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ENERGY AND ENVIRONMENT CABINET

Public Service Commission

(Amendment)

807 KAR 5:076. Alternative rate adjustment procedure for small utilities.

>

STATUTORY AUTHORITY: KRS 278.030; KRS 278.040; KRS 278.160; KRS 278.180;

RELATES TO: KRS Chapter 278.

KRS 278.185; KRS 278.190; KRS 278.310; KRS 278.380.
NECESSITY, FUNCTION AND COQIFORMITY: This adminis e regulation

provides a simplified and less expensive procedure fo
apply to the commission for rate adjustments [inereases}]. A small utility may apply for
rate adjustments using the formamlined in. 807 KAR 5:001, Section 10
[Shapter-5] or by usin

is intended to minimize the nee

ieh] small utilities to [may]

A 4
edure prescribed in this administrative regulation which

r formal hearings, to reduce filing requirements, and

ir-many-cases-to shorten the time period. bet application and commission order.
Section 1. Utilities Permitted to File Application. Any utility with [500-erfewer

or less gross annual revenue in_the immediate

past calendar year may ly for an adjustment of rates using the procedure in_this

requlation [ . The applicant shall have maintained adequate financial
records fully separated from any commonly-owned enterprise and shall have on file with
the commission fully completed annual reports for the immediate past year and for the
two (2) prior years if the applicant has been in existence that long.

Section 2. The Record upon which Decision Will Be Made. Unless a hearing is

held the commission shall make its decision based on the:
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Q) )] Annual reports of the applicant for the immediate past year and for
the two (2) prior years, if the applicant has been in existence that long;

(2) [b)] Application;

(3) [¢e)] Information supplied by the applicant in response to requests for

information submitted by other parties to the proceeding or [the-intervenors—and] the

commission; [and}

(4) [¢&hH] Written reports submitted by coﬁmission staff [subsegquent-to-field

review-one-(1)-is-conducted]; p \
@rties and commission staff,

(5) Stipulations and agreements between
and ‘
(6) Written comments and_infor _that the parties to the proceeding

4
indings and recommendations contained in any written

submitted in response

report that commission staff sub

Section 3. Application. (1) The‘icam shall obtain the alternative rate

adjustment application form from the Executive Director of the Public Service

Co sion, 211 So

Service mmission’s
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(2) An application for alternative rate adjustment shall consist of:

(a) A completed alternative rate adjustment application form;

(b) A copy of all outstanding evidences of indebtedness, such as mortgage

agreements, promissory notes, and bond resolutions;

(c) A depreciation schedule of utility plant i}service;

(d) A copy of the most recent state and federal tax returnszplicant, if

applicant is required to file returns;

(e) A copy of the notice of WSed rate change that is provided to
customers of the applicant; and,

(f) If the ap

A ¢
a corporation or a limited»liability company, a certified

copy of its articles<of incorporat and all endments thereto, or a written statement

attesting that its articles and all amend s thereto have been filed with the

commission in a prior proceeding and referencing the style and case number of the prior

ro ing.

Unless ele ic filing procedures are used, the applicant shall submit

one (1) original and fiv paper copies of its application to the executive director of

the commission.

(4) When submitting its application to the commission, the applicant shall also

deliver or mail one (1) paper copy to the Office of Rate Intervention, Office of the

Attorney General, 1024 Capital Center Drive, Suite 200, Frankfort, Kentucky 40601-
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8204 or transmit by electronic mail an electronic copy in portable document format to

the Office of Rate Intervention at rintervention@ag.ky.qgov.

(5) If the application contains certain personal data, including an individual’'s

social security number or taxpayer identification number, or birth date, or a financial

account number, the applicant shall redact the document so the following information

cannot be read:

(a) the diqits of the social security numberﬁ taxpayer identification number;

(b) the month and day of an individual’s birth; and \

(c) the diqits of the financial account numbe

Redaction may be made by any metv d, including but not limited to replacing the
identifiers with neutral placeholders or.co he identifiers with an indelible mark,

A ¢

that so obscures the id at they cannot be read.

(6) An applicant ma ake written request to the executive director for

commission staff assistance in preparing.the ication.

Section 4. Netice to Customers of Proposed Rate Changes.
)

shall ma

If the ap nt h enty (20) or fewer customers or _is a sewer utility, it

ritten notice he proposed rate changes [and-the—estimated-amount—of
] to each customer no later than the date on which the
application is filed with the commission. In addition, the applicant shall post at its place

of business no later than the filed date of the application a sheet containing the

information provided in the written notice to its customers and shall keep this notice

posted until the commission has issued a final decision on the application.
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@  An | : ities—whic! . .
278-185,—an} applicant that has [with} more than twenty (20) customers and is not a

sewer_utility shall post at its place of business a sheet containing the information

>

€)) Include notice with customer bills mailed by the date the application is

provided in the notice to its customers [

-] and shall:

filed; or ’

(b) [¢e}]Publish notice once a

eek for three (3) consecutive weeks in a
prominent manner in a newspaper of genLH' culation in its service area, the first

4

publication to be made te the application is filed.

3) Each/otice shall ain the wing information:

(a) The amount of the change uested in both dollar amounts and

percentage change for each customer classification to which the proposed rate change

will : '
b The present rates and the proposed rates for each customer class to which
ly;

the proposed rates woul

(c) The effect upon the average bill for each customer class to which the

proposed rate change will apply:

(d) A statement that the rates contained in this notice are the rates proposed by

(name of utility) but that, the Public Service Commission may order rates to be charged

that differ from the proposed rates contained in this notice;
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(e) A statement that any corporation, association, or person with a substantial

interest in the matter may, by written request, within thirty (30) days after publication or

mailing of this notice of the proposed rate changes request to intervene; intervention may

be granted beyond the thirty (30) day period;

(f) A statement that copies of the application may be obtained at no charge

from (the name of the utility) at (the utility’s address)<and that.the application and all

documents filed with the Public Service Commission may be viewed and downloaded at

the Public_Service Commission’s website <= www.psc.ky.gov [We—ms

and supporting documents."].

4) Proof of notice. An applicant shall file with the commission no later than

forty-five (45) days from the filed date of the application
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(a) If its notice is published, an affidavit from the publisher verifying the notice

was published, including the dates of the publication with an attached copy of the

published naotice;

(b) If the notice is mailed, a written statement signed by the utility's chief

>

executive officer verifying the notice was mailed.

(5) If an applicant maintains a website, the applicant shall post on its website

within seven (7) days of the filed date of the‘application a notice containing the

information provided in the written notice to its customers and a lin copy of its

keep both posted until the

application posted on the commission’s website ‘and

commission has finally determined{the uiiitv’s rates.
Section 5. Except as provided in 11, no applicant shall be required to

vance notice’ of its intent:to file an application for rate

provide the commissio

adjustment using the procedure forth in administrative regqulation.

Section 6. Effective<Date of=Propo Rates. No applicant may place its

proposed rates into.effect until the commission has issued an order approving those

rat six (6) months th e of filing of its application, whichever occurs first. If

the commission has not issued its order within six (6) months from the date of filing of

the application, the ap t may place its proposed rates in effect subject to refund

upon providing the commission with written notice of its intent to place the rates into

effect. The applicant shall maintain its records in a manner to enable it, or the

commission, to determine the amounts to be refunded and to whom is due a refund if

the commission orders a refund. [
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Section 7. Discovery. Unless the commission otherwise directs, a party may

serve written requests for information upon the applicant within twenty-one (21) days of

an order permitting that party to intervene in the proceeding. At the time of serving its

reqguest upon the applicant, the party shall also file<a copy of its request with the

commission and serve a copy upon all other parties. Within twenty-one (21) days of

service of timely requests for information from a party, the applica all serve its

written responses upon each party and shall file wit commission one (1) original

and five (5) copies. Nothing in thi ection shall preclude the commission from
establishing different arrangements for disch.

Section 8. Co

Staff Reporty Commission staff shall prepare and file

with the commission and serve py on all parties of record a report on the application

that contains its findings and‘recommendati regarding the proposed rates. Unless

the commission directs otherwise, each party shall file with the commission a written

res e to the report within en (14) days of the filing of the report. This written

respons hall contain objections to and other comments on the findings and

recommendations. of co ssion staff, any request for hearing or informal conference,

and the reasons why a hearing or informal conference is necessary. If a party fails to

file a written response with the commission within this time period, it shall be deemed to

have waived any objections to the findings and recommendations contained in the

report and any right to a hearing on the application.
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Section 9 [6]. Notice of Hearing. If the commission orders a hearing, the

applicant shall publish in a newspaper or malil to its customers notice of the hearing give

notice-asrequired-by- KRS-424.300. The notice shall state the purpose, time, place, and

date of the hearing. Newspaper notice shall be published once in a newspaper of

general circulation in the applicant's service area no fewer than seven (7) and no more

than twenty-one (21) days prior to the hearing. [Fhe—hetice—shall-state-the purpose;

Section 10. Utility Personnel Participation in Commission Proc S.
(1) An authorized official or employee of.the cant who is not licensed to

practice law in Kentucky may on behalfﬂi an applicant that is a corporation, partnership

or limited liability company file the application, responses to commission orders and

reqguests for informatio as appear at‘conferences related to the application.

(2) Any applicant that corporation, partnership, or limited liability company

shall at any hearing conducted on therapplic be represented by an attorney who is

authorized to practice law in Kentucky.

ection11. U f Nc Filing Procedures in lieu of Submission of Paper
Docume

> An applic may elect to use electronic filing procedures in lieu of

submission of paper do nts to the commission. At least seven (7) days prior to the

submission of its application, an applicant shall file with the commission written notice of

its election and, if it does not have an account for electronic filing with the Commission,

reqgister for an account at http://psc.ky.gov/Account/Reqister. Upon electing the use of

electronic filing procedures, the following procedures shall be followed in the

commission proceeding on the application unless the commission orders otherwise:
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(1) All pleadings, documents, and exhibits shall be filed with the commission

by uploading an electronic version of the document using the commission’s E-Filing

System at http://psc.ky.gov. In addition, the filing party shall file one (1) original and one

(1) paper copy with the commission.

>

(2) Each file in an electronic submission shall be:

(a) in portable document format;

(b)  search-capable; ’

(c) optimized for viewing over the Internet;

(d) where appropriate, bookmarked to disti sections of the pleading or

document; and, :
(e) if a scanned document, scannba resolution.of 300 dots per inch.

A ¢
(3) All electr issions_shall include anrintroductory file in portable

document format that is named adlst” that contains a general description of the

filing, a list of all materials not included:in the ctronic filing, and a statement attesting

that the’ electronically filed. documents are a true representation of the original

do nts. The “R

st” nd any other document that normally contains a
signatur hall contain ignature in the electronically submitted document. The
electronic version. of th , er letter accompanying the paper filing may be substituted

for a general description. If the electronic submission does not include all documents

contained in the paper version (e.q., confidential materials, materials that are too large

or bulky to transfer by electronic medium), the absence of these documents shall be

noted in the “Readlst” document.

10
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(4) No electronic transmission or uploading session shall exceed 20 files. No

individual file shall exceed 50 megabytes. If a filing party’s submission will exceed these

limitations, the filer shall make its electronic submission in two or more consecutive

electronic transmission or uploading sessions.

(5) When filing any document with the Commission, the filing party shall

certify that:

(a) The electronic version of the filingdis a true and aceurate copy of the

document(s) filed in paper medium;

€
(b) The electronic version of the filing 'been transmitted to the

commission; and,
(c) A copy of the filing in paperxq has been mailed to all parties that the

commission has excus rticipation by electronic means.

(6) Upon‘completion party’s uploading of an electronic submission, the

commission shall cause. an electronic:mail age to be sent to all parties of record

advising<that an electronic submission has been made to the commission. Upon a

par eceipt of this sag hall be the receiving party’s responsibility to access

the commission’s electronic file depository at http://psc.ky.gov and view or download a

copy of the submission.

(7) Unless it states its objection to the use of electronic filing procedures in its

motion for intervention, a party granted leave to intervene shall be deemed to have

consented to the use of electronic filing procedures and the service of all documents

and pleadings, including orders of the commission, by electronic means and shall file

with the commission within seven (7) days of the date of an order of the commission

11
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granting its intervention a written statement that it waives any right to service of

commission orders by United States mail and that it, or its authorized agent, possesses

the facilities to receive electronic transmissions.

(8) If a party objects to the use of electronic filing procedures and the

commission determines that good cause exists to excuse<that party from the use of

electronic filing procedures, service of documents on _that party.and by that party shall

be made in accordance with 807 KAR 5001. >

(9) A document shall be considered timely filed with the co ion if it has

commission within the time

been successfully transmitted in electronic medium t

allowed for filing. The original document, in paper.medium, shall be filed at the
commission’s offices no later than the seMusiness day following the electronic

top of such/submission a paper copy of the electronic

filing. Parties shall att

mail message from the commis confirming transmission and receipt of its electronic

submission.

Section 12. ».The provisions of 807 KAR 5:001 that do not conflict with the

pro s of this ad istra equlation shall apply to commission proceedings

involvin plications file rsuant to this administrative regulation.

Section 13.

Inc ation by Reference.

(1) “Application For Rate Adjustment Before The Public Service Commission

For Small Utilities Pursuant to 807 KAR 5:076,” June 15, 2011, is incorporated by

reference.

12
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(2) This material may be inspected, copied, or obtained at the commission’s

offices at 211 Sower Boulevard, Frankfort, Kentucky, Monday through Friday, 8:00 a.m.

to 4:30 p.m., or through the commission’s website at psc.ky.gov

Section 14 [#]. Upon a showing of good cause, the commission may permit

deviations from this administrative regulation. (

13



DATE:

David L Armstrong, Chairman
Public Service Commission

Leonard K. Peters, Secretary
Energy and Environment Cabinet
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PUBLIC HEARING: A public hearing on this administrative regulation shall be held

on, , 2011, at 9:30 a.m., Eastern Daylight Time, at the Public Service
Commission’s office, 211 Sower Boulevard, Frankfort, Kentucky. Individuals interested
in attending this hearing shall notify this agency in writing by , 2011, five

working days prior to the hearing, of their intent to attend. If no notification of intent to
attend the hearing is received by that date, the hearing may be cancelled.

This hearing is open to the public. Any person who atte‘s will be given an
opportunity to comment on the proposed administrative regulation. A transcript of the
public hearing will not be made unless a written request for'a transcript is made.

If you do not wish to attend the public hearing, youmay submit written comments on
the proposed administrative regulation. ’]

Send written notification of intent to atter‘l the public hearing or Wmments
on the proposed administrative regulation to: j
Gerald E. Wuetcher

Executive Advisor
Public Service Commission
211 Sower Boulevard '

P. O. Box 615 ) 4
Frankfort, Kentucky
Tel: (502)564-3940
Fax: (502)564-7279

")
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REGULATORY IMPACT ANALYSIS
Administrative Regulation #: 807 KAR 5:076
Contact Person: Gerald E. Wuetcher, Executive Advisor

(1) Provide a brief summary of: <

(&8 What this administrative regulation does: This<administrative regulation
provides a simplified and less expensive procedure by which small utilities may apply to
the commission for rate increases. A small utility may apply for rate adjustments using
the formal procedure outlined in 807 KAR 5:001 or by using the procedure prescribed
in this administrative regulation, which is intended to minimize the need for formal
hearings, to reduce filing requirements, and<to shorten the time ﬂbetween

application and commission order. p
(b)  The necessity of this administrative regulatiorlis regulation will assist the

Public Service Commission in timely. reviewing applications for rate adjustment, will
reduce the expense of rate case proceedings, and is necessary to the Public Service
Commission’s authority to regulate the ra small utilities. It provides a structural

framework for using electronic filing procedure small utility rate cases.

(c) How this admi regulation conforms to the content of the authorizing
statutes: KRS 278.030 permits ies to demand and collect fair, just, and reasonable
rates for services. /KRS 278.04 nfers e

sive jurisdiction on the Public Service
Commission to regulate the rates and service all utilities. KRS 278.160 requires all

utilities to file their rate schedules with the. Pu Service Commission and to charge
only rates that are filed with the Public Service Commission. KRS 278.180 -.192
provides.a framewark for utility. rate adjustments. 807 KAR 5:076 permits a simplified
and ively inexpensive s for smaller utilities to obtain Public Service
Com ion approval o ments and thus charge fair, just, and reasonable
rates th lect the actua vice.

ch a
st of

(d) How this admi ative regulation currently assists or will assist in the
effective administration o statutes: It provides a more cost effective and simplified
means for small utilities to apply for rate adjustments. It provides clear guidance to
small utilities on the documents necessary for a rate adjustment and simplifies the
procedures necessary for a rate adjustment.

(2) If this is an amendment to an existing administrative regulation, provide a brief
summary of:

@) How the amendment will change this existing administrative regulation: The

amendment will expand eligibility to use simplified filing procedures from 109 utilities to
187 utilities. Eligibility requirements, which have been unchanged for more than 25

16



years, have been revised to reflect the effects of inflation. Elimination of the eligibility
provisions related to the number of customers will prevent two electric cooperatives,
each of which has annual revenues in excess of $340,000,000, from using the
simplified filing procedures. The amendment clarifies the record upon which the Public
Service Commission should base its decision. It specifies actions that applicants
should take to protect sensitive personal information that may be contained in such
applications. It amends the notice requirements for rate adjustments to conform with
the notice requirements in 807 KAR 5:001 and 807 KAR 5:041. It clarifies when a
small utility using alternative rate filing procedures may place its proposed rates into
effect if the commission fails to make a timely decision. ltprovides a formal framework
for the use of electronic filing procedures and establishes a schedule for discovery and
responses to commission staff reports. The regulation eliminates. the need for an
applicant to include within its application, copies of its annual reports, which are
currently on file with the Public Service Commission, and reduces the n@)f copies

of the application that must be filed. «
(b)  The necessity of the amendment to this admlative regulation: Eligibility

requirements for alternative rate filing.procedures had not been adjusted for the effects
of inflation for 25 years. Current Public. Service Commission regulations make no
provision for the use of electronic procedN)visions related to discovery and the
record upon which the Commission will base its decision are not addressed in existing

regulation and incorporate
regulation’s last amend

lic Service . Commission practices developed since the

(c) How the<amendment forms t e content of the authorizing statutes:
KRS 278.030 permits utilities to.demand and ect fair, just, and reasonable rates for
services. KRS 278.040 confers exclusive jurisdiction on the Public Service
Commission to regulate the rates and services of all utilities. KRS 278.160 requires all
utilities to file their rate schedules with the Public Service Commission and to charge
only that are filed, with Public Service Commission. KRS 278.180 -.192
provi framework f djustments. 807 KAR 5:076 permits a simplified
and re ly inexpensi means for smaller utilities to obtain Public Service
Commission approval of s adjustments and thus charge fair, just, and reasonable
rates that reflect the act ost of service. The proposed amendment eliminates
inefficiencies in the rate stment process and reduces transactional costs for small
utilities that are lessable to afford large rate case expenses and that have less
expertise in the ratemaking process than larger utilities.

(d) How the amendment will assist in the effective administration of the statutes:
Amendment expands the eligibility of alternative rate filing procedures and will allow 78
additional utilities to take advantage of simplified and less costly review procedures. It
implements new measures for the protection of sensitive personal information
contained in applications, reduces the documents that must be filed with the Public
Service Commission and served upon other parties, and allows for the use of electronic
filing and notification procedures that are expected to decrease the time and expense

17



necessary to adjudicate rate adjustment applications.

(3) List the type and number of individuals, businesses, organizations, or state and
local governments affected by this administrative regulation: This regulation will affect
187 water, natural gas, and sewer utilities whose annual gross revenues are $1.5
million or less and their customers.

(4) Provide an analysis of how the above group or groups will be iripacted by either the
implementation of this administrative regulation, if new, or<by the change if it is an
amendment: The proposed Amendment will reduce the_ time necessary for review of
rate case applications and the cost of rate case proceedings and thus lessen or reduce
rate adjustments. It should enhance public awareness of utility rate adjustment
applications made by small utilities. It provides gre;ﬁer certainty and. stability in the
ratemaking process that the Public Service Commission uses for sm tilities. The
proposed amendment generally reflects ad hoc practices with which thN Service
Commission has employed over several years and Wt found to improve and

shorten the review process.

(5) Provide an estimate of how much it. will cost to implement this administrative
regulation:

(a) Initially:  Imple
additional costs.

tation of the proposed-amendment will not involve

(b)  On a continuing basis: additio osts are expected.

(5) What is the source of .the funding.to used for the implementation and
enforcementof this administrative regulation: No additional funding is required.

(6) Provide an assessment o ther an increase in fees or funding will be necessary
to i ent this ad rati ulation, if new, or by the change if it is an
amend : No increase in fees or funding is necessary. No new fees or funding will
be require

(7) State whether or not t dministrative regulation establishes any fees or directly or
indirectly increases any fees: No.

(8) TIERING: Is tiering applied? To the extent that the regulation establishes simplified
procedures for utilities with annual revenues of less than $1.5 million, tiering has been
applied. The Public Service Commission believes that tiering is appropriate because
the operations of smaller utilities are less complex, their recordkeeping practices are
simpler, and amount of documentary evidence to verify their financial operations is not
as great as those of larger utilities. Moreover, given the smaller number of customers
that small utilities have to spread rate case expenses, the use of the same procedures
as used for larger utilities will result in a much larger per customer increase for

18



customers of smaller utilities than those of larger utilities.
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