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PRE-FILED TESTIMONY OF CARROLL F. COGAN 

4: :,:.I: q: :h d; d; :I 

1, 

Answer: 

What is your name and business address? 

My name is Carroll F. Cogan and my business address is 1706 Bardstown 

Road. Louisville. Kentucky 40205 

2. 

Answer: 

What is your relationship to Farindale Development Corporation? 

I ani the President and sole shareholder of Farmdale Utilities, Inc,. the 

company that is the sole owner of Faniidale Developiiient Corporation (“Farmdale”). Farmdale 

is a utility sub,ject to the jurisdiction of the Public Service Commission (“Commission“) under 

ICRS 278.010(i)(f). 

3 .  How long has Farmdale owned and operated the Farindale Wastewater Treatment 

Plant (“WWTP”) and the collection system and how long has the plant and collection system 

been in operation? 

Answer: Farmdale lias owned and operated the WWTP and collection system 

located i n  Franklin County: I<entucky since approximately 1974. The WWTP and collection 

system were built in the 1960s and wastewater treatment services have been provided for 

approximately 241 residential customers since that time 
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Answer: 

Please provide a general description of tlie Farmdale WWTP. 

Tlie Farmdale WWTP i s  a package sewage treatiiieiit plant consisting of a 

siiiall 25,000 gallon per day plant aiid a 60,000 gallon per day plant that has a collection system 

with a remote lift station. The avei’age daily treatment capacity of the Farindale WWTP is 

85,000 gallons. Tlie plant consistently meets state water quality standards 

5 .  

Answer: 

Do you have any experience in tlie operation and maintenance of a WWTP? 

Yes, fioiii approximately 1955 to 1990, 1 was the owner of Andriot- 

Davidsoii Co.,  liic., a company specializing in sales, design! service and turnkey installation of all 

types of pumping. watei and waste treating equipment. Furthermore, from approximately 1962 

until approximately 1986, I owned and operated .33 WWTPs. In  1986, I sold 28 WWTPs located 

in Jefferson County, Kentucky to the L.ouisville and lefferson County Metropolitan Sewer 

District. I still own several WWTPs. A brief summary of my education aiid training is attached 

to my Pre-Filed testimony as Attachment A 

6, 1s the current rate for Fariiidale adequate to cover the operating expenses of 

Farmdale? 

Answer: No 

7. 

Answer: 

How long has Farmdale’s current rate been in effect? 

Tlie prior rate case was submitted to the Coinmission by Fariiidale 011 

January 19, 2006 and was assigned Case No. 2006-00028. On April 1 1, 2007, after the parties 

filed a Stipulation and Agreement proposing to settle Case No. 2006-00028, the Coinmission 

entered its Order appi-oving the Stipulation aiid Agreeiiient establisliing a base monthly rate of  

$28.00 per customer and a monthly surcharge iii tlie amount of X9,9Z per iiionth for a period of 5 



years or the collection of $1 46..307.00, whichever occiirs first 

Farindale entered into tlie Stipulation and Agreement even though it did not resolve all of 

tlie issues, such as including i n  the rate the aiiiotiiit necessary to pay for tlie interest on the loan to 

fund the surcharge repairs which repairs were required to be completed within 360 days of April 

1 1 ~ 2007. However, in order to conclude tlie case, avoid the cost ofthe formal hearing aiid filing 

of briefs and to get a new rate in place in a timely iiiaiuier, Farindale decided it was in its best 

interest to enter into the Stipulation and Agreement. I would note that tlie Cominission’s April 

I 1. 2007 Order expressly recognized that Farmdale would need to obtain a loan to fund tlie 

surcharge and to complete tlie surcharge repairs in accordance with tlie required time line. (See 

April 11 ,  2007 Order. pp 3 aiid 4). 

Farindale then obtained the needed five (5) year loan fioiii Old National Bank in 

Louisville, I<entucky, with a loan coinmitment fee of $1,500.00 and interest expense of 

$3 I ,413 .OO over the five (5) year life of the loan. Pursuant to discussions with Coiiiiiiissioii Staff 

during the negotiation of the Stipiilatioii aiid Agreement, Farindale filed the above-styled rate 

case to include the loan commitiiient fee and interest expense in its rate. Famidale also included 

expenses incurred during tlie 2006 test year in the rate case. 

8 Do you agree with the Staff Report reflecting adjustments to the figures to be used 

in calculating the proposed rates set forth in Farmdale‘s Application? 

Answer: No. 

9. Please described in detail tlie reasons you do not agree with the Staffs 

recommended adjustmeiits in calculating tlie iiew rate for Farindale? 

Answer: Staff‘s Report is based on a limited finaiicial review of Fariiidale’s test 
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period, which were the operations for the calendar year eliding December 3 1,  2006. 111 issuing its 

Report, Staff rejected actual expenses and costs incurred by Farindale in operating its WWTP, 

and recoinmended ad,justed expenses and costs that are not based on the actual experience of 

operating the WWTP, Staff failed to tale into consideration the long term experience of 

Farmdale i n  operating its own WWTP and the need to insure that Farmdale‘s rate is sufficient to 

pay its bills when it recommended the downward adjustiiient of Farindale’s expenses and costs. 

It is not in  Farmdale’s or its customers best interests to bankrupt Fainidale. 

10) Do you agree with Staffs recommendation to decrease the owner/iiianager fee 

from $9,600 to $6,000? 

Answer: No Farindale requested an owner/manager fee of $9,600, and the Staff 

Report recoinmended decreasing the fee by $3,600, for a total fee of $6,000 Based on the 

Following factors, the authorized owner/inanager fee should be $9,600. 

a) Commissioii Staff advised me that the Commission has historically authorized a 

WWTP owneiimanager to be paid a salary equivalent to the salary authorized for a single water 

district commissioner. on the theory that the duties of a water district coinmissioner and WWTP 

owneriinanager are similar. In inalting its recommendation to decrease Faimdale‘s proposed 

owneriinanager salary, Staff failed to consider that a water district commissioner shares liisiher 

duties with at least two (2) other commissioners, while a WWTP only has a single 

owneriinanager. Using Staffs logic. a WWTP owneriinanager should be coinpensated at the 

total amount paid all three (3) water district co~n~nissioners because the WWTP owner/manager 

is doing the job of all of the water district conmissioners 

The amount paid to the officers of the Farindale Water District pel year totals $10,800, 
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which does not include the salaries paid to its full-time employees, which 1 understand include 

two office personnel aiid one outside person. The amount paid to the officers and managers of 

the South Elkhorn Water District per year totals $30,000, a id  the amount paid to the officers and 

managers of the Northeast County Water District per year totals $18,000. Tlie amount paid to the 

officers aiid inaiiager of the South Woodford Water District per year totals $10,800. (See Section 

Ill of Fariiidale's Application). Accordingly, the Commission should authorize the payment of 

the requested owner/nianager fee of $9,600, wliich is less than the amount paid to the water 

district commissioners of the above listed water districts for their services. 

Additionally, my training and experience justifies an owner/manager fee of $9,600, In 

authorizing annual compensation of $6,000 in this case, Staff referred to KRS 74.020(6) which 

provides for annual compensation of $6,000 for a water district commissioner. who, among other 

things, meets certain enlianced training requirements. Staff recoininended the allowance of an 

owner/manager fee of $6,000 in this case based upon my 30-plus years of experience owning and 

opeiating jurisdictional sewer utilities. Of course, if all three coinmissioners of the Farnidale 

Water District had the training and experience sufficient to satisfy KRS 74 0?0(6), they would 

receive total compensation of at least $ I  8,000. Accordingly, the Conimission should authorize 

the paynient of the reasonable owner/iiianagemeiit fee in this case of $9,600. 

This is particularly true where I have been a licensed professional engineer since 

approximately 1960, and for over 30 years owned and operated the Andriot-Davidson Co , Inc., a 

company that manufactured, repaired and sold WWTPs and their components. My licensure and 

substantial experience has helped to save or avoid expenses for the Farnidale WWTI', as the need 

to hire outside engineering services has been minimized and unnecessaiy inaintenance and repair 

expenses \ w e  avoided, 

b) Tlie payment of the owner/iiianageineiit fee of $9,600 is more that justified when 
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considering my duties and responsibilities as a WWTP owner/nianager, as compared to the 

duties and responsibilities of tlie multiple officers and managers o f  tlie above-referenced water 

distiicts. I ani solely responsible for: 

- tlie operation and management of the Farmdale WWIP, consisting of tlie plant 
site, two extended aeration treatment plants, blower building with blowers and 
electrical controls, raw sewage pump station at tlie plant, chloriiie contact systeiii, 
chlorination system, dechlorination system, flow meter, tertiary lagoon, lagoon 
aerators, approximately 14,000 feet of 8” sanitary sewer line and one remote li i i  
station 
- insuring proper maintenance, repairs and improvements to tlie plant. 
- preparing and submitting tlie required reports, applications for rate acljustment 
and tax returns to tlie Commission and tlie Revenue Department. 
- preparing and submitting the required reports to tlie Ikntucky Division of Water, 
including the monthly discharge monitoring repoi ts 
- compliance by the Farmdale WWTP with tlie regulations of both the 
Coniniissioii and the Ihiitucky Division of Water. 
- 1 ani subjected to substantial potential liability arising out of the operation of tlie 
WWTP. including potential liability in tlie event that Farmdale has an upset and 
fails to comply with its ICPDES permit or one of its customers experiences a 
backup of wastewatei’ into Iiisilier home The applicable statutes authorize a fine 
of up to $5,000 for discharges in violation of tlie KPIGS pelinit. 
- Iii1,iiig and supervising the professionals retaiiied by Farmdale, including 
accountants and attorneys. 
- personally guaranteeing loans obtained by Farmdale, as lending institutions will not Ioai 
monies to a privately owned sewer utility without an adequate guarantee. (See 
Attaclinient B). 
- hiring and supervising Farmdale’s part-time employee and its subcontractors. 
- monitoring tlie billing and collection of Farmdale’s total revenue exceeding 
$80,000 from its 241 customers and payment of Farmdale’s total expenses, which 
exceed $95,000. 
- I do not employ a superintendent or treasurei, as is authorized for water districts. 
(KRS 74.040 and KRS 74.050) 

1 would also like to point out that. uiililte a WWTP, a water district has little or no 

treatment or operating equipment and its lines and meters require little or no maintenance. This 

information confirms that the ownei/iiianagenient fee of $9,600 proposed in Farmdale’s 

application is more than reasonable and should be approved by tlie Commission 

c) Please note that due to Farnidale’s poor financial condition, I have not been paid an 

owner/manager fee for tlie last ten ( I  0) years, 



1 1) Do you agree with Staffs recommendation to decrease the sludge hauling 

expense? 

Answer: No. Farmdale’s Application included sludge hauling expense of $5,450, 

the identical expense incurred in 2006 for sludge liauling. Staff initially adjusted the sludge 

hauling expense downward by $2,850: recommending a total sludge liauling expense of $2,600. 

However, its Amended Staff Report acknowledged that sludge hauling expense of at least $4,250 

had been incuri.ed in 2007, and suggested that additional evidence needed to be provided to tlie 

Commission on this issue. The following factors reflect that tlie sludge hauling expense should 

be maintained at $5,450: 

a) In order to insure the proper operation of the Farmdale WWTP and in response to 

coiiiplaints by the Commission, Farmdale changed operators in May of 2005 Lawrence Smither, 

tlie WWTP‘s current operator, ltiiows that tlie wasting of sludge on a regular basis is important to 

iiistire proper and efficient plant operation, to obtaiii the most effective treatment of the 

wastewater and to obtain better plant results. An increase in aeration time and frequency of 

wasting and hauling sludge prevents bulking and overflow, resulting in improved efficiency in 

the operation of WWTP The cost to haul sludge to iiiaintain the efficient operation of the plant 

in  2006 was $5,450. The amount paid to haul sludge in 2007 to maintain the efficient operation 

of the plant was $4,250 The total cost of $4,250 for 2007 did not include two loads of sludge 

that were hauled away by Martin’s Sanitation at no charge. The normal cost of$850 was not 

charged because Farmdale allowed Martin’s Sanitation to process througli the WWTP liquids it 

generated duiing the pumping and cleaning of the WWTP’s lagoon. Accordingly, the cost to 

haul sludge in 2007 would be $5,100, which is much closer to tlie 2006 expense of $5,450 than 

the $2,600 amount recommended by Commission Staff. (See Attachment C). Therefore, tlie 

proposed expense of $5,450 to haul sludge should be maintained, as the expense to haul sludge 
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cannot be reduced without iinpacting tlie efficient operation of tlie plant. 

b) Staff states tliat Fariiidale paid sludge hauling expenses totaling $1,975 tluougli June 

.30, 2007, but tliat $1,550 of this amount was actually incurred for hauling performed in 

November and Deceinber 2006, thereby stating that only $4.25 in sludge hauling expenses had 

been incurred as of June 30, 2007. Staff failed to take into account that if $1,550 is deducted 

fioiii sludge liaulitig expenses from 2007 because the sludge was actually hauled in it 2006, then 

this $1 550 must be added to sludge hauling expenses incurred i n  2006. Of course, whether this 

$1.550 is allocated to sludge hauling expenses in 2006 or 2007, tlie same total cost o f$ ]  1,250 

has been expended for sludge hauling i n  2006 and 2007. The average of the sludge hauling 

expense would remain $5,625 per year for tlie last two years. This amount does not include any 

cost for the two loads of sludge tliat were hauled away at 110 charge. If this amount is included, 

the total sludge hauling cost in  2006 and 2007 was $12,100 for an average of $6,100. 

Furthermore, tlie invoices issued by Martins Sanitation for sludge hauled in 2007 total 

$4,250 00. When you add the cost ofliauliiig two loads of sludge for which FArmdale was iiot 

billed (2 loads x $425.00 each), tlie total cost of hauling sludge in 2007 was $5,100.00. 

c) Please note that if the sludge is not wasted and hauled when 11eedec1 in order to 

maintain the efficient operation of tlie WWTP, tlie sludge will overflow into tlie tertiary lagoon. 

The lagoon will eventually fil l  up and requi1.e pumping and cleaning. In rate Case No. 2006- 

00028. the Coininissioii authorized a surcharge which iiicliided tlie cost of $58,750 illcurred to 

puinp and clean tlie subject lagoon. The hauling of sludge on a more frequent basis iiot only 

results in improved wastewater treatment, but also avoids or defers the significant cost of 

pumping and cleaning the lagoon Furtherinore. if tlie sludge is allowed to build up in the 

lagoon. it becomes even more important to waste and haul the sludge before it enters the lagooii 

in order to maintain tlie efficient operation of tlie plant and also to avoid tlie sludge being wasted 
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into the i'eceiving stream after a heavy rainfall; 

d) In making its recommendation to reduce the sludge hauling expense to $2,600, Staff 

also fails to consider that the need to haul sludge is variable and is based on weather conditions 

and other factors. 

12) Do you agree with Staffs recommendation to decrease the fuel/power for 

pumping expense? 

No. Farriiidale's Application proposed the amount of$19,150 to pay for fuel/power 

consumption. This amount was based upon the cost of fiiel/power experienced in 2006, and 

Farmdale made no increase to this number. Accordingly, the $19,150 expense is based directly 

on the fuel/power expense incurred i n  2006 Staff proposed an approximately twenty-five 

percent (25%) reduction i n  recommending ad,justing the expense of f idpower  for pumping to 

$1 5J03. I n  maltiiig this recommendation, Commission Staff ignores actual expenses incurred by 

Farnidale and fails to take into consideration the fact that, due to ~onceriis about the operation of 

the WWTP, Fariiidale changed the operator of the Farmdale WWTP in the May-June of2005 

time frame. Mr. Sniither, the cui-rent operator, has improved the operating efficiency of the 

operation by increasing the overall operating time of the plant, which includes the operation of 

the blowers and aerators Of course. poweriftiel is needed in order to operate the blowers and 

aerators. The previous operator was not getting the aeration needed to keep dissolved oxygen at 

the levels required to obtain proper treatment of the wastewater. The most accurate projection of 

fiiel and power costs is the amount actually expended in  2006. 

Farmdale's f tdpowei  expense in 2007 was $14,570.8 1 and the pmjected fiielipower cost 

for 2008 is $1 5,324.69. (See Attachment D). The difference in f tdpower  costs reflects the fact 

that the operation of a WWTP is affected by variable conditions, including weather and the 

amount of flow. Accordingly, Staff should recoiniiiend an amount that ensures that the WWTP 
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can be operated properly. 

Staffs recomriiendatioii further fails to take into the account that Farmdale’s energy 

demands are met by Blue Grass Energy By letter dated April 11, 2008, Blue Grass Energy 

advised Farmdale that it has filed ai1 application for rate a?justnient seeking to increase its rate by 

9 01 percent. (See Attachment E.). It would be unwise to bankrupt Farmdale by not allowing it 

to recover the full amount of its energy costs or to force it to operate undei unsatisfactory 

conditions. 

Should the Comiiiissioii only authorize a fuellpower expense of $1 5,303, then Farindale 

should be allowed to recover as a nonrecurring expense the ainouiit of $.3,847, the difference 

between the 2006 electric cost and the 2005 electric cost. This electricity insured the proper 

operatioii of the WWTP and was certainly a legitimate expense. 

1.3) Do you agree that the annual cost of surveying mains and maiiholes set forth in 

the Maintenance of Treatment and Disposal Expenses Section of the Staff Report should be 

listed as a non-recurring expenditure?. 

Answer: No. Staff agreed in its Aiiieiided Report that the amount of $597.52, the 

cost of tlie survey of sewer iiiaiiis and inanholes should be allowed as recurring expenditure. 807 

KAR 5:071, Section 7(4) requires Farmdale to make inspections of collecting sewers and 

manholes on a scheduled basis at intervals not to exceed one (1) year, unless conditions warrant 

more fiequent inspections, and shall make inspections of all mechanical equipment on a daily 

basis Clearly, the cost of the survey of sewer mains and inanholes is required to be incurred on 

an aiinual, recurring basis pursuant to the above cited regulation. Therefore. the $597.52 expense 

for the survey of the sewer mains and iiianlioles should be allowed rather than amortized over 

five (5) years. 

Additionally, Staff has requested the Coinmission to use post test-year information to 
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decrease the amount of the 1,equested rate increase If the Commission does so, then 1 request 

that the Coiiimissioii consider the quote obtained from Martin’s Pipeline Inspection (Attachment 

F) in the amount of $1,000 to perform the aimual survey of sewer mains and manholes for 

purposes of this rate case Accordingly, Farmdale should be allowed to recover $1,000 for this 

recuri iiig expense 

14) 

Answer: 

Do you agree with Stafrs recommendation to decrease tlie Agency collection fee? 

No. Farindale has used tlie billing and collection services provided by the 

Farmdale Water District (“FWD’) since it has owned tlie WWTP, FWD charges a flat fee of 

fifteen percent (1 5%) of the gross amount collected for this service. Farmdale uses this billing 

and collectioii swvice due to the unusually high successfill collection percentage and minimal 

collection problems experienced by FWD. The reason for the extremely high collection rate is 

that FWD includes tlie sewer charge on its water bill, and if a customer fails to pay the bill iii 

full, FWD can cut off the deliiiquent customer’s water service FWD’s unique ability to insure a 

high collection rate is a primary reason that Fariiidale utilizes it services. FWD’s billing and 

collection services are also used because i t  is able to accurately and expeditiously identify any 

changes in  customers. 

Farmdale included billing and collection costs i n  the ainount of$22,934 iii  its application. 

This $22,934 cost is based on the 15% fee charged by FWD for billing and collection services on 

its proposed base rate and the $9.92 per month surcharge. Staff proposes to reduce this aiiiouiit 

by $14,943, asserting that FWD’s fee is exorbitant A review of the following factors 

establishes that FWD‘s fee is reasonable aiid tlie Commission should approve same: 

a) I n  rate Case 2006-00028, Fariiidale included tlie FWD 1 SYO billing and collection 

fee in its Application for Rate Adjustment. Staff noted the FWD fee, but did not propose any 

adjnstment to this expense in its Staff Report in  Case No. 2006-00028 Instead, Staff suggested 



that Faillidale consider more economical alternatives to its present billing and collection service 

in the future. The parties to Case No. 2006-00028 then filed a Stipulation and Agreement with 

the Commission which included the FWD fee in the WWTP‘s operating expenses, which was 

approved by the Commission when it issued its April 11 ,  2007 Order approving the increase in 

the Farmdale rate from 1619,OS to 1628.00 per month and approving a surcharge ofs9.92 for a 

period of 5 years Accordingly, since the Commission 118s previously included FWD’s billing 

and collection fee in ai approved rate, it should so in this case 

b) As stated above, the billing and collection services provided by FWD are unique 

because the bill for sewer services is included oil the water bill, and water service to a customer 

can be cut off ifthe bill, including the charge for sewer services, is not paid iii full. FWD can 

easily cut off a customer’s water service at the meter when a bill is tiiipaid and easily turn the 

watei service back 011 when the bill is paid in full., The same simple procedure is not available to 

Farmdale if a sewer customer fails to pay his/her sewer bill. Instead of merely tunling off the 

water supply at the meter, the sewer line must be dug up using a backhoe and then capped in 

order to cut off sewer service to a delinquent sewer customer. If the sewer bill is paid iii full, the 

sewer line must be reconnected and the excavation closed up. This procedure is both time 

consuming and expensive to Famidale, pal-ticulai,ly where there is no guarantee that Farmdale 

will be able to recover the cost of same. This procedure is also costly to the individual that pays 

his delinquent sewer bill and then has to pay for the disconnection and the re-connection of the 

sewer line. Furthermore, this procedure is costly to the rate payers, who must ultimately shoulder 

these costs, if the delinquent customer does not pay same. Finally, the capping of the sewer line 

could result in health problems where a customer contiiiues to use the bathroom facilities even 

though the sewer connection has been capped. 

If  Faimdale ceased using FWD’s billing and collection services, it would have to hire an 



employee to handle the billing and collection administrative duties because it has been unable to 

locate another third party that will provide this service. This employee would also handle the 

process of collecting delinqtient accounts, filing cases in siiiall claims court and disconnecting 

and re-coimecting customers to the system It is anticipated that the salary of such an employee, 

including benefits, would exceed tlie $22,934 charged by FWD. 

Because of FWD‘s unique ability to insure payment, its services are valuable and actually 

result i n  a savings to Farmdale‘s customers and the utility, because of fewer collection costs 

incurred by the utility and little lost revenue from deliiiquent customers. This ability to ensure 

collection is even inore critical where an unpopular surcharge, in addition to the base rate, must 

be paid. These avoided costs translate into a lower rate for Farmdale’s customers 

c) Farindale requested quotes from all t hee  ( 3 )  companies that perforin billing 

services that are listed in the Yellow Pages for the City of Frankfort phone book and that are still 

in business (See Attachinent G).  Based on the response received, it is clear that the FWD’s 

billing and collection fee is reasonable and sliould be approved by the Coiimissioii. TIie first 

quote for billing and collection services was received from Bluegrass Billing Services, LLC. 

(See Attachment 14). A review of its quote reflects that it charges a fee of 10% of gross 

collections. Its qiiote also states that in its experience, 10 to 15% of custoiners billed fail to pay 

their bill, and tlie cost Bluegrass Billing Services, LLC charges for collections is 30% of the 

amount collected As indicated below, the use of Bluegrass Billing Services, LLC results in 

billing and collection charges slightly IiigheI than that charged by FWD, with no guarantee of 

comparable effective~iess and ultimately less revenue to Farmdale: 

Proposed revenue in Application: $1 23,629 

Total revenue collected: $1 00,175 

Sub-total of revenue: $90,157 

Delinquent accounts (1 2.5%): ($23.454) 

Collection fee (10%): I$10.0 18) 
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Recovei y fioin delinquent 
accounts (50%) minus 
30% collection fee $8.209 
Total Revenue recoveled: $98,366 

Based on this analysis, greater revenue is received by Farmdale using FWD’s services 

($1 OS,085.00) as coiiipared to tlie billing and collection agency ($98,.366.00). Liberty Billing, 

LLC responded, stating that it has no experience in this type of billing aiid collection and only 

perforiiis iiiedical billing. Liberty Billing also stated in its response that it unsuccessfully used its 

contacts to attempt to locate a coiiipaiiy specializing in billiiig and collection service for 

companies providing waste water treatment service (See Attachinent 1) Cap Billing Services 

also declined to provide billing aiid collection services for Farmdale, stating that it only perforins 

medical billing and does not want to handle funds paid to another company. (See Attachiiient 1) 

d) Fariiidale also contacted the Electric and Water Plant Board of the City of 

Frankfort and Blue Grass Energy and asked if‘ either of these entities would provide billing aiid 

collection services to Farmdale. Both of these entities declined to do so. (See Attachment I<) 

e) As stated above, the Coinmission has previously approved a rate that included tlie 

cost incurred by Farindale in using FWD’s billing atid collection services (See Case No. 2006- 

00028). Relying upon this approval, Faimdale continued to use FWD’s billing and collection 

services to collect tlie new rate and the suicharge. This new rate ($28.00) and surcharge ($9,92) 

was iiiiplemeiited 011 May I ,  2007. Since that time, Farindale has paid FWD its normal fee of 

15% 011 the amount of tlie new rate and surcharge collected for its services, In the event the 

Commission does not ultimately approve Farindale‘s use of FWD’s billing and collection 

service, Farindale requests that any requirement to use a new billing collection service become 

effective sixty (60) days after the date of tlie Commission’s Order, and further, that it be allowed 

to recover iii its rate tlie amount over and above Staffs recoininended allowance of $8,097, 
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alieady to paid to FWD for billing and collectioii services for the time period from May I ,  2007 

to a date sixty (60) days after entry of tlie Order. To do otherwise would unfairly penalize 

Farmdale for relying upon tlie Commission's Order entered in Case No., 2006-00028. 

f)  Farmdale has requested FWD to ieduce the percentage it charges for its billiing 

and collectioii services fi.oiii fifteen percent (15%) to seven and one-half percent (7.5%), 

resulting in a total fee of $1 1,467, but FWD denied this request. Farindale subsequently asked 

FWD if3 based iipoii KRS 96.930, it would cut offwater service to its customeis who fail to pay 

their sewer billl even if FWD does not provide billing and collectioii services to Farmdale. KRS 

96.930 provides that the use of water in  any maiiner tending to contaminate it raises a duty to 

provide for the proper disposition of tlie wastewater according to tlie highest public health 

standards and such duty includes full responsibility for paying tlie cost of such disposition. FWD 

denied this request as well. (See Section IV  to Application and Attachment L,) This information 

establishes that Farmdale attempted to negotiate a fee that was more economical for its 

customers. If tlie Commission is dissatisfied with tlie rate charged by FWD, it should use its 

regulatory powers to require F WD to reduce same 

15) 

Answer: 

Do you agree with Staffs recomnieiidatioii to decrease tlie Interest Expense? 

No. Staff recommended removing interest expense of $2,3 13 00 incurred 

by Farmdale on a one year renewable loan from National City Bank. (See Attachment M). Based 

upon tlie following factors, this interest expense should be included in tlie calculations for 

purposes of setting tlie rate. 

a) Farmdale obtained tlie sub,ject loaii because it was necessaiy to pay legal bills, 

accounting fees, the cost of extraordinary repaiis to its remote lift station, and other bills that 

were due. The legal fees and accounting fees were incurred in preparing: 

i )  tlie application for rate adjustment aiid representing Farindale in rate Case No. 



2006-00028 (filed January 12,2006 and concluded on April 11, 2007); 
iij the petition for the CPCN in Case No. 2006-00209 (filed May 22, 2006 and 
concliided on April 11, 2007P; and, 
iiij the amended application for rate adjustment needed due to the filing of the 
petition for CPCN (filed .June 14,2006 and concluded on April 11, 2007), 

Farmdale incurred accounting fees i n  the aniount of $6,610.00, payable to Logsdon & Co., PC, 

CPAs. Additionally, Farmdale incurred attorney’s fees in the amount of $5,000 ,OO, payable to 

Hazelrigg & Cox, LLP. These amounts were included in the amortization scliediile of the above- 

styled application. 

Fainidale also incurred extraordinary costs in  February and March of 2006 in tlie amount 

of $5,328.56 to keep tlie remote lift station functioning. A motion was filed by Farnidale in Case 

No. 2006-00028 requesting an Informal Conference to discuss setting a surcharge for these 

expenses related to tlie remote lift station repairs and replacement but the Order providing for the 

surcharge was not granted until April 11, 2007, Additionally, as noted above, Fariiidale also 

incurred fuelipower costs in the amount of $19,1 50 in 2006, which weie $3,847 higher than that 

incurred in  2005. 

While Farnidale should recover these fees and extraordinary expenses through tlie rate 

piocess, it cannot expect its vendors and/or service providers to wait one (1 j year or five (5) years 

to be paid. As Staff is aware, Farindale’s late only pays operating expenses, and not additional 

expenses such as these. Therefore. Farmdale was required to borrow money from National City 

Bank in order to pay its vendors and professional advisors in a tiniely inanner so that they would 

continue to provide needed services. Simply put, the interest due on this loan should be 

recoverable. 

I would also like to point out that I, i n  my individual capacity, had to loan funds to 

Farnidale so that it could pay its expenses and continue to operate. 1 ani not seeking to recover 

interest on the approximately $39,500 1 loaned to Farmdale in 2006 and 2007. All parties should 

16 



be aware that I will not be malting any further loans to Farindale, and Farnidale will rely on tlie 

monies collected from its rate payers to inaintain and operate the WWTP. 

b) The Coinmission and tlie Kentiicky Division of Water require proper inailitemice 

and upkeep of Farmdale’s WWTP, and compliance with the applicable regulations and its 

1CPDE.S permit. In a perfect world, tlie expenses incurred in maintainiiig and repairing the 

equipment at the Farindale WWTP would be identical to the expenses included in setting tlie 

rate However in 2006, Farindale incurred substantial extiaordinary maintenance, repair aiid 

energy costs, including but not limited to $5,328.56 of the $8,328.56 cost of keeping the remote 

lifi station in operation and the fuel/power cost of $19,150 As previously stated, the cost of 

these repairs and new equipnient and energy was not included in the prior rate and therefore, 

inonies fioiii the National City loan were used to pay for same. Siiiiply put, tlie interest expense 

on this necessary loan should be included in the rate case. 

Staffs Recoininendation deleting the interest expense is unrealistic, as it assumes: 

- the need foi aiid cost of all maiiiteiiance and repairs can be accurately pi,edicted 
- vendors will wait for a rate case to be filed and completed, as well as the 
collection of the monies authorized by the rate case, before seeking payment for 
tlie services rendered. 
- vendors will continue to work for the utility even thougli they Iiave not paid in a 
timely inainier 

The above factors further establisli that Farindale should be allowed to recover the 

interest expense 011 the loan iieeded to fund Farmdale’s rate case expenses and extraordinary 

niainteiiaiice aiid repaii costs. 

c) Staff states that, historically, the Coinmission has not allowed utilities to recover 

interest on loans to cover operating expenses, because it is the responsibility of an owiier to 

monitor a utility’s financial condition and seek rate relief in  a timely manner In malting this 

statement, Staff ignores the fact that the large majority of the loan proceeds were used to pay fees 

17 



associated witli rate case No. 2006-00028 and tlie CPCN Case No. 2006-00209, and 

extraordinary electricity expenses and expenses to repair tlie failing remote liA station 

Accordingly, these were not norinal WWTP operating expenses. Nor could tlie loan have been 

avoided by filing tlie rate case and CPCN case prior to .lanuaiy and May. of2006, r’espectively. 

These facts confirm that Fariiidale should be allowed to recover the $2,.3 13 in interest expenses. 

Additionally, Farmdale did in fact seek rate relief in  a timely manner, but as indicated in 

the time-line set forth below, it took the Commission over fifteen (15) months to rule 011 its 

Application for Rate Adjustment in  Case No. 2006-00028 

- daiiuary 12,2006, Farindale files Application for Rate Ad.justment, with 
surcharge request. 
- March 14, 2006, Farmdale files Motion for Informal Conference aiid also 
requests expedited approval of tlie funds necessary to replace tlie remote lift 
station. 
- Api,il 20: 2006, Iiiformal Conference lield, and Staff recommended tlie filing of 
an Application for a Certificate of Public Convenience aiid Necessity (“CPCN”) 
for tlie replacement of tlie remote lift station. 
- May 22. 2006, Farmdale files Petition for CPCN. 
- June 14, 2006, Farindale files Aniended Application for Rate Adjustment to 
exclude cost of the replacement of the remote lift station and filed Motion to 
Consolidate CPCN case witli this application. The Motion to Consolidate was 
denied. 
- October 4, 2006, Staff forwards First Illformation Request to Farmdale. 
- October 26, 2006, second Informal Conference lield. 
- February 26, 2007, Order granting Farmdale’s Applicatio~i for a CPCN and 
consolidating CPCN case with application for rate adjustment entered. 
~ March 15, 2007, Formal IHearing held in  CPCN case. 
- April 11, 2007, Commission enters filial Order granting rate increase and 
surcharge 

Due to the length of time (15 moiitlis). it took for tlie Commission to rule in Case No. 2006- 

00028 and to establish new rates for Farmdale, Farmdale believes it would be inequitable to 

apply the “historical” rules precluding tlie payment of interest on any loan incurred to pay 

expenses, which include operating expenses,, Accordingly, Farmdale should be allowed to 

recover the interest expense incurred on tlie loan from National City 
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16) 

Answer: 

Do you agree with Staffs recommendation to decrease the Depreciation expense? 

No. Staff has agreed that the $1,635.29 cost of the “motor, materials, 

labor and mileage; worked 011 blower @ #1 plant” should be depreciated over a period of five (5) 

years since in included a substantial amount of labor cliaiges, 

17) Is Farindale authorized by statute or regulation to iiiclude a component iii its rate 

foi a siiikiiig f h d  to accrue monies to pay for needed repairs? 

Answer: No. Even though I have often suggested to Commission persolinel that the 

funding of a sinlting fund or contingency fund should be allowed to cover unanticipated repair 

expenses, as well as tlie cost to replace major equipment, I have been advised by Commission 

persoimel that statutes and regulations do not currently allow this The article titled “Good Old 

Days L.ong Gone” appears in tlie ApIil2007 edition of Water & Wastes Digest inentioils that 

utility consultants recommend tlie creation and fiinding of a repair, replacement and 

rehabilitation account due to the fact that plants, pump stations and lines have finite lives and 

inust eveiitually be replaced. (See Attachment N). I request the Coinmission seek to anleiid tlie 

relevant statutes to all for such an account so that utilities such as Fainidale and its custoiners are 

not liit with a large unanticipated expeiise, 

18) Do you request that Farindale be allowed to recover the attorney’s fees incurred in 

this rate case? 

Answer: Yes. I request that Farmdale be allowed to include tlie total amount of 

attorney’s fees illcurred in this rate case in setting its new rate, which as of April ,30, 2008 is 

$1 1,668,78 The Application estimated tlie legal fees for this current rate case was to be $3,000.00 

19) 

Answer: 

Did Farmdale publish notice oftliis hearing in the State Journal? 

011 or about June 8, 2008, the required notice will be published in the State 

.Journal, and a copy ofthe notice will be filed with tlie Commission. 
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STATE OF KENTUCKY 

COUNTY OF FRANKLnv 

SUBSCRIBED AND SWORN to before me by Can011 F. Cogan, this the&- 0.th day of May, 
2008. 

My Conmission expires: 3-11-10 . 
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lear Manila Harbor 
. .  . .  . . . .  

ed June BS ME 



Telinessee Water & Sewage Association and 
i t '  W&T hv i romen ta l  Federation (National Society) 

eralheetings m u a ~ t y  until 1995. 
frdm National WEF Society. 

. .  

1459- 
Current 

Kel.:ghi:p as a R'egistexed Professional Mechanical Engineer 

1962 ~ private waste water treatment plant 

1964 Fc&j,ned &iididri'ot Pavids6n Service Co. and provided the first local WWTP 
op&qtibn::spd~ .. , . kith a cefiiiied ptant operator. 

1986 ?w&d &?t:-t$:&&YD 28 Jefferson County private plmts with 10,000 
cusi.Qhje*: .. . I I 
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E OLD N ! I O N a  REACH" 
c_ 

Thomas K. Elllolf 
Senior Vice Resident 
lommy_elllb~lQaldnatlonal corn 

d 

March 12,2007 

Via f iaeskde 502-564.-7279 
Ms. Seth O'DErnVIl 

'' Executive Dirrector 
Publio Service Commission 
211 Sown Boulesfqd 

Frmkfoif, Kentucky &l602-0615 
P.0. Box 615 

Re: In the Matter of%@ &.ppkation of &umddle Development COXp0$3tiOn for mi 
Adjb$tm&t ofliates pwswqt to _. the . - . . Altemtive .- . . . , %te . . FCmg .. Pxocedure . .. . - foi  .. . - , . 
S&d''Ut&iks: 'C&e so. 2066-00028 

.. . 

De* Ms. O'DomeU: 

~t the request o f  C a r r ~ l ~  cogan with Farmd;;le I)eveIopr;hent  orp pox at ion, I am 
hkreby pro?iidhg'the fogowing idomation to y ~ u  for c6midk;iaton in the above-referenced 
case.. 

I atn ~cnreutly employed &s a Senidi. Vice Pxesidedt ~&th old National Bad< located 
in Zouisliue, Kentucky. I obtained a bachelor's degree in business and office adminiQation 
froom the Univasity of'K@&cy in 1981. Zbave morked in the financial i.gdiQ fok 26 
years, includhgin positior~s at National City Bank in LdUjs$le, KmtucI@ (formerly lrnOwn 
a9 First Nationd B.a& ofLoUjsviZ6) and n o ~ v ~ t h  Old$Tational Bank in Ep&dle, 
Ehtuclq. Du&g tbjs time piziod, I bsve g&ed considembb experience in providing 
f%mx%ning to privately owned wastebter treatment p h s .  

r+l providjag'finacing to privately owned wastewater treatment pl;inzs, as well 3s to  iY 
any busmess entity, ar&ew of the entity's cash flow is.the 
frnaricial institution generally requires a debt $,&de x&o of a$proxiniately 1.3 prior to 
comside*ing providing fiuaiicmg to an appjicant. In d e r  words, if the bo&oGef i s  r e q e e d  to 
@&e paymeat of$1,000 per moo&, it &a. need to provide documentatiop establishing 
revenue ofat least $1,300 pexmonth to service Ule debt, & epe ixes  have been p$d. If an 
applicait cqmotmeattherequired debt service ratio of appioxjl;fiately 1.3, the banfr. laely 
will not pToVide h m k i n g  to the applicant. 

consideration.. A 

In addition to considering the cash flow position of the applicant, a lending hstitutiop 
wiil also re.riew the coUate?al available to s e c u p  the low. Finw~alSstitutions do not 
typicaUy consider pifvately oWned wasfewatex Qeabent plants to be satisfactory sollateral t o  
secure a loa% This  i s  due to mwy considerations, including thy inabilitj. $0 sell a ytastewater 
treatment plant at foreclosure and eMirobSaeataJ. considerations %at aie often cdnpedted wj@ 

Preston Pointe Rnancial Center 
333 East Main S t p e t  
Louisville, ICY ~ O Z O Z  
T: 602.54.0.7333 
Fi 502.54017366 
oldnatione1.com 

http://oldnatione1.com


. .. 
: ,  

. .  . .  . . .  
*:.I : . . .  

Thomas K. Eiliolt 
Senior Vice Piesident 
to~my_elilotiaoldsa(ioilal.torn 

? 

Bob O'Donnell 
March 12,2007 
Page Two 

wastewater Qealment.pf-3ntsr ;~;ccdirrglp;a fe&w&iiixitiim .c*ho-rtyp~~y K 
wastewater treatment plant a~ tkte sob CoIIatekaI to seewe a loan. 'The financial i n s t i t d h .  
couldalso r&qui*.e guarantees f?oni qt&fiedhdi$dds or entities o d ? @  the compwy that 
o w s  &e wastewater treatment plant,'X would not6 that inthe late 1970s &d ejlly lSgOS, 
wheh developers def'adted on loans, National City B a d  (fofmerlyho.c* ;Is Fkst'bTationd 
Bank of Lonisde) fdokpossession ofanumber ofwastewater treatmeht plapts. These 
wastewat.& treatment plants then. bad to be sold for p e d e s  on the dolh  by the b d c  to 
recover even if p d a t  amouilt due on the loans. 

. ,  , .. 

. .  - -&&ii cof&der+$&a len&g~$bfiop are &e c6p&Eon df&wqst;wa& 
trba&ent plant, how soon it %l become obsolete add %e l&n& o f e e  it will remain in .' 

service. K.&e repa& that ate beidg financed by the lo@ wil l  be obsolete by&. niatUrity date 
ofthe loan, the wastewater treatment plant js clearly hUfc7cient coilatem,l to sewre the'loab. ' i 

~mermoicj, i f the Pi . a~ t~wa te r t r ea tme~t~I~ t i s  qot-eq,ecteci'to rem&in & i c e  for'fhe ji% .: . *,: 

collateral to secu*e the loan. 

. . 

... oftl le loan, am to putchase by, 04 trarbfe? to a public u@ity, it i s  also cdnsideed insufficient . r  

A financial kastitQtion will not g m e d y @ o ~ d e  ftnanchg to a wastewater Watmenf 
plant for a term of'more than five (5) years. Tba cmrent hterest p t e  that would be offered by 
Old National BaDk to a pxl;ate entity such 85 Fanudale Development.Corpomtion on 
&ancLug wth eithex a three (3) or five (5) year tern i s  appro%bmtelyJQ percent clo%) per 
aRnm 

Please note that this letter i s  not to be considered a s  a c o w t l $ e n t  for financmg. Old 
National pank has had qo prior dealing with Fmda le  Development Sotporntion or irS 
principal. Nor has Old National Banlc considered any financial infbrmation regarding t 
Fsmnddle Development Corporation. =?  

Please feel free to ciill me if you have any questions concerning this information. 
Thank you for your consideration of same;, 

Seaior Vice '&&dent 

cc: Can011 s o g w  

Preston Flointe Financial Center 
333 Easf Main Street . 
Louisville, KY 40202 
T: 602.540.7333 
F: 502.540,7366 
oldnational .corn 
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LARRY SI4ITkIER PAGE E)? 

c0MMomALi-H OF K E r n C K y  
BEFORE lcHE PUBLIC SERVICE COMMISSION 

I& the Matter o t  

APPLICATION OF FARMDALE DEVELOPMBNT ) 
CORPORATIONFOR AN ADJUSTMENT INRATES ) CASENO, 2007-00436 
PURSXJAhT TO THE ALTERNATTVE RATE FILJNG ) 
PROCEDIRE FOR S W L  UTILITES ) 

AFFDAWT OF LAWRENCE W. SMITHER 

Comes the &ant, Lawrence W Smither, and after being sworn, states as follows: 

1) That my namo is Lawrence W Smither and my business address at Smiher 

Consulting Company is P. 0. Box 1077,3906 North Camden Lane, Crestwood, Kentucky 

40014 

2) That in addition to being the owner of Smither Consulting Company, x am dso an 

employee and owner of Covered Bridge XJtiIitieq Inc , which has operated the Fnrmdale WWTP 

for Farmdale Development Corporation since approximately May 2005 Since May of 2005, I 

have been listed by the Kentucky Division of Water as the operator of record of the Farmdale 

WWTP. Additionally, Covered Bridge ‘Crtilities, Inc. has performed repair work at the Farmdale 

WWTP. 

3) During August and September of 2007,X was eequently on site at the Farmdale 

W W  in order to assist and/or oversee the work performed by Martin’s Sanitntion in pumping 

and clea&ng the lagoon at the F m d a l e  WWTP aite 

4) In pumping and cleaning the lagoon, Martin’s Sanitation had to dispoee of liquids 

from the lagoon The liquids generated in this process were treated by the Farmdale W T P ,  

after testing to insure that the Farmdale WWTP was not adversely effected 



PAGE 02 

5) In  return for processing the liquid generrtted during the pumping and cleaning of 

the lagoon, Martin's Sanitation processed at least two (2) loads of sludge that had built up at the 

Farmdale WWTP for no charge ifthe loads of  sludge had not been processed by Martin's 

Sanitation at no charge, Fnrmdale WWTP would hnve been required to pay for same 

Further the affiant sayeth naught 

STATEOFKENTUCKY ) 

C O U N "  OF -IN ) 
>ss 

SUBSCRTBBD ANn SWORN TO before me by Lawrence W h i t h e r ,  on this t h e - p  

day of&fil ~ 2008. 
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4.----- 
Catego@ Report -All Dates2 
12/31/2006 through 3R912008 

2/13/2008 Page 1 
h u n t  Num DQsMiption Memo Cotegory Amount 

--"j-- ._ Date 

1WRoo7 NCB Fa...1245 Martin's $an it... #7Q51 Pumping 1,"s. WAfP Sludge hauling .-700.00 
.... -500.00 NCB Fa 1248 Martin's SanL #825s Pump Dige6te 2 DGNP Sludge hauling . . ,. .- . - ,. ... . ... .... .. .. . ...... - . 1~~12ao7 

NCB Fa ... 1259 Mertln's Sank .... #82% Pump DJgeste 2 06 AIP Sludge hauling -350.00 
5/8noa7 NCB Fa ... 1291 Marlin's Sanit ... M716 PumpEd digester Sludge hauling 425.00 

MarUn's Sanit ... #8756 Wet well.basin.digester Sludge hauling _ _ _  NCB Fa. 
NCB Fa. Martin's San it... m756 skimming darner Sludge hauling 

........ . . . . . .  ....... . . .  . . . . .  . . . .  

9/10/2007 NCB Fa.,..1347 Martin's Sanit.. #I0061 Small Plant Clerlfler Sludge hauling -425.,00 
-550.,00 10/8/2007 

*.a0 12/1112007 
lI112OO7~ 12/3112007 4950.00 

- nit.. #I0399 Pumping Dlgeaterd Slu . .  .. .......... . I l i i . ~ ~ 7  
NCB Fa ... 1378 5; kIO?% Pimping TreatPlt d Sludge hauling 450.00 

..-. NCB Fa...1394 Martin's Sari%... #I0734 Pumping Tmat.PRXZ Slvdge hauling .- ._ 

1/15EC!Oa NCB Fa..:1410 MarUn's Sanit ... #l 1382 PaNal 07NP Sludge hauling -225.W 
uisl;roos NCB Fa ...oodo Martin's Sank.. %11382 Balence 07 A/p Sludge hauling -2oo.ao 

NCB Fa ... 0000 Martin'6 Sank.. #I 1666 07 NP Sludge hauling .425;00 
-8Kii i i  

OVERALL TOTAL -6,800.00 

TOTAL INFLOWS 0.00 

TOTAL OUTFLOWS 4,800.00 

._Î - -. U29/2008 
1/1/2008 - 3/23/2008 

.- 

__I - 
NET TOTAL -5,800.00 
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F/A;Zx;&, 
Category Report -All Datesl 
12/31/2008 throuah 3/29/2008 - 

' 2/13/2008 Page 1 
Calegory Clr Amount - ._ Aocount Num Description .Memo ."."__ -.., ., Date 

1/19/2007 NCB F.. 1234 Blue Gmss E... #160102 UUIMes:Electric R -1.208.40 
Utiliies:Eledric R -1,216.55 

NCBF ... 1133 BIueGrassE.. UU1itles:Electric R .-1,028.40 
..... . .  . . .  ... . ..... ... -. ... .... - - -. -. .. - ........ NCB F...1260 Blue Grass E.!. #160102 2113f2007 3,1 3 ~ o ~ i .  . 

4/20/2007 NCB F...1282 Blue Grass E... #I60102 
.5/11lraom; NCB F...1292 Blue Grass E.... #160102 
6/18/2007 NCB ~..,.i309 Blue GWS E.,.. #it?oiE-' '' 

7EOJ2007 NCB F...1326 Blue Grase E .... tk160102 
NCB F...1337 Blue Grass E... x1160102 8/17/2007 

911 8h.667 NCB F ..,. i353 Blue G ~ S S  E... #1601oz 
lOR3i2G07 NCB F. ... 1370 Blue Grass E... 11160102 
1111 9D.007 NCB F 1382 Blue Orass E. .. #160'102 

.., . - ._ 

. . . . . . . . .  ..... ...... - ...... 

Utilities:Electric R 
Utiliies:Electric R 
Utiiities:Elecfn..c R 
Utilitie6:Eledric R 
Utilities:Eledric R 
. "tiridies:u&iji: .- - ... - .. 
UIIWes:ElWc R 
Uli1itiea:Electric R 

... - .... 

-- R-' 

-4,085.65 
-1,286.38 
-1,219..83 
-1,436,07 
'-1,418.50 ... 
-1,338.88 
-1,042.59 
-'1,033.64 

- ..... ... 

-, .... 

NCB F...1387 Blue Grass E... #I60102 Utilities:Electrlc - R -1,214.92 12/14R007 
lllR007 - 1u31pL007 -14+5(0.81 

- 
111 6/2008 NCE F .... 1403 Blue Graes E. .. #I60102 07 ..... Uti1ities:Electric R -1,201.79 

Blue Grass E... #I60102 Utilities:Elec(ric -I ,339.36 
-II -.--.."- 2/23/2008 NCB F... 

llll2008 - 3129pu08 -2,541.15 

OVERALL TOTAL -17,061.g 
- 

- 
TqTiiL INFLOWS '0.00 

-. 
TOTAL OUTFLOWS -17,05tSS 

NET TOTAL -1 7.0S1.96 
-.._. 
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April 1 1. 2008 

FAF?PADPLE S5Vi~@;E'PI;PII(IT' 
1796 &tRDSTO'Wl\)'RQ 
LOUlSVlLCEKY 

Dear Customer: 

Blue Grass Energy flleg an app!lcitim cir$:A+rii 11 , , :~Obrt wilb the Kentucky Public Service Commission 
for a rate adjustment 

differenOcIasses 6f c'llsbrnl 
request, we expect thdincic , .. . .  . $e oh bilk tendered in September or October, 2008; 

As we sfrive to provide @,$t p,pssible cost, we have delayed this increase 
as long as possible..lri 9 aINy service, we must increase revenue as we 
continue to contain cost3 

Please do not hesitate to cat! Blue GiiiikFnerGy . I  at ~059) 685-4191 if you have any questions. 

cE(aSe at 9.01 %., This increase will vary between 
s ~ o f . & y i ~ . e  to various rates. If the PSC approves our 

Blue Grass Energy!$,reqiies 2.' 
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P . 3  

U p u  have any uiditionnl quaadon#, pl& &el 6ne (0 osll me as 8S9-987-2329.0ffiw 
859-983-8605 coli 

\ 

w 
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February 15,2008 

DYXX I E ~ ~ l s r o o  (1881-1970) 
I.onrs cox (1907.1971) 

(802) 875-7158 

I s r r P a o m  (502) 227-2271 

FAX 

Bluegrass Billing Service 
6477 Bagdad Road 
Bagdad, Kentucky 40003 

Re: Farmdale Development Corporation (“Farmdale”) 

Dear SirlMadam: 

I am writing you to determine if your company is interested in performing billing and 
collection services for Farmdale. Farmdale owns and operates a wastewater treatment and 
collection system serving the Farmdale Subdivision in FIankfort, Franklin County, Kentucky. 
Farmdale has approximately 246 customers that receive separate sewer bills on a monthly basis. 
The base sewer rate is $28 per month and there will be an additional surcharge of $9.92 per 
month, for a total monthly bill of $37.92 per month. The bills would issued on a monthly basis, 
with payment to made to your company, and the amounts remitted, with an accounting, would be 
provided to Farmdale at the end of each month. Based upon this information, please provide me 
with your quote to provide the requested billing and collection services to Farmdale: 

1) What would be the cost to issue to the bills to the 246 persons at the addresses 
provided by Farmdale on a monthly basis, to receive the payments and to make 
the end of month accounting and payment to Farmdale at its offices in Louisville, 
Kentucky; 

Would your company be able to determine the names and addresses of new 
customers of Farmdale; 

Would your company be able to determine the names and addresses of individuals 
ceasing to customers of Farmdale; 

Based upon your experience in the billing and collection industry, what is the 
estimated percentage of individuals that would not pay the sewer bill in a timely 
manner; 

2) 

3) 

4) 

5) Based upon your expaience in the billing and collection industry, what would be 
the estimated percentage of individuals that would fail to pay the sewer bill; and, 

What would be the cost for you  company to peiform the collection of delinquent 
accounts. 

6) 



Bluegrass Billing Services 
Februsug 15,2008 
Page Two 

Thdc  you for your attention to this request, and please feel free to call me if you have 
any questions concerning same. 

‘Robat C. Moore 

RCMneb 
cc: Carroll cogau 
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EAZELEIGG & C o x ,  LLP 

ATIOBNEYS AT IAW 
e15 WEST MAIN S T m E X  

P O  Bos676 

F n n m o n r ,  IFENlUUrY 60602-0676 

February 1Y; 2008 

DGV Services, Inc. 
1002 Buckner Centre Dr. 
LaGrange, Kentucky 4003 1 

Re: Farmdale Development Corporation (“Fanndale”) 

Dear SirMadam: 

I am witing you to determine if your company is interested in performing billing and 
collection services for Farmdale Farmdale owns and operates a wastewater treatment and 
collection system serving the Farmdale Subdivision in Frankfort, Franklin County, Kentucky, 
Farmdale has approximately 246 customers that receive separate sewer bills on a monthly basis. 
The base sewer rate is $28 per month and there will be an additional surcharge of $9.92 per 
month, for a total monthly bill oCg37.92 per month. The bills would issued on a monthly basis, 
with payment to made to your company, and the amounts remitted, with an accomting, would be 
piovided to Farmdale at the end of each month Based upon this information, please provide me 
with your quote to provide the requested billing and collection services to Farmdale: 

I) What would be the cost to issue to the bills to the 246 persons at the addresses 
provided by Farmdale on a monthly basis, to receive the payments and to make 
the end of month accounting and payment to Farmdale at its offices in Louisville, 
Kentucky; 

2) Would your company be able to determine the names and adhesses of new 
customers of Farmdale; 

Would your company be able to determine the names and addresses of individuals 
ceasing to customers of Farmdale; 

Based upon your experience in the billing and collection industry, what is the 
estimated percentage of individuals that would not pay the sewer bill in a timely 
manner; 

3) 

4) 

5) Based upon your experience in the billing and collection industry, what would be 
the estimated peicentage of individuals that would fail to pay the sewer bill; and, 

What would be the cost for your company to peiform the collection of delinquent 
accounts 

6) 



i 

DGV Services, Inc. 
February 15,2008 
Page Two 

Thank you for y o u  attention to this request, and please feel free to call me if you have 
my questions conceining same. 

\ -  

'Robert C. Moore 

RCMlneb 
cc: Carroll cogan 
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HAZEZEIGG & C o x ,  LLP 

MS ~ v x s r  M a r x  Smmsr 
AIIOENEYS AI l A I V  

P.O. BOX 676 

F n m o n r ,  KENTT~CEY 40602-0676 

DYna L ~ ~ ' L l U o c .  (1881-1970) 
Lonrs Cox (1907-19711 

FAX (5021 875-7158 
TxlarPaolia: (6021 227-2271 

FebIuary 15,2008 

Liberty Billing LLC 
93C Michael Davenport Blvd 
Franldo.rt, Kentucky 40601 

Re: Fdmdale Development Coiporation ("Farmdale") 

Dear SirMadam: 

I am witing you to determine if your company is interested in performing billing and 
colleciion services for Farmdale. Farmdale owns and operates a wastewater treatment and 
collection system serving the Farmdale Subdivision in Frankfort, Franklin County, Kentucky. 
Fanndale has approximately 246 customers that receive separate sewer bills on a monthly basis. 
The base sewer rate is $28 per month and there will be an additional surcharge of$9.92 per 
month, for a total monthly bill of $37.92 per month. The bills would issued on a monthly basis, 
with payment to made to your company, and the amounts remitted, with an accounting, would be 
provided to Farmdale at the end of each month., Based upon this information, please provide me 
with your quote to provide the requested billing and collection services to Farmdale: 

1) What would be the cost to issue to the bills to the 246 persons at the addresses 
provided by Farmdale on a monthly basis, to receive the payments and to make 
the end of month accounting and payment to Farmdale at its ofiices in Louisville, 
Kentucky; 

Would your company be able to deteImine the names and addresses of new 
customers of Farmdale; 

2) 

3) Would your company be able to determine the names and addresses of individuals 
ceasing to customers of Farmdale; 

Based upon your experience in the billing and collection industry, what is the 
estimated percentage of individuals that would not pay the sewer bill in a timely 
manner; 

Based upon your experience in the billing and collection industry, what would be 
the estimated percentage of individuals that would fail to pay the sewer bill; and, 

What would be the cost for your company to perform the collection of delinquent 
accounts. 

4) 

5) 

6 )  



LibeIty Billing LLC 
February 1.5,2008 
Page Two 

Thank you for y o u  attention to this request, and please feel free to call me if you have 
any questions conceining same. 

RCMlneb 
cc: carrollcogan 
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G477 Bagdad Rd 4119 Browns Ln Ste 28 
Bagdad, Ky 40003 
(5az) 747-5632 (502) 454-7766 

Louisville, Ky 40220 

Febnvvy 18.2008 

flwalrlgg & Cox. 1.I.P 
Auomys AI Lnw 
415 West Main St. 
P.O. Box 616 

Atln: Robert C. Moore 

KE: Farmdnle Dzvelopmenr Corporadon ("Farmdale") 

D w M r "  Moore, 

FrankfDR Ky. 40602-0676 

I would like to thank you for considering Bluegrass Billing Services for your client's billing and 
collections needs. Although my current clients are medical, I feel confident that we could accommodate 
Fanndde's needs 

The following an my recommenddonu Lo h e  quzstionv that were presented in your lcllar 

1 I The cost for our services that 1 am quoting you is 10% of grow collcctions. I currently have 
payments sent to our office, made out to the individual client. Wa then deposit into their nccomts md Bend 
n monrhly Invoice, along wirh accounting reports, to the clietu for payment for services. 1 would prefer to 
continue this method instead of Bluegrass n&ug payment to your cliont 

2 For new customers, I would ~ s s u m o  rhc hfbnnatian would be provided to us by Fmdale when a 
new custnmnr raqutsm service. 

3, For existing cwtomers ceasing service, I balieve Fanndale should also furnish us witb this 
inforination when a customer contacts them to end service. Also, om srntemrnts do have an area to lin my 
changes. If rhar informotion is provided to us, we will fonvnrd to Fnrmdalc 

4. Since my experience is in medical collections, 1 would estimnte a BODO % collectiona of timoly 
paymcnrs Physician office visit clnimS pay sooner thnn hospiral or ~mgny claims. 

5. Again, in the medical collections. the percentage is higher However, with n smaller bill amount, I 
would CSIimate 10-15% will fail to pay- 

6 The cost for collections on delinquent accounb k 30% I do utilize an oulside collection agency for 
this purpose. 

I hope this information iy helprul in considsring our service. I also have n few questions that 1 would like 
to be considered aa well 

1. Do you charge a late fee if a bill is paid after thc duc date? If 60, how much? Is lhcrc n grace 
period? 

2 HOW long do you allow an account to go with no payment before going io collections? 



I m enclosing a sample copy of our coomct for your review lfyau have any funher questions or conccms, 
please eel free to contact me at the numbers above. I look f o m d  to tho opportunity of worl;iog wirh YOIU 
company. 



x 

i 
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Bluegrass '&itthcj sewioes, LL-c 
6477 Bagdad Rd 4119BrownsLnSte28 
Bagdad, Ky. 40003 Louisville, Ky. 40220 

Phone - 502-454-7766 
Fax - 502-451-9291 

. . .  

cc. 

From: Alison 
DateSent a)rglorc 

7 Number of Peges: 

Message: 
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Contract With lndependent Contractor 

This agreenicnt is between 
Services, LLC (Contractor). 

- (Client), and Bluegraxi Bill ig 

2. Services to be Performed by Contractor 
a) Provide data set on Paradip server 
b) Mttintain Paradigm support conhacts 
c) Maintain Paradigm Update Manager 
d) Perform all aspects of Billing office as follows: 

(1) Print and mail monthly statements; 
(2) Provide month-end billing reports; 
(3) Post payments and adjustments; 
(4) Review outstanding accounts and advise Client of status; 
(5) Respond to telephone and other inquiries relating to billing and collection services; 
(6) Enter charge data; 
(7) Assist h e  Client with any revicws or audit9 of claims submitted or billing practices 

by a federdl, state or  local regulatory agency or their contractors which occur in the 
normal course of hminess. 

(8) Provide electronic and physical reports and access to data, at a detailed level, in 
order to properly account for each transaction, credits and adjustments. All infomiation - -  - 

SXMPLE and access will be a g e  

3. Term 
The term ofthis Agreemen1 shdl begin on __ 
a period of one (1) year, with annual renewal thereafter. 

and shall continue for 

4. Payment 
Client will Day Contractor 10% of the moss collections ofthe Prtictice pcr month. Clicnt - 
will pay Contractor according to the following schcdule: 

Independent contractor will be paid by the 15th of every month 

5. State and Federal Tuxes 
Client will not: - withhold Social Security and Medicare taxcs from Cnntractor's payments or make 

such tax payment on Contractor's behalf 
* make state or federal unemployment contributions on Contractor's behalf, or 

withhold state or federal income tax from Contractor's payments. 

Contractor will pay all applicable taxes rclated to the performance of services under this 



i 

contract. 'l-his includes income, Social Security, Medicare and self-employment taxes. 
Contractor will also pay all unernployment contributions related to the performtlnce of 
services under this contract. Contractor will reimburse Client if Client is required to pay 
such taxes or unemployment contributions. 

6. Fringe Benefits 
Ncither Contractor nor Conrraclor's employees are eligihle to prticipate in any employee 
pension, health, vocation pay, sick pay or other e i g e  benefit plan of Client. 

7. Invoices 
Contractor will submit invoices to Client for all services performed at the beginning of 
each month. 

8. independent Contractor Status 
The parties intend Contractor to he an independcnt contractor in the performance of the 
services. Contractor will have the right to control and determine the methods and means 
of performing the contractual services. 

9. Other Clients 
Contractor rctains the right to perform services for other clients 

10. Assistants 
Contractor, at Contractor's expense, may employ assistants as Contractor deems 
appropriate to perform the contractual services. Contractor will be responsible for paying 

g income, Social 
ntractor will maintain 

these assistants as well 
Security and Medicare 
workers' compensation 

11. Equipment and Supplies 
Contractor will provide use of Paradigm server. 

12. Expenses 
Client will bc responsible for ~ l l  expenses required for the performance ofthe contractual 
services. 

13. Entire Agreement 
'This is the entirc agrcement between the parties. It replaces and supcrsedes any and all 
oral agreements between the parties, BS well as any prior writings. 

14. Successors and Assignces 
This agreement binds -and benetits the heirs, successors and assignees of the parties 



15. Noticcs 
All notices must be in writing. A notice may be delivered to a party at the address that 
follows a party's signature or to a new address that a party designates in writing. A notice 
may be delivered: 

in person - by ccrtiiied mail, or - by overnight couricr. 

16. Governing Law 
'Ihis agreement will be governed by and construed in accordance with the laws of the 
state of Kentucky. 

17. Counterparts 
The parties may sign several identical counterparts of this agreement. Any fully signed 
counterpart shall be treated as an original. 

18. Modification 
This agreement may be modified only by a writing signed by the party against whom 
such modification is sought to be enforced. 

19. Severability 
If any court determines that any provision of this agreement is invalid or unenforceable, 
any invalidity or unenforceability will affect only that provision and will not make any 
other provision of this agreement invalid or unenforceable and such provision shall be 
enforceable. modised, amended or 1 ~ ~ ~ t . p ~ ~  It valid and 

20. Client Obligntions 

A. The Client agrees to make available to BBS all records necessary for performing the 
above statcd Services. All records necessary will be ready for pick-up on the scheduled 
day and time, to be agreed upon bt Client and Contractor.. 'Ihc Client will communicate 
with BBS, in a timely manner, as reasonably necessq  for BBS to perform the above 
stated Services, provided that dl such communications between the parties will be in 
writing. 

B. The Client covenants that the patient account information submitted for billing and 
colletition will contain all billing information required for the completion and submission 
of claims, including, but not Limited to, current patient name and address, code numbers, 
procedure, time, F'e sheet and insurance card,front and back, etc., and including othcr 
information necessary in the billing and collection procedures. 

C. The Client agrees that BBS is its exclusive agent for billing and collecting its accounts 
and that it will provide 10 BBS all accounls accumulated in its business during the term of 
this Agreement for processing by RBS. 
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D. nte  Client authorizes BBS to providc training to the eniployees of Client, identified 
by Client, who ace responsible for data collection, copying, and forwarding to BBS. Such 
training will bc part o f  the set-up cost and be provided at no additional cost to the Client’s 
employees at the time of execution of this Agreement. If the Client hires or replaces stdf 
who require training, the additional training will be billed at the rate of $100.00 per day 
of training 

E. 1 he Client a p e s  that it will not murket, broker, sell, or re-sell BBS’s services to any 
other petson (including, without limitation, customers or clients of the Client) without 
BBS’s prior written consent. 

21. Early Termination 

There will be a $500.00 fee aqsessed if early termination is requested by the Client prior 
to the completion of the initial 1 year abpement. 

CLIENT 

L W P L E  By: 

Owner 

CON’IKACTOK 

Bluegrass Billing Services, 1,LC 
6477 Bagdad Rd 
Bagdad, Kentucky 40003 

By: -.- 
Alison Jackson-Shy 

Owner 
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S p e c i a l i z i n g  i n  M s d i c a i  J l l l i n g  a n d  C o l l e ~ t i o n  
I 

87 C Michael benpon8lvd 
Frankion. Kenluckv40801 
502.226.3858 Toii Free BE8 EO0 7248 
Fa 502.2275Wl 

Ir’ebrua.ry 20,2008 

Robcrr C. Moore 
Hazelsigg & Cox, LLP 
4 15 West Main Sneer 
Frankfort, KY 40602 

Re: Fanndale Development Corporation 

Dear Mr. Moore: 

Thank you for your Icrter ofinquiry dated Febniaty 15,2008. Our conipany spcdalizes 
in electronic medical baing and collection. While 0% sofnvapis capable of generating 
rnonfhly statements such as those qentioned in your letta and ttacking the amounts 
remitted with an accounting at the end o f  each month, we have no expwieace in &is 
type of b i h g  and collection. 

I contacted the collection agency our clients utilize for delinquent account:: (Cash-Pro, 
Inc. located in Evansville, Indiana) but) on Townsend, the President, was not aware of 
any corgpany specidking in b% arid collection services for a wastewater ueaiqFnt 
system. I was hoping to offer a solution! 

Thank you c&n. 

Sincerely, 

&$;& 
Kristine Kaiser 
President 
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NAZ~ELEIGG & Cox, LLP 

ATTOENEYS AI LAW 
.4L5 WXSX M a w  SZSE’X 

P.,O. BOX 67(1 nnXE L. H-LBIW (166b1970), 
1.onrs cox u907-19711 Fna-onr, K ’ ~ ~ r u c n Y  ‘10602-0676 

Fax: (5021 875-7158 
TET-TIPIIONE: (502) 227-2271 

March 13,2008 

George Pheips 
Cap Billing Service 
6126 CoenTush 
CJreenviIle, Indiana 

Re: Farmdale Development Corporation (“Farmdale”) 

Dear M i  Phelps: 

Thank you for contacting me on Wednesday, March 12,2008, concerning whether your 
company will be able to provide billing sewices to Farmdale Development Corporation. Based 
upon your statement that Cap Billing Service only performs medical billing and does not wish to 
handle funds due another company, it is my understanding that you do not wish to handle the 
billing and collection services for Farmdale Thank you very much for your attention to this 
matter 

RCWneb 
cc: Carroll cogan 
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EAZELBIGG & Cox,  LLP 
A T I O B N E Y S  A I  LAW 

415 'ivxsa Mlm S Z a E E T  

P 0 BOX 676 D m n ~  I ELczn~~~ac. (1881-1mo) 

&ANlU?ORT, ~ W l ' O C U Y  40602-0676 LOUTS COX l1907-1971) 

(502) 875-7158 F L X  
T D L F J P E T O ~ :  1502) 227-2273 

Paula Rearden 
Frankfort Electric and Water Plant Board 
P. 0. Box 308 
Frankfort, Kentucky 40602 

Re: 

Dear Paula: 

Billing and Collection SeIYices for the Farmdale Development Corporation 

Pursuant to our telephone conversation on Monday, March 3 1,2008, it is my 
understanding that the Electric Water Plant Board ofthe City of Frankfort does not perform 
billing services for any third parties with the exception of the City of Frankfort's Sewer 
Department Additionally, the Plant Board does not wish to perform billing services for the 
Fmmdale Development Corporation. Thank you for discussing this matter with me and please 
contact me if my understanding is incorrect 

RCWnel, 
cc: CarrollCogan 

Warner Caines 



109 South First Sbeet 
Nicholasville, Kentucky 40356 

(859)885-4619 fax (859)885-1127 

April 29,2008 

Mr Robert C Moore 
415 West Main Street 
P 0 Box 676 
Frankfort, KY 40602-0676 

RE: Farmdale Development Corporation 

Dear Mi. Moore. 

Your inquiry about providing billing and collection services for Farmdale WWTP has been 
received by Donald Smothers at Blue Grass Energy 

Blue Grass Energy would not be able to provide those services to Farmdale at this time 

Thank you for your interest and consideration of Blue Grass Energy 

Yours truly, 

Howard Downing 

€JD/Pb 
4/29/08 
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HAZELBIGG & C o x ,  LLP 
ATTOBNEYS AT IAW 

4.15 W I I S Z M U  S T x n r  
P 0 BOX 676 

%.ANUEdEX. a'NTUClCY 40602-0676 

December 20,2007 

MI Berl Robinson, Chairman 
Farmdale Water District 
90 Mill Road 
Frankfort, ICentuclcy 4060 1 

Re: Farmdale Development Corporation 

Dear Mr., Robinson: 

As we have previously discussed, I am counsel for Farmdale Development Corporation, which 
operates the Farmdale Wastewater Treatment Plant. The Public Service Commission is currently 
reviewing the amount billed to Farmdale's customers for billing and collection services providing by the 
Farmdale Water District. Please let me lcnow whether the Farmdale Water District will agree to stop water 
service to one of its customers if the customer fails to pay its sewer bill even if you do not provide billing 
and collection services, and the charge for this service, as well as the charge for tuming the water back on. 
Please note that pursuant to IORS 96.930 the user ofwater in any manner tending to contaminate it raises a 
duty to provide foi the proper disposition ofthe waste water according to the highest public health 
standards and such duty includes full responsibility for paying the cost of such disposition. Agreeing to 
stop water service to a customer who fails to pay his or her sewer bill is certainly consistent with the 
provisions of KRS 96.930. I have enclosed a draft conbact that has been entered into by other water utility 
companies providing for this service for your review. 

I will be contacting you to discuss this matter and look fornard to speaking with you at thaf time. 

RCM/neb 
cc: Carroll cogan 

lRobeIt C. Moore 
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AGREEMENT 

T h i s  Agreement is entered into and effective this ___ day oEDecembei, 2007 

b y  and between ihe Utilities Commission (''PUC") whose address i- 

LLP, 415 W. Main Street, P 0. Box 676, Frddort ,  Kentucky 40601. 

WITNESSETH: 

W'HEXEAS, pursuant to KRS 96.930, the General Assembly of the 

Commonwealth of ICentucky has declared the use of wateI, in any manner tending to 

contaminate it, raises a correlative public duty to provide for the pIoper disposition 

thereof according to the highest public health standards, and that such public duty 

includes full responsibility for paying the cost of such disposition; and 

WHEREAS, -onlrols, operates, and maintains those certain sewer facilities 

located within -unty, Kentucky, and more particularly the facilities contained 

within the j-1 
~ ~ . P ( I U s t o m e r s 7 ' ) ;  and 

WHEREAS, t h e m e  authorized entity that supplies water to residents 

within the above-described communities; and 

WHERIFAS, certain residents in the above-described communities have - 

demonstrated a refusal of timely pay for sewer services to 

WHEREAS, in the best interests of public health, safety and general welfare, 

sought the assistance of- enforce collection of lawW rates and charges 
. - . ~ ~ .  - ...,. 

I 



SECTION TBREE 

Compensation to PUC 

the sum of Twenty-Five Dollars ($25 00) for each 

rpaym II)..... m s h d  'event in which disconnects water Service pursuant to a I 

p m h e  sum of Tpventy-Five Dollars (925.00) €or each event in w h i c h m o n n e c t s  

Water service a -request. 

a 

b. In instances in which mas received a notification from e d 

axrived at the premises in order to perform services but i s  directed by m n o t  to 

discontinue service or reestablish selvice, mall be entitled to receive the payments 

set forth above 

SECTION FOUR 

Indemnity 

m s h a U  i n d e k y  and hold b a r d e s s ~ r  any and aU claims caused, in - whole or in part, by- negligence. It is futher agreed and understood that 

s h d  fuuy ~d completely and unconditionally indemnify and hold harmless =or any 

claims or causes of action asserted against -I discontinuing or reestablishing 

service under this Agreement. 

SECTION lTW 

Liability for Failure to Discontinue Service 

In ihe event m o n g f u i l y  fails 01 refuses to discontinue water service pusuant 

to a m t i c e  arid conhues such fdu re  or refusal for a period of thiay (30) days 

3 
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d e r  ieceipt of fhe notice,g)&,aU be liable to m r t h e  amount due fiom m 
customer involved 6om the effective date ofthe .1)Notice 

r 

SECTION SIX f 

General Provisions 

a. I€ any provision ofthis Agreement is determined to be unenforceable that 

determination shall not affect the enforceability ofany other provisions ofthis 

Agreement. 

b. This Agreement contains the entire agreement between the parties, atid no 

statements, promises or inducements made by either party or agent of either party that are 

not contracted in th is  written contract shall be valid or binding; this Agreement may not 

be enlarged, modified or altered except in writing signed by the parties and indorsed on 

this Agreement. 

c. It is mutually understood and agreed that this Agreement shall be 

governed by &e laws ofthe Commonwealth of Kentucky, bo& 

performance. 

to ;Iterpre@tion aqd. 

d.. The Parties a a e e  this Agreement is the result of mutual changes and the 

Rule of Construction against the drailer shall not apply. 

In witness whereof, the Parties have executed this Agreement the day an6 year 

h r s t  above written. 

4 



BY: 

ITS : 

B Y  

rrs: 

NTLJCKY 

authorized representative 
December, 2007. 

Subscribed and sworn to before me by 
ofthe m m m i s s i n n ,  on 

NOTARY PUBLIC 

M Y  COMMISSION EXPIRES: 

COMMONWE TH OF I C E m C K Y  
COUNTY 

MY COMMISSION EXPIRES: I t -  /0- @lo 

5 



PAGE 81 COVERED BRIDGE(( L 

OM, 

R , W n e b  
CG: Carroll Cogan 



ATTACHMENT M 



COVERED ERIDGE UTIL  P ~ G E  a5 05/30/288E1 14: 25 2383329 

. .  . _ .  . 
ii'-L --/- ~ ~ - & = & : = F ; : . 2 & s > , 5  =%?--=.+y<:,r+i+i$lk&&& &,L"i I- . ,  

Londori Notionol City Book of Kentucky 
Privors Client Qroup . Louiaville 

Louisville, K Y  40202 

B,qriqwer: Forqdnla D a v q ~ p m ~ n f , C d r p ~ , r a i w ~ ~  
1700 BordsslovJn Road ' 
Lauiwille,' IKY 40206 . .  101 Solnh Fifth Street 

. .  . .  __ _.___=_. ~--= ~ ~ - .  =.. .:~~,:~~~.'.~.=~---~:~=- 1 
z .  ' :  m" 

P,rincipal ArnotrnP: $25;6dO..d@ " Date of Note: July 18. 2006 
PROMISE TO PAY. Farmdnle! p&o to  Nntionol City Bank of  Kontuckv ("Lander"). or order. in 
fae(11 money of: the UnitQd. Sletbo Thousand I3  O O l l O O  Dollers (SZ6.000.001 of so much 9 
'ma3 pa ouuminding. ~oyethu<'wJ.r$ CB of oach RdvancO. lniere6t shell ha calculated from tho 
,dntb of QBCh advance Until r.Opit 

dlve payment .of ail owi 
mbJithlV' PdVmentS 01 e+ 
sakh month rK$rooftcr 

18, 2007. In nddnion, Borrower wlU pey regular 
uant interoat payments eta due on the same day of 
.. Amounts repaid may not bo reborrowod. 

. . ., 
f&.ra~sT AFTER DEFA~LT. ~ p o n  
adding a z..nap peiceiwagb tpulnt'.,n4rgi+.t 
'Gjnge 7hst would have ip i I isd ' I la6 k i d + '  L, 
'ii,p-$iti6ns und'sr applicnbl&w 

' bEFAU,LT. Each of ttie fol!ovxin, 

t i .  rjay lip% i jp ! ,  rnalurlty, Tho Interest rete on this Note shoil be increased by 
iq?l: " TI% D,e,fauir Rate Margin ehail a150 epply t o  each succdeding inrcrest rata 
: . ~ . ~ ~ & c r ; ~ i l l  ho eyonl 'will tho intorest rate oxceed rhs maximum intere3t raxe 

, ;.-,. . . . . .  , .  ,, . . . .  

:of Dsfault'l under thls Note: 

P & m t  O ~ k ~ l t .  Bomi.rv 

Oiher oefidts. Bqrrawwtaifs, fq 5 
any of the related docim6ntr qr tD 
kcweon Lsnder and' Borfai~er" 

FnlP.Q Smtorimnts. Any 
N O ~ Q  or the tolaled doc 
or misleading at any ti 
(nv~OlW,Qncy. The diss 
raceiver for any' CJ 

Cmditor or Forfa@ 

ation. covenant or condirion contalned in this Note or in 
covensnt or condition contained in any other agreement 

a'surety bond for 

. . .  
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Loan I&: 1 i3i1.00 PagD 2 

hi$ collect ;his Note if Borfower doec not pny,  Borrowar will pay 
@ r  .Lender's reaoonnble ottornoys' fees and Lender's legal expenses 
d bgal expenses for bankniptcy proceedinQs (including efforts to 
ibltod by applicabia law, Borrower el60 will pay any court costs, in 
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