

 Determine the amount of likely disallowance
prior to filing and if cost-effective to contest
likely disallowance

* If not cost-effective, still document the record




MUNICIPAL UTILITY TAKEAWAYS

Compare Total Compensation Cost vs.
Other Regulated Utilities/Municipal
Utilities

Offer comparisons of benefits/costs by

other regional/state utilities (Use
KRWA/KLC Surveys)

Provide evidence on local labor markets

Emphasize unique aspects of your
workforce




MUNICIPAL UTILITY TAKEAWAYS

e Consider differences between the quality of
your insurance coverage & National Average
Policy (e.g. deductibles, benefits)

* Propose use of BLS State/Local Government
Category or Private Firm Utility or KY State
Contribution Rate

e Argue for use of different study to determine
National Average (e.g., Kaiser Family
Foundation)



CUSTOMER TAKEAWAYS

* Conduct discovery on employee’s
required contribution for the cost of
health, vision, and dental insurance

* Argue for application of the PSC’s rules on
fringe benefits




PSC AUTHORITY TO MANDATE
EMPLOYEE CONTRIBUTION

 Employer Contribution is a matter of
managerial (Board) discretion

* PSC jurisdiction limited to ratemaking

 PSC CANNOT restrict what employer pays
for employee health insurance

 PSC CANNOT mandate employees
contribute to health insurance cost




FREE WATER






FREE WATER SERVICE

* City provided 3,700,000 cf of water to City
for sludge disposal service

* Not disclosed in initial testimony
* Revealed in responses to discovery

e Total Cost: $92,500

e Estimated Cost of Sludge Disposal:
564,980




FREE WATER SERVICE

* Customer: Revenue Requirement should
be reduced to reflect water transfer

* City: Water revenues should be increased

by $92,500; Treatment costs increased by
S64,980

e PSC: Water revenues increased by
592,500



FREE WATER SERVICE:
MUNICIPAL TAKEWAYS

e Muni will not be allowed to recover cost
related to free services in wholesale rate

 |dentify all free services

* City government should pay at minimum
actual cost of service

* |In-kind transactions should be avoided




FREE WATER SERVICE:
MUNICIPAL TAKEWAYS

* Execute separate agreements for the
provision of in-kind services

* Water service to City should be metered
or measured



FREE WATER SERVICE:
CUSTOMER TAKEWAYS

* Request information on all services
provided to various city departments

* Ensure a cost is assighed to such service &
revenue requirement calculation reflects
imputed income from such service

e Other services may be provided (e.g.,
billing and collection services for
sewer/garbage/911 operations)




RATE CASE EXPENSE



PAST PRECEDENT

e US Supreme Court (1939): “the utility should
be allowed its fair and proper expenses for
presenting its side to the commission

e City of Owenton (1998): City entitled to
recovery regardless of when requested

e City of Danville (2015): City must provide notice
of proposed recovery in its notice to PSC



RATE CASE EXPENSE PROPOSAL

Separate charge to recover reasonable
rate case expense

PSC determines “reasonable level”
Recovery over 36 Months

Equal Installments

Notice contains example ($72, 000)
Actual Expense: $162,696




PSC RESPONSE

* Level of rate case expense “excessive”
* Limits Recovery to $72,000

 Compares City’s expense to Customer’s
Expense to determine reasonableness

 Magnitude of Rate Case Expense to
Requested Revenue Increase




PSC RESPONSE

* City had “duty to reasonably manage & control
its expenditures” based upon original estimate

* City failed to give notice of actual amount
* Re-notice when estimated level exceeded



MUNICIPAL TAKEAWAYS

Surcharge is most effective means of rate
recovery

Must be identified in initial notice

If estimate of costs used, base estimate
on robust litigation from PSC & customer

Estimate will likely serve as cap
Consider “actual costs” ILO estimate




MUNICIPAL TAKEAWAYS

* Avoid re-notice for increased expense
level — resets statutory clock

* Require Attorney to provide detailed
Invoices

* Be prepared to address comparisons with
customer’s expense level




CUSTOMER TAKEAWAYS

* Request and review Muni invoices
* Argue for longer recovery period

e Remember: Assessed rate case expense
can be recovered through PWA




QUESEE)NS ?

.
|

damon.talley@skofirm.com tina.frederick@skofirm.com
270-358-3187 859-231-3951




Water District Commissioner Training
March 18, 2025

Jason Pennell
Kentucky Rural Water Association

What to Expect During a PSC Inspection



Today’s Topics

Division of Inspections
Inspection Process
Areas of Concern
Water Loss



PSC Mission Statement

= To foster the provision of safe and reliable service at a
reasonable price to the customers of jurisdictional utilities
while providing for the financial stability of those utilities by
setting fair and just rates, and supporting their operational
competence by overseeing regulated activities.



Water and Wastewater Utilities Under PSC Jurisdiction

Investor-owned utilities
Water districts
Water associations

Municipal water utilities BUT only the wholesale rates for water
sold to a utility under full PSC jurisdiction

Wastewater utilities — No municipalities™

4 KRS 278.010(3) excludes “a city” from the definition of a “Utility”



Division Of Inspections

Director Staff Attorney

Gas Pipeline Safety Program
Manager

Utility Safety Investigator IV

Electric
Utility Safety Investigator IV

Utility Safety Investigator IV

Electric
Utility Safety Investigator IV

Utility Safety Investigator Il
Telecom/Electric
Utility Safety Investigator IV Vacant
Vacant
Utility Safety Investigator IV
Wastewater
Utility Safety Investigator lll

Utility Safety Investigator Il

Utility Safety Investigator | Water/Wastewaten

Vacant
Utility Safety Investigator Il

Utility Safety Investigator | Water/Wastewater

Vacant



Regulated Water Utilities

" |n 2023, the PSC received annual reports from 116 of 138
drinking water utilities throughout the state serving residential,

commercial and industrial customers:
»5 Investor-Owned — AMB $ 65.97
» 17 of 20 Water Associations — AMB S 43.85
»94 of 112 Water Districts — AMB S 51.57
» 731,206 Customers

= S 471,384,883 Total Revenues
. 632 349 509,000 gallons sold

- 2023 annual reports submitted to the Kentucky Public Service Commis



Regulated Wastewater Utilities

" |n 2023, the PSC received annual reports from 32 of 53
wastewater utilities throughout the state serving residential,

commercial and industrial customers

= 36,644 Customers

= Total Revenues S 26,062,601
» Residential AMB - S 44.87
»Commercial AMB - $ 97.32
»Industrial AMB - S 3,214.60



Improving The Inspection Process

Three investigators for the water and wastewater sectors
IRS database

Standard Operating Procedures

Inspection cycle

As of January 2019, now scheduled annually

Risk Assessment (Water Utilities)

Now collaborating with the Division of Water
» Drinking Water and Wastewater Advisory Councils
» Data sharing — Boil Water Advisories



Risk Assessment

= Seven Metrics
» Number of deficiencies last inspection
» Unresolved deficiencies
» Excessive water loss %
» Management/employee turnover
» Inspector’s subjective knowledge
» Construction activity
» Elapsed time since last inspection

" Higher point value will warrant more attention



Inspection Process

Contact utility to set inspection date(s)
Utility is provided a document list and inspection checklist
Internal records review
» Case history
» Annual Reports/Water Produced/Purchased/Loss
» Previous Inspections
Go through inspections checklist, reviewing utility documentation at office
» Line break logs
» Fire Dept. usage
» Pressure charts
» Facility self-inspections (plant, tanks, manholes, etc.)



Inspection Process cont.

" Field Review
» Plant
» Tanks
» Pump/lift stations
» Construction projects
» Safety/Security

= Exit Interview
" |nspection provided to utility approximately 30 days later



Inspection Process cont.
Full internal review of inspections by executive staff and the

commissioners
Frequent internal discussion on cited deficiencies
Utility given 30 days to respond to deficiencies

Failure to respond or to correct deficiencies will result in initiation
of formal action

» Informal Conference

»Show Cause Hearing



Areas of Concern
Water loss*™

» Water Districts — 34.54% or 103 billion gallons
» Water Associations —22.16% or 31 billion gallons
» Investor-Owned — 18.12% or 3 billion gallons

Abandonment of Utilities
Infrastructure

Written documentation of facility inspection procedures and
other required records

*Source - 2023 annual report statistics compiled by the Kentucky Public Service Commission



Water Loss

= Excessive water loss will be a primary focus of PSC interactions with
water utilities

V. VV V

PSC’s position is that excessive water loss poses a threat to the utility’s financial
and operational stability & viability

Point of emphasis at PSC training seminars

Water loss exceeding 15% will be cited as a deficiency by water system
Inspectors

Rate cases, purchased water adjustments,

CPCNs and water financing cases will all include language on water loss in
excess of 15%

A utility’s inability or continued inaction to reduce water loss will lead to
greater PSC attention



Water Loss

" Annual Reports are being reviewed to identify utilities with
water loss in excess of 15% (61 systems reported > 15%)

= Deficient utilities will:
= Be cited with 5:066, Section 7 — Standards of Construction

" Receive letter copying water commissioners and where
applicable, the County Judge Executive/Magistrates



Water Loss

“Water loss” means the sum of all water purchased and produced by
the utility less the volume of water:

(a) Sold,;

(b) Provided to customers without charge as authorized by the
utility’s tariff; and

(c) Used by the utillity to conduct the daily operation and
maintenance of Iits treatment, transmission, and distribution systems.



807 KAR 5:095

Section 9. A utility that permits a fire department to withdraw
water from its water distribution system for fire protection and
training purposes at no charge or at reduced rates shall:

(1) Require a fire department to submit quarterly reports
demonstrating its water usage for the quarter; and

(2) State in its tariff the penalty to be assessed for failure to
submit the reports required by subsection (1) of this section.



Commission Orders

" The Commission is placing greater emphasis on
monitoring utilities that consistently exceed the fifteen
(15) percent water loss threshold and strongly encourages
Subject Utility to pursue reasonable actions to reduce its
water loss. Failure by Subject utility to make significant
progress towards reducing water loss may cause the
Commission to pursue additional action with the utility.



Suggestions

" Ensure accurate reporting
= Review and document water loss reduction efforts

" PSC will consider utility requests for surcharges to assist in
financing water loss reduction efforts



Contact Information

Jason Pennell
j.pennell@krwa.org
270-843-2291



STOLL
KEENON
OGDEN

BASIC PROCUREMENT LAW FOR
GOVERNMENTAL WATER UTILITIES

March 18, 2025

Gerald Wuetcher
Stoll Keenon Ogden PLLC
gerald.wuetcher@skofirm.com
(859) 231-3017



Order of Presentation

STOLL
KEENON
OGDEN

KRS 424.260: Bidding Statute

* Local Model Procurement Code
* Cooperative Purchasing

* Statutory Preferences

* Procurement Issues With State and
Federally Fund Projects



KRS 424.260



KRS 424.260(3): Bidding Statute

STOLL
KEENON
OGDEN

No city or district may make a contract,
lease, or other agreement for materials;

supplies (except perishable foods); equipment;
or contractual services other than professional
involving an expenditure of more than $40,000
without first making newspaper advertisement

for bids.



. dUbject to Bidding Requirement

KEENON
OGDEN

Applicable to Purchases exceeding $40,000 of:
* Materials

* Supplies (Perishable Goods Excluded)

* Equipment

e Contractual Services (not professional
services)



— What is a Professional Service?

KEENON
OGDEN

“[A] profession includes any occupation or vocation in
which a professed knowledge of some department of
science or learning is used by its practical application to
the affairs of others, either advising, guiding or
teaching them, and in serving their interests or welfare
in the practice of an art founded on it. The word
implies attainments in professional knowledge, as
distinguished from mere skill, and the application of
such knowledge to uses for others as a vocation.”

City of New Rochelle v. Friedman, 78 N.Y.S.2d 681 (1947)



Professional Service: Examples

STOLL
KEENON
OGDEN

* Legal Services

* Engineering Services

* Architectural Services

* Banking Services

* |Insurance Broker Services

* Accounting Services

* Construction Manager Services



Not Considered
StoLL Professional Services

OGDEN

 Computer Billing Services
* Construction Inspector
* Design-Build Contracts



Threshold Amount: $40,000

STOLL
KEENON
OGDEN

* Bidding Required if total cost exceeds $40,000
* Severing Contract/Project to avoid amount
not permitted

e Supply Contracts: Estimated Need Should be
Used Unless Extenuating Circumstances



Publication of Notice

STOLL
KEENON
OGDEN

* Published in newspaper of general circulation
* Not more than 21 days nor less than 7 days

* Must publish notice even if good faith belief
that only one supplier exists

* Multicounty Districts: Published in Newspaper
of Each County



Notice

STOLL
KEENON
OGDEN

Notice Must Contain:
* Time/place for receipt of Bids
* Description of goods/services sought

* Any special terms
— Where contract specifications can be obtained
— Funding agency requirements
— Award Criteria



Newspaper Qualifications

STOLL
KEENON
OGDEN

e Published in utility’s area
* Principal business office in County of Agency

— Published at least once weekly

— If utility’s area less than county, published in
county

— If no county newspaper, then newspaper in
adjoining county

— Digital newspaper



Awarding Bids

STOLL
KEENON
OGDEN

* Not required to accept lowest bid
* Purpose of statute

— Opportunity for competition
— Basis to compare bids

* |f lowest bid is not accepted, provide basis for
non-acceptance

* Required Preference for Certain Bidders



Failure to Comply

STOLL
KEENON
OGDEN

e No contract exists - Bid award is voidable

* |Injunctive relief available

e Citizen suits permitted to void award and seek
civil penalties

* Civil penalties against utility ($50-$500)
e Attorney Fees awarded for successful actions



Exceptions

STOLL
KEENON
OGDEN

* Emergency Purchases
* Purchases from Federal Government

 State Contract Purchases

» Cooperative Purchases



Conflict of Interest Rules

KEENON
OGDEN

KRS 424.260: None

KRS 74.020: removal of WD Commissioners
voting on matters with direct financial interest

KRS 96.533: removal of City Utility Board
member failing to act in good faith

KRS 65A.070: County/City Code of Ethics apply



LOCAL MODEL
PROCUREMENT CODE



Local Model Procurement Code

STOLL
KEENON
OGDEN

KRS 45A.345-.460

e Voluntary — Local Public Agencies MAY Adopt

* |f Adopted Other purchasing statutes do not
apply

* Requires all contracts and purchases be
awarded by competitive seal bidding



Invitation to Bid: Contents

STOLL
KEENON
OGDEN

e Basis of Award
— Lowest Price
— Lowest Evaluated Price

* Objective Measurable Criteria For Award (if
Lowest Evaluated Price)

* Reciprocal Preference for Resident Bidders



Notice of Invitation

STOLL
KEENON
OGDEN

* Adequate Public Notice Prior to Bid Opening
* Alternative Publication Methods:

— Posting on Internet
— Publication in Newspaper of General Circulation

* Notice: At least 7 days before bid opening

* Contain Time & Place of Bid Opening
* Contain Time & Place to Obtain Bid Specs



Bid Award

STOLL
KEENON
OGDEN

* Public opening
* Award to responsive bidder with lowest bid
price or lowest evaluated bid

* Reciprocal preference applied to lowest
evaluated bids

* |f no responsive bids or all greater than
available funds, noncompetitive negotiations
may be used



Competitive Negotiations
cevon Permissible

OGDEN

* Unable to develop specs sufficiently specific to
permit award based on LB or LEB

* Sealed Bidding is inappropriate:
— Available sources limited
— Time & Place of performance undetermine

— Law regulates Price
— Price cannot be fixed in advance

* Sealed Bid prices unresponsive/unreasonable



Competitive Negotiations:

STOLL

Notice

OGDEN

Requests for Proposals
Use Competitive Bidding Methods

Any Other Means to Notify Adequate Number
of Qualified Sources to Permit Reasonable
Competition

RFPs must indicate Factors Considered,
Relative Importance & Reciprocal Preference



Competitive Negotiations:

STOLL

Discussions

OGDEN

May be oral or written
Held with ALL responsible offerors

May not disclose any info derived from
competing proposals

Discussion of revised proposals must be
discussed with all offerors



Competitive Negotiations:
oo Award

* Must be based upon evaluation factors in RFP
e Standard: Most advantageous to the Agency

* Must be in Writing to responsible offerer



Noncompetitive Negotiations

STOLL

Permissible

OGDEN

Emergency — Public Harm resulting from delay

Single Source within reasonable geographic
area

Contract for services of licensed professional
Purchase of perishable items

Contract for replacement parts

Purchase of proprietary items for resale



Noncompetitive Negotiations

STOLL
KEENON
OGDEN

Purchase of su

Permissible

pplies at public auction or by

receiving sealed bids

Insurance

Contract for sale of supplies at reduced prices

that will afforc

a purchase at savings

Contract with
arrangements

orivate real estate developer w/
for sanitary sewer/stormwater



Small Purchases

KEENON
OGDEN

* Purchase under $40,000 may use small
purchase procedures ILO bidding

* Agency must have developed such procedures
* Procedures must be in writing

* Procedures must be available for public
Inspection



Other LMPC Provisions

KEENON
OGDEN

Agency must make reasonable inquiry/written
determination re: responsibility of bidder

Bidder must submit sworn statement on non-
violation of campaign finance laws

Suppliers may be prequalified as responsible

Agency has right to inspect contractor’s plant
or place of business



LMPC Conflict of Interest Rules:
«o.  Breach of Ethical Standards

OGDEN

 Employee participation in procurement
decision in which:

— Employee/Family member has financial interest

— Business or organization in which
employee/family member is officer, director,
trustee, partner or employee is a party

— Any person, business, or organization w/whom
employee or FM is negotiating employment is a

party



LMPC Conflict of Interest Rules:

STOLL
KEENON
OGDEN

Breach of Ethical Standards

e Offering or giving any agency employee or
former employee a gratuity or offer of

emp

oyment in connection with procurement

or administration of contract

* Emp

oyee or former employee soliciting,

demanding, or agreeing to accept gratuity or
offer of employment in connection with
procurement or administration of contract



LMPC Conflict of Interest Rules:
«o.  Breach of Ethical Standards

OGDEN

 Making any payment, gratuity, or offer of
employment by or on behalf of a
subcontractor to the prime contractor or
higher tier contractor or associated person as
an inducement for the award of a subcontract
or order

* Any current or former employee knowingly
using confidential information for his actual or
anticipated personal gain



LMPC Conflict of Interest Rules

STOLL
KEENON
OGDEN

* Conflict of Interest provisions must
conspicuously set forth in every contract &
solicitation

* Value of anything transferred or received in
breach of ethical standards may be recovered

* Agency may recover value of any kickback may
by subcontractor to prime contractor or
higher tiered subcontractor



WHICH IS BETTER:
KRS 424.260 OR LMPC?



COOPERATIVE PURCHASING



STATUTORY PREFERENCES



PROCUREMENT ISSUES
WITH STATE AND FEDERALLY
FUNDED PROJECTS



QUESTIONS?



STOLL

Contact Information:

Gerald E. Wuetcher
Stoll Keenon Ogden PLLC
300 W. Vine Street, Suite 2100
Lexington, Kentucky 40507
gerald.wuetcher@skofirm.com
(859) 231-3017



Relations with the Public
Service Commission

Best Practices for Maintaining Positive
Interaction

March 18, 2025

Tina Frederick
Stoll Keenon Ogden PLLC
tina.frederick@skofirm.com




Under Discussion
. Challenges faced by Commission and Staff

2. The importance of reading, understanding, and
following Commission Orders

Common Mistakes

When and how to reguest an expedited
decision

What to expect once an application is filed
Compliance with regulatory filing deadlines







Challenges Faced by PSC and
Its Staff

1. The only licensed engineer at the
PSC is the Executive Director.

2. Reduced Staff
« 2003: 135 Employees

« 2024: 94 Employees (Up from a
low of 65 In 2018-2019)




Challenges Continued

3. Employee Turnover
- Institutional Memory Lost/Less Continuity
- Less Experienced Workforce
- New Division Leaders 2023 - 2024
- New General Counsel
- New Director of Financial Analysis
- New Director of Division of Inspections
4. Tighter Budgets- fewer training opportunities, BUT
- Commission Is addressing this
- Utilizing less expensive on-line training
- Bringing retired former staff back as
consultants to facilitate training




Challenges Continued

5. Increase in Siting Board Cases

- “Solar Farms” built by private industry
not public utilities

6. Subject matter becoming more complex
/. Number of cases

- Steady at greater than 400 cases
filed every year.

8. Adoption of KRS 278.019

- Imposed an 8-month statutory
deadline




Read, Understand, and Follow
All Commission Orders

« Even routine (PWA) Orders may contain
provisions they have not contained in the past

« Make sure Utility management reads EVERY
Order and sends it to ALL Commissioners
— Not just the Chairman

— Keep regulatory email address up to date and check it
regularly

— Consider automatically forwarding email coming to
the regulatory email address to all Commissioners




Commission Orders Continued

Make sure to read all the way to the end.
» Does the Order require the utility to do something?
 When?
* Do you understand what is being asked of your
utility?
« Seek your attorney’s input sooner rather than later

Most filings at the Commission must be made by an
attorney. There are exceptions.




Commission Orders Continued

Do what the Order requires, when it is
required.

o If there Is truly some extenuating
circumstance making compliance by the
deadline impossible, inform the
Commission sooner, rather than later.

— Ask your attorney to file a Motion for an
Extension of Time.




Common Mistakes

~ailure to Read Applicable Statutes and

Fallure To

Regulations

Review And Follow Filings Checklists

Fallure to Review Past PSC Decisions

Failure To

Provide PSC With Adequate Time

For Review

Assuming PSC Knows Past History/Relevant

Facts




Common Mistakes Continued

Assuming Documents From Another PSC Case,
the PSC’s Division of Inspections, Or Another
Agency Are In The Record Or Are Available To PSC
Legal Staff

Assuming the PSC Staff Is Aware of The Relevant
Issues (Local/National/Industry)

Failure To Give Proper Notice
No Sighature
No Attorney/Unprepared Attorney



Common Mistakes
Tariff Filings

No Signature On Tariff Sheets
No Effective Date

Fal

Fai
Fai

ure to Use Correct Tariff Format
ure To Give Proper Notice
ure to Adequately Explain Reasons for

Proposed Rule Or Rate AND to Document
Those Reasons GOAL: AVOID SUSPENSION




To Avolid Tariff Filing Mistakes

Download/Use PSC Forms

Provide Signature/Effective Date

Notice — Timing (Provide at least 30 days

Notice)
Cover Letter Should Provide Len

othy

Explanation for Rate/Rule

Provide Supporting Documents (What Would

Staff Want/Need To Know?)




Common Mistakes

Certificates of Public Convenience and Necessity

Unsigned, undated plans and specs
Timing — “We need an Order By Next Week!”

Failure to Explain the Need for the Construction

— Even with something like replacing AC waterline, don’t assume
Staff will know why this is needed.

Failure to Consider and Describe the Available Alternatives/Least
Cost Alternative

Failure to Explain Project’s Financing

Compliance with Bidding Statutes




Avolid CPCN Delays/Denials

« Make sure your attorney reads and understands
the Statutes,

— KRS 278.020

» Governs CPCN applications
* Do the exceptions in KRS 278.020(1)(a)(3) apply?

— KRS 278.300
« Governs financing applications
* And the Regulations

— 807 KAR 5:001, Section 15 (CPCN Applications)
— 807 KAR 5:001, Section 18 (Financing Applications)




Avolid CPCN Delays/Denials

* Make sure engineering plans, specs and
drawings are stamped, signed, and dated.

* Thoroughly explain the need for the project
— What is the problem

— Provide documentation of the problem
— Consider filing testimony of Manager/Chairman




Avolid CPCN Delays/Denials

MUST discuss alternatives considered
— Describe the alternative.

— Explain why the alternative you are pursuing
IS the best alternative.

— Explain how the project will be financed even
If you are not also applying for financing
approval.

— State the effect on rates.




Getting an Expedited Order

« Have realistic expectations

— Orders in 30 days or less are usually just not
possible unless filing under KRS 278.023 (federally
funded projects)

— Clearly state the date by which you need the Order
on the first page of the application. Put the date In
Bold.

— Explain why the Order is needed by that date
 Bids expiring?
* Another reason?




Expedited Orders

» Restate the request for an Order by a certain
date in the prayer for relief. Put the request In
Bold.

* Once the application is filed and you get the “no
deficiency” letter, consider contacting the
Executive Director or the General Counsel and
letting them know the application was filed with a
request for an expedited Order



Application Processing
Expectations

Deficiency/No Deficiency Letter
— Cure any filing deficiency as soon as possible

— If you do not understand the stated reason for the
deficiency, contact the Executive Director/General
Counsel

Procedural Schedule
— Used more than in the past

Data Requests
— Expect to get them!




Application Processing
Expectations

* Data Requests
— Respond completely and on time.

— If there is good reason why a response by the due
date is not possible, have your attorney file a
motion explaining why and requesting additional
time.

— If you have some responses ready to file but need
more time for the rest, state that in the motion
and file what you have ready.



Filing of Annual Reports

« Commission has become very strict regarding the March
31 deadline

— Speak with your auditor/accountant or person
responsible for filing. Just because they have always
filed in June and not had a problem, does not mean
that will be acceptable now.

— Do not file blank reports

— Request extensions in writing, addressed to the
Executive Director.



Annual Reports

 |f you have been ordered to file a rate case
using a particular year’s annual report, or by a
date by which the annual report for the most
recent calendar year is due:

— Make EVERY effort to file the annual report by the
regulatory deadline of March 315t

— Do not assume an extension will be granted for the
annual report or the rate case.




General Recomendations

= Know your utility’s history at the Commission

= Before filing an application, check the
Commission's recent decisions In similar cases
* Processing timeline?
« Amount and type of data requests?

* Any language in the final Order that would guide
you?



General Recommendations

= Be candid with staff and the Commission.

= Use the Filings Checklists on the Commission’s
website.

= Remember, the Commission is a regulatory agency,
not your enemy



™

QUESTIONS?
&/f

I

Tina.frederick @skofirm.com
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