
In the Matter oE 

E 2  COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SE,RVlCE COMMISSION MAY 2 8  2008 

PUBLIC SERVICE 
COMMISSION 

APPLICATION OF THE R A WILLIAMS ) 
DEVELOPMENT CO , INC D/B/A 1 
CEDARBROOK TREATMENT PLANT FOR THE ) CASENO 2008-00042 
APPROVAL OF THE PROPOSED INCREASE IN 1 
RATES FOR WATE,R SE,RVICE ) 

MOTION OF INTERVENOR, CEDARBROOK UTILITIES. LLC, 
TO SUPPLEMENT APPLICATION FOR RATE ADJUSTMENT 

Comes Cedarbrook Utilities, LLC, (“Cedarbrook”), by counsel, and hereby requests the Public 

Service Coniniission to supplement the Application for Rate Adjustment filed by R.A. Willianis 

Construction, lnc., ( “ R A  William”) for the Cedarbrook Wastewater Treatineiit Plant (“WWTP”) as 

follows: 

1) On February 4, 2008, R.A. Williams submitted its Application for Rate Adjustment to 

the Coniniission initiating the above-styled rate case. Commission Staff assisted R A. Williams in tlie 

preparation of this Application for Rate Adjustment, which application requested an increase in tlie 

monthly rate to $62 00 per month, based upoii the expenses incurred in the 2006 test period 

2) R.A. Williaiiis is a construction company and it does not have experience and technical 

expertise to operate a WWTP. Accordingly, included in the expenses for the test period was a $1,000 

per month iiianagenient fee paid by R.A. Williams to Covered Bridge Utilities to nianage the 

Cedarbrook WWTP. On February 1, 2008, R.A. Williams and Cedarbrook submitted to tlie 

Commission a Ioint Application for tlie Transfer of the Cedarbrook Wastewater Treatment Plant and 

collection system serving the Cedarbrook Subdivision in Cynthiana, Harrison County, Ikntucly, to 

Cedarbrook. 

3 )  R.A. Williams has been worlting for approximately twelve (12) years to locate a 

technically qualified entity tliat would agree to take over tlie Cedarbrook WWTP, By Agreed Order 



entered into by R.A., Williams aiid the Kentucky Enviroimiental and Public Protection Cabinet, R.A. 

Willianis is to convey the Cedarbrook WWTP to a third party approved by the Commission. This 

Agreed Order expressly recognized tlie Joint Application filed 011 February 1, 2008, to convey the 

subject WWTP to Cedarbrook. The Agreed Order further states that if the Joint Application to 

Approve the Transfer ofthe subject WWTP to Cedarbrook is denied, R.A. Williams is required to file 

another application to transfel. the facility within 120 days of the Commission’s denial. (See Record in 

Case No. 2008-00040). 

4) Commission Staff subsequently issued its report on the Application for Rate Adjustment 

filed in tlie above-styled action and by Order dated April I ,  2008, all parties were to submit written 

coininelits conceining this Staff Report. The Staff Report now recoininended a flat residential rate of 

$46.40 per month, rather than tlie flat monthly rate of$62.00 per month set forth in the Application for 

Rate Adjustment prepared with the assistaiice of Commission Staff, The Staff Report stated “Given 

the proposed transfer of ownership of Cedarbrook’s assets, Staff is revising the original findings and 

recom~iie~idations of its field review. Staffs revised proforma operations aiid explanations of its 

revisions are attached Iiereto as Appendix B.” (See Staff Report, page 2). The management fee of 

$1,000 per month paid by R.A Williams was deleted froin costs in Appendix B to the Staff Report. 

Accordingly, based solely on the filing of the Application for Transfer of Cedarbrook WWTP in Case 

No. 2008-00040, Coinmission Staff deleted the management fee o f $ ]  ,000 per month, apparently 

assuming that the Cedarbrook WWTP would be transferred to Cedarbrook Utilities. 

5 )  Due to the fact that Commission Staff apparently considered that the subject WWTP 

would be traiisferred to Cedarbrook in removing the management fee of 9; 1,000 per month, 

Commission Staff should also, in setting the rate for the Cedarbrook WWTP, consider expenses to be 

incurred by Cedarbrook should the Joint Application for Transfer be approved. Therefore, Cedarbrook 

requests that Commission Staff take the followiiig expenses into consideration in determilling the rate 



for the subject WWTP: 

a) R A Williams currently bills tlie customers of the Cedarbrook WWTP 011 a quarterly 

basis. In the event the Joint Application for Transfer is approved, Cedarbrook will be filing a new 

tariff providing for the monthly billiiig of the customers oftlie Cedarbrook WWTP in order to 

normalize revenues. The current cost of billing, iiicluding postage, as set forth in the Amendment to 

tlie Application for Rate Adjustment (“Aiiiendment to Application”) filed on behalf 0fR.A. Williams 

is $249.00 per quarter, or $996.00 per year. Since Cedarbrook will be billing on a moiitlily basis, tlie 

amount included in  tlie rate for billing costs, iiicliidiiig postage, should be $249.00 per month, or 

$3,108 00 per year. 

b) R.A. Williams allocated the amount of $524.00 per year for rent in  its Amendment to 

Application. As stated above, R.A. Williams is a construction company and any rent expense 

attributable to tlie subject WWTP operation is merely incidental to its construction company operation 

aiid costs. In fact, as reflected by tlie losses incurred by R.A. Williams in its test year, tlie construction 

company operations have subsidized the operation of the Cedarbrook WWTP. Accordingly, a more 

realistic rent figure should be included in the Applicatioii for Rate Adjustment. Cedarbrook requests 

that a rent figure of $100.00 per month be included in tlie rate,, for an annual cost of $1,200.00. This 

amount is necessary to cover the cost oftlie office space, furniture, utilities, computers and other office 

equipment, as well as the receplionist/operator to answer telephone calls. 

c) R.A. Williams allocated tlie amount of $129.00 per year for telephone expense in its 

Amendment to Application. Again, R.A. Williams is a construction company and any telephone 

expense attributable to tlie subject WWTP is iiierely incidental to its construction company operations 

aiid costs. Cedarbrook requests that the amount of $40.00 per month for telephone expense be 

included in the rate, for an annual telephone expense of $480. 

d) R.A. Williams allocated tlie amouiit of $1,200 per year to accountiiig costs in its 



Aiiiendiiient to Application, which accounting is performed on a quarterly basis in accordance with its 

quarterly billing practice. Again, R.A. Williams is a construction company and accounting costs 

attributable to tlie subject WWTP are merely incidental to its constriiction company operation and 

costs. If tlie Joint Application is approved, Cedarbrook will aiiieiid tlie tariffto bill on a monthly basis, 

and requests including an accounting figure of $300 per month for a total of $3,600 per year for 

accounting services, which includes monthly boolclteeping services, for use in setting the rate. 

e) R.A. Williams allocated the amount of $726 per y e a  for a total of$8,712 per year, to 

pay Caniden E.nvironmental for the cost of operating the subject WWTP. Cedarbrook obtained quotes 

to operate tlie sub,ject WWTP froiii E.lliot Turner in tlie amount of $1,175 per month and from Terry A. 

Colcei in tlie amount of $1,000.00 per month. (See Attachment A) Cedarbrook requests that tlie 

anlowit of $950.00 per month be included in  the rate, for. an ainiual operators expense of $1 1,400.00. 

f) As stated above, R,A. Williams’ Application for Rate A?justnient requested a 

management fee of $1,000 per month, for a total of $12,000 per year. Tlie Staff Report recommended 

eliminating this fee and iiistead provided for an ownerlmanager fee of $3,600. Due to tlie expertise and 

experience of the members of Cedarbrook, Cedarbrook requests an ownerlmanager fee of at least 

$6,000, and proposes an ownerlmanager fee of$9,600. 

i) Tlie Public Service Coniniission lias historically authorized a WWTP ownerlmanager 

to be paid a salary equivalent to tlie salary autliorized for a single water district 

commissioner, on tlie theory that tlie duties o f a  water district coinmissioner and WWTP 

ownerlnianager are similar. In making its recommendation to pay R.A. Williams an 

ownerlmanager salary of$3,600.00, Staff failed to consider that a water district 

coinmissioner shares Iiisllier duties with at least two (2) other commissioners, while a 

WWTP only lias a single ownerlmanager. Using Staffs logic, a WWTP ownerlmanager 

should be coinpensated at tlie total amount paid all tluee (3) water district 
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coinmissioners because the WWTP owner/manager is doing the job of all of the water 

district commissioners, which does not include the salaries of the employees ofthe 

water distiict. Cedarbrook does not have any employees. 

As reflected in Attachment B, the amount paid to the officers of the Farindale Water 

District per year totals $10,800. The amount paid to the officers and managers of the 

South E.lkhorn Water District per year totals $30,000, and the amount paid to the 

officers and managers of the Northeast County Water District per year totals $18,000. 

The amount paid to the officers and manager of the South Woodford Water District per 

year totals $10,800, Accordingly, the Public Service Coiniiiissioii should authorize the 

payment of an owner/manager fee of $9,600, which is less than the amount paid to the 

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

ii) 

Cogan and Lawrence W Sinither, the members of Cedarbrook, justifies an 

ownerlnianager fee of no less than the $9,600 requested. Mr. Cogan has paiticipated in 

the operation of a number of wastewater treatment plants located in the Commonwealth 

of Kentucky over the last twenty (20) years. Mr. Cogaii has a Master’s Degree in 

Emironmental Engineering froin the [Jniversity of Louisville’s Speed Scientific School. 

MI .  Sinither, who is licensed by the Coiiiinonwealth of I<entucky as a wastewater 

treatinelit plant operator, has extensive experience in wastewater treatment plant 

operation and design, and has operated package wastewater treatment plants in 

I<entucky for over thirty (30) years. A copy of Mr. Smither’s current I<eiitucky 

wastewater treatinelit operator‘s license is provided as Attachment C. The expertise and 

experience of Mr. Cogan and MI. Smither, as set forth in  the .Joint Application for 

Approval of Transfer of the Cedarbrook WWTP (Case No. 2008-00040), supports the 

It is iiiiportaiit to note that the substantial training and experience of Martin G. 
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payment of this owiier/iiiaiiagemeiit fee of $9,600.00. Indeed, KRS 74.020(6) provides 

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

things, meets certain enhanced training requirements. Staff should at least recoinmend 

an owner/manager fee of $6,000 in this case based upon Mr. Cogan’s and Mr. Smither’s 

50-plus years of experience owning and operatiiig jurisdictional sewer utilities. Of 

course, if all three commissioners of a water distiict had the training and experience 

sufficient to satisfy KRS 74.020(6), they would generally receive total compensation of 

at least $1 8,000, Accordingly, the Public Service Commission should authorize the 

payment of the reasonable owner/maiiagement fee in this case of $9,600 

iii) The payment of the ownei-/management fee of $9,600 is more that justified when 

considering the duties and responsibilities of an WWTP owner/manager, as compared to 

the duties and responsibilities of the iiiultiple officers and managers of the above- 

referenced water districts. Mr. Cogan and Mr. Sinither will be responsible for: 

- the operation and management of the Cedarbrook WWTP, which will 
require substantial time and work due to its deteriorating condition. 

- insuring proper maintenance, repairs and improvements to the WWTP. 

- preparing and submitting the required reports, applications for rate 
adjustment and tax returns to the Public Service Commission and the 
Revenue Department. 

- preparing and submitting the required reports to the Kentucky Division of Water, 
including monthly discharge monitoring reports. 

- compliance by the Cedarbrook WWTP with the regulations of both the 
Public Service Commission and the Kentucky Division of Water. 

- hiring and supervising the professionals i,etaiiied by Cedarbrook, including 
accountants and attorneys. 

- personally guaranteeing any loans obtained by Cedarbrook, as lending institutions will 
not loan monies to a privately owned sewer utility without an adequate guarantee. (See 
Attachiiient CL 
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- inonitoring the billing and collection of Cedarbrook’s total revenue 
from its 51 customers and payment of Farmdale’s total expenses. 

- Cedarbroolc will not employ a supei,inteiident or treasurer as is authorized for 
water districts. (ICRS 74 040 and KRS 74.,050). 

The above information confirms that the ownedinanagement fee of $9,600 proposed in  the 

above-styled application is nior’e than reasonable and should be approved by tlie Conimission. 

6) If tlie Joint Application for Transfer oftlie Cedarbrook WWTP is approved by the 

Conimission, Cedarbroolc will uiidertalce to implement a systematic long term reconstruction of the 

defective parts of tlie collection system. The estimates oftlie cost to perforin this construction received 

by R.A. Williams in 2006 and 2007 ranged from $126,142 to $175,166. (See Answers to Data 

Requests i n  Case No. 2008-00040, Attaclinient 13). Cedarbrook intends to male the necessary repairs 

to the collection system on a “worst-first” basis. In order to fund the first phase of tlie repaiis, 

Cedarbroolc intends to enter into a loan i n  the amount of $10,000.00, with a maturity of one year. The 

borrowed funds are to be spent in the year following tlie transfer. Accordingly, Cedarbrook requests 

tlie Coinmission to include tlie amount of the loan, $10,000.00, plus interest, in the rate case. Based on 

current interest rates, it is anticipated that a financial institution would charge interest at the rate of 

between 6.5 and 7.00 per annum 

FRespectful ly  Submitted, 

\& C . h %  
Robert C Mooie 
Hazelrigg & Cox, LLP 
415 West Main Street 
P.O. Box 676 
Frankfort, ICentucIcy 40602-0676 
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CERTIFICATE OF SERVICE 

I heieby certifi that a true and correct copy of the foregoing was filed by hand delivery on 

Stephanie Stumbo, Executive Director, Public Service Coiiiiiiission, P .0 ,  Box 6 15, Fraiikfort, I<entuclq 

40602, and Todd Osterloh, Public Service Commission, P . 0 .  Box 61 5, Frankfort, I<entucky 40602, and 
by first class inail on David Edward Spenard, AssiWttm.x@iieral ,  1024 Capital Center Drive, 
Suite 200, Franlcfoit, I<y , 40601-8204 on this 
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LARRY SMITHER 
ELLiOTT 

PAGE 03 
WGE 81/01 

EllloIt Turner 
502 Three Forkm Road 

Rlchmond, Kentucky 4047s 

May 21,2008 

Cedarbrook Utilities, LLC 
1706 Bardstown Road 
Loulsville, KY 40205 

Re: Cedarbrook Wastewater Treatment Plant 

I am pleawed to present our quote of $1,176.00 per month for me 
operation of the referenced treatment plant end the system remote Ilfl stations. 

We will make 3 visita to inspect all equipment, perform implant tast, make 
process control adjustments, clean up end perform preventative maintenance. 

Thanks for  the opportunity to quote you on this work 

If you have questions, please let me know. 

Sincerety, 

Elliott Turner 



05/22/2008 09: 58 5822411624 LARRY SMITHER 

Clearwater Services 
106 Sbannon Court 

Georgetown, Kentucky 40324 

May 2 1,2008 

Ccdarbrook [Jtilhics LLC 
1706 Burdstown Road 
LOuiSbiii~ K Y  40205 

1 am please ro present my quae of SlOW.00 per monkh for ihe opemiow oftbe 
referenced treatmen1 p h r .  

For this amount 1 will make vislts to the plant 3 rimes per week. 

Thanks foc the o p p w i 1 y  (D qwre 

Sincerely, 

PAGE 02 
M 001 
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~~ 

Person to send 
:orrespondence : 

Person who 
2repared th i s  report 

Officers and 

21700 Farmdale Water Dis tr ic t  

Term 
Expires Salary First Bus. Addr. Last 

Name Name Title 

Chairperson Robinson Berl 
230 River Valley 
Road Frankfort, KY 
40601 
PO Box 3280 

Robert Frankfort KY 
40603 C. CPA Bass 

Ma naaers I I I I I I 
khairoerso ' 

(Treasurer /Toles /Clifford I ($3,600.00(05/14/2007 
(Secretary (Hall /Yvonne I /$3,600.00~05/14/2007 

i://psc Icy govluiinetTulJ1icR.epSelect aspx 5/5/200' 



24300 Jessamine-South Elkhorn Water District 

to send 
-0rrespondence: 

Person who 
x e p a  red t h i s  
-eport 
Dfficers and 
Managers 

Term 
Sa'ary Expires First Bus. Addr. Last 

Name Name Title 

Office Manager Clark Diana Nicholasville, KY 
P 0 Box 731, 

40340 
106 W Vine St, 

KY 40507 
Auditor Besten Michael #700, Lexington, 

Chairman Strong Nick $6,000.00 02/19/2008 

$6,000.00 12/21/2008 Secretary Robinson Dale 

Tr eas  u rer Blackford John $6 , 0 0 0.0 0 1 1/0 5/2 0 0 7 
Vice Chairman Hall James  $6,000.00 03/28/2010 
Commissioner Haws Jerry $6,000.00 10/26/2009 

Noland Kenneth  $300.00 02/01/2006 
Cornmissioner - 
Resigned 

George 

1:Npsc Icy gov/ufiiiellPublicR epSelect aspx 8/8/200' 



'ublicR.epActipn , Page 4 of : 

to send 
:orrespondence: 

Person who 
lrepared this  report 

Dfficers and  

27300 N o r t h e a s t  Woodford County W a t e r  District  

Term 
Expires Title Last Name Name First Bus. Addr. Salary 

Chairman Davis J o h n  Street, Versailles, KY 

Ray, Foley, 230 Lexington Green 

co  . Lexington, KY 40503 

225-A South Main 

40383 

Auditor Hensley & Circle, Suite 600, 

Managers 
Chairman Davis John $6,000.00 05/27/2010 
Treasurer Moore Larry $6,000.00 05/27/2007 
Secretary Shipp Hubert $6 , o o 0. o o o 312 7/2 o o a 

~://psc Icy gov/ufinei/PublicRel,Seleci aspx s/s/zoo 



’u blicRqp ActipIi Page 5 of I 

First Last 
Name Name Title 

Chairperson Quarles Church 

Charles Mitchell 
‘ O ’  LLp 

Person t o  send 
:orrespondence: 

Person who prepared CPA 

Officers and 

-his report T. 

27900 Peaks Mil l  Water District  

Term 
Expires BUS.  Addr. 

408 Indian Gap 
Road, Frankfort 
KY 40601 
201  W. Main St., 
Frankfort Ky 
40601 

Managers 

Treasurer 

Secretary 

Perkins Wilbert 40601 256 Road $3,600.00 12/31/2007 

Clark Lowell Road 2445 40601 Indian Gap $3,600.00 12/31/2007 

S/S/200’ 



30400 South  Woodford Water District 

Contacts (Ref Pg. 6) - 
Sa'ary First Bus. Addr. Name 

Last Title Name 

Chairman Dotson Bob Avenue, Versailles, 
467-D Wilson 

KY 40383 
230 Lexington Green 
Circle, Suite 600, 
Lexington, KY 40503- 
3326 

Person to send 
-0rrespondence: 

Person who Ray, Foley, 
xepared  th i s  Auditor Hensley & 

Dfficers and 
Managers 

eport co. 

467-D Wilson 

KY 40383 
467-D Wilson 

KY 40383 
467-D Wilson 

KY 40383 

Chairman Dotson Bob Avenue, Versailles, $3,600.00 

Treasurer Tupts Ira Avenue, Versailles, $3,600.00 

Secretary Drury Bill Avenue, Versailles, $3,600.00 

Term 
Expires 

08/19/2010 

08/19/2007 

08/19/2009 



'ublicRcp+c tipn Page 7 of ~ 

1;3,150.0 C 

31500 U. S .  60 Water District of Shelby, Spencer  and Franklin Counties  

;1,600.00 

Contacts (Ref Pg. 6) 

Person to send 
:orrespondence: 

3rst 
rlanie /Bus. Addr. 

FRANKFORT 

SHELBWILLE, 
EGGEN WILLIAM ROAD, CHAIRMAN 

17457 

Person who 
3 re pa red this 
-eport 

Officers and 
Managers 

KY 40065 
RAISOR, 513 HIGHLANC 
ZAPP & AVENUE, 
WOODS, CARROLLTO N , 
PSC KY 41008 

CPAS 

7457 
FRANKFORT 

SHELBWILLE, 
KY 40065 
850 BRONS 

CHAIRPERSON EGGEN WILLIAM ROAD, 

LANE, 
'OHN FRANKFORT, KI 

40601 
PO BOX 54, 

TREASll RER BREWER DAVID WADDY, KY 
40076 
120 PEYTONA 

SECRETARY 

40076 
300 BROWN'S 
LANE, 
FRANKFORT, KY 
40601 
P.O. BOX 97, 

COMMISSIONER MILLER STEVE BAGDAD, IO' 
40003 

COMMISSIONER HEARN 

;COMMISSIONER/MASTERS 1 WALLACE iBEACH WADDY, KY 

Salary 

;1,750.00 

$3 75,O 0 

'errn 
ixpires 

1/3 1/2009 

5/07/2007 

1/31/2008 

1/13/2006 

p://psc ky gav/ufiue~ublicRe]JSelect aspx 8 /8 /200  



32300 W e s t  Shelby Water District  

$6,000.00 

Contacts  (Ref Pg. 6) 

Street Shelbyville, 

03/10/2008 

$6,000.00 03/09/2007 

$5,000.00 04/0 1/20 10 

40,060.00 

33,876.00 

i:llpsc Iy govIulineVPublicR epSelect aspx S/S/200' 






