
ONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 

THE APPLICATION OF MIDDLETOWN WASTE 
DISPOSAL, INC. FOR APPROVAL OF 
FINANCING PURSUANT TO KRS 278.300 

) 
) CASE NO. 2012 - 
1 

STATEMENT AND NOTICE 

Middletown Waste Disposal, Inc. (“MWD”), pursuant to KRS 278.300, hereby 

petitions the Public Service Commission (“Commission”) for financing approval to enter 

into a loan agreement with Chase Bank N.A. In support of its application, MWD 

respectfully states as follows: 

1. MWD is an investor-owned sewer utility that has been engaged in the 

collection and treatment of sewage. It currently provides sewer service to 

approximately 196 sewer customers in Jefferson County in Kentucky. MWD is a 

corporation, and its principal office, place of business, and mailing address is 13005 

Middletown Industrial Boulevard, Suite I, Louisville, Kentucky 40223. 

2. MWD seeks Commission approval to enter into a loan agreement with 

Chase Bank N.A. (“Chase”) to borrow $35,000 loan for a 60-month term, bearing 

interest at a rate of 5.90%, with a monthly payment of $675.02. The agreement and 

amortization schedule are attached herein as Exhibit I. Pursuant to KRS 278.300(1), 

MWD is required to obtain approval from the Commission to enter into this financing 

arrangement. 

3. The proceeds from the proposed loan will be used to provide working 

capital to fund MWD’s operations and to repay MWD’s partners for a $20,000 interim 



loan made in late April and early May of 2012 to fund the emergency replacement of the 

sewage treatment plant’s air header in May 2012. MWD’s original plant, including the 

replaced air header, was constructed around 1981, and the original air header had 

degraded to the point that the plant was no longer operating effectively, requiring 

replacement of the air header. In addition, numerous emergency repairs totaling 

$47,721.44 were made to the MWD plant in 2012, and these emergency and 

nonrecurring repairs were identified and included in MWD’s rate increase application, 

which has been assigned Case No. 2012-00375. Due to the depletion of its working 

capital, MWD requested to borrow approximately $47,000 from Chase, but Chase has 

only approved a loan of $35,000. 

4. MWD’s property consists of a sewage treatment plant, lagoon and the 

land upon which they sit; collection sewers; two lift stations; and other miscellaneous 

and general plant. The original cost of MWD’s property as reflected in the 2011 PSC 

Annual Report on file with the Commission is $613,712, and MWD’s annual reports are 

on file with the Public Service Commission as required by 807 KAR 5006, Section 3(1). 

5. As required by 807 KAR 5:001, Section 6(9), MWD has filed a detailed 

2011 balance sheet and pro forma income statement at Exhibit 2 herein. MWD 

specifically requests a waiver of the requirement to file the balance sheet and income 

statement for a period ending not more than 90 days from the date this financing 

application has been filed. The grounds for this request are that MWD does not 

routinely produce financial statements other than its annual reports which are on file 

with the Commission; that production of more recent statements would result in 

additional expense and undue delay, and would provide no additional benefit; and that 



MWD has included herein the pro forma income statement included in Case No. 2012- 

00375, which reflects MWD’s operations updated beyond the calendar year 201 I. 

MWD also requests that the Commission consider consolidation of this financing case 

with Case No. 2012-00375 if such consolidation would speed resolution of either or both 

cases. 

6. A copy of this filing has been mailed to the Utility Intervention and Rate 

Division of the Attorney General’s office of the Commonwealth of Kentucky. 

7. MVWD has attempted in good faith to comply with the Commission’s 

financing case filing requirements, and believes it has provided sufficient information to 

allow the processing of this case to begin. Therefore, MWD respectfully requests a 

waiver of any filing requirements deemed to be unmet, on the grounds that time is of the 

essence to complete this transaction; that all relevant information has been provided to 

allow the Commission to issue a decision on this matter; and that production of 

additional information would result in greater expense and undue delay with no benefit 

to any party. 

WHEREFORE, the Applicant, Middletown Waste Disposal, lnc., requests that 

the Commission grant to the Applicant its proposal to borrow $35,000 from Chase Bank, 

to be repaid $675.02 monthly over 60 months at an interest rate of 5.90%. 



l \@”vme 29, 2 e  /2 Dated at Louisville, Kentucky this _- 

MIDDLETOWN WASTE DISPOSAL, INC. 

BY 
T , Inc. 

COMMONWEALTH OF KENTUCKY ) 
) ss 

COUNTY OF JEFFERSON ) 
lJ2w4ti, “b4W 

The undersigned, IL:W&- , being duly sworn, deposes and states he is the 
Treasurer of Middletown Waste Disposal, Inc., Applicant, in the above proceedings; that 
he has read the foregoing Application and has noted the contents thereof; that the same 
is true of his own knowledge, except as to matters which are there in stated on 
information or belief, and as to those matters, he believes same to be true. 

IN TESTIMONY WHEREOF, witness the signature of the undersigned on this 
.-&&&il&>\% 

Middletown Waste Disposal, Inc. 
r A . n  w ’3UbJC 
- 

Subscribed and sworn to before me by kani v&) e y q  , Treasurer of Middletown 
Waste Disposal, Inc., on this 1 1  1J.q , 2012. 

My Commission Expires f l l c q  l~i. , OLi, 1 q  . 
-4dt.i K_ iLLU$q& 

Notary Publau 
In and for said County and State 
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CHASE 

November 27,2012 

To Whom It: May Concern, 

This letter is to  serve as confirmation that Middletown Waste Management Inc. is approved by Chase 
Bank N.A. for a $35,000.00 loan at 5.90% for 60 months. Payment: will be $675.02 a month. This offer is 
valid for 60 days from 11/27/2012. Please direct any question to Mitchell R. Koontz, Chase Bank, at 502- 
895-2672. 

J 
Mitchell R. Koontz, Chase Bank M A ,  
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J 

S u m w  - .... ---_ -.-_.--.-- ~ _____. --_- Loan information .""-.- 
Loan Amount , 35.000 00 Rate (per period) 0 492% 

Annual Interest Rate I 5 90% .A Number of Payments 60 
Term of Loan in Years , _- 5 ,  Total Payments 40,501.35 

First Payment Date 1/1/2013' _- Total Interest 5,501.35 
Payment Frequency Monthly; _ _ _  - Est. Interest Savings (0 04) 

Compound Period ! . - Month'yl . 
End of Period Payment Type I ... 

Monthly Payment 675.02 

1 
2 
3 
4 

5 
6 
7 
8 

9 
10 
11 
I 2  
13 
14 
18 
16 
17 
18 
19 
20 
21 
22 
23 
24 

- 

G75.021 j- -... - 0.00' ..I 
0.00: 675.021 ..-.. 

25 
26 
27 
26 
29 
30 
31 
32 
33 
34 

1/1/13 172 08 
211113 169 61 

3/1/13 167.13 
4/1/13 164.63 
5/1/13 162 12 

GI1 / I  3 159.60 
711113 157 06 

el1113 G75.02; 0.00' 154.52 
9l lr l3 151 96 

10/1/13 149.39 
11/1/13 0.0oi 146.80 

144.20 12/1/13 

141.59 1/11-14 675.021 

3/1/14 136.34 
133.69 
131.03 
128.35 
125 66 

4/1/14 
5/1/14 
6/1/14 
711114 
a i i i i 4  122.96 
911 I1 4 120 25 

117 52 
675.021 0 00: 114.78 

112.03 
10926 
106.48 
103.68 

100 87 
98.05 
95.21 
92 36 
89 50 
86~32 
83 72 

--. ! 

&. ..- - ______--. -__* .- -. 

I ., .-.- ~ 

21$/14 675.02 i 33.97 

I 

\II____I_____ - - . - , 
7--- - -  

10/1/14 
11/2/14 

._.- __ 12/1/14 675.02, 0 00; 

1/1/15 
21111 5 
3/1/15 

4/1/15 
511115 

6/1/18 
711115 
8/1/15 
9/1/15 

20/1 I I  5 

675.021 i-, - - .. 0.001 
675 02i 0.001 - 

675 02; 

80 82 
0.OOl 77.90 

35 11/1/15 675 02; .- +-_- ---. 0 !2.i 
... 1 . . 1_ ._ .. . _ .  "..__* _. - , -. 

I 

37 1/1/16 675.021 0.001 74.86 

502.34 
505.41 
507.59 
510.39 
572.90 
515.42 

517.96 
520.50 
523.06 
525.63 
528 22 
530.82 
533.43 
536.05 
538 68 
541.33 
543.99 
546 67 
549.36 
552.08 
554.77 

557.50 
5G0.24 
562.99 
565.76 
568.54 
571 .s4 

574.15 
5'76.97 
579.61 
582 66 
585 52 

588.40 
591.30 
594 2 0  
597.12 

600.0G 

__I___..__..___. 

.- ...,.- -..l ......_._ - 

34,497.06 
33,991.65 
33,483 76 
32,973 37 
32,430.47 
31,945 05 
31,427.09 
30.906 59 
30.853.53 
29.857 90 
29.329 68 
28,798 86 
28,265 43 
27,729.38 
27.1 90 70 
26,649.37 
26,105.35 
25,558 71 
25,009.35 
24,457.29 
23.902.52 
23.345 02 
22,784 78 
22,221 79 

~- - I l_. 

- ~ .-_ - r 

,21,656 03 
21,087 49 
20,516 15 
19,942.00 
19,365.03 
18.785.22 
18,202 56 
17,617 04 

27,02a.w 
16.437 34 
15.843 14 
15.246.02 
14.645 96 

- _,_..." ______.___ 
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ent Balance No. Due 
39 
39 
40 
41 
42 

43 
44 

45 
46 
47 
48 

49 
50 
51 
52 
53 
54 
55 
56 
57 
58 

59 

_.. -.- ..I . ... 

211 I1 G 

3/1/16 
411 I1 6 
511116 
6/1/16 
711 /I li 
8/1/16 
9/1/16 

10/1 /I 6 
11/1/16 
12/1/16 
1/1/17 

2/1/17 
3/1/17 
4/1/17 
5/l/.l7 
6/1/17 
7/1/17 
8/1/17 
9/1/17 

1011 /I 7 
I 1  1111 7 

~ * 1  .^__ 

675 021 0.00 i 

0.001 - . - _-.. *-....-.A 
675.02: 
675.02 I - *  I ' 0.Od 
675 0Z1 .?,.-.I 0.001 , 
675 02 1 --- 0.001 

72 01 
60,04 
66.07 
63 07 
60 06 
57.04 
54.00 
50.95 
47.88 
44.80 
41.70 

35.49 
32 31 
29.15 
25.97 

-....-. I.. .... " . 
38 sa 

22 78 
I 9  58 
16.35 
13.11 
9.86 
6 59 

603.01 14,042.95 
13,436.97 605 98 

GO6 85 12.826 02 
12.216 07 61 4-95 

674.96 12,601 11 
617 96 10,983.1 3 
621 02 10,362.11 
624 07 9.736 04 

(327.14 9,110 80 
630 22 8,480.68 

7.847 36 633 32 
636.44 7,210 92 
639 57 6,571.35 
642.71 5 925 84 
845 87 5,282.77 
639 05 4,633.72 
652.24 3 981 48 
655 44 3,326.04 
658 67 2,667.37 
661 91 2,U06.45 

1,340.30 665 26 
G68.43 671 57 

- -_ - .  , . ,  - ..- 

0 00 
~ - ..- 3 30 671.87 -- " I ..l-_l___ ____ 60 12/1/17 , . 675 17' > ...- o.oo/ 

-i . , . - _ ~ - -  





Middletown WD 2012 Pro Forma 

2011 PSC Report Adjustments Adjusted 

Total Revenues $1 62,976 A. $5,187 $168,163 

Operating Expenses 

Owner/ Manager Fee 0 B. $3,600 $3,600 

Sludge Hauling Expense $6,383 c. $3,975 $10,358 

Electricity Expense $39,933 D. $9,983 $49,916 

Chemicals $3,363 E. $1,859 $5,222 

Testing $1 1,440 0 $1 1,440 

Routine Maintenance Fees $7,980 F. $420 $8,400 

Maint. TreatmenVDisposal Plant $31,050 G. ($1,247) $29,803 

Agency Collection Fee $1,860 0 $1,860 

Office Expense $1,324 0 $1,324 

Outside Services Employed $1 7,690 H. ($4,944) $12,746 

Insurance Expense $7,885 I. $1,658 $9,543 

Misc. General Expense $660 J. $48 $708 

I Rents I $1,200 I K. $600 I $1,800 I 
Total O&M Expenses 

Depreciation Expense 

Amortization Expense 

Taxes Other Than Income 

Income Taxes - State 

Total Operating Expenses 

Net Operating Income 

Interest Expense 

Net Income 

$130,768 $15,952 $146,720 

$1 8,478 L. ($16,391) $2,087 

$20,182 M. $13,044 $33,226 

$7,186 0 $7,186 

$1 75 N. ($175) 0 

$1 76,789 $12,430 $189,219 

($13,813) ($7,243) ($21,056) 

$9,822 0. ($6,068) $3,754 

($23,635) $1,105 ($24,740) 

Calculation of Revenue Requirement 
$189,219 - Operating Expenses 

$215,022 - Subtotal 
3,754 - Add Interest Expense $ 

$21 8,776 - Revenue Requirement 
[$I 68,163) - Less Normalized Operating Revenues 
$ 50,613 - Justified Increase (30% increase) 
$ 33,633 - Requested 20% Phase 1 Increase; $8,408 Phase 2 (5%) Increase 

88% - Divided by 88% Operating Ratio 



otes 

A. Normalized Revenues as determined by the billing analysis. 

6. Owner/Manager Fee Expense was adjusted to include an Owner/Manager 
Fee of $3,600. MWD discontinued paying such fees after the April 2010 rate 
case decision to conserve cash, and the $3,600 adjustment reflects the 
Commission’s decision in that rate case to include a $3,600 ownedmanager fee 
to compensate MWD’s owners for their duties and responsibilities. 

C. Sludge Hauling Expense has increased for the first 6 months of 2012 with the 
new operator. If the normal expense of $5,179 for the first 6 months is 
annualized, the pro forma expense is $1 0,358. 

D. Electricity Expense of $39,933 for 2011 has been increased on a pro forma 
basis by 25% - or $9,983 - to $49,916. MWD’s electricity expense has 
increased significantly since the most recent sewer rate increase in 2010, and 
will continue to increase significantly in the coming years, as explained herein. 

First, at the end of 201 I , the Commission approved an 18% increase in Louisville 
Gas & Electric Company’s electricity rates by 2016 to pay for environmental 
upgrades. This increase is known and measurable, and will occur over the next 
three years. The Commission normally expects utility rates to be effective for a 
3-5 year period, and MWD does not wish to file for annual rate cases to recover 
these increased costs. MWD recognizes that the full 18% increase will not be 
effective immediately, which causes a timing problem. The practical regulatory 
solution to this timing problem is the two-phase rate increase proposed herein. 

Second, on June 8, 2012, Louisville Gas & Electric Co. (“LG&E”) announced 
plans to request a 7% increase in electricity rates to be effective in January 2013. 
Therefore, MWD has included a 7% increase in addition to the 18% increase, for 
a total increase of 25%. MWD recognizes the PSC may not grant LG&E the full 
7% increase requested, but whatever increase is granted should be known and 
measurable by the time the PSC approves new rates for MWD. 

E. Chemicals Expense has increased in 2012. If the normal expense of $2,611 
for the first 6 months is annualized, the pro forma expense is $5,222. 

F. Routine Maintenance Fee Expense has increased by $420 to reflect the new 
operator’s fee of $700 per month, or $8,400 per year. 

G. Maintenance of Treatment and Disposal Plant has been decreased pro forma 
because the 2011 test period included fuel surcharges of $1,247 from the 
previous plant operator, and the new operator doesn’t charge these surcharges. 

H. Outside Services Employed will decrease from the 201 I amount of $17,690 to 



$12,746 in the future. In 201 1, this account included three outside services 
employed - the office manager who was paid $12,645.00, the Kentucky Small 
Utility Consulting consultant who was paid $2,138.48 to assist MWD, and the 
CPA who was paid $2,906.25 for tax and financial consulting services. The new 
Treasurer replaced the office manager at a retainer fee of $900 monthly, and his 
services will reduce the CPA’s annual fee to $1,946 on a pro-forma basis. 

I. Insurance Expense will increase if a revenue increase is granted, as was 
recognized in the last rate case. The current policy’s liability premium is $5,816, 
and a 25% rate increase results in a premium of $7,474, a difference of $1,658. 

J. Miscellaneous General Expense will increase by $48 to reflect the new 
telephone and Internet charge of $59 per month. 

K. Rent Expense has increased to $150 per month from the test year amount of 
$1 00 per month, or an annual increase of $600. 

L. Depreciation Expense has been reduced by $16,391 to reflect the depreciation 
expense allowed in MWD’s most recent rate case in April 2010. 

M. Amortization ExDense has been increased by $13,044 for two expense 
classifications. Most importantly, it has been increased by $9,544 to recover 
over 5 years the cost of several nonrecurring emergency repairs and 
replacements totaling $47,721.44 required in 2012 to keep the plant operational. 
The most significant of these charges was $24,296.78 to replace and extend the 
original plant’s air header, and to replace many of the original diffuser drops. 
The original air header was leaking on a constant basis, resulting in patchwork 
fixes and repeatedly high maintenance bills that ultimately proved to be 
inadequate. Other repairs and replacements were made to the electrical 
wiring, dechlorination equipment and lift station equipment; and two large sludge 
hauling bills totaling over $4,000 were incurred to haul sludge that had settled 
and accumulated in that plant over several years. Invoices for these charges 
are attached herein. 

Second, MWD has included an estimated $10,500 in rate case legal expenses 
for this case, which if amortized over three years results in annual amortization 
expense of $3,500. MWD hopes to avoid this expense entirely if at all possible, 
and avoiding this expense would benefit not only the utility - which has poor cash 
flow - but also its ratepayers. In MWD’s last rate case it spent much more than 
$10,500 on legal fees related to the rate case, and MWD respectfully requests 
that the Commission and its Staff provide whatever assistance and procedural 
flexibility is necessary to avoid a similar outcome in this case. 

N. Income Taxes - State of $175 have been removed for ratemaking purposes. 

0. Interest Expense of $9,822 for the test year has been adjusted by $6,068 for 
two reasons. First, it was reduced by $8,932 to include only the pro forma 



interest expense of $890 on the sewage treatment plant land loan, pursuant to 
the Commission’s decisions in MWD’s most recent rate case in April of 2010. 
Second, it was increased by $2,864 to reflect 6% interest on the nonrecurring 
charges discussed in Note L above. MWD has paid nonrecurring charges 
totaling $47,721.44 in 2012 to replace failing plant equipment to keep the plant 
operational. To finance these expenditures, MWD depleted its available cash 
and required its partners to contribute $20,000 in interim financing in late April 
and early May of 2012. MWD wishes to obtain bank financing for these 
expenditures, but any such financing is uncertain - and contingent upon MWD’s 
ability to show it has additional revenue from a rate increase to repay the loan. 
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BALANCE SHEET 

ASSETS AND OTHER DEBITS 
-- ___I- 

Line 
Balance Balance 
First Of Last Of 
Year Year No. 

1 

Total Current and Accrued Assets.. ....... $ ‘33 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11. 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

DEFERRED DEBITS 

Ilnamortized Debt Discount and Expense (181). .. 
Extraordinary Property Losses (182) ........... 
Other Deferred Debits (183). .................. 

IJTILITY PLANT 

Utility Plant (101-109) 
Less: Accumulated Prov. For Depreciation 

I 

I 

....................... 
And Amortization of Utility Plant (110) ..... 

Net Ut.ility Plant ............................. 
OTHER PROPERTY AND INVESTMENTS 

Nonutility Property (121) ..................... 
Less: Accum. Prov. For Depr. And Amort. 

Of Non-utility property (122) .......... 
Net Nonutility Property .................... 

Other Investment (124) ........................ 
Special Funds (125) ........................... 

$___-__-- 
$ 
$- sq ’ 3 B  

Total Other Property & Investments.. ..... 
CURRENT AND ACCRUED ASSETS 

Cash and Working Funds (131) .................. 
Temporary Cash Investments (132) .............. 
Notes Receivable (141) ........................ 
Customer Accounts Receivable (142) ............ 
Other Accounts Receivable (143) ............... 
Accim. Prov. For Uncollectible Accts.-Cr.(.l44) 
Notes Receivable From Assoc. Companies (1451.. 
Accounts Receivable From Assoc. Companies(l46) 
Materials and Supplies (150) .................. 
Prepayments (166) ............................. 
Other Current and Accrued Assets (170). ....... 

Total Deferred Debits.. .................. 

TOTAL ASSETS AND OTHER DEBITS 

s 

$ E$q, 36s ---I $ 69,. (e? 

$ 2 ~ j 9 4 - 7  $ /C;t,S70 _. -- - 

s 3 2 9  

$ 37,375 

I 

-2- 



BALANCE SHEET 

L i n e  
N o .  
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
1 4  
15 
16  
17 
18 
19 
20 
2 1  
22 
23 
24 
25 
26 
27 
28 
29 
30 
3 1  
32 
33 
34 
35 
36 
37 
38 
39 
40 
4 1  
42 
43 
4 4  
45 
46 
47 
48 
49 
50 

.--- 

LIABILITIES  AND OTHER CREDITS 

EQUITY CAPITAL 

Common C a p i t a l  S t o c k  (201) .  ................... 
Preferred C a p i t a l  Stock (204)  ................. 
O t h e r  P a i d - I n  C a p i t a l  (207) ................... 
Discount on C a p i t a l  Stock (213) ............... 
C a p i t a l .  Stock E x p e n s e  (214) ................... 
A p p r o p r i a t e d  R e t a i n e d  E a r n i n g s  (215) ......... 
Unappropriated R e t a i n e d  E a r n i n g s  (216) ........ 
N o n - C o r p o r a t e  P r o p r i e t o r s h i p  (218) ............ 

T o t a l  E q u i t y  C a p i t a l  .................... 
LONG TERM DEBT 

B o n d s  (221)  ................................... 
A d v a n c e s  From A s s o c i a t e d  C o m p a n i e s  (223) ...... 
O t h e r  L o n g  T e r m  Debt (224)  .................... 

T o t a l  L o n g  Term D e b t . . . . . . . . . . . . . . . . . . . .  

CURRENT AND ACCRUED LIABILITIES  

Notes P a y a b l e  (231) ........................... 
Notes Payable t o  A s s o c i a t e d  C o m p a n i e s  (233)..  . 
A c c o u n t s  P a y a b l e  t o  A s s o c .  C o m p a n i e s  (234) .... 
C u s t o m e r  Deposits (235) ....................... 
T a x e s  A c c r u e d  (236) ........................... 
Interest  A c c r u e d  (237) ........................ 
O t h e r  C u r r e n t  and A c c r u e d  L i a b i l i t i e s  (238) ... 

T o t a l  C u r r e n t  and A c c r u e d  L i a b i l i t i e s  ... 

A c c o u n t s  P a y a b l e  (232) ........................ 

DEFERRED CREDITS 

A d v a n c e s  f o r  C o n s t r u c t i o n  (252) ............... 
O t h e r  Deferred C r e d i t s  (253) .................. 
Accum. Deferred Investment T a x  C r e d i t s  (2551.. 

T o t a l  Deferred C r e d i t s  .................. 
O p e r a t i n g  R e s e r v e s  (261-265) .................. 
C o n t r i b u t i o n s  i n  A i d  of C o n s t r u c t i o n  (271) .... 

ACCUMULATED DEFERRED INCOME TAXES 

Accum. D e f .  Income T a x e s  - A c c e l .  Amort (281) .  
Accum. D e f .  Income T a x e s  - L i b .  A m o r t  (282) ... 
Accum. D e f .  Income T a x e s  - O t h e r s  (283) ....... 

T o t a l  Accum. Deferred I n c o m e  T a x e s .  .... 
TOTAL LIABILITIES  AND OTHER CREDITS 

B a l a n c e  
F i r s t  Of 

Year 

s 

B a l a n c e  
I L a s t  O f  I 

$ z,cX.c=, 
s 

I ‘  I 

s 
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