
In the Matter of: 

COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

PROPOSES ADJUSTMENT OF THE 
WHOLESALE WATER SERVICE RATES OF 
THE CITY OF WHITESBURG 
CASE NO. 2009-00465 

RESPONSE TO COMMISSION STAFF‘S THIRD INFORMATION 
REQUEST TO THE CITY OF WHITESBURG 

Comes the City of Whitesburg, and for i ts Response to the Commission Staff’s Third Information 

Request states as follows: 

1. 
Order of December 1,2009. 
Response: 
by it’s accountants/ auditors/ 

Provide the audit reports for the 2008 and 2009 fiscal years as requested in the Commission’s 

The 2008 and 2009 audit reports have not yet been provided to the City of Whitesburg 

2. 
Response: The trial balance dated July 31,2007 was provided as Exhibit 8 to  the Commission Staff’s 
First Information Requests. Further information is not available. 

Provide a trial balance for the 12-month test period. 

3. 
Response: The trial balance dated July 31,2007 was provided as Exhibit 8 to the Commission Staff’s 
First Information Requests. Further information is not available. 

Provide a trial balance for the fiscal year ending June 30, 2009. 

4. 
fiscal year ending June 30,2009. Provide this information in the format shown on pages 4 and 5 of 
Exhibit 3 filed in response to the Commission’s Order of December 1, 2009. Include in this format a 
category for the amounts to he allocated to Whitesburg’s wholesale customer. 
Response: This information is not available. All information available was provided as Exhibit 7 to the 
Commission Staff’s First Information Requests. 

Provide an income statement (including depreciation expense) for both the test period and the 

5. 

above. 
Response: This information is not available. All information available has been previously provided. 

Using the same format as item 4, for both the test period and the fiscal year ending June 30, 
09, provide a breakdown of the underlying revenues and expenses comprising the response to item 4 

6. 
were allocated to the wholesale customer. 

Provide an explanation of how the revenues and expenses provided in response to item 4 above 



Response: This information is not available. All information available has been previously provided. 

7. 
management services. 
Response: Please see executed contract attached. 

Provide a signed copy of the contract between Whitesburg and Veolia Water for the provision of 

8. Provide detailed monthly invoices from Veolia for the services provided under the above 
contract for both the test period and the fiscal year ending June 30, 2009. These invoices should include, 
a t  a minimum, the date, expense and amount of the service provided. Reconcile these expenses with 
the amounts shown in response to Item 4 above. 
Response: This information is not available. All information available has been previously provided. 

9. 
cost-of-service study performed by the Kentucky Rural Water Association for a 2006 fiscal year test 
period. Provide an explanation as to why there was no reference to the actual test period used in this 
proceeding. 
Response: The 2006 cost of service study performed by the Kentucky Rural Water Association was the 
most recent available. 

In response to Item 3 of the Commission's Order of December 1,2009, Whitesburg referenced a 

10. Provide an explanation and calculation for each of the amounts shown in Exhibit 7(b) provided 
in response to the Commission Staff 's Second Information Request. 
Response: This information is  not available. All information available has been previously provided. 

11. 
Commission Staff's Second Information Request. 
Response: Fiscal Year 2008-2009. 

Identify the period of time that is covered in the information shown in Exhibit 7(a) of the 

12. 
Allocate depreciation between total company, water department, sewer department and wholesale 
customer. 
Response: This information is not available. All information available has been previously provided. 

Provide a depreciation schedule for the test periad and fiscal year ending June 30,2009. 

13. 
June 30, 2009. Show the calculation and allocate the debt service between the whole company, the 
water department, sewer department and wholesale customer. Provide an explanation of the allocation 
to the wholesale customer. 
Response: This information is not available. All information available has been previously provided. 

Provide three-year average debt service coverage for the test period and the fiscal year ending 

, 



CE RTI Fl CAT1 ON 

I hereby certify that the foregoing responses are true and accurate answers to the best of my 
knowledge, information and belief. 

City of Whitesburg, Kentucky 

CERTIFICATION OF SERVICE 

I hereby certify that a true and acc te copy of the foregoing was served by first class mail, 
postage prepaid, to the following on the -day zv of June, 2010: 

Jeff R. Derouen, Executive Director 
Public Service Commission 
P.O. Box 615 
Frankfort, KY 40602 

Hon. Todd Osterloh 
Public Service Commission 
P.O. Box 615 
Frankfort, KY 40602 

Hen. Jamie Hatton 
52 Broadway Street, Suite A 
Whitesburg, KY 41858 
Counsel for Letcher County Water and Sewer District 
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f m f  
contained in Appendix A .  

Definitions o r  words and phrases used in iliis Agreeiiient atid the attachments are 

I .2 Calk land, buildings. facilities, easemiits. licenses, I ights-of-way. equipment and 
vcliicles presently or hereinafter acquired or owned by CITY shall remain the ex~lusive 
proper1y of CITY tinless specifically provided for otherwise in  this Ageenient. 

I .3 
the Coni ni onwea I th of Kent uckj/. 

This Agreement shaII be governed by and interpreted i n  accordance wit11 the laws of 

1.4 This Agreement shall be binding upon the siiccessors arid assigns of each of the 
parties, bait neither party sfiall assign this Agreement \v i th i t  the prior writlen consent of the 
other party. Consent shaII not be unreasonably witliheld. 

1.5 All notices sliatl be in writing and transmitted to the party‘s addi*ess stated above. All 
notices shall be deemed effectively given whcn delivered, if delivered personally or by 
courier niai I sewice, i .e., Federal Express or Airborne Express. delivered a Aer such notice 
has beell deposited in the United States mail postage 

Page No. 1 of 24 



I .$ lt is uiaderstood that the relationship of VWNA io CITY is trial of itzdeperiderit conlractoi. 
k he services provided tmde! this Apmmeait are of a professioisal iinture aid shall be performed 
in SCCOI dziice with good and accepted industry p i  actices foi contract opcr  tors simitady situated. 
I-lowever , sudz services shEI [mot be considered engineering services ~rad nothing herein is 
intended lo imply tlhat VWNA i s  to srrpply pnol'essiortal engiiieering services io CITY ~:nless 
specifically slated hi this Ageeineilt lo the contrary. 

F -  

1.9 1-f any litigation is necessary lo enforce the terms o f  this Agreemen& the prevniling party 
shall be enlitled to reasonable attorney's fees which arc diiectly attributed to such litigation in 
addition to any oiiicr ietief to which it may be entitled. 

1. I I IYiior to the commence!nent of work under :his Agieement, each party shall designate iit 

writing an employee or oiher. representative of the designa~iiig party who shai I i i a w  full authority 
to approve clnanges in the Scope of VIIork and compensation thei efore, execute written Change 
Orders reflecting such changes, rendez decisions jjl omptly, and furnish inforimiioii expeditiously 
lo the other party wj~eii necessary. 

I ,  12 
for or against either party hereto. 

This Agreement shall be interpreted in accordance willi its plairi rneaiilrtg and miol st~icily 

2.1 V\\rNA offeied employment to ail peisorriief of CITY actively woiking hill-time in the 
water and sewer dejmiinents as of August I ,  1999. V W J A  wihl contii-iue to provide einployirrent 
to all personnel wlio accept empioynent with V W J A  so long as their positioiis are necessary 
to QWNA's performince under this Ageement and they continue to perform their duties i n  a 
satisfactory manner. Wiere applicable, all such personnel must hold currciit licenses, 
certificates or authority to jmforni the work required of their respeclive positions. 

2.2 
certification reqtiireiiietits of the Conuiionwealth of Kentucky. 

VWhrk will staff the Project with employees who have met appropriate licerising sild 

2.3 VWNA shall provide ongoiiig training and education for. appropriate I)ersolinel in all 
ixxessary areas of modem water and/or wastewater process co~itrol, maintenance, safety, and 
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2.9 
seven day per week schedule. 

VVfl\IA siiail operate, iiaaintain ancl/or monitor the Project OH a 24-hour per day. 

2.:0 Visits iaaay be t.made at any lime by the Mayor or his designate. Keys for the Pe-qiect 
shall be provided to CITY by VWNA for sirch visits. Ail visitors to the Project shdi comply 
with VWIqA’s operating 2nd safety procedures. 

2. i 1 VWNA IVii i inipleiiient and imintaima a n  employee safety propan1 in coiiapliance with 
applicable laws, rules and regulations anld make recommendations io CITY regardiiig the 
need, if any, foi CITY to rehabilitate, expand or modify the Pro-iect to coinply with 
governmental safety regulations applicable to VWN A’s operatioris hereuncter aid federal 
I egriEations promulgated ptirstla1it ‘to the kinericans With Disability Act (“ADA”). Nothing laerein 
shail be construed to place upon VVJNA a duty to firid mcl  iepoit violaiions of eitlier the safety 
laws or the ADA at the Facility. 

2.12 \WNk may modi& the process and/or facilities to achieve the objectives o f  this 
Agreement and charge the Costs to the Maiiilenarice and liepain Limit; provided, however, no 
modification shall be without CITY’S prior writteri approval if  the coniplete modification Cost 
shaII be i n  excess of Two Thousaiid Dollars ($2,000.00). 

2.13 111 any emergency affecting the safety of persons or property, V W A  may act without 
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2.14 
arid submit t l z m  io 63I?l"i' for signatm e anci 11 ansrnittal to apliropi iaie authorities. 

As iequim-ed by Iaiv, pel init or couri order, 'VVlrNA will prepare plant penfozmance repoits 

2. I6 VWNA will provide for the collection and hauliirg of solid waste, sc~eenings: grit, sludge 
and scim ("i"daste") to CEV's existiiig or approved disposal siics. st sliall be the soie righi aitci 

responsibility OS CITY to desigmte, approve or select clisposal sitcs to be used by VWNA for 
CHTV's waste mater-ids. Ali Waste and/or byproduct t!eated and/or generated drsriszg V I W A ' s  
performance of services is and shdl ienzain tile sole and excIusive pioperty cE CITY. AH 
iiiaraifests or oihet ciocumeiitation required for disposal of Waste sRaH b.: signed by or in tiic rmne 
of the C3l'f-Y. 

3 . 1  
tl-eatmenf system I 

This Aiticle shall apply to VVfiTA's OM&M services for the CTTY's wastewater 

3.2 Within the des ip  czpacity and capabilities of the Waste Treatmeril Plant described in 
Appendix B, VWNA will iiiariage, operate arid inaiiitain the Plant so that effluent discliarged 
from the Plant's outfalfs meets the requirements specified in Appendix e 
3.3 Sul;,ject to the availability of S h d s  withiti the hhbrtenance a i d  Repair Limit; VWNk will 
perform a1 I Maintenance aJid Repairs [or the Wastewater portion of the Projeck arid submil a 
monthly accounting to CITY. Maintenance and Repair expenditures for the Project which exceed 
ihe R4ainlenance and Repair Limit specified ir? Section 7. I will be invoiced lo the CITY pursuant 
to Section 7.2. No expenditures over the l i i d  will be paid without prior approval of the CITY. 
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4.2 Within the design capacity ancl capabilities of the Water Treatrnent P lan t  described in 
Appendix B, VWNA, wil l  manage? operate and mahtaina the Plant so that water produced 
ii.oisi the Piaait meets the reqt~irenic~its specified in Appeiidix (2-2. 

5. i 
wastewater colieciioiz system and drinking water distribution system. 

This Article shall apply to VWNA's maintenance and repair services for the C17'Y's 

5.3 
Maintenance and Repair Limit. 

Costs associated with the services described in this Article shall be cliarged lo the 

5.4 
readings to h e  CITY. 

VVJNA shall read water meters before the 20th of each month and provide 

5.5 
service ordoff, and setling new services. 

VWNA will ca11-y out ctistonier service needs oC investigating coiaiplaints, tirrning 

5 .G VWNA will respond to enierge~icy services &er Iiours and 011 weekends. 

5.7 Sewer. Back-Up Procedure. Fro111 arid allen. the inception of the Term of this Agreement, 
VWdA sliall establish ( i )  a routine, uoriiial sewer line preventative inaintcnance program, arid (i i )  
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5.7.1 

5.7.2 

5.7.3 

5.7.4 

6.2 The CITY shall fund all Capital Expendituxes, which sME be perr'ormed by 
VWNA under an appropriate Cliwge in Scope amendment la tlis Ageemnent. ?riorily 
shall be given to safety and the ADA related expenses desckbed in Section 2.f 1. Any 
Ioss, damage, or injury resulliiig from CITY'S failure to provide capital iniprovements 
and/or & i d s  in excess ~f the kiairrtenaucc and Repair L,iruil wliemi reasonably requested 
hy VTWA shall be die sale ~-esponsibility of CITY. 

6.3 The CITY shall keep in force all Project ttiai-ranties: guarantees, easenients and 
liseiises that have been graiited to CITY and are not  rande erred la VW'dA under this 
Agreenrent . 

6.4 The CITY slaall pay all sales, excise, ad ldoi.eii?, property, fia~chise, occupational 
and disposal taxes, or oilier taxes associated with the Project other tlinii taxes iiiiposecl 
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6.5 The CITY dial! provide VWNA-, witkil a reasonable time alter requesl and OZI a n  
"as available" litisis, willi the temporary use of any piece o f  CITY'S heavy equipmiieait that 
is available so that V W A  111ag7 discharge its obligations wider ihis Agreement in the 
itlost cost -efi'ecti ve 3;iiaui er . 

6.6 
cmiiection with the Project. 

CITY shall provide all registrations and ticeizses for CITY'S velricles used in 

6.9 CITY sliali be responsibk {or m y  iosses resulting fronli the tlreA: damage, or 
~rua~rthorized use of property owied by CITY and shali accept liability for such losses 
except to the extent such losses are directly cmised by the negligent acts or omissions of 
V W J A .  

6.10 CITY warrants that du~i i lg  the k t e r h  period belween the initid Pro-ject 
inspection Gy VVWA and the Commencement Date, the Project and facilities axid 
eqiiipineiit have been operated o d y  iii the nornial course of biisiiiess, all scheduled amad 
proper maintenmice have been performed aid there are 110 issues Imown to CITY 
regarding the condition of the Project, and Facility composing the Project and/or any 
eqitipnient used by the Project. 

6.11 
phone in for any types of custonier sewice requests relaled to the Project activities. 

The CITY will provide a cerit.sta1 point of contact for the CITY'S resideails to 

6.12 The ClTY slaall keep in force any projecl wan'aiities, guarantees: easemeiats slid 
licenses that have been granted to CITY and are not traiisferred to VWNA uiider this 
Agreement. 
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6.14 Tile CITY siiaif continue to employ a meter reader arid to perlbrm rueler reading 
sew ices under the Agrce~neitt. 'F'he CITY will  perforin meter and meter box repairs and 
reyIacemc,iiis; repair meter leaks; perfoylli meter re- reads, meter disconnects, meter 
recoiuiects aiid meter inspection for leaks; assignmei~t of+ a c c o ~ ~ i t  iiuidxrs, a i d  the CITY 
v d i  order and pmcc4iase all yarfs needed to coaiduc! these duties. In the event that iize 
CITY ~equests azzcl authorizes WMJNA to perfom any of tliese ses-vices, all Costs 
associated with such services shall be charged to the R~laintenaiice and Repair Limit. 

'7.1 VVJNA's compensation under i l is  Agreement shall consist o1c an Amitid Fee 
Tlie Aiinual Fee for the period November I ,  2009 to October 31, 2010, slialt be 
$367; I 4 4  .00. The h4aimiteiiance a i d  Repair Limit inchrided in Ike Anma3 Fee is 
$125,040.00. The Chemical L h j l  inclrrded in the Annual Fee i s  1; 100,455. 'The 
Laboratmy Services Limit ii.rcluded i n  the Annual Fee is $22,617. 

7.4 If the I?lctxiai Laboratory Services expenditwes are less than the Laboratory 
Services Limit for any Agreement year, VWNA will rebate the entire difference to CITY 
ill accordance with Section 8.3. If actual Laboraiory Services expenditxires exceed the 
l,aboratory Services Limit, CITY w7iU pay the excess to VVWA in accordance with 
Seciioii 8.2. 

7.5 The services being provided under Illis Agreement are based on reasonably 
expected overtime for normal breakdowns or sei-vih;es required after hotlrs. Any 
additional expenses, iricurred bjr Q W A ,  including straight or over time wages caused by 
severe weather, a disaster or unplanined events (particularly in wlricli funds may be 
recovered tl~rough billitig my t1uil.d party iiicluding the State or Federa1 Goverimient 
FEMA kmds) will be invoiced by V W A  to Ilie CITY for reiiiiburselnaent in accordmice 
with Section 8.2. 
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7.9 The CITY and VWNA agree lliat the CITY \lid1 make the payaiieiits detailed in 
the payment schedule detailed in Exhibit A, which is iiiccorporated liereiul for all purposes. 
The attached spreadsheet details ~ E ~ Q L ~ I I ~ S  due Professional Services Group, Inc. (“PSG”) 
ai~der ilie previous Agreement for Operations, Mainteiiaiice and I&mageniient Services 
betm7een the CITY artd PSC. Tile Cl‘fY agrees that a11 such invoices are valid and still 
due and owing to PSG. The attached payment scliedule outliiies 1116: papienis due and 
payabte by the CITY to pay the PSG invoices and the new ariioullls owed to VVJNA 
rulder this Agxeeiiient. For coiiveiGcrice, llie CITY caii simply cut one check to VWNh 
for the balaice owed both PSG aud V m A  as reflected con the payment schedule. The 
CITY  agrees to make the payments ctutliiied in the payment scbedule in a tiiiicly niairier 
until the entix outstaiding bala~rce of the invoices due PSG are paid ill fiiil a i d  the 
CITY’S account is brought currail 011 all hivoices 2nd other aiiionrits due either- PSG m d  
VWNA rider this Agreement or the prbr agreemcrif. 111 the event that this Agreemerit is 
termirialed for any reason, i~iclizding, witlisut lianitatioib any actual or alleged default by 
VWNA or the CITY, all oftlie an1oW.s due P S 8  in the atiached spreadsheet for past due 
invoices and all amowits dele V W d A  for sei~ices p e r h m A  a i d  expenses iricearred by 
TWvWA under this Agreeiizent shall ‘isecome iiimediately due and payable to PSG aiid 
‘JWNA, 8s the case m a y  be. The CITY agrees that the past dite strrrounts due PSG a i d  
V W A  shall accrue interest at the rate of6% per aiinuiii until paid in f i l l .  
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8. 1 
on the rirsi of $he monili ror each nionth h t  services are provided, except the first 
idlere pro-rated payments s l d i  be macle as exp!ained i n  Section 7 .  f above. 

One-~weffili ( I  / I  2) of the A ~ u i u a l  Fee I’br the crirrerli year sliall be due and payable 

9.1.2 increases or decieases i n  the user base; 

9.1.4 increases or decreases j i i  rates or oilier izlsted charges (incl~idiiig taxes) 
iniposed up11 VVJNA by a taxiiig authority - excluding taxes based on VWrNA’s iiei 
il?co1ile; aI1dlor 

9.1.5 ClTY’s request of VWNA and VWT\TA’s consent to provide additional 
servi ces. 

9.2 For Changes in Scope described in Sections 9.1.1 through, and including, 9.1.3: 
the Asuiual Fee shall be increased (or decreased) by ai amoruit equal to VTVNk’s 
additiorirri (reduced) Cost associated with the Change in Scope plus k i t  percent (10%). 
Modifications o l  the k inua l  Fee as 2 result of coiiditioiis descritsed in Section 9.1.3 sliall 
be retroactive to the beginning of the twelve aiiontI2 comparison period. 
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9.3 For fllianges i11 Scope described i n  Section 3.1.4, the Annrt;i1 Fee shall lie 
increased (or decreased) by an a~iiount eqml to j~W1\IA's addilionai (reduced) Cost 
associated wi th  the Gfiaige in Scope. (See Section 4.5) 

10.4 VWNb. shall be liable for Ikose fines or civil peiialties imposed by a regulatory or 
~ K F O ~ C ~ ; I I - ~ ~ I X ~  agency for viotrztions occ~~rriitg 011 or after Coiiiinerzceinerit Dais, o f  the effluent 
qiiality requirements provided for in  Appendices C-l and C-2 that are a result o f  VYW(h's 
negligence. CITY will assist VWWI 10 contest any srrcli fines in administrative proceedings 
aiidlor in court prior to any pljayment by VWNA. VWNA shall pay the cost of any S L I C ~  

csonlest. 

10.5 CITY shall be liable for those fines or civil peiialties imposed by aniy regdatoiy or 
enfo'orcemeirt agencies on CITY and/or VYVNA that are not a result of VWNR's iiegiigence or 
are otlsei-wise directiy related to the owriersliip of the Project and slaall indemnify and hold 
VWNA iiarinless from the payment of any such fines and/or penalties. 

10.4 OWiiER shall be liable lor those fines or civil penalties imposed by m y  regulatory 
or enforcement agencies on OWrnR andlor VMWA that are not a result of VYWA' 
iiegligence or are otfie~urise directly related to the ownership 01 the Project and shall 
indeiiinify aid lisld VWW lmrndess I?om the payment of my such fines a idor  pendtjes. 
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11.4 Upon notice o f  letmiiralion by CITY, VWNA slmii assist CITY through h e  dale of 
temiination in assuming operation of the Projcct, subjeci to ~eceipl of its prorate A i ~ i ~ i i i t  Fee. XP 
additions1 Cost is iiicrnrred by VWKA due lo requests for assistance by the CITY, CTTY shall pny 
VWNA sLtch Cost incurred within 1 5 clays of invoice receipt. 

1 1 .S Upon terminatioii of this Agcement and all ienev,ials and extensions of it, V’iVNA wili 
reiu1-n the Project to CITY in the same condition as it w a s  upon the effective date of this 
Ag~eeinent, 01 dinaiy wear and teal- excepted. Equipiiient and olller personral property piircliascd 
by ”,‘A foi use in Lite operalion or mainlelzanr,e o f  Ilie Prqject sliatl reinaiii the poperty of 
VWNA up011 terinination o f  this Ageement imless the propea331 was directly paid for by CITY or 
CITY specifically reimbumd V W A  for tile cost incrmed to purcl-tase the proper ty ot this 
Agreenieni provides to the contrary 



A - 
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El Stations 
25 Slalio1is 

'Na ter Tanks --- 
1 .  Golley 3 25,000 gall 011s 
2. T~nnel Hil l  175,000 galtons 
3 .  SCkQOl  250,000 gallons 
4. New 500,000 galloris 
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61.3. V M J M  shaii not be, responsible for fines or legal action as a resuli of discharge 
violations within the period that ilrflueni exceeds design parameters, does no< contain 
Adequate Nutrients: contains l3iologiczIly Toxic Substances or is inoperable, aiid the 
subseqiient recovery period. 
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Raciiiiai 
Gross Alpha 

Alach lor 
Alclicarb 
A 1dicar.b Su Kone 
Aldicarb Sulfoxide 
Atrazine 
Benzene 
Carbo furan 
Carbon Tekachioride 
Chlordane 

5.0 PCiL  
15.0 Pci/I, 

Organic Clienicais 

MCL (mg/!) 

0.002 
0.003 
0.002 
0.004 
0.003 
0.005 
0.04- 
0.005 
0.002 
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R4CL (111gA) 

0.07 
0.0002 
0.6 
0.075 
0.005 
0.007 
0.07 
0. I 
0.005 
0.002 
0.7 
0.00005 
0.0004 
0.0002 
0.0002 
0.04 
0.1 
0.00 1 
0.0005 
0. I 
0.005 
1 
0.003 
0.05 
0.02 
0.005 
0. I 
0.002 
10 

luoE-ganic Chemicals 

con t ami rt an f 

Arsenic 
Asbeslos 
Barium 
Cadm irrm 
c1;1rom 3 Uil l  

Fluoride 
h 4  ercu iy 
N i in  1 e 
Nitrite 
Total Niimie Nitriie 
Selcni Lllll 

Chloride 
Copper 
FliEOl’ide 

0.05 
7 jmillioiz fibers/!itei.) 
2 
0.005 

4 
0.002 
I8 (ns  riiirogen) 
I (as nitrogen) 
10 
0.05 
3 00 
I .o 
2.0 

a. 1 
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