HazeELrIiGcG & Cox, LLP

ATTORNEYS AT LAW

415 WEST MAIN STREET
Wirriam P. CurrLin, JR. P.O. Box 676
Danpringe F. Warron
JoHN B. BAUGHMAN
RoBeERT C. MOORE
CrayroN B. PATRICE
Sourire N. Wirrrams III

FRANXFORT, KENTUCKY 40602-0676

October 18, 2004

Ms. Beth O’Donnell

Executive Director

Public Service Commission

211 Sower Boulevard

P. 0. Box 615

Frankfort, Kentucky 40602-0615

Re:  Richmond Utilities, LLC
Joint Application for Approval of Transfer

Dear Ms. O’Donnell:

DyrE L. HAZELRIGG (1881-1970)
Lovis Cox (1907-1971)

Fax: (502) 875-7158
TELEPHONE: (502) 227-2271

Please find enclosed for filing in the above referenced case, the original and 8 copies of
the Responses to the Commission Staff’s Data Request submitted on behalf of Richmond

Utilities, LLC.

Yours truly),

st (

Mo

Robert C. Moore

cc: Marty Cogan
Enclosures
RCM/ese



RECEIVE
COMMONWEALTH OF KENTUCKY IVED
0 |
BEFORE THE PUBLIC SERVICE COMMISSION CT 19 2004
PUBLIC SERVICE
In the Matter of: COMMN'ON
3 56

JOINT APPLICATION OF B& H, INC.
AND RICHMOND UTILITIES, LLC

) Case No. 2004-0036"
)
FOR APPROVAL OF THE TRANSFER OF )
)
)

WASTEWATER TREATMENT PLANT TO
RICHMOND UTILITIES, LLC

JOINT APPLICANTS’ RESPONSE TO COMMISSION STAFF’S INTERROGATORIES
AND REQUESTS FOR PRODUCTION OF DOCUMENTS

Come the Joint Applicants, B & H, Inc., and Richmond Utilities, LL.C, and for their
response to the Commission Staff’s Interrogatories and Requests for Production of Documents,
state as follows;

INTERROGATORY NO. 1: At page 3 of the Application, Applicants state that, upon the
approval of the transfer of B & H, Richmond Utilities will have a cash balance in excess of
$20,000.00 for use in the operation of said wastewater treatment plant. Identify the source of the
$20,000.00 cash balance and explain why it will not be available to Richmond Utilities until the
transfer is approved.

ANSWER TO INTERROGATORY NO. 1: Pursuant to the terms of the Assets Purchase
Agreement entered into by Richmond Utilities, LLC, and B & H, Inc., Richmond Utilities, LLC, will
take ownership of the cash proceeds owned by, administered by, or maintained by the Trust created
pursuant to the Trust Indenture dated June 5, 1969, by and between B & H, Inc., Inland Builders,
Inc., and State Bank and Trust Company (Predecessor to Bank One). At this time, the value of the
Trust is $20, 278.54, as set forth in the statement issued by Bank One on September 15, 2004. ( See
trust agreement - Attachment A and statement - Attachment B).

These funds will not become available to Richmond Utilities until the transfer of the



Brocklyn Subdivision Wastewater Treatment Plant and Sewer System has been approved by the
Commission. Subsequent to the Commission’s approval of the transfer, the closing of this
transaction will be held, and the funds in said Trust will be transferred to Richmond Utilities, LLC.
The individual responsible for providing this information is Marty Cogan.

INTERROGATORY NO. 2: Provide a balance sheet, an income statement and a
statement of retained earnings (“Financial Statement”) for Richmond Utilities for the calender year
2003.

ANSWER TO INTERROGATORY NO. 2: Richmond Utilities, LLC, is a Kentucky
limited liability company that was formed on July 16, 2004, in order to purchase the Brocklyn
Subdivision Wastewater Treatment Plant and Sewer System. Accordingly, there are no financial
statements available for Richmond Utilities for calendar year 2003. The individual responsible
for providing this information is Marty Cogan.

INTERROGATORY NO. 3: At page 3 of the application, Applicants state that, *“ Marty
Cogan and Larry Smither, the members of Richmond Utilities, LL.C, have the necessary financial
reserves to loan the limited liability company the funding necessary to assure continued operation
of the plant.”

INTERROGATORY NO. 3(a): Provide financial statements, tax returns, or other
evidence of the financial integrity of Mr. Cogan and Mr. Smither.

ANSWER TO INTERROGATORY NO. 3(a): Current financial statements for Mr. Cogan
and Mr. Smither are attached hereto as Attachment C. The individuals responsible for providing
this information are Marty Cogan and Larry Smither.

INTERROGATORY NO. 3(b): Under what circumstances do Mr. Cogan and Mr. Smither

believe that it will be necessary to loan Richmond Ultilities money in order to operate the treatment



plant? Describe the expected loan amount, terms, and specific uses of the loan funds.

ANSWER TO INTERROGATORY NO. 3(b): The revenue earned from the operation of
the Brocklyn Subdivision wastewater treatment plant is anticipated to provide sufficient monies to
pay for the operation of said wastewater treatment plant and sewer system. Additionally, upon the
closing of the transfer, the funds in the Trust referred to in the Answer to Interrogatory No. 1 will
be available to pay for the operation of the subject wastewater treatment plant. Accordingly, Mr.
Cogan and Mr. Smither do not anticipate that it will be necessary to make any loans to Richmond
Utilities in order to operate the treatment plant. It is impossible to state the amount of any loan
needed, in the unlikely event that such a loan is necessary. The individuals responsible for
providing this information are Marty Cogan and Larry Smither.

INTERROGATORY NO. 4: At page 4 of the application, Applicants’ state that, “[T]here
is no one that the Joint Applicants are aware of that will be willing to participate in the execution of
a Third Party Beneficiary Agreement.”

INTERROGATORY NO. 4(a): Describe the effort made Richmond Utilities to obtain the
Third Party Beneficiary Agreement.

ANSWER TO INTERROGATORY NO. 4(a): In the event that the Evidence of Financial
Integrity filed with the Commission on October 1, 2004, and the Financial Statements of Mr. Cogan
and Mr. Smither do not satisfy the applicable financial integrity requirement, Richmond Utilities will
provide an Irrevocable Letter of Credit to satisfy the evidence of financial integrity requested by the
Public Service Commission. Therefore, a Third Party Beneficiary Agreement is unnecessary. The
individual responsible for providing this information is Marty Cogan.

INTERROGATORY NO. 4(b): Provide a copy of the financial integrity that Richmond

Utilities will file in lieu of a Third Party Beneficiary Agreement.



ANSWER TO INTERROGATORY NO. 4(b): The Evidence of Financial Integrity was
submitted to the Commission on Friday, October 1, 2004. See also the Financial Statements of
Marty Cogan and Larry Smither - Attachment C. Inthe event that the Evidence of Financial Integrity
filed with the Commission on October 1, 2004, and the Financial Statements of Mr. Cogan and Mr.
Smither do not satisfy the applicable financial integrity requirement, Richmond Utilities will provide
an Irrevocable Letter of Credit to satisfy the evidence of financial integrity requested by the Public
Service Commission. The individuals responsible for providing this information are Marty Cogan
and Larry Smither.

INTERROGATORY NO. 5: Atpage 5 of the application, Applicants state that “Richmond
Utilities, LLC, has filed a Notice of Adoption as described in 807 KAR 5;011"; however, the
referenced notice was not attached to the Application. Provide a copy of the referenced Notice of
Adoption of Richmond Utilities.

ANSWER TO INTERROGATORY NO. 5: See attached copy of the Adoption Notice,
Attachment D. The individual responsible for providing this information is Marty Cogan.

INTERROGATORY NO. 6: Refer to Exhibit A of the application, the Assets Purchase
Agreement (“Agreement”).

INTERROGATORY NO. 6(a): Section 1.1 (A), Property, there is a reference to a
description of property that is contained in Exhibit A; However, Exhibit A is not attached to the
Agreement. Provide a copy of Exhibit A.

ANSWER TO INTERROGATORY NO. 6(a): See attached copy of Exhibit A to the
Assets Purchase Agreement, (Attachment E). The individual responsible for providing this
information is Marty Cogan.

INTERROGATORY NO. 6(b): Provide a copy of the “ Trust Indenture dated June 5,



1969" referenced at page 3 of the Agreement.

ANSWER TO INTERROGATORY NO. 6(b): See Attachment A. The individual
responsible for providing this information is Marty Cogan.

INTERROGATORY NO. 7: Refer to the Sewer Utilities Annual Report of B & H to the
Public Service Commission of Kentucky for the Year Ended December 31, 2003 (2003 Annual
Report™).

INTERROGATORY NO. 7(a): Utility plant in service is recorded at $28,615.00 and
accumulated depreciation is recorded at $323.00. Given that the treatment and collection facilities
were constructed in 1969, explain why accumulated depreciation is so low.

ANSWER TO INTERROGATORY NO. 7(a): The original cost of the Brocklyn
Subdivision Wastewater Treatment Plant built by B& H in 1963 was $24,309. This was not
depreciated, the costs were allocated to the lots that were sold in the Brocklyn Subdivision. In2003,
a new fence was added to the subject wastewater treatment plant at a cost of $4,306.00. This fence
is being depreciated over 15 years, with the first year’s depreciation in the amount of $323.00. The
total of the original cost of the plant, plus the new fence is $28,615, which is shown on the Annual
Report. The individual responsible for providing this information is Ms. Oberita Hager.

INTERROGATORY NO. 7(b): Provide a detailed plaint and depreciation schedule for the
assets being transferred.

ANSWER TO INTERROGATORY NO. 7(b): See Attachment F. The individual
responsible for providing this information is Ms. Oberita Hager.

INTERROGATORY NO. 7(c): Other current and accrued assets have a balance of
$19,492.00. Explain the nature of this account. Will this asset be transferred to Richmond Utilities?

ANSWER TO INTERROGATORY NO. 7(c): The $19,492.00 shown as other current and



accrued assets is the approximate amount of the funds in the Trust Account described in the Answer
to Interrogatory No. 1. The individual responsible for providing this information is Ms. Oberita
Hager.

INTERROGATORY NO. 8: Provide the journal entry Richmond Utilities proposes to
make to record the transfer.

ANSWER TO INTERROGATORY NO. 8: To be provided.

INTERROGATORY NO. 9: At page 3 of the application, Applicants state that, “The plant
is in good condition and consistently meets State water quality standards.”

ANSWER TO INTERROGATORY NO. 9:

INTERROGATORY NO. 9(a): During heavy rains, B & H has informed the
Commission’s Engineering Division of flooding at the treatment plant, resulting in the discharge of
effluent into the stream. Describe the steps Richmond Utilities plans to take to rectify the flooding
problem at the treatment plant. Include an estimate of the costs that will be incurred to rectify the
flooding problem and detailed description of how Richmond Utilities proposes to finance those cost.

ANSWER TO INTERROGATORY NO. 9(a): B & H has taken the steps requested by the
Kentucky Division of Water, and implemented additional steps, all as set forth below, to rectify the
problem of flooding at the subject wastewater treatment plant.

1. An infiltration and inflow study was performed in August of 2000. This study showed
that the sewer lines were in very good condition and that a few of the manholes had minor defects

2. Any manholes with defects were repaired and all of the manholes along the creek area
were elevated and/or water-proofed to keep the creek from overflowing into these manbholes.

3. In August of 2000, the area between the subject wastewater treatment plant and Hager

Avenue was re-graded to prevent storm water from draining down the driveway and going directly



into the aeration basin.

4. Diversion ditches were dug along the outside edge of the lot where the subject wastewater
treatment plant is located.

5. A barrier was constructed to prevent any surface water that collects on site from entering
the aeration basin.

6. The height of the walls of the lagoon were increased by constructing a barrier of concrete
block and brick.

7. The height of the walls of the aeration basin were increased by approximately 10 inches
in height.

The above steps have rectified any flooding problem existing at the Brocklyn Wastewater
Treatment Plant. However, no reasonable steps can be taken to prevent flooding at the plant that will
occur when over 3 inches of rain is dumped at that site in less than an hour, such as occurred when
the remnants of Hurricane Ivan dumped 3 % inches of rain at the site in less than one (1) hour.

INTERROGATORY NO. 9(b): In its 2003 Annual Report, B & H reports that 120 loads
or 240,000 gallons of sludge were removed from its wastewater treatment facilities. Describe the
steps Richmond Utilities plans to take to reduce the amount of sludge removed from its treatment
facilities. Include an estimate of the costs that will be incurred to rectify the sludge problem and
detailed description of how Richmond Utilities proposes to finance those cost.

ANSWER TO INTERROGATORY NO. 9(b): The 2003 Annual Report of B & H
accurately reported that 120 loads of sludge were removed from its wastewater treatment facilities.
However, a review of the wastewater treatment plant’s operation reflect that this large amount of
sludge removal was unnecessary and excessive, and was due to the fact that the individuals ordering

the removal of the sludge allowed the company hauling the sludge to remove it at its discretion.



Accordingly, the sludge was hauled more than twice a week in 2003, and in many cases water was
actually hauled. Due to improved monitoring from January to September 0£2004, 14 loads of sludge
have been removed from the wastewater treatment facilities, and it is anticipated that the total
number of loads of sludge to be removed from the wastewater treatment facilities in 2004 will not
exceed 20. This information establishes that the subject wastewater treatment plant does not have
a sludge problem that requires rectifying.

INTERROGATORY NO. 10: On page 3 of the application , the Applicants state that Mr.
Cogan and Mr. Smither are both licensed treatment plant operators. Provide copies of the valid
operator’s licenses for Mr. Cogan and Mr. Smither.

ANSWER TO INTERROGATORY NO. 10: Mr. Smither has a current wastewater
treatment operators license (See Attachment G). Mr. Cogan’s wastewater treatment operator’s
license has expired.

( N ﬁ;;éégiﬁl{iimubrnitted,

A /L (oo

/Robert C. Moore

Hazelrigg & Cox, LLP

415 West Main Street

P.O. Box 0676

Frankfort, Kentucky 40602-0676

CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing was filed by hand delivery on Beth
O’Donnell, Executive Director, Public Service Commission, P.O. Box 615, Frankfort, Kentucky
40602, and by first class mail on Jeb Pinney, Public Service Commission, P.O. Box 615, Frankfort,
Kentucky 40602, Bob L. Hager, 468 Eastern Bypass, Richmond, Kentucky 40476 and David Edward
Spenard, Assistant Attorney General, 1024 Capital eitter-Rrive, Suite 200, Frankfort, Ky., 40601-

8204 on this the 18" day of October, 2004. 3

Robert C. Moore
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BANX ONE INVESTMENT MANAGEMENT GRP

HOLDINGS LIST PRICED AS OF: 9/15/04
1405000100 T/A B&H & INLAND “BUILDERS CASH BASIS
SECURITY DESCRIPTION P ANNUAL INC/
[ SHARRS/PV MARKET VALUE FEDERAL COST  %MKT UNREAL G/L
CASH MANAGEMENT GOVT/TREAS
ONE GROUP U.S. TREAS SEC MNY MKT FD 681537108 1 7
788.1300 788,13 788.13 4,1 0
ONE GROUP U.S. TREAS SEC MNY MKT FD 681937108 3 13
1,394.6600 1,394.66 1,394.66 7.2 i}
INSTL MUTUAL FUNDS EQUITY
ONVE GROUP DIVERSIFIED RQUITY FUND 681939781 1 40
508.3540 5,851.15% 4,646.60  30.3 1,205
ONE GROUP DIVERSIFIED INTERNAT!'L FD  68231W834 1 7
62.7280 873.17 584.00 4.5 289
ONE GROUP EQUITY INCOME FUND 681937793 1 i5
£0.5590 1,008.31 1,296.80 5,2 -288
INSTL MUTUAL PDS FIXED INC.
ONE GROUP INTERMEDIATE BOND PUND 681937272 1 438
869.6780 9,392.52 9,576.10 48.6 -184
INVESTMENTS 19,307,946 18,286.29 100.0 520
1,022
PRINCIPAL CASH 0.00 0.00
TOTAL 19,307.54 18,286.29
INCOME CASH 970.60
INV, INCOME CASH -870.60

VERY LIQUID BALANCH 2,182.79

CURR
YIELD

ADMIN PG 1

09/16/04 10:41
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FINANCIAL STATEMENTS FOR MR. COGAN AND MR. SMITHER
ARE TO BE PROVIDED
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ADOPTION NOTICE NO.

The undersigned Richmond Utilities, LLC of Louisville, Kentucky, hereby adopts,
ratifies, and makes its own in every respect as if the same had been originally filed and posted by
it, all tarriffs and supplements containing rates, rules and administrative regulations for
furnishing Wastewater Treatment Collection and Treatment Service at Brocklyn Subdivision in
Richmond, Madison County, in the Commonwealth of Kentucky, filed with the public service
Commission by B & H, Inc. of Richmond, Madison County, Kentucky, and in effect on the

day of , 2004, the date on which the Public Service business of the

said B & H, Inc. was taken over by it.

This Notice was issued on the day of , 2004, in conformity with
Section 11 of 807 Kentucky Administrative Regulation 5 adopted by the Public Service

Commission.

Richmond Utilities

By:

Title:

Date:
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Exhibit A

The sewage collection system, including all pipes, appurtenances such as manholes, pumping
stations and the sewage treatment plant (Aer-O-Flow wastewater treatment plant, model S-400-
67-7 Y consisting of an aeration tank, a settling tank and chlorinating facilities). The real
property upon which the wastewater treatment plant is located, known as Lots 20 and 21 of the
Brocklyn Subdivision, Richmond, Madison County, Kentucky. All fixtures (including sump
pumps and backup pumps), supplies and equipment associated with the Wastewater System
owned by SELLER. All fixtures, equipment and cash proceeds owned by, administered by or
maintained by the Trust created pursuant to the Trust Indenture dated June 5, 1969, by and
between B.H. Incorporated, Inland Builders Incorporated and State Bank and Trust Company
(Predecessor to Bank One).
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Asses Dapreciation Short Report - Gorted by - ABSEY A/CH
Company: B&H INC
Method: 4 - ANNUAL REPORT

e
R

Year Era: ' 20

8o Conv Appled Fie; EhAKDATARAH INC

853 623 16067 P.a3
Page: 1

Date: 03/1504
Time: 145488

Range: 1000 . EQUIPMENT « 1000 - EQUIPMENT include: All esssts
Includos Gection 173 ———
Oate Agq Daucription MetvL ife Cost feg, 179 pepr Basis Beq ARSI Curr Dept Hng A/lDwpr
ASSET AGH: 1000 - BQUIPMENT
03/1808 A PENCE MSL/10 CO 4,308,C0 000 4.30p 00 000 anzee 32268
Qrand ol 1000 - BQUIBMENT (1 asgets) 4,308,00 o 4.306 00 000 a225¢ 32266
- * . i § Ml g
Grand tomils for 8 docounts; (1 soaes) DY S L ) 200 1296 ___ 32398
Codes tnat may appear next to the dote acquired inolude: A - Addition, D - Disposal. T - Traded, MQ - Mio Quarier Applied
Additional Summary Stetistics for Assets:
Deprociskia Begnning Current fnding Net
Cost___ . Ssivaye Velue Salvage Value Baovis ~__Accum. Degr. _ Deproclation  Accum, Depr.  Book Value
Grand Totels for 3l Assets 4,306 00 00 oco 430800 0.00 222,95 32295 398305
Lass: Inaotive Asents .00 €.00 0o o] ] 0.00 ovo 00 30
Disposed Assots 600 0.00 000 0.00 aceo 0.00 o.oo 000
Traded Assels A0 0. } N 0.00 g.00 oopo o Coo ..0.00
Net Totals {Active Assam) X c.03 a30600 000 82208 32235 _DBEROO
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PAGE 82

LARRYSMITHER

54 5822411624

la/12/2884 89

DEP&004

6322

Wastewater Treatment Plant Operator

Class II Certification No. 13390
26" April

Giver wnder owur hards this A\Amw«\ %\m. , 20
at Franffort; Hentucky.

Ol L frtt= 735 il

DIRECTDA, DIVISION OF WATER v CoMMSBIONER, DEPARTIMENT FOR
ENVIRONMENTAL PROTECTION



