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R. Benjamin Crittenden, Esq. 
Stites & Harbison 
P 0. Box 634 
Frankfort, Kentucky 40602-0634 

Mr. George J. Hannah 
South Shore Water Works Company 
P.O. Box485 
South Shore, Kentucky 41 175 

Re: Case No. 2012-00476 
South Shores Water Works Company 

Gentlemen: 

The response of the City of South Shores, Kentucky to a request for information 
made by Commission Staff pursuant to the Open Records Act has been filed in the 
record of the above-referenced case. Because of its voluminous size, a copy of the 
response is not provided. The response may be reviewed and downloaded from the 
Public Service Commission’s website at http://psc. ky.gov/pscscf/2012%20cases/2012- 
004761. Any objections to this action should be submitted to the Commission within five 
days of receipt of this letter. 

Direct any questions regarding this action or viewing and downloading the 
documents in question to Gerald Wuetcher, Executive Advisor/Attorney at (502) 782- 
2590. 
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Gerald Wuetcher 
Public Service Commission 

Re: 

Dear Mr. Wuetcher: 

City of South Shore (Water Works) 

Please find enclosed answers to your request as follows: 

December 3,20 12 

1. 
2. 
3. 
4. 
5. 
6. 
7 .  

8. 
9. 

PEC/psb 

201 EASI MAl lJ STREfl 
SUIlE 1 0 M  

LEXIIIGION. XEIIIUCXY 40507 
BSP.231-0700 

XO WHITAKER BANI: OUILDIIJG 
P.  0. DOX I IW 

502-223-12w 
FRAIIKFORI. XENIUCLY 40602-1 IM 

GOVERElMENl RELAIIOEIS OFFICE 
SlAlE NAIIONAL BANK BUILDING 

SUIIE 300 
FRAIlYfORI. 305 KEliIUCXY A l l I l  SIRED 40602.28'.7 

502.875-1 176 

___ 
9300 SHELDYVILLE ROAD 

SlilIE 100 

502.420.120b 
LOUISVILLE. XENIUCKY a0222 

PUBLIC SERVICE 
COMMISSION 

VIA: UPS/OVERNIGHT 

No resolution per say. Transaction was approved in the minutes attached hereto 
Attached 
Find attached an appraisal of the South Shore Water Company 
Attached 
Attached 
Attached 
Please find enclosed the most recent uniformed financial information report. The 20 1 1 - 
2012 is not yet completed. 
Please find enclosed an approval of financing from the approval for financing 
Attached 

paulcraft@mmlkadvantage. corn v 
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AN OKDLNMVCE OF THE CITY OF SQU‘i’H SHORE, KENTUCKY, 

KENTUCKY, TO ENTER lNTO NEGOTIAl’aON FOR T H E  PURCHASE: 
OF THE: SOUTH SHORE WATER WORKS COMPANY A N D  ‘1’0 
REPORT SALD RESULTS TO TFIE COMMISSIQN; AND ALL OTHER 
MATTE RS. 

AUTHOTUZ~ING THE MAYOR OF THE crn OF SOUTH S ~ ~ O K E ,  

WHEREAS, thc City Coinmission of the City of South Sliore, Kentucky, has deeined i t  

to be in the City’s best interest to explore purchase oftlie South Shore Wnter Works Coinpnny in 

that if sanie remuinu i n  private owiiership, tlie wuter rrites for the citizens of the City of South 

SIIOTC, Kentucky, will be required to be raised in ail amount which i s  greater than wiltit the City 

would be required to raise the rates to effectunte the purchase and continued operation of: thc 

Water Works; and 

WHEREAS, the South Shore Water Work9 Cmipany i u  being aF€ei*ed for sale, 

NOW BE 11’ ORUAJNED by tlie City Coinmission of the Cily o f  Sou01 Shore, 

Kcntucky, as follows: 

SECTION 1: That the Mnyor ofthe City of South Shore, Kentucky, is liereby authorized 

to enter 11110 non~bindirlg negofiatian with the South Shore Water Works Con?pnny, 

SECTION 2: That the Mayor is  additionally autliorimd to enter into R I I ~  collaterid 

agreements and shall report said results to the Co~nmission at the first opportunity. 

S ECTlON 3 .  That all ardmances in contlict herewith are spccifically hereby rcpedcd to 

the extent of smd conflict only, 

SECTION 4: That cadi  section and each seiileiice o f  this ordinmce i s  enrictecl sepnrutely 

and the invalidity and/or unco~lstihttionality of nny one particular sentence nridlor section shrill 



To:6069323311 P.2'2 

not i i f k c t  the validity and/or* coiistitLihonnlity of' any other sentence and/or scction. 

SECTION 5 :  That this ordiiiance shall bc in full force and eff3cl from and after its 

passage, apprOVul and publication according to jaw, 
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ORlDXNANCE NO.3fLT.2011 

AN ORDINANCE OF THE CITY OF SOUTH SHOW, 

ESTABLXSRRVG AND SETTING NEW SEWER RATES; 
PROVIDING FOR REVIEW OF S A D  RATES; AND 
OTHER MATTERS, 

KENTUCKY AMENDTNG ORDINANCE NO. 289-2007, 

W E R E A S ,  the City of South Shore, Kentucky, has incurred cost for repair, 

maintenance, and update to the current sewer facility; and 

WHEREAS, the City o f  South Shore, Kentucky, deems it necessary to raise rates in 

order to maintain needed repairs to the facility, a i d  for the safety and welfare of its citizens; 

and 

WHEREAS, as a result it is now necessary to implement and adopt new sewer rat= 

and proposed rates have been provided; and 

NOW RE IT ORDAINED that the City Commission af the City of South Shore, 

Kmtqcky, as follows: 

SECTTON I : That the sewer rates for the City of South Short?, Kentucky, beginning 

on l- :* ZWJ July I ,  201 1, are as follows: 

Residential (all) ~$2&%1$22.00 minimum ( I  ,000 gallons) 

l W N l $ S . O O  each additional 1,000 gallons 

I$22;eel $24.00 minimum (1,000 gallons) 

[ W l $ 8 . 5 0  each additional 1,000 gallans 

Commercial 

North American Refractory f$r;ee245 . 1 $1,700.00 flat rate 

South Shore Wata Works $1,700.00 flat rate 



MMLK 

SECTION 2:  The City Commissioners of the City of South Shore, Kentucky, shall 

review said rates after three # 6 months. At its regular scheduled meeting in [&x+I+K% 1 

January 2012. 

SECTION 3: That all Ordinances in conflict herewith are specifically hereby repelled 

to the extend of said conflict only. 

SECTION 4: That each section and each sentence of this Ordinance i s  enacted 

separately and the invalidity and/or unconstitutionality of any one particular sentence and/or 

sectian shall not affect the validity and/or constitutionality of my other sentence and/or 

section. 

SECTION 5 ;  That this Ordinance shall be in full force and effect from md after its 

passage, approval and pubIication according to law. 

ATTEST: 

FIRST READING: h) E 2/67, A D / /  



CITY OF SOUTH SHORE 

ORDINANCE NO. 92-210 

AN ORDINANCE OF THE CITY OF SOUTH SHORE CONCERNING USE OF THE 

MllNICIPAL SANITARY SEWAGE COLLECTION AND TREATMENT SYSTEM, SETTING 

FORTH POLICY, DEFINITIONS, RULES AND REGULATIONS REGARDING THE iJSE 

OF SAID SYSTEM, CONTROLLING PRIVATE WASTEWATER DISPOSAL, GOVERNING 

THE BUILDING OF SEWERS AND CONNECTIONS, POLLUTANT DISCHARGE LIMITS, 

PRETREATMENT PROGRAM ADMINISTRATION, ESTABLISHING THE RIGHT OF THE 

CITY TO CHARGE FEES FOR ADMINISTERING THE CTTY'S REASONABLY 

NECESSARY FUNCTIONS RELATED TO SEWER [JSE, AND DELINEATING POWERS 

AND AUTHORITY OF INSPECTORS AND SETTING FORTH THE METHODS AND 

PROCEDURES OF ENFORCEMENT OF THE ORDINANCE AND PENALTIES F O R  

VIOLATION OF SAME AND REPEALING PRIOR ORDINANCES. 

WHEREAS, t h e  City of S o u t h  S h o r e  h a s  c o n s t r u c t e d  w a s t e w a t e r  
t r e a t m e n t  f a c i l i t i e s  a n d  i n p r o v e d  t r u n k  l i n e s  t o  same; a n d  

WHEREAS, t h e  City of S o u t h  S h o r e  h a s  d e t e r m i q e d  t h e  n e e d  for t h e  
a d o p t i o n  o f  a S e w e r  Use O r d i n a n c e  t o  p r o p e r l y  c o n t r o l  t h 6  e f f l u e n t  t o  
be d i s c h a r g e d  by t h e  public i n t o  t h e  City's sewer s y s t e m ,  a n d  t h e  u s e  
o f  t h e  s y s t e m ;  

NOW THEREFORE, BE IT ORDAINED BY THE CITY OF SOUTH SHORE THAT 
t h e  f o l l o w i n g  O r d i n a n c e  s h a l l  b e  i n  e f f e c t  f r o m  t h e  d a t e  o f  
p u b l i c a t i o n  h e r e o f  a n d  u n t i l  r e p e a l  a n d / o r  a m e n d m e n t  t h e r e o f  b y  
t h e  l e g i s l a t i v e  b o d y  o f  t h e  C i t y .  
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ARTICLE L; GENERAL PROVISIONS 

A .  P u r p o s e  and P o l i c y  

T h i s  O r d i n a n c e  s e t s  f o r t h  u n i f o r m  r e q u i r e m e n t s  f o r  
d i r e c t  a n d  i n d i r e c t  c o n t r i b u t o r s  i n t o  t h e  was t ewa te r  
c o l l e c t i o n  a n d  t r e a t m e n t  s y s t e m  f o r  t h e  C i t y  o f  S o u t h  S h o r e  
a n d  e n a b i e  t h e  C i t y  t o  c o m p l y  w i t h  a l l  a p p l i c a b l e  S t a t e  
a n d  F e d e r a l  laws r e q u i r e d  b y  t h e  C l e a n  Water Act: of: 1 9 7 7  
a n d  t h e  c 3 e n e r a l  P r e t r e a t m e n t  R e g u l a t i o n s  ( 4 0  CFR 4 0 3 ) .  

T h e  o b j e c t i v e s  t o  t h i s  O r d i n a n c e  a r e :  

3. .  T o  p r e v e n t  t h e  i n t r o d u c t i o n  o f  p o l l u t a n t s  i n t o  t h e  
m u n i c i p a l  wastewater system w h i c h  w i l l  i n t e r f e r e  w i t h  
t h e  o p e r a t i o n  o f  t h e  sys t em o r  c o n t a m i n a t e  t h e  r e s u l t i n g  
s l u d g e ; 

2 .  To p r e v e n t  t h e  i n t r o d u c t i o n  o f  p o l l u t a n t s  i n t o  t h e  
m u n i c i p a l  wastewater system w h i c h  w i l l  p a s s  t . h r o u y h  t h e  
sys t em,  i n a d e q u a t e l y  t r e a t e d ,  i n t o  r e c e i v i n g  w a t e r s  o r  
t h e  a tmo: ;phe re  o r  o t h e r w i s e  b e  i n c o m p a t i b l e  w i t h  t h e  
system; 

3 .  To i m p r o v e  t h e  o p p o r t u n i t y  t o  r e c y c l e  a n d  rec la im 
was tewa te r s  a n d  s l u d g e s  f r o m  t h e  s y s t e m ;  a n d  

4 .  To p r o v i d e  f o r  e q u i t a b l e  d i s t r i b u t i o n  o f  t h e  c o s t  o f  t h e  
m u n i c i. p a  3 wa s t e wa t e r s ys t e m . 

5 .  To p r o v i d e  f o r  t h e  s a f e t y  o f  t h e  S o u t h  S h o r e  S a n i t a r y  
S e w e r  T r e a t m e n t  P l a n t  e m p l o y e e s .  

T h i s  O r d i n a n c e  p r o v i d e s  f o r  t h e  r e g u l a t i o n  o f  d i r e c t  a n d  
i n d i r e c t  c o n t r i b u t o r s  t o  t h e  m u n i c i p a l  w a s t e w a t e r  sys tem 
t h r o u g h  t h e  i s s u a n c e  o f  p e r m i t s  t o  c e r t a i n  n o n - d o m e s t i c  
~ i s e r s ,  e n f a r c e m e n t  o f  g e n e r a l  r e q u i r e m e n t s  f o r  a l l  u s e r s ,  
a u t h o r i z e s  m o n i t o r i n g  a n d  e n f o r c e m e n t  a c t i v i t i e s ,  r e q u i r e s  
i n d u s t r i a l  user r e p o r t i n g ,  a n d  p r o v i d e s  f o r  t h e  s e t t i n g  o f  
f e e s  f o r  t h e  e q u i t a b l e  d i s t r i b u t i o n  o f  c o s t s  r e s u l t i n g  f r o m  
t h e  p r o g r a m  e s t a b l i s h e d  h e r e i n .  

T h i s  O r d i n a n c e  s h a l l  a p p l y  t o  t h e  C i t y  o f  S o u t h  Si iwie 
a n d  t o  p e r s o n s  o u t s i d e  t h e  C i t y  who a r e ,  by c o n t r a c t  o r  
a g r e e m e n t  w i t h  t h e  C i t y ,  u s e r s  o f  t h e  S o n t h  S h o r e  S a n i t a r y  
S e w e r  T r e a t m e n t  P l a n t .  E x c e p t  a s  o t h e r w i s e  p r o v i d e d  h e r e i n ,  
t h e  a u t h o r i z e d  r e p r e s e n t a t i v e s  o €  t h e  C i t y  s h a l l  a d m i n i s t e r ,  
i m p l e m e n t  a n d  e n f o r c e  t h e  p r o v i s i o n s  o f  t h i s  O r d i n a n c e .  

B. D e f i n i t i o n s  

U n l e s s  t h e  c o n t e x t  s p e c i f i c a l l y  i n d i c a t e s  o t h e r w i s e ,  t h e  
f o l l o w i n g  terms a n d  p h r a s e s ,  a s  u s e d  i n  t h i s  O r d i n a n c e ,  
s h a l l  h a v e  t h e  m e a n i n g s  h e r e i n a f t e r  d e s i g n a t e d :  

1. ACT or " t h e  A c t "  - T h e  F e d e r a l  Water P o l l u t i o n  
C o n t r o l  A c t ,  a l s o  known a s  t h e  C l e a n  Water A c t ,  a s  
a m e n d e d ,  3 .3  U . S . C .  1 2 5 1 ,  e t .  s e q .  
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10. 

11. 

Approval Authority - The Secretary of the Kentucky 
Natural Resources and Environmental Protection Cabinet 
and/or any authorj zed representative thereof. 

Authorized Representative - An authorized 
representative of a user may be: (i) a principal 
executive officer of at least the level of vice- 
president, i f  the industrial user is a corporation, 
( i i )  a general partner or proprietor i f  the user is 
a partnership or proprietorship, respectively; (iii) a 
duly authorized representative of the individual 
designated above i f  such representative is responsible 
for the overall operation of the facilities from which 
the indirect discharge originates. 

An authorized representative of the City may be any 
person designated by the City to act on its beha1.f. 

Available - As used in connection with this Ordinance 
means a public sewer located at the property line or 
point at which connection may be made with the City 
sanitary sewage collection facilities. 

Biochemical ilxyqen Demand (BOD) - The quantity of 
oxygen utilized in the biochemical oxidation of organic 
matter under standard laboratory procedures, five (5) 
days at 20 Centigrade expressed in terms of weight and 
concentration in milligrams per liter ( m g / l ) .  

Buil-diny Sewer - The extension from the building drain 
to the public sewer or other place of disposal, also 
called "house connection." 

Buildinq Sewer Permit - As set forth in "Buildiricj 
Sewers and Connections" (Article IV). 

Cateqorical Standards - National Categorical 
Pretreatment Standards or Pretreatment Standard. Any 
regulations containing pollutant discharge limits 
promulgated by the EPA in accordance with Section 
307(b) and (c) of the Act (33 1 J . S . C .  1.347) and 40 CFR 
403 which applies to a specific category ot industrial. 
users I 

#Combined S ~ w e r  - Any conduit carrying both sanitary 
sewaTe and s t o r m  w a t e r  or surface water. 

Compatible Pollutant - Biochemical oxygen demand, 
suspended solids and fecal coliform bacteria; plus 
additional po1l.utants that the City is designed to 
treat and, in fact, does treat to the degree required 
by the City's NPDES/KPDES permit. 
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24. 

Composite Wastewater Sample - A combination of 
individual samples o f  water or wastewater taken at 
selected intervals, or based on quantity of flow for 
some specified period, to minimize the effect o f  
variability of the individual sample. Individual 
samples may have equal volume or may be proportioned to 
the flow at the time of the sampling. 

Control Authority - The term shall refer to the 
"Approval Authority" defined hereinabove; the 
authorized representative of the City o f  S o u t h  Shore, 
i f  the City has an approved pretreatment program under 
the provisions of 40 CFR 403.11. 

Coolinq Water - The water discharged from any use such 
as air condi-kioning, cooling or refrigeration, or to 
which the only pollutant added is heat. 

County Health Department - The Health Department 
for Greenup County. 

Dilution Stream - Any wastewater not generated by a 
process regulated for the specific pollutant by a 
categorical standard under 40 CFR, Subchapter N. 

Direct Discharqe - The discharge of treated or 
untreated wastewaters directly to the waters of the 
Commonwealth of Kentucky. 

Domestic Wastewater - The water-carried waste produced 
from non-commercial or non-industrial activities and 
which result from normal human living process. 

Easement - An acquired legal right for the specific 
use of land owned by others. 

Environmental FrotectioQ Aqency E EFA - The U.S. 
Environmental Protection Agency, or where appropriate 
the term may also be used as a designation for the 
administrator or his/her duly authorized representative 
of said agency. 

Equipment - All movable, non-fixed items necessary 
to the wastewater treatment process. 

Federal Fretreatment Standards - Federal Regulations 
for pretreatment of industrial wastewater under 40 CFR, 
Subchapter N and any applicable regulations, as 
amended. 

Garbaqe - The animal and vegetable waste resulting 
from the handling, preparation, cooking and serving 
of foods. 

Grab Sample - A sample which is taken from a 
waste stream on a one-time basis with no regard to the 
flow in the waste stream and without consideration of 
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Holdinq Tank Waste - Any waste from holding tanks 
such as vessels, chemical toilets, campers, 
trailers, septic tanks and vacuum-pump tank trucks 

Incompatible Pollutant - All pollutants other than 
compatible pollutants as defined in this section. 

Indirect Ilischarqe - The discharge or the introduction 
of pollutants into the South Shore Sanitary Sewer 
Treatment Plant from any non-domestic source 
regulated under Section 3 0 7 ( b ) ,  (c) or (d) of the Act 
and including holding tank wastes discharged into the 
system. 

Industrial User - A source of indirect discharge. 

Industrial Wastes - The wastewatecs from industrial 
or commercial processes as distinct from domestic 
or sanitary wastes. 

Interceptor - A device designed and installed so as 
to separate and retain deleterious, hazardous and 
undesirable matter from domestic wastes while 
permitting domestic sewage or liquid wastes to 
discharge into the sewer system or drainage system 
by gravity. Interceptor as defined herein is 
commonly referred to as a grease, oil or sand trap. 

Interference - The inhibition or disruption of the 
City's treatment processes or operations or that 
which contributes to a violation ofiany requirement 
of the City's NPDES/KFDES permit. The term includes 
prevention of sewage sludge use or disposal by the City 
in accordance with Section 405 of the Act ( 3 3  USC 1345) 
or any criteria, guidelines or regulations developed 
pursuant to the Solid Waste Disposal Act (SWDA), the 
Clean Air Act, the Toxic Substance Control Act, or more 
stringent state criteria (including those obtained in 
any state sludge management plan prepared pursuant to 
T i t l e  IV or SWDA) applicable to the method of disposal 
or use employed by the City. 

Maximum Daily Concentration - The maximum concentrstior~ 
per day o f  a pollutant based on the analytical results 
obtained from a 24-hour composite sample. 

I Mav - This i.s permissive. 

Multi-Unit Sewer C'ustomer - A location served where 
there are two or more residential units or apartments, 
two or more businesses in the same building or complex, 
or where there is any combination of business and 
residence in the same building or complex. 

D a n e  - A -  



3 5 .  N a t i o n a l  (13r K e n t u c k y j  P o l l u t a n t  D i s c h a r q e  
E l i m i n a t i o n  S y s t e m  E WPDESiKPDES P e r m i t  - A p e r m i t  
i s s u e d  p u r s u a n t  t o  S e c t i o n  402  o f  t h e  A c t ( 3 3  USC 1 3 3 2 ) ,  
o r  a p e r m i t  i s s u e d  b y  t h e  Commonwea l th  o f  K e n t u c k y  
u n d e r  t h i s  a u t h o r i t y  a n d  r e f e r r e d  t o  a s  KPDES. 

3 6 .  N a t u r a l  O u t l e t  - Any o u t l e t ,  i n c l u d i n g  s t o r m  sewers ,  
i n t o  a w a t e r c o u r s e ,  p o n d ,  d i t c h ,  l a k e  o r  o t h e r  b o d y  o f  
s u r f a c e  o r  g r o u n d w a t e r .  

3 7 .  S o u r c e  - Any s o u r c e ,  t h e  c o n s t r u c t i o n  o f  w h i c h  
i s  commenced a f t e r  t h e  p u b l i c a t i o n  o f  p r o p o s e d  
r e g u l a t i o n s  p r e s c r i b i n g  a S e c t i o n  3 0 7 ( c )  ( 3 3  IJSC 
1 3 1 7 )  c a t e g o r i c a l  p r e t r e a t m e n t  s t a n d a r d  w h i c h  w i l l  b e  
a p p l i c a b l e  t o  s u c h  s o u r c e ,  i f  s u c h  s t a n d a r d  i s  
t h e r e a f t e r  p r o m u l g a t e d  w i t h i n  1 2 0  days  o f  p r o p o s a l  i n  
t h e  F e d e r a l  R e g i s t e r .  Where t h e  s t a n d a r d  is  
p r o m u l g a t e d  l a t e r  t h a n  1 2 0  d a y s  a f t e r  p r o p o s a l ,  a new 
s o u r c e  nteans a n y  s o u r c e ,  t h e  c o n s t r u c t i o n  o f  w h i c h  i:; 
commenced a f t e r  t h e  d a t e  o €  p r o m u l g a t i o n  o f  t h e  
s t a n d a r d .  

36. O p e r a t i o n  a& M a i n t e n a n c e  E s p e n s e s  - A l l  a n n u a l  
o p e r a t i o n  a n d  m a i n t e n a n c e  e x p e n s e s  i n c l u d i n g  
r e p l a c e m e n t  c o s t  r e l a t e d  d i r e c t l y  t o  o p e r a t i n g  a n d  
m a i n t a i n i n g  t h e  s e w a g e  w o r k s  a s  s h o w n  b y  a n n u a l  a u d i t .  

3 9 .  P e r s o n  - Any i n d i v i d u a l ,  p a r t n e r s h i p ,  c o - p a r t n e r s h i p ,  
f i r m ,  c o m p a n y ,  c o r p o r a t i o n ,  a s s o c i a t i o n ,  j o i n t  s t o c k  
c o m p a n y ,  t r u s t ,  e s t a t e ,  g o v e r n m e n t a l  e n t i t y  o f  a n y  
o t h e r  l e g a l  e n t i t y ,  o r  t h e i r  l e g a l  r e p r e s e n t a t i v e s ,  
a g e n t s ,  o r  a s s i g n s .  The m a s c u l i n e  g e n d e r  s h a l l  i n c l u d e  
t h e  f e m i n i n e ,  a n d  t h e  s i n g u l a r  s h a l l  i n c l u d e  t h e  p l u r a l  
w h e r e  i n d i c a t e d  b y  t h e  c o n t e x t .  

4 0 .  pH - T h e  l o g a r i t h m  o f  t h e  r e c i p r o c a l  o f  t h e  h y d r o g e n i o n  
c o n c e n t r a t i o n .  The  c o n c e n t r a t i o n  is t h e  w e i g h t  o f  
h y d r o g e n  i o n s ,  i n  g rams,  p e r  l i t e r  o f  s o l u t i o n .  

4 1 .  P o l l u t a &  - Any d r e d g e d  s p o i l ,  s o l i d  w a s t e ,  i n c i n e r a t o r  
r e s i d u e ,  sewage, g a r b a g e ,  sewage s l u d g e ,  m u n i t i o n s ,  
c h e m i c a l  was t e s ,  b i o l o g i c a l  m a t e r i a l s ,  r a d i o a c t i v e  
m a t e r i a l s ,  h e a t ,  w r e c k e d  o r  d i s c h a r g e d  e q u i p m e n t ,  r o c k ,  
s a n d ,  c e l l a r  d i r t  a n d  i n d u s t r i a l ,  m u n i c i p a l ,  a n d  
a g r i c u l t u r a l  w a s t e s  d i s c h a r g e d  l n t o  w a t e r .  

4 2 ,  F o l l u t i o n  - T h e  man-made o r  m a n - r n d w c e d  a l t P r a t i o n  
o f  t h e  c h e m i c a l ,  p h y s i c a l ,  b i o l o c j i c a l  a n d / o r  
r a d i o l o y i c a l  i n t e g r i t y  o f  w a t e r .  

4 3 .  C ' i t y  of S o u t h  S h o r e  S a n i t a r y  S e w e r  T r e a t m e n t  P l a n t  -. 

T h a t  p o r t i o n  o f  t h e  C i t y  d e s i g n e d  t o  p r o v i d e  t r e a t m e n t  
t o  w a s t e w a t e r .  

4 4 .  P r e t r e a t m e n t  T r e a t m e n t  - The r e d u c t i o n  o f  t h e  a m o u n t  
o f  p o l l u t a n t s ,  t h e  e l i m i n a t i o n  o f  p o l l u t a n t . s ,  o r  t h e  
a l t e r a t i o n  o f  t h e  n a t u r e  o f  p o l l u t a n t  p r o p e r t i e s  in 
wastewater t o  a less h a r m f u l  s t a t e  p r i o r  to o r  i n  l i e u  
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o f  d i s c h a r g i n g  or o t h e r w i s e  i n t r o d u c i n g  s u c h  p o l l u t a n t s  
i n t o  t h e  C i t y  of  S o u t h  S h o r e  S a n i t a r y  S e w e r  T r e a t m e n t  
P l a n t .  The  r e d u c t i o n  o r  a l t e r a t i o n  can  b e  o b t a i n e d  
by p h y s i c a l ,  c h e m i c a l  o r  b i o l o g i c a l  p r o c e s s e s ,  o r  
p r o c e s s  c h a n g e l s ) ,  o r  o t h e r  m e a n s ,  e x c e p t  a s  p r o h i b i t e d  
b y  40 CFR 4 0 3 . 6 ( d ) .  

P r e t r e a t m e n t  R e q u i r e m e n t s  - Any s u b s t a n t i v e  o r  
p r o c e d u r a l  r e q u i r e m e n t  r e l . a t e d  t o  p r e t r e a t m e n t ,  
o t h e r  t h a n  a N a t i o n a l  P r e t r e a t m e n t  S t a n d a r d  i m p o s e d  
o n  a s i g n i f i c a n t  i n d u s t r i a l  u s e r .  

F r o h i b i t i v e  D i s c h a r q e  S t a n d a r d  - Any r e g u l a t i o n  
d e v e l o p e d  u n d e r  t h e  a u t h o r i t y  o f  3 0 7 ( b )  o f  t h e  Act 
a n d  40  CFR 4 0 3 . 5 .  

P r o p e r l y  S h r e d d e d  Garbaqe - The  was tes  f r o m  t h e  
p r e p a r a t i o n ,  c o o k i n g  a n d  d i s p e n s i n g  o f  f o o d  t h a t  h a s  
b e e n  s h r e d d e d  t o  s u c h  a d e g r e e  t h a t  a l l  p a r t i c l e s  w i l l  
b e  c a r r i e d  f r e e l y  u n d e r  t h e  f l o w  c o n d i t i o n s  n o r m a l l y  
p r e v a i l i n g  i n  p u b l i c  sewers ,  w i t h  n o  p a r t i c l e  g r e a t e r  
t h a n  1/2 i n c h  i n  a n y  d i m e n s i o n .  

P u b l i c  S e w e r s  - A common sewer c o n t r o l l e d  b y  a 
g o v e r n m e n t a l  a g e n c y  o r  p u b l i c  u t i l i t y .  I n  g e n e r a l ,  
t h e  p u b l i c  Sewer s h a l l  i . n c l u d e  t h e  m a i n  sewer i n  t h e  
s t r e e t  a n d  t h e  s e r v i c e  b r a n c h  t o  t h e  c u r b  or p r o p e r t y  
l i n e ,  o r  a m a i n  sewer o n  p r i v a t e  p r o p e r t y  a n d  t h e  
s e r v i c e  b r a n c h  t o  t h e  e x t e n t  of o w n e r s h i p  b y  p u b l i c  
a u t h o r i t y .  

R e p l a c e m e n t  - E x p e n d i t u r e  for o b t a i n i n g  a n d  i n s t a l l i n r j  
e q u i p m e n t ,  a c c e s s o r i e s  o r  a p p u r t e n a n c e s  w h i c h  a r e  
n e c e s s a r y  d u r i n g  t h e  s e r v i c e  l i f e  o f  t h e  t r e a t m e n t  
w o r k s  t o  m a i n t a i n  t h e  c a p a c i t y  a n d  p e r f o r m a n c e  for 
w h i c h  s u c h  w o r k s  were d e s i g n e d  a n d  c o n s t r u c t e d .  

S a n i t a r y  S e w e r  - A sewer t h a t  c a r r i e s  l i q u i d  a n d  
w a t e r b o r n e  wastes  f r o i n  r e s i d e n c e s ,  c o m m e r c i a l  
b u i l d i n g s ,  i n d u s t r i a l  p l a n t s  and i n s t i t u t i o n s .  

_____-. S e w a g e  - T h e  s p e n t  water  o f  a c o m m u n i t y .  D o m e s t i c  
o r  s a n i t a r y  w a s t e  s h a l l  mean t h e  l i q u i d  o r  w a t e r  
b o r n e  w a s t e s  from r e s i d e n c e s ,  c o m m e r c i a l  biii.lcJi nq:, 
a n d  i n s t i t u t i o n s  a n d  i s  d i s t i n c t  f r o m  i n d u s t r i a l  
s e w a y r  I T h e  t erms  ".sewage" a n d  " w a s t e w a t e r "  are 
used i ntelr chanyeab : !y .  

Sewaqe S y s t e m  Works  - A l l  f a c i l i t i e s  f o r  r : o L l e c t i n g ,  
t r a n s p o r t i n g ,  p u m p i n g ,  t r e a t i n g  a n d  d i s p o s i n g  o f  sewage 
a n d  s l u d g e ,  n a m e l y  t i l e  s e w a g e  s y s t e m  a n d  t h e  (City o f  
S o u t h  S h o r e .  

S e w e r  - A p i p e  o r  c o n d u i t  t h a t  c a r r i e s  wastewater  
o r  d r a i n a g e  w a t e r .  

S e w e r  User C h a r g e s  - A sys tem of  c h a r g e s  l e v i e d  o n  
u s e r s  o f  t h e  C i t y ' s  t r e a t m e n t  p l a n t  a n d  l i n e s  a n d  t h e  



c h a r g e s  l e v i e d  b y  t h e  C i t y  f o r  t h e  c o s t  o f  o p e r a t - i o n  
a n d  m a i n t e n a n c e  o f  i t s  l i n e s ,  i n c l u d i n g  r e p l a c e m e n t  o f  
same.  

5 5 .  S h a l l  - T h i s  i s  m a n d a t o r y .  

5 6 .  S i q n i f i c a n t  I n d u s t r i a l  User - Any u s e r  o f  t h e  C i t y ' s  
was tewater  d i s p o s a l  sys t em who ( i )  i s  s u b j e c t  t o  a 
C a t e g o r i c a l  P r e t r e a t m e n t  S t a n d a r d ( s )  u n d e r  4 0  CFR 4 0 3 . 6  
a n d  40 CFR C h a p t e r  I ,  S u b c h a p t e r  N ;  o r  ( i i )  h a s  a 
d i s c h a r g e  f l o w  o f  2 5 , 0 0 0  g a l l o n s  o r  m o r e  p e r  a v e r a g e  
work  d a y ;  o r  ( i i i )  h a s  a f l o w  g r e a t e r  t h a n  5 p e r c e n t  o f  
t h e  f l o w  i n  t h e  C i t y ' s  wastewater  t r e a t m e n t  s y s t e m ;  o r  
(iv) h a s  i n  i t s  was tewaters  t o x i c  p o l l u t a n t s  a s  d e f i n e d  
p u r s u a n t  t o  S e c t i o n  3 0 7  o f  t h e  A c t  o r  s t a t e  s t a t u t e s  
a n d  r u l e s ;  o r  ( v )  i s  f o u n d  by t h e  C i t y ,  S t a t e  A p p r o v a l  
A u t h o r i t y  o r  t h e  1 7 3 .  E n v i r o n m e n t a l  P r o t e c t i o n  A g e n c y  
( E P A )  t o  h a v e  s i g n i f i c a n t  i m p a c t ,  e i t h e r  s i n g l y  o r  i n  
c o m b i n a t i o n  w i t h  o t h e r  c o n t r i b u t i n g  u s e r s ,  o n  t h e  
was t ewa te r  t r e a t m e n t  s y s t e m ,  t h e  q u a l i t y  o f  s l u d g e ,  t h e  
s y s t e m ' s  e f f l u e n t  q u a l i t y ,  o r  a i r  e m i s s i o n s  g e n e r a t e d  
b y  t h e  s y s t e m .  

5 7 .  S i q n i f i c a n t  V i o l a t i o n  - A v i o l a t i o n  t h a t  meets o n e  
o r  m o r e  o f  t h e  f o l l o w i n g  c r i t e r i a :  

C h r o n i c  v i o l a t i o n s  o f  was t ewa te r  d i s c h a r g e  l i m i t s ,  
d e f i n e d  h e r e  a s  t h o s e  i n  w h i c h  s i x t y - s i x  p e r c e n t .  
or more  o f  a l l  o f  t h e  m e a s u r e m e n t s  t a k e n  d u r i n g  a 
s i x - m o n t h  p e r i o d  e x c e e d  ( b y  a n y  m a g n i t u d e )  t h e  
d a i l y  maximum limit o r  t h e  a v e r a g e  l i m i t  f o r  t h e  
s a m e  p o l l u t a n i r  p a r a m e t e r ;  

T e c h n i c a l  R e v i e w  C r i t e r i a  (TRC) v i o l a t i o n s ,  
d e f i n e d  h e r e  a 5  t h o s e  i n  w h i c h  t h i r t y - t h r e e  
p e r c e n t  or more  o f  a l l  o f  t h e  m e a s u r e m e n t s  f o r  
e a c h  p o l l u t a n t  p a r a m e t e r  t a k e n  d u r i n g  a s i x - m o n t h  
p e r i o d  e q u a l  o r  e x c e e d  t h e  p r o d u c t  o f  t h e  d a i l y  
maximum l i m i t  o r  t h e  a v e r a g e  l i m i t  m u l t i p l i e d  by  
t h e  a p p l i c a b l e  TRC ( T R C = I . 4  for B O P ,  TSS, f a t s ,  
o i l  a n d  g r e a s e ,  a n d  1 . 2  f o r  a l l  o t h e r  p o l l u t a n t s  
e x c e p t  pH ; 

Any o t h e r  . v . i o l a t i o n  o f  a p r e t r e a t m e n t  e f f l u e n t  
l i m i t  ( d a i l y  maximum o r  l o n g e r - t e r m  a v e r a g e )  t h a t  
t h e  S u p e r i n t e n d e n t  d e t e r m i n e s  h a s  c a u s e d ,  a l o n e  o r  
i n  c o m b i n a t i o n  w i t h  o t h e r  d i s c h a r g e s ,  i n t e r f e r e n c e  
or p a s s - t h r o u g h  ( i n c l u d i n g  e n d a n g e r i n g  t h e  h e a l t h  
o f  t h e  C i t y ' s  p e r s o n n e l  o r  t h e  g e n e r a l  p u b l i c ) ;  

Any d i s c h a r g e  o f  a p o l l u t a n t  t h a t  h a s  c a u s e d  
i m m i n e n t  e n d a n g e r m e n t  t o  human h e a l t h ,  w e l f a r e  
o r  t o  t h e  e n v i r o n m e n t  o r  h a s  r e s u l t e d  i n  t h e  
C i t y ' s  e x e r c i s e  o f  i t s  e m e r g e n c y  a u t h o r i t y  t o  
h a l t  o r  p r e v e n t  s u c h  a d i s c h a r g e ;  
F a i l u r e  t o  meet,  w i t h i n  9 0  d a y s  a f t e r  t h e  s c h e d u l e  
d a t e ,  a c o m p l i a n c e  s c h e d u l e  m i l e s t o n e  c o n t a i n e d  i n  
a wastewater d i s c h a r g e  p e r m i t  o r  o t h e r  o r d e r  

D a n e  - 7 -  



issued hereunder for starting construction, 
completing construction, or attain i ng final 
compliance; 

( f )  Failure to provide, within 30 days after the 
due date, required reports such as baseline 
monitoring reports, 90-day compliance reports, 
periodic self-monitoring reports, and reports 
on compliance with compliance schedules; 

( y )  Failure to accurately report noncompliance; 

(h) Any other violation o r  group of violations which 
the Superintendent determines will adversely 
affect the operation or implementation of the 
local pretreatment: program. 

58. Sluq Discharqe - Any discharge of a non-routine, 
episodic nature, including but not-limited to an 
accidental spill or non-customary batch discharge 
and/or any discharge of water or wastewater in which 
the concentration of any given constituent or the 
quantity of flow exceeds for any period of duration 
longer than fifteen (15) minutes more than five (5) 
times the average twenty-four (24) hour concentration 
or flow rate during normal operation and/or adversely 
affects the City. 

53. Standar3 Industrial Classification ( S I C 1  - A 
classification pursuant to the Standard Industrial 
Classification Manual issued by the Executive Office of 
the President, U . S .  Bureau of the Eudget, 1972. 

60. StiltE - The Commonwealth of Kentucky. 

61. Storm Drain Storm Sewer - A drain or sewer for 
conveying water, groundwater, surface water, or 
unpolluted water from any source. 

62. Storm Water - Any flow occurring during or 
following any form of natural precipitation and 
resulting therefrom. 

b 3 .  Superintendent - The Superintendent of wastewater 
facilities, and/or oE wastewater treatment works 
and/or of water pollution control for the City of 
South Shore or his/her authorized deputy, agent or 
representative. 

F4. Surcharqe - A charge f o r  service in addition to the 
basic sewer user and debt service charge, f o r  those 
users whose contribution contains biochemical 
oxygen demand (BOD), chemical oxygen demand (COD), 
suspended solids ( S S )  or ammonia nitrogen ( N - N H )  in 
concentrations which exceed limits specified herein 
for such pollutants or any other pollutant: not common 
to domestic waste water. 



65. Suspended Solids I T S S )  - Total suspended matter 
that either floats on the surface of, or is in 
suspension in water, wastewater, or other liquids, 
and that is removable by laboratory filtering as 
prescribed in "Standard Methods for the Examination 
of Water and Wastewater" and referred to as 
nonfilterable residue. 

66. 

67. 

68. 

69. 

70. 

71. 

72. 

71. 

74. 

75. 

~- Toxic Follutant - Any pollutant or combination of 
pollutants listed as toxic in regulations promulgated 
by the Administrator of the Environmental Protection 
Agency under the provisions o f  CWA Section 307(a) or 
other Acts. 

Unpolluted Water - Water o f  quality equal to or 
better than the treatment works effluent criteria 
in effects or waker that would not cause violation 
of receiving water quality standards and would not 
be benefitted by discharge to the sanitary sewers 
and wastewater treatment facilities provided. 

User - Any person who contributes, causes or permits 
the contribution of wastewater into the City of South 
Shore's Sanitary Sewer Treatment Plant. See definition 
o f  Person. 

User il'harqe - The charge levied on all users, including 
but not limited to, persons, firms, corporations, or 
governmental entities that discharge, cause, or permit 
the discharge of sewage into the City of  South Shore's 
Sanitary Sewer Treatment Plant. 

Wastewater - The spent water of a community. Sanitary 
or domestic waste shall mean the liquid and water- 
carried wastes from residences, commercial buildings 
and institutions as distinct f r o m  industrial wastes. 

Wastewater Contribution Fermit - As set forth in 
the Administration Section o f  this Ordinance. 

Wastewater Facilities - The structures, equipmeni: 
and processes required to collect, carry away, and 
treat domestic and industrial wastes and dispose of 
the effluent. 

Wastewater Treatmznt Works - An arcangement of devices 
and structures for treating d o m e s t i c  wastewaters and 
sludges. Sometimes used synonymously as " w a s t e  
treatment plant" or "sewage treatment plant. I' 

Watercourse - A natural or artificial channel for the 
passage of water eit.her continuously or intermittently. 

Waters of the Commonwealth - All streams, lakes, ponds, 
marshes, water courses, water ways, wells, springs, 
reservoirs, aquifers, irrigation system, drainage 
system and all o t h e r  bodies or accumulations o f  water, 
surface o r  underground, natural or artificial, public 



or private, which are contained within, flow through, 
or border upon the Commonwealth or any portion thereof. 

C. Abbreviatiilns 

The following abbreviations shall have the designated 
meanings : 

ARTICLE 

ADMI - American Dye Manufacturers 1nstit.ute 
E0D - Biochemical Oxygen Demand 
CFR - Code of Federal Regulations 
CWA - Clean Water Act of 1979 
EPA - Environmental Protection Agency 
KPDES- Kentucky Pollutant Discharge Elimination System 
1 - liter 
mg - milligram 
mg/l - milligram per liter 
NPDES- National Pollutant Discharge Elimination System 
SIC - Standard Industrial Classification 
SWDA - Solid Waste Disposal Act (42 lJSC 6901, et. seq.) 
TSS - Total Suspended Solids 
USC - United States Code 

USE OF PUBLIC -- SEWERS 

A. Mandatory Sewer Connection 

1. 

2. 

The owner(s) of all hotises, buildings, or properties 
used for human occupancy, employment, recreation or 
other purposes, situated within the City and abutting 
on any street, alley, or right-of-way in which there 15 

now located or may in the future be located a public 
sanitary sewer of the City, is hereby required at: the 
owner's expense to install suitable toilet facilities 
therein, and to connect such facilities directly with 
the proper public sewer in accordance with the 
provisions of this Ordinance, within thirty (30) days 
after date of official notice to do so, provided that 
s a i d  public sewer is within one hundred (100) feet of 
the property line. 

It shall be i.inlawfi.11 to construct o r  maintain any 
privy, privy vault, septic tank, cesspool or other 
facility intended o r  u s e d  for the disposal of waste 
water where p u h l i c  sanitary sewer service is  available, 
as defined i .n paragraph 1, except as provided for in 
"Private Wastewater Disposal" (Article 111). The 
existence within the City, wherever the services of the 
City sanitary sewage collection, treatment and disposal 
facilities are available, or may hereafter be made 
available, of septic tanks, seepage laterals, privies, 
earth pits, cesspools, sanitary waste vaults, sewage 
drainage fields, private sewage disposal syskems, or 
any other such facilities or works €or the disposition 



o f  s a n i t a r y  s e w a y e  was te s  o t h e r  t h a n  t h e  f d c i l i . t i e s  c ) f  
t h e  C i t y ,  i s  h e r e b y  d e c l a r e d  t o  b e  a m e n a c e  t o  t h e  
p u b l i c  h e a l t h ,  s a f e t y  a n d  g e n e r a l  w e l f a r e  of t h e  
c i t . i z e n s  arid i n h a b i t a n t s  (of t h e  C i t y  a n d  is h e r e b y  
d e i i e r m i n e j  a n d  d e c l a r e d  t o  c o n s t i t u t e  a p u b l i c  
n u i s a n c e .  The  e x i s t e n c e  o f  such f a c i l i t i e s  a s  t i ? i ? L e t s ,  
s i n k s ,  wash  b a s i n s ,  :;liower b a t h s ,  b a t h t u b s ,  a n y  
c o m m e r c i a l  o r  i n d u s t ;  i a l  m a c h i n e r y  o r  d e v i c e  p r o d i i c i  n i j  
a l i q u i d  waste p r o d u c t ,  e t c .  , i n  o r  u p o n  any  i m p r o v e d  
p r o p e r t y  o r  p r e m i s e s  i n  s a i d  C i t y  w h e r e  t .he  f a c i l i t i e s  
o f  t h e  C i t y ' s  s e w a g e  c o l l e c t i o n ,  t r e a t m e n t  a n d  d i s p o s a l  
sys t em a r e  a v a i l a b l e  or may h e r e a f t e r  b e  made a v a i l a b l e  
is s i m i l a r l y  d e c l a r e d  t o  b e  a m e n a c e  t o  t h e  p u b l i c  
h e a l t h  a n d  g e n e r a l  w e l f a r e  o f  t h e  C i t y  a n d  i t s  
i n h a b i t a n t s ,  u n l e s s  s u c h  f a c i l i t i e s  a r e  ( :onnec ted  t.o 
t h e  C i t y  s e w a g e  c o l l . e c t - i o n ,  t r e a t m e n t  a n d  d i s p o s a l  
system. The S u p e r i n t e n d e n t  may p r e s c r i b e  t h e  t y p e  and  
m a n n e r  o f  c o n n e c t i o n  t o  s a i d  f a c i l i t i e s ,  arid s h a l l  
r e q u i r e  t h a t  each connec t  i on  b e  s u p e r v i - s e d  a n d  
i n s p e c t e d  b y  a n  a u t h o r i z e d  a n d  q u a l i f i e d  a g e n t  of t h e  
C i t y  S e w e x  d e p a r t m e n t .  

3 .  A t  s u c h  t i m e  a s  a p u b l i c  sewer  b e c o m e s  a v a i l a b l e  t o  
a p r o p e r t y  s e r v e d  by a p r i v a t e  w a s t e w a t e r  d i s p o s a l  
system, a d i r e c t  c o n n e c t i o n  s h a l l  be made  t o  t h e  p u b l i c  
sewer system i n  c o m p l i a n c e  w i t h  t h i s  O r d i n a n c e ,  a n d  a n y  
septic t a n k s ,  c e s s p o o l s  a n d  s i m i l a r  p r i v a t e  w a s t e w a t e r  
d i s p o s a l  f a c i l i t i e s  s h a l l  b e  c lea i ied  o f  s l u d g e  a n d  
C i l l e d  w i t h  s u i 1 : a b l e  m a t e r i a l  or s a l v a g e d  a n d  r e m o v e d .  

S. l Jn1awfi i l  E i s c h a r y e  S to r r i i  S e w e r s  N a t u r a l  O u t l e t s  

- .  1 I t  s h a l l  b e  unldwfLi l  f o r  ai-iy p e i s o n .  t:o p l a t : + ,  depbsit, 
nr  p e r m i t  t o  be  d e p o : s i t e d  i n  a n y  u n s a n i t a r y  iiiiiriner o n  
p u b l i c  o r  p r i v a t e  p r o p e r t y -  w i t h i n  t h e  C i t y  o f  S o u t h  
S h o r e  o r  i n  a n y  a r e a  u n d e r  t h e  j u r i s d i c t i o n  o f  s a i d  
C i t y  or i n t o  a n y  sewer w h i c h  c o n n e c t s  t o  t h e  s t o r n i  
sewer system o f  t h e  C i t y  o f  S o u t h  S h o r e ,  a n y  
o b j e c t i o n a b l e  w a s t e w a t e r  or i n d u s t r i a l  w a s t e s .  

I t  s h a l l  b e  u n l a w f i i l  t o  d i s c h a r g e  t o  a n y  n a t u r a l  n u t l e t  
1 . i r j . th in  t h ~  C i t y  o f  South S h o r e  or i n  a n y  a r e a  i i n d e r  
t h e  j u r i s d i c t i o n  o f  s a i d  C i t y ,  a n y  w a s t e w a t e r  i3r o t h e r  
p o l l u t e 1 2  water : ,  e x c e p t  w h e r e  s u i  t a b l e  t r e s t m e r i t  h a s  
Seen p r o v i d e d  i n  a c c o r d a n c e  w i t h  s u b s e q u e n t  ~ L L ? V ~ S ; O I ; ; ~  

-.1eir:;e ,-, i ,  .= I 5 e ,: (7 17 5 z 'A 2 "' E 2 l i e v e  1:hc i3wiier o f  a 0 1 s ~ ~  

til a n y  n a t u r a l  o u t l e t  o f  t h e  r e s p o n s i b i l  i t - y  f o r  
c o m p l y i . n q  w i t h  a p p l i c a b l e  S t a t e  a n d  F e d e r a l  r e g u l a t i o n s  
g o v e r n i n g  s u c h  d i s c h a r q e .  

. .  

- - .  n f  t h j z  r>r,2i:-,ar1c;-,. p r ~ \ . i i ~ j i c : r l  Lllis " ' ' . ' *  'L, L L i 1-i ~3 ll i 
- .  .. , ._ !., - - 7 

C .  C'zrnpliance w i t h  L o c a l ,  S t a t e  a n d  F e d e r a l  Laws. The  
d i s c h a r y e  o f  a n y  w a s t e w a t e r  i n t o  t h e  p u b l i c  sewer sys t em 
by a n y  p e r s o n  is i l n l a w f u l  e x c e p t  i n  c o m p l i a n c e  wiLh t h e  
p r o v i s i o n s  o f  t h i s  O r d i n a n c e ,  a n d  a n y  more s t r i n g e n t  S t a t e  
O L  F e d e r a l  s t a n d a r d s  p r o m u l g a t e d  p u r s u a n t  t o  t h e  F e d e r a ;  
Water P o l l u t i o n  C o n t r o l  Act Amendment s  o f  1 9 7 2 ,  t h e  C l e a n  



Water A c t  o f  1 9 7 7  a n d  s u b s e q u e n t  a m e n d m e n t s .  

L) I r- ,-!A2e-A,dLqe : .- - !.. - -- o f  !-Irjpt:i~l~..ltet~ Ws.ters i n t , ~  Si:wer - 

1. No p e r s o n ( s )  s h a l l  d i s c h a r g e  o r  c a u s e  t o  be d i s c h a r g e d  
t h r o u g h  a n y  l e a k ,  d e f e c t  o r  c o n n e c t i o n  any-  u n p o l l u t e d  
w a t e r s  s u c h  a s  s t o r m  w a t e r ,  g r o ~ n d  wa te r ,  r o o f  r u n o f f ,  
s u b s u r f a c e  d r a i n a g e  or c o o l i n g  water  t o  a n y  s a n i t a r y  
s ewer ,  b u i l d i n g  s ewer ,  b u i l d i n g  d r a i n  o r  k ~ u i l d i r i g  
p l u m b i n g .  The  S u p e r i n t e n d e n t  o r  h i s  r e p r e s e n t a t i v e  
s h a l l  h a v e  t h e  r i g h t ,  a t  a n y  t i m e ,  t o  i n s p e c t  t h e  
i n s i d e  or o u t s i d e  o f  b u i l d i n g s  o r  s m o k e  t e s t  f u r  
c o i - i r i t ’ c t i o n s ,  leaks, or d e f e c t s  t o  b u i l d i n g  sewers  arid 
r e q u i r e  d i s c o n n e c t i o n  o r  r e p a i r  o f  a n y  p i p e s ;  c a r r y i - n g  
s u c h  water to t h e  b u i l d i n g  s e w e r .  S u c h  w a t e r s  s h a l l  
n o t  b e  r e m o v e d  t h r o u g h  t h e  d u a l  u s e  o f  a s a n i t a r y  
d r a i n  b u i l d i n g  sewer ,  b u i l d i n g  d r a i n  o r  s u m p  o r  a sump 
pump t o  b u i l d i n g  s a n i t a r y  s e w e r .  D i s c h a r g e  o f  s u c h  
w a t e r s  by a m a n u a l  s w i t c h - o v e r  f r o m  s a n i t a r y  sewer t o  
s t o r m  d r a i n a g e  w i l l  r io t  b e  a n  a c c e p t a b l e  m e t h o d  o f  
s e p a r a t i o n .  In c a s e  b o t h  s t o r m  a n d  s a n i t a r y  s e w a g e  i s  
p r e s e n t ,  s e p a r a t e  d r a i n a g e  o r  p u m p i n g  system s h a l l  be  
i n c l u d e d .  

2 ,  S t o r m w a t e r ,  g r o u n d w a t e i  a n d  a l l .  o t h e r  u n p o l l u t e d  
i i-rainaqe may be d i s c h a r g e d  t o  s u c h  sewers  a : y  a r e  3 e 1-1 

a s  s t o r m  s e w e i s  a p p r o v e d  b:y t h e  S u p e r i n t e n d e n t .  i .lnder 
n o  ci ~ c ~ ~ n i s t a n c e s  s h a l  1 s a n i . t a r y  sewer b e  d i s c h a r g e d  t o  
a s t o r m  s e w e r .  

3 .  T h e  o w n e r ( s )  o f  a n y  b u i l d i n g  sewers  h a v i n g  s i i c h  
c o n n e c t i o n s ,  l e a k s ,  o r  d e f e c t s  s h a l l  b e a r  a l l  c o s t s  
i n c i d e n t a l  t o  r e m o v a l  o f  s u c h  s o u r c e s .  

E .  3 u h l ; t a n c e ;  w h i c h  I n t e r f e r e .  No u s e r  s h a l l  c o n t r i b u t e  i)r 
c a u s e  t o  b e  c o n t r i b u t e d ,  d i r e c t l y  o r  i n d i r e c t l y ,  a n y  
p o l l u t a n t  o r  was tewater  w h i c h  w i l l  i n t e r f e r e  w i t h  t h e  
o p e r a t i o n  o r  p e r f o r m a n c e  o f  t h e  C i t y ’ s  S a n i t a r y  S e w e r  
T r e a t m e n t  P l a n t .  T h e s e  g e n e r a l  p r o h i b i t i o n s  a p p l y  t o  a l l  
s u c h  u s e r s  o f  t h e  S a n i t a a r y  S e w e r  T r e a t m e n t  P l a n t  w h e t h e r  
L ~ Z  rink the u s e r  is  s u b j e c t  t o  F e d e r a l  C a t e g o r i c a l  
F r e t r e a t m e n t  S t a n d a r d s  or a n y  o t h e r  F e d e r a l ,  State or Lijcal 
P r e t r e a t m e n t  S t a n d a r d s  o r  R e q u i r e m e n t s .  A user s h a l l  n o t  
c o n t r i b u t e  t;he f o l l o w i n g  s u b s t a n c e s  t o  t h e  s a i d  P l a n t :  

l .  Any l i q u i d s ,  s o l i d s  o r  g a s e s  w h i c h  by r e a s o n  o f  t h e i r  
n a t u r e  o r  q u a n t i t y  a r e ,  o r  may b e ,  s u f f i c i e n t  e i t h e r  
alone o r  b:y i n t e r a c t i o n  wi . th  o t h e r  s u b s t a n c e s  t~ cause 
f i r e  or explosion o r  be  i n j u r i o u s  i n  a n y  o t h e r  wa-y iu 
t h e  S a n i t a r y  Sewer T r e a t m e n t  P l a n t  o r  t o  t h e  ope ra t io r -1  
o f  t h e  P l a n t .  A t  n o  t ime s h a l l  a was te  s t ream e x h i b i t . :  
a c l o s e d  c u p  f l a s h p o i n t  o f  l e s s  t h a n  1 4 0  d e g r e e s  
F a h r e n h e i t  ( 6 0  d e g r e e s  C e n t i g r a d e )  u s i n g  t .he  t e s t  
m e t h o d s  s p e c i f i e d  i n  4 0  CFR 2 6 1 . 2 1 .  P r o h i b i t e d  
m a t e r i a l s  i n c l u d e ,  b u t  a r e  no-t: l i m i t e d  t o ,  g a s o l i n e ,  
k e r o s e n e ,  n a p h t h a ,  b e n z e n e ,  t o l u e n e ,  x y l e n e ,  e t h e r s ,  
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a l c o h o l s ,  k e t o n e s ,  a l d e h y d e s ,  p e r o x i d e s ,  c h l o r a t e s ,  
p e r c h l o r a t e s ,  b r o m a t e s ,  c a r b i d e s ,  h y d r i d e s ,  a n d  a n y  
o t h e r  s u b s t a n c e s  w h i c h  h a v e  a c l o s e d  c u p  f l a s h p o i n t  o f  
1 4 0  d e g r e e s  F a h r e n h e i t  ( 6 0  d e g r e e s  C e n t i g r a d e )  or l e s s ,  
a n d  a n y  s u b s t a n c e  w h i c h  t h e  C i t y ,  S t a t e  o r  EPA h a s  
n o t i f i e d  t h e  u s e r  i s  a f i r e  h a z a r d  o r  a h a z a r d  t o  t h e  
s a n i t a r y  sewer s y s t e m .  

2 .  Any wa te r s  o r  was tes  h a v i n g  a pH l o w e r  t h a n  6 . 0  o r  
h i g h e r  t h a n  9 . 0  o r  h a v i n g  a n y  o t h e r  c o r r o s i v e  
p r o p e r t y ( s )  c a p a b l e  o f  c a u s i n g  d a m a g e  o r  h a z a r d  t o  
s t r u c t u r e s ,  e q u i p m e n t  a n d  p e r s o n n e l  of t h e  S a n i t a r y  
S e w e r  T r e a t m e n t  P l a n t .  

3 .  Any s l u g  l o a d  o r  p o l l u t a n t s ,  i n c l u d i n g  o x y g e n  d e m a n d i n g  
p o l l u t a n t s ,  r e l e a s e d  a t  a f l o w  o r  c o n c e n t r a t i o n  t h a t  
w i l l  c a u s e  i n t e r f e r e n c e  w i t h  t h e  S a n i t a r y  S e w e r  
T r e a t m e n t  P l a n t ' s  o p e r a t i o n .  

4 .  S o l i d  or v i s c o u s  s u b s t a n c e s  i n  q u a n k i t i e s  o r  o f  s i i c h  
s i z e  c a p a b l e  o f  c a u s i n g  o b s t r u c t i o n  t o  t h e  f l o w  i n  
s e w e r s ,  o r  o t h e r  i n t e r f e r e n c e  w i t h  t h e  p r o p e r  operation 
of  t h e  wastewater  f a c i l i t i e s .  

5. Any was tewater  h a v i n g  a t e m p e r a t u r e  w h i c h  w i l l  i n h i b i t  
b i o l o g i c a l  a c t i v i t y  i n  t h e  C i t y ' s  S a n i t a r y  S e w e r  
T r e a t m e n t  P l a n t  r e s u l t i n g  i n  i n t e r f e r e n c e ,  b u t  i n  n o  
c a s e  w a s t e w a t e r  w i t h  a t e m p e r a t u r e  a t  t h e  i n t r o d u c t i o n  
i n t o  t h e  P l a n t  t h a t  w i l l  r e s u l t  i n  a t r e a t m e n t  p l a n t  
i n f l u e n t  t e m p e r a t u r e  w h i c h  e x c e e d s  1 0 4  d e g r e e s  
F a h r e n h e i t  ( 4 0  d e g r e e s  C e n t i g r a d e ) .  

6 .  Any p o l l u t a n t ( s )  w h i c h ,  e i t h e r  a l o n e  o r  b y  i n t e r a c t i o n  
w i t h  o t h e r  s u b s t a n c e s ,  p r o d u c e  t o x i c  q a s e s ,  v a p o r s  o r  
f u m e s  w i t h i n  t h e  C i t y ' s  S a n i t a r y  S e w e r  T r e a t m e n t  P l a n t  
i n  a q u a n t i t y  t h a t  may c a u s e  a c u t e  w o r k e r  h e a l t h  a n d  
s a f e t y  p r o b l e m s .  

7 .  Any s u b s t a n c e s  w h i c h  may c a u s e  t h e  C i t y ' s  S a n i t a r y  
S e w e r  T r e a t m e n t  P l a n t  e f f l u e n t  o r  a n y  o t h e r  p r o d u c t  o f  
t h e  P l a n t  such a s  r e s i d u e s ,  s l u d g e s ,  o r  s c u m  t o  be 
u ~ s u l t a b l e  f o r  r e c l a m a t i o n  a n d  r e u s e  o r  t o  i n t e r f e r e  
w i t h  t h e  r e c l a m a t i o n  p r o c e s s  w h e r e  t h e  C i t y  i s  p u ~ s u i n g  
a r e u s e  a n d  r e c l a m a t i o n  p r o g r a m .  I n  n o  c a s e  shall a 
s u b s t a n c e  d i s c h a r g e d  t o  t h e  P l a n t :  c a u s e  t h e  P 1 . a n t  t o  b e  
i n  n o n - c o m p l i a n c e  w i t h  s l u d g e  use  or d i s p o s a l  c r i t ~ ~ i a ,  
g u i d e l i n e s  o r  r e g u l a t i o n s  d e v e l o p e d  u n d e r  S e c t i o n  4CiS 
o f  t h e  A c t ;  a n y  c r i t e r i a ,  g u i d e l i n e s  o r  r e y u l a t i o n s  
a f f e c t i n g  s l u d g e  u s e  o r  d i s p o s a l  d e v e l o p e d  p u r s u a n t  t o  
t h e  S o l i d  W a s t e  D i s p o s a l  A c t ,  t h e  C l e a n  A i r  Acir, t h e  
T o x i c  S u b s t a n c e s  C o n t r o l  Act, or S t a t e  c r i t e r i a  
a p p l i c a b l e  t o  t h e  s l u d g e  m a n a g e m e n t  m e t h o d  b e i n g  i i s e d .  

8 .  Any s u b s t a n c e  w h i c h  c a u s e s  t h e  C i t y ' s  S a n i t a r y  Sewer  
T r e a t m e n t  P l a n t  t o  v i o l a t e  i t s  NPDES/KPDES p e r m i t ,  
s l u d g e  d i s p o s a l  p e r m i t  o r  t h e  water  q u a l i t y  s t a n d a r d s  
o f  t h e  r e c e i v i n g  s t r e a m .  
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9 .  P e t r o l e u m  o i l ,  n o n b i o d e g r a d a b l e  c u t t i t i y  o i l ,  or 
p r o d u c t s  o f  m i n e r a l  o i l  o r i g i n  i n  a m o u n t s  t h a t  w i l l  
c a u s e  i n t e r f e r e n c e  or  p a s s  t h r o u g h  a t  t h e  C i t y ’ s  
S a n i t a r y  S e w e r  T r e a t m e n t  P l a n t .  

10. Any t r u c k e d  or hau lec l  p o l l u t a n t s ,  e x c e p t  a t  d i scha r - -ye  
p o i n t s  d e s i g n a t e d  b y  t h e  S u p e r i n t e n d e n t .  

ARTICLE L a  z PRIVATE WASTEWATER D I S P O S A L  

A .  P u b l i c  Sewer n o t  Available 

1. Where  a p u b l i c  s a n i t a r y  sewer i s  n o t  a v a i l a b l e  u n d e r  
t h e  p r o v i s i o n s  o f  A r t i c l e  I 1  o f  t h i s  O r d i n a n c e ,  t h e  
b u i l d i n g  sewer s h a l l  b e  c o n n e c t e d ,  u n t i l  t h e  p u b l i c  
sewer :system is a v a i l a b l e ,  t o  a p r i v a t e  was tewater  
d i s p o s a l  sys t em c o m p l y i n g  w i t h  t h e  p r o v i s i o n s  o f  
a p p l i c a b l e  l o c a l  a n d  s t a t e  r e g u l a t i o n s .  

2 .  The  o w n e r  s h a l l  o p e r a t e  a n d  m a i n t a i n  t h e  p r i v a t e  
s e w a g e  d i s p o s a l  f a c i l i t i e s  i n  a s a n i t a r y  m a n n e r  a t  all 
t i m e s ,  a t  n o  e x p e n s e  to t h e  C i t y .  When i t  b e c o m e s  
n e c e s s a r y ,  t h e  s l u d g e  may be  d i s p o s e d  o f  o n l y  a s  
a p p r o v e d  b y  t h e  C i t y ,  b y  o p e r a t o r s  l i c e n s e d  b y  the C i t y  
f o r  s u c h  p u r p o s e s .  

3 .  N o  s t a t e m e n t  c o n t a i n e d  i n  t h i s  A r t i c l e  s h a l l  b e  
c o n s t r u e d  t o  i n t e r f e r e  w i t h  a n y  a d d i t i o n a l  reqi1ireint . l1ts  
t h a t  may b e  i m p o s e d  b y  a p p l i c a b l e  l o c a l ,  s t a t e  o r  
f e d e r a l  r e g u l a t i o n s .  

4 .  I n d u s t r i e s  w i t h  c u r r e n t :  NPDES/KPDES permi t s  may 
d i s c h a r g e  a t  p e r m i t t e d  d i s c h a r g e  p o i n t s  p r o v i d e d  t h e y  
a r e  i n  c o m p l i a n c e  w i t h  t h e  c o n d i t i o n s  o f  s a i d  p e r m i t .  

5 .  No s e p t i c  t a n k  o r  c e s s p o o l  s h a l l  b e  p e r m i t t e d  t o  
d i s c h a r g e  t o  a n y  n a t u r a l  o u t l e t .  

B .  R e q u i r e m e n t s  ,= I n s t a l l a t i o n  

1. The t y p e ,  c a p a c i t y ,  l o c a t i o n  a n d  l a y o u t  o f  a p r i v a t e  
s e w a g e  d i s p o s a l  system s h a l l  c o m p l y  w i t h  a l l  l o c a l  or 
s t a t e  r e g u l a t i o n s .  B e f o r e  commencemen t  o f  c o n s t r u c t i o n  
o f  a p r i v a t e  s e w a g e  d i s p o s a l  s y s t e m ,  t h e  o w n e r  s h s l !  
f i r s t  o b - t a i n  a written p e r m i t  i s s u e d  by t h e  Greenup 
C o u n t y  H e a l t h  D e p a r t m e n t  a f t e r  a p p r o v a l  of t h e  s y s t e m  
b y  t h e  l o c a l  a n d  s t a t e  a r t h o r i t i e s  i f  r e q u i r e d .  T h e  
a p p l i c a t i o n  f o r  such p e r m i t  s h a l l  be made  o n  a f o r m  
f u r n i s h e d  by t h e  G r e e n u p  C o u n t y  H e a l t h  D e p a r t m e n t  w h i c h  
t h e  a p p l i c a n t  s h a l l  s u p p l e m e n t  b y  a n y  p l a n s ,  
s p e c i f i c a t i o n s  a n d  o t h e r  i n f o r m a t i o n  as a r e  deemed  
n e c e s s a r y  b y  t h e  G r e e n u p  C o u n t y  H e a l t h  D e p a r t m e n t .  

2 .  A p e r m i t  f o r  p r i v a t e  s e w a g e  d i s p o s a l  sys t em s h a l l  n o t  
become  e f f e c t i v e  u n t i l  t h e  i n s t a l l a t i o n  is c o m p l e t e d  t o  
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the satisfaction of the local and state authorities, if 
required. These authorities shall be allowed to 
inspect the work at any stage of construction, and i n  
any event the applicant for the permit shall notify 
the Superintendent when the work is ready for final 
inspection and before any underground portions are 
covered. 

ARTICLE - -  IV - BUILDING SEWERS AND CONNECTIONS 

A. Permits 

3 There shall be two (2) classes and building sewer 
permits required; (a) for residential and (b) for 
service to commercial, industrial and other non- 
domestic establishments. In either case, the owner o r  
his agent shall make application on a special form 
furnished by the City. Applicants for service to 
commercial and industrial establishments shall be 
required to furnish i.nformation about all waste 
producing activities, wastewater characteristics and 
constituents. The permit application shall be 
supplemented by any plans, specifications O K  ot.her 
information consjdered pertinent in the judgement of 
the Superintendent or his agent. Details regarding 
commercial and industrial permits include hut are not 
limited to those required by this Ordinance. Permit 
and inspection fees shall be paid to the City at the 
time the application is filed. 

2. Users shall notify the Superintendent of the City's 
Sanitary Sewer Treatment Plant of any proposed new 
introduction of wastewater constituents or any proposed 
change in the volume or character of the wastewater 
beiny discharged to the Plant a minimum of thirty ( 3 0 )  
days prior to the change. The Superintendent may deny 
or condition this new introduction or change based upon 
the information submitted in the notification. 

E. Pr uhibi t ed Cnnne c t i c3n5 

No person shall make connections of roof downspouts, 
basement wall seepage or floor seepage, exterior foundation 
drains, area way drains, or other sources of surface runoff 
or groundwater to a builliiny sewer or building drain which 
i n  t u r n  i s  connected direc!_ly or indirectly to a puh1.i~ 
;arii tary sewer. Any sucii connections which already exist on 
t:he effective date of this Ordinance shall be completely 2nd 
permanently disconnected within sixty (60) days of the 
effective date of this Ordinance. The owners of any 
building sewers having such connections, leaks or defects 
shall bear all costs incidental to removal of such sources. 
Pipes, sumps and pumps for such sources of yround and 
surface water shall be separate from wastewater facilities. 
Removal of such sources of water without presence of 
separate facilities shall be evidence of drainage to the 
public sanitary sewer. 
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N o  u n a u t h o r i z e d  p e r s o n ( s )  s h a l l  u n c o v e r ,  m a k e  a n y  
c o n n e c t i o n s  w i t h  o r  o p e n i n g  i n t o ,  use ,  a l t e r ,  o r  d i s t u r b  a n y  
p u b l i c  sewer or a p p u r t e n a n c e  t h e r e o f  w i t h o u t  f i r s t  o b t a i n i n g  
a w r i t t e n  p e r m i t  € rom t h e  s u p e r i n t e n d e n t .  

A s e p a r a t e  a n d  i n d e p e n d e n t  b u i l d i n g  s e w e r  s h a l l  be 
p r o v i d e d  f o r  e v e r y  b u i l d i n g ;  e x c e p t  w h e r e  o n e  b u i l d i i i q  
s t a n d s  a t  t h e  r e a r  o f  a n o t h e r  on a n  i n k e r i o r  l o t  a n d  1-10 

p r i v a t e  sewer i s  a v a i l a b l e  o r  can b e  c o n s t r u c t e d  t o  t h e  
r e a r  b u i l d i n g  t h r o u g h  a n  a d j o i n i n g  a l l e y ,  c o u r t y a r d ,  o r  
d r i v e w a y .  T h e  s e w e r  f r o m  t h e  f r o n t  b u i l d i n g  may be  
e x t e n d e d  t o  t h e  r e a r  b u i l d i n g  a n d  t h e  w h o l e  c o n s i d e r e d  
a s  o n e  b u i l 2 i n g  s e w e r ,  b u t  t h e  C i t y  d o e s  n o t  a n d  w i l l  
n o t  a s s u m e  a n y  o b l i g a t i o n  o r  r e s p o n s i b i l i t y  f o r  d a m a g e  
c a u s e d  b y  o r  r e s u l t i n g  f r o m  a n y  s u c h  s i n q l e  c o n n e c t i o n  
a f o r e m e n t i o n e d .  

2 .  O l d  b u i l d i n g  s e w e r s  may b e  u s e d  i n  c o n n e c t i o n  w i t h  new 
b u i l d i n g s  o n l y  when t h e y  a r e  f o u n d ,  o n  e x a m i n a t i o n  a n d  
t e s t  by  t h e  S u p e r i n t e i i d e n t ,  t o  meet a l l  r e q u i r e m e n t s  o f  
t h i s  o r d i n a n c e .  P e r m i t  a n d  i n s p e c t i o n  f e e s  f o r  new 
b u i l d i n g s  u s i n g  e x i s t i n g  b i i i l d i n g  sewers s h a l l  b e  t h e  
s a m e  a s  f o r  n e w  b u i l d i n g  s e w e r s .  I f  a d d i t i o n a l  sewer 
c u s t o m e r s  a r e  a d d e d  t o  t h e  o l d  b u i l d i n g  s ewers ,  
a d d i t i o n a l  s e w e r  t a p  f e e s  s h a l l  b e  c h a r g e d  a c c o r d i n g l y  
e v e n  t h o u g h  no  new s e w e r  t a p  i s  a c t u a l l y  made i n t o  -the 
c _ ' i  t y  5ys t e m .  

3 .  E x t e n s i o n  of  c u s t o m e r  s e r v i c e  l i n e s  f r o m  a n y  p o i n t  on  
t h e  c u s t o m e r ' s  s i d e  o t  t h e  tap f o r  d e l i v e r y  o f  was t e  
f r o m  a n y  l o c a t i o n  n t h e r  t h a n  t h a t  o f  t h e  c u s t o m e r  i n  
whose  name t!ie t a p  i s  r e g i s t e r e d  s h a l l  n o t  be  
p e r m i t t e d .  

4 .  The  b u i l d i n g  s e w e r  s h a l l  be  c a s t  i r o n  s o i l  p i p e ,  ASTM 
A - 7 4 ,  l a t e s t  r e v i s i o n ,  PVC ( p o l y v i n y l - c h l o r i d e )  sewer 
p i p e ,  ASTM D - 3 0 3 4 ,  l a t e s t  r e v i s i o n ,  u n g l a z e d  c l a y  sewer 
p i p e ,  ASTM C-263, l a t e s t  r e v i s i o n ,  v i t r i f i e d  c l a y  s e w e r  
p i p e ,  ASTM C - 7 0 0 ,  l a t e s t  r e v i s i o n ,  o r  d u c t i l e  i r o n  
p i p e ,  AWWA s p e c i f i c a t i o n  C - 1 5 1  c e m e n t  l i n e d ,  a n d  s h a l l  
m e e t  r e q u i r e m e n t s  o f  S t a t e  p l u m b i n g  c o d e .  J o i n t s  s h a !  1 
be  a s  s e t  out h e r e i n a f t e r .  Any p a r t  o f  t h e  b u i l d i n ?  
s e w e r  t h a t  i s  l o c a t e 6  w i t h i n  f i v e  f e e t  o f  a w a t e r  
s e r v i c e  p i p e  shall be  c o n s t r u c t e d  w i t h  c a s t  i r o n  s o i l  
p i p e  or d u c t i l e  i r o n  p i p e ,  u n l e s s  t h e  b u i l d i n g  sewel: i s  
a t  l e a s t  o n e  f o o t  deeper r  i n  t h e  g r o u n d  t h a n  t!ie w a t e r  
service l i n e .  I n  t h e  l a t t e r  c a s e ,  v i t r i f i e d  c l a y  p i p e  
inay be u s e d .  C a s t  i r o n  s o i l .  p i p e  o r  d u c t i l e  i r o n  p i p e  
may be  r e q u i r e d  by t h e  C i t y  w h e r e  t h e  b u i l d i n g  s e w e r  i s  
e x p o s e d  t o  damage  or s t o p p a g e  b y  t r e e  r o o t s .  C a s t :  i r o n  
s o i l  p i p e  o r  d u c t i l e  i r o n  p i p e  s h a l l  b e  u s e d  i n  f i l l e d  
o r  u n s t a b l e  g r o u n d ,  i n  a r e a s  w h e r e  t h e  c o v e r  o v e r  t h e  
b u i l d i n g  sewer i s  l e s s  t h a n  t h r e e  f e e t ,  o r  i n  a r e a s  
w h e r e  t h e  s e w e r  i s  s u b j e c t  t o  v e h i c u l a r  o r  o t h e r  
e x t e r n a l  l o a d s .  
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S. The s i z e ,  s l o p e ,  a l i g n m e n t ,  n i a t e r i a l s  o f  c.or~striicr11i(,n 
of a b u i l d i n g  sewer ,  a n d  t h e  m e t h o d s  to b e  u s e d  i n  
e x c a v a t i n g ,  p l a c i n g  o f  t h e  p i p e ,  j o i n t i n g ,  t e s t i n g ,  a n d  
b a c k f i l l i n g  t h e  t r e n c h ,  s h a l l  a l l  c o n f o r m  t o  t h e  
r e q u i r e m e n t s  o f  t h e  l o c a l  a n d  s t a t e  b u i l d i n g  cirid 
p l u m b i n g  c o d e s  a n d  o t h e r  a p p l i c a b l e  r u l e s  and 
r e g u l a t i o n s  o f  t h e  City. 

6 .  A l l  c o s t s  a n d  e x p e n s e s  i n c i d e n t a l  t o  t h e  i n s t a l l a t i o n  
a n d  c o n n e c t i o n  o f  t h e  b u i l d i n g  sewer  s h a l l  be b o r n e  b y  
t h e  o w n e r ( s ) .  T h e  o w n e r ( s )  s h a l l  i n d e m n i f y  t h e  C i t y  
f o r  a n y  loss o r  d a m a g e  t h a t  may d i r e c t l y  o r  i n d i r e c t l y  
b e  o c c a s i o n e d  by t h e  i n s t a l l a t i o n  o f  t h e  b u i l d i n g  
s e w e r .  Fees  f o r  c o n n e c t i o n  s h a l l  b e  as  e s t a h i i s h e d  by 
t h e  City. 

7 .  The  o w n e r  s h a l l  e n s u r e  t h a t  all e x c a v a t i o n s  f o r  
b u i l . d i n g  Sewer i n s t a l l a t i o n  s h a l l  b e  a d e q u a t e l y  g u a r d e d  
w i t h  b a r r i c a d e s  a n d  l i g h t s  s o  a s  t o  p r o t e c t  t h e  p u b l i c  
from h a z a r d .  S l r r e e t s ,  s i d e w a l k s ,  p a r k w a y s ,  ,3nd o t h e r  
p u b l i c  p r o p e r t y  d i s t u r b e d  i n  t h e  c o u r s e  of t h e  work 
s h a l l  b e  r e s t o r e d  i n  a m a n n e r  s a t i s r a c t o r i l y  to t h e  
C i t y .  

8. I n  a l l  b u i l d i n g s  i n  w h i c h  a n y  s a n i t a r y  f a c i l i t y  d r a i n  
i s  t o o  l o w  t o  p e r m i t  g r a v i . t y  f l o w  t o  t h e  p u b l i c  sewer, 
s a n i t a r y  s e w a g e  c a r r i e d  b y  s u c h  d r a i n  s h a l l  be i i f te[-2 
b y  a n  a p p r o v e d  m e a n s  a n d  d i s c h a r g e d  to t h e  s sme  
b u i l c l i n g  s e w e r .  D r a i n  p i p e  a n d  sump € o r  c o i l e c t . i o n  CIE 
such  s a n i t a r y  d r a i n a g e  s h a l l .  b e  a b o b e  b a s e m e r i t  f i i ~ i ; ~  U L  

i n  s e p a r a t e l y  w a t e r t i g h t  o r  d r a i n e d  s u m p  o r  c h a n n e l .  

9. T h e  b u i l d i n g  Sewer : s h a l l  b e  c o n n e c t e d  i . n t o  t l i e  p u b l i c  
sewer a t  t h e  e a s e m e n t  or p r o p e r t y  l i n e .  Where iio 
p r o p e r t y  l o c a t e d  s e r v i c e  b r a n c h  is  a v a i l a b l e ,  a i )  
a u t h o r i z e d  a g e n t  o f  t h e  C i t y  s h a l l  c u t  a n e a t  h o l e  i n t o  
t h e  m a i n  l i n e  o f  t h e  p u b l i c  sewer a n d  a s u i t a b l e  wyc? o r  
t e e  s a d d l e  i n s t a l l e d  t o  r e c e i v e  t h e  b u i l d i n g  s e w e r .  
The  i n v e r t  o f  t h e  b u i l d i n g  sewer a t  s u c h  p o i n t  of 
c o n n e c t i o n  w i t h  a s a d d l e  s h a l l  b e  i n  t h e  u p p e r  q u a t i r a n t  
t o  t h e  m a i n  l i n e  o f  t h e  p u b l i c  s e w e r .  A n e a t  
w o r k m a n l i k e  c o n n e c t i o n ,  n o t  e x t e n d i n g  p a s t  the i n n e r  
s u r f a c e  o f  t h e  p u b l i c  s ewer ,  s h a l l  b e  made  arid t h e  
s a d d l e  made s e c u r e  a n d  water  t i g h - t  b y  encasemerit. i r l  
e p o x y  c e m e n t  s p e c i a l l y  p r e p a r e d  f o r  th i s  p u r p o s e .  A 
wye a n d  H b e n d  f i t t i n g  s h a l l  b e  i n s t a l l e d  a t  iihe 
p ~ o p e r t y  i . ir ie b e t w e e n  t h e  p u b l i c  :sewer a n d  ' i h t i  !i~.ri 
s e w e r .  T h i s  f i t t i n g  s h a l l  s e r v e  t h e  p u r p o s e  cjf  a 
c l e a n o u t  a n d  f o r  a p p l y i n g  t h e  smoke  t e s t  d u r  i n t j  
i n s p e c t i o n  o f  t h e  l i n e .  A f t e r  t e s t i n g ,  a c a s t  i r o n  or 
d u c t i l e  i r o n  r i s e r  w i l l  b e  i n s e r t e d  i.n t h i s  f i t t i . n g  and  
b r o u g h t  f l u s h  w i t h  t h e  g r o u n d  s u r f a c e .  A s t o p p e r  o r  
p l u g ,  o u t f i t t e d  w i t h  a t y p e  j o i n t  a p p l i c a b l e  t o  t h e  
p i p e  u s e d ,  s h a l l  s e a l  t h i s  r i s e r  a g a i n s t  t h e  i n t r u s i o n s  
o f  g r o u n d  o r  s u r f a c e  w a t e r .  

1 0 .  A l l  b u i l d i n g  s a n i t a r y  s e w e r  l i n e s  w i l l  be i n s t a l l e d  5 0  
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a s  t o  meet o r  e x c e e d  t h e  m o s t  c u r r e n t  r e v i s i o n  o f  tihe 
S t a t e  B u i l d i n g  C o d e .  

11. A l l  p e r s o n s  w o r k i n g  on C i t y  sewers  w i t h  a c leaf i i r iy  r o d  
m u s t  u s e  a n  a p p r o v e d  t y p e  r o d  i n  c l e a n i n g  s e w e r  
c o n n e c t i o n s  t .o  C i t : y  s e w e r s .  

D. I n s p e c t i o n  

1 .  T h e  a p p l i c a n t  f o r  t h e  b u i l d i n g  sewer p e r m i t  s h a l l  
n o t i f y  t h e  S u p e r i n t e n d e n t  when t h e  b u i l d i n g  sewer i s  
r e a d y  f o r  c o n n e c t i o n  t o  t h e  p u b l i c  s e w e r .  T h e  
c o n n e c k i o n  s h a l l  b e  made u n d e r  t h e  s u p e r v i s i o n  o f  t h e  
S u p e r  i n t e n d e n t  o r  h i s  r e p r e s e n t a t i v e  . T h e  c o n n e c t i o n s  
s h a l l  be made g a s t i g h t  a n d  w a t e r t i g h t  a n d  v e r i f i e d  b y  
p r o p e r  t e s t i n g .  

2 .  A l l  b u i l d i n g  sewers  s h a l l  b e  s m o k e  t e s t e d  t h r o u g h  t h e  
wye b r a n c h  a t  t h e  p u b 1  ic sewer c o n n e c t i o n ,  w i t h  p r ~ b 1 . i ~  
sewer t i g h t l y  p l u g g e d  o f f ,  a f t e r  c o n n e c t i o n s  a t  b o t h  
e n d s  a r e  made a n d  a f t e r  a l l  p i p e  i s  p r o p e r l y  b e d d e d  a n d  
b a c k E i l l e d  st l e a s t  t o  t o p  o f  p i p e  a n d  i f  b a c k f i l l  is 
c o m p l e t e d ,  w i t h i n  t w o  w e e k s  a f t e r  c o m p l e t i o n  o f  
b a c k f i l l .  A t  t i m e  o f  t e s t ,  a n y  o p e n i n g s  i n t o  t h e  
b u i l d i n g  d r a i n  i n s i d e  t h e  b u i l d i n g  s h a l l .  be w a t e r  
t r a p p e d  o r  p l u g g e d .  Any l e a k a g e  o f  s m o k e  f r o m  b i u i r d i n q  
sewer  o r  b u i l d i n g  d r a i n  a n d  p l u m b i n g  s h a l l  b e  l o c a t e d  
a t  t e s t  a n d  r e p a i r e d  to s t a n d  r e p e t i t i o n  o f  sini?.ke t e s t  
w i t h o u t  I .eal~.aqe.  Whein smoke  t e s t i n g  i s  c o m p l e t e d ,  the 
t e m p o r a r y  f l o w  l i n e  p l u g  s h a 2 . l  be r e m o v e d  a n d  a 
p e r m a n e n t  w a t e r  t i . g h t  p l u g  s h a l l  b e  p l a c e d  i n  b r a n c h  o f  
t e s t  w y e - b r a n c h  a n d  c a r e E u l 1 y  b a c l ~ f  i l i e d  b y  h a n d  &rid 
t a m p e d  t o  a t  least s i x  i n c h e s  a b o v e  . t h e  t o p  oi_' t h e  
b r a n c h .  

ARTI!3LE lz POLLUTANT DISCHARGE LIMITS 

A .  G e n e r a l  C o n d i t i o n s  

The  f o l l o w i n g  d e s c r i b e d  s u b s t a n c e s ,  m a t e r i a l s ,  w a t e r s ,  o r  
waste  s h a l l  b e  l i m i t e d  i n  d i s c h a r g e  t o  m u n i c i p a l  s y s t e m s  t o  
c o n c e n t r a t i o n s  or q u a n t i t i e s  w h i c h  w i l l  n o t  h a r m  e i t h e r  t h e  
s e w e r s ,  wastewiiter t r e a t m e n t  p r o c  s o r  e q u i p m e n t ,  will ! ?ob  
h a v e  a n  a d v e r s e  effect O I . I  the r e  v i n g  s t r e a m ,  01 

o t h e r w i s e  e n d a n g e r   live:^, l i m b ,  p u b l i c  p r o p e r t y  UL' 

c o n s t i t u t e  a n u i s 3 n c . e .  T h e  5iupe1 i n t e n i e n t  may s e i  
add i t i. o n a  1 1 i m i ta t i 10 n s  l i m i t a t i o n s  inore  s t r i n g e n t  t h a i - )  
t h o s e  e s t a b l i s h e d  i n  t h e  r e g u l a t i o n s  b e l o w  i f  i n  t h e i u  
o p i n i o n  s u c h  m o r e  s e v e r e  l i m i t a t i o n s  a r e  n e c e s s a r y  i r i j  meet 
t h e  a b o v e  o b j e c t i v e s .  I n  f o r m i n g  t h e i r  opinion as t o  ':he 
a r c e p t a b i l i  ty, t h e  Superinkendent s h a l l  give c o n s i d e r a t : i o n  
t o  s u c h  f a c t o r s  a s  t h e  q u a n t i t y  o f  s u b j e c t  w a s t e  i n  r e l a t i o n  
t o  f l o w s  a n d  v e l o c i t i e s  i n  t h e  sewers,  ma te r i a l : s  o f  
c o n s t r u c t i o n  o f  t h e  s e w e r s ,  t h e  was t ewa te r  t r e a t m e n t  p r o c e s s  
e m p l o y e d ,  c a p a c i t y  o f  t h e  was t ewa te r  t r e a t m e n t  p l a n t ,  
a n d  o t h e r  p e r t i n e n t  f a c t o r s .  



E. Fzestr i c t e d  U i s c h a r q e s  
-___I_ 

1 ,  W a s t e w a t e r  c o n t a i n i n g  more t h a n  2 5  m i l l i g r a m s  p e r  
l i t e r  o f  p e t r o l e u m  o i l ,  n o n b i o d e g r a d a b l e  c u t t i n g  o i l : : ,  
o r  p r o d u c t s  o f  m i n e r a l  o i l  o r i g i n .  

2 .  W a s t e w a t e r  f r o m  i n d u s t r i a l  p l a n t s ,  c o m m e r c i a l .  b i i s ines : ;  
o r  o t h e r  n o n - d o m e s t i c  c o n n e c t i o n s  c o n % a i n i n g  f l o a t a b l e  
o i l s ,  f a t ,  o r  g r e a s e ,  w h e t h e r  e m u l s i f i e d  o r  n o t ,  i n  
e x c e s s  o f  1 0 0  m i l l i g r a m s  p e r  l i t e r  01- c o i i t a i n i n g  
s u b s t a n c e s  w h i c h  may s o l i d i f y  n r  become  v i s c o u s  a t  
t e m p e r a t u r e s  b e t w e e n  3 2  a n d  1.50 d e g r e e s  F a h r e r i h e i  C 
( 0  - 6 5  d e g r e e s  C ) .  

3 .  Any g a r b a g e  t h a t  h a s  n o t  b e e n  p r o p e r l y  s h r e d d e d  f r o m  
h o m e s .  G a r b a g e  g r i n d e r s  s h a l l  n o t  b e  c o n n e c t e d  t o  
s a n i t a r y  s e w e r s  f rom s c h o o l s ,  m o t e l s ,  i n s t i t u t i o n s ,  
r e s t a u r a n t s ,  h o s p i t a l s ,  c a t e r i n g  e s t a b l i s h m e n t s  o r  
s i m i l a r  p l a c e s  w h e r e  g a r b a g e  o r i g i n a t e s  f r o m  t h e  
p r e p a r a t i o n  o f  f o o d  i n  k i t c h e n s  f o r  t h e  p u r p o s e  o f  
c o n s r i m p t i o n  o f  t h e  p r e m i s e s  o r  when s e r v e d  b y  c a t e r e r s .  

4 .  Any w a s t e w a t e r  c o n t a i n i n g  t o x i c  p o l l w t a n t s  i n  
s u f f i c i e n t  q u a n t i t y ,  e i t h e r  s i n g l y  o r  b y  i n t e r a c t i o n s  
w i t h  o t h e r  p o l l u t a n t s ,  t o  i . n j u r e  o r  i n t e r f e r e  w i t h  a n y  
w a s t e w a t e r  t r e a t m e n t :  p r o c e s s ,  c o n s t i t u t e  a h a z a r d  t o  
humans  o r  a n i m a l s ,  c r e a t e  a t o x i c  e f f e c t .  i n  t h e  
r e c e i v i n g  wa te r s  o f  t h e  C i t y ' s  S a n i t a r y  S e w e r  T r e a t m e n t  
P l a n t  o r  t o  e x c e e d  t h e  l i m i t a t i o n s  s e t  f o r t h  i n  a 
F e d e r a l  P r e t r e a t m e n t  S - t a n d a r d .  A t o x i c  p o l l u t a n t  s h a l ;  
i n c l u d e  b t i t  n o t  be  l i m i t e d  to a n y  p o l l u t a n t  i d e n t i f i e d  
p u r s u a n t  t o  S e c t i o n  3 0 7 i a )  o f  t h e  A c t .  

5 .  Any r a d i o a c t i v e  w a s t e s  o r  i . s o t o p e s  o f  s u c h  h a l f - l i f e  o r  
c o n c e n t r a t i o n  a s  may e x c e e d  l i m i t s  e s t a b l i s h e d  by  t h e  
S u p e r i n t e n d e n t  i n  c o m p i i a n c e  w i t h  a p p l i c a b l e  s t a t e  
a n d / o r  f e d e r a l  r e g u l a t i o n s .  

6 .  Any wa te r  o r  w a s t e s  w h i c h ,  b y  i n t e r a c t i o n  w i t h  o t h e r  
water  o r  w a s t e s  i n  t h e  p u b l i c  sewer  s y s t e m ,  r e l e a s e  
o b n o x i o u s  g d ~ e s ,  f o r m  s u s p e n d e d  s o l i d s  w h i c h  i n t e r f e r e  
w i t h  t h e  c o l l e c t i o n  s y s t e m ,  o r  c r e a t e  a c o n G i t i o n  
d e l e t e r i o u s  t o  s t r u c t u r e s  a n d  t r e a t m e n t  p r o c e s s e s .  

7 .  Any w a s t e w a t e r  with o b j e c t i o n a b l e  c o l o r  w h i c h  canniii: b? 
r e m o v e d  to a n  a c c e p t a b l e  l e v e l  w i t h i n  t h e  o p e r a t i o n  ~ ; f  
t h e  w a s t e w a t e r  treaLmenT: p r o c e s s  unless o t h e r w i s e  
s p e c - i f i . c . a l l y  r i o t e d  i n  t h e  1 n d u s t : r i a l  User  P e r m i t  ( I I J F ) .  

8 "  W a t e r s  o r  w a s t e s  c o n - t a i n i n g  s u b s t a n c e s  w h i c h  a r e  no t .  
amenab1.e t o  t r e a t m e n t  or r e d u c t i o n  b y  t h e  w a s t e w a t e r  
t r e a t m e n t  p r o c e s s e s  e m p l o y e d ,  or a r e  a m e n a b l e  t o  
t r e a t m e n t  o n l y  t o  s u c h  d e g r e e  t h a t  t h e  was tewater  
t r e a t m e n t  p l a n t  e f f l u e n t  c a n n c t  meet t h e  r e q u i r e m e n t s  
o f  o t h e r  a g e n c i e s  h a v i n g  j u r i s d i c t i o n  o v e r  d i s c h a r g e  t o  
t h e  r e c e i v i n g  s t r e a m  o f  t h e  C i t y ' s  S a n i t a r y  S e w e r  
T r e a t m e n t  P l a n t .  
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3. Any water or waste which has characteristics based on a 
24-hour composite sample, grab, or a shorter period 
composite sample if more representative, which exceed 
the following normal maximum domestic wastewater 
parameter concentration; : 

Daily Maximum Allowable 
Parameter Concentrat ion Without Surcharge 

BOD 
TSS 
NH-N 

250 mg/l 
250 mg/l 
60 mg/l. 

Discharges greater than these concentrations may be 
subject to penalties contained in the Enforcement 
Response Plan for the City o f  South Shore, in 
addition to siircharge. 

10. The City has received authority through !.J.S. EPA and 
State statutes to enforce the requirements o f  40 CFR 
Subchapter N and 40 CFR 403. A l l  users shall comply 
with the requirements of those regula%ions as well as 
with all articles of this Ordinance. 

11. Any waste or wastewater classified as a hazardous waste 
by the Resource Conservation and Recovery Act (RCRA) 
without, at least, a 60-day prior notification of such 
discharge to the Superlntendent of the City's Sanitary 
Sewer 'Treatment Plant. This notification must include 
the name of the waste, EPA hazardous waste number, type 
of discharge, volume/mass of discharge and time of 
occurrence. The Superintendent may deny or condition 
this discharge at any time. 

12. The following limitations are established f o r  
characteristics of any wastewaters to be discharged 
into the municipal sewer system: 

Parameter Maximum Daily Concentration 

Oil & Grease, total 
pH 
Arsenic, total 
Cadmium, total 
Chromium, total 
Copper, total 
Cyanide, total 
Lead, total 
Mercury, total 
Nickel, total 
Zinc, total 
Silver, total 
Phenols, total 
PCB 's 
TTO 

100 mg/l 
6 to 9 
0.76 mg/l 
0.02 mg/l 
2.77 m g / l  
0.21 mg/l 
0.08 m g / l  
0.40 mg/l 
0.007 mg/l 
3.98 mg/l 
0.86 mg/l 
0.04 mg/l 

50 mg/l 
0.0059 mg/l 

mg/l 
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r. 

D 

E .  

F. 

5ilution of W a s t e w a t e r  E i s c h a r q e  

Eo u s e r  s h a l l  e v e r  i n c r e a s e  t h e  u s e  o f  p r o c e s s  w a t e r ,  o r  i n  
a n y  way a t t e m p t  t o  d i l u t e  a d i s c h a r g e  a s  a p a r t i a l  o r  
c o m p l e t e  s u b s t i t u t e  f o r  a d e q u a t e  t r e a t m e n t  t o  a c h i e v e  
c o m p l i a n c e  w i t h  t h e  l i m i t a t - i o n s  c o n t a i n e d  i n  t h e  F e d e r a l  
C a t e g o r i c a l  P r e t r e a t m e n t  S t a n d a r d s ,  o r  f o r  a n y  o t h e r  
p o l l u t a n t - s p e c i f i c  l i m i t a t i o n  d e v e l o p e d  !>y t h e  C i t y  o r  t h e  
Commonwea l th  o f  K e n t u c k y .  

G r e a s e ,  n i l  a n d  S a n d  I n t e r c e p t o r s  

Grease ,  o i l  a n d  s a n d  i n t e r c e p t o r s  shall b e  p r o v i d e d  when i n  
t h e  opinion o f  t h e  S u p e r i n t e n d e n t  t h e y  a r e  n e c e s s a r y  for 
t h e  p r o p e r  h a n d l i n g  o f  l i q u i d  w a s t e s  c o n t a i n i n g  f l o a t a b l e  
o i l s  a n d i o r  g r e a s e s  i n  e x c e s s i v e  a m o u n t s ,  o r  a n y  f l a m m a b l e  
w a s t e s ,  s a n d  o r  o t h e r  h a r m f u l  i n g r e d i e n t s ;  e x c e p t  t h a t  such 
i n t e r c e p t o r s  s h a l l  n o t  be  r e q u i r e d  f o r  p r i . v a t e  l i v i n g  
q u a r t e r s  o r  d w e l l i n - g  u n i t s .  A l l  i n t e r c e p t o r s  s h a l l  be o f  a 
t y p e  a n d  c a p a c i t y  a p p r o v e d  b y  t h e  S u p e r i n t e n d e n t  a n d  s h a l l  
be  l o c a t e d  a s  t o  b e  r e a d i l y  a n d  e a s i l y  a c c e s s i b l e  f o r  
c l e a r l i n g  a n d  i n s p e c t i o n .  I n  t h e  m a i n t a i n i n g  o f  t h e s e  
i n k e r c e p % o r s ,  t h e  o w n e r ( s )  s h a l l  b e  r e s p o n s i b l e  f o r  t h e  
p r o p e r  r e m o v a l  a n d  d i s p o s a l  b y  a p p r o p r i a t e  m e a n s  o f  t h e  
c a p t u r e d  m a t e r i a l  a n d  s h a l l  m a i n t a i n  r e c o r d s  o f  t h e  d a t e s ,  
a n d  m e a n s  o f  d i : s p o s a l .  The C i t y  s h a l l  r e q u i r e  r e p o r t i n y  o f  
such i n f o r m a t i o n  f o r  t h e i r  r e v i e w .  Any r e m o v a l  a n d  h a u l i n g  
o f  t h e  c o l l e c t e d  m a t e r i a l s  n o t  p e r f o r m e d  b y  t h e  Q w n e r ' s  
p e r s o n n e l  m u s t  be  p e r f o r m e d  b y  c u r r e n t l y  l i c e n s e d  w a s t e  
d i . s p n s a 1  f i r m s .  I n t e r c e p t o r s  s h a l l  a l s o  comply w i t h  
a p p l i c a b l e  r e g u l a t i o n s  o f  t h e  G r e e n u p  C o u n t y  H e a l t h  
D e p a r t m e n t .  

A l l  s c h o o l s  , m o t e l s ,  i n s t i t u t i o n s  , r e s t a u r a r i . L s  , h o s p i t d l s ,  
c a t e r i n g  e s t a b l i s h m e n t s  on s i m i l a r  p l a c e s  w h e r e  g a r b a g e  
o r i g i n a t e s  f r o m  t h e  p r e p a r a t i o n  o f  f o o d s  s h a l l  p r o v i d e  a n  
i n t e r c e p t o r  f o r  t h e  c o l l e c t i o n  o f  g r e a s e  a n d  l i q u i d  w a s t e s  
c o n t a i n i n g  o i l s  a n d / o r  g r e a s e s .  I n  t h e  m a i n t a i n i n g  of  "Iiese 
i n t e r c e p t o r s ,  t h e  o w n e r ( s )  s h a l l  b e  r e s p o n s i b l e  f o r  t h e  
p r o p e r  r ~ m o v a l  a n d  d i s p o s a l  by a p p r o p r i a t e  means o f  t h e  
c a p t u r e d  m a t e r i a l  a n d  s h a l l .  m a i n t a i n  r e c o r d s  o f  t h e  dates, 
a n d  means o f  d i s p o s a l .  The C i t y  s h a l l  r e q u i r e  r e p o r t i n g  o f  
sircii i n f o r m a t i o n  f o r  t h e i r  r e v i e w .  Any r e m o v a l  a n d  h a u l i n g  
o f  t h e  c o l l e c t e d  m a t e r i a l s  n o t  p e r f o r m e d  by t h e  owner's 
p e r s o n n e l  mus t :  b e  p e r f o r m e d  by c u r r e n t  I i ce i ? sed  ws::,te 
d i s p o s a l  f i r m s .  

S p e  c i a 1 I nd u s t r i a 1 P r  e t r e a t i n e  n t K e q u i L e nie n t s 

1. P r i r s ~ z a n t  t o  t h e  r e q u i r e m e n t s  i m p o s e d  o n  p u b l i c l y  owned 
was tewater  t r e a t m e n t  w o r k s  b y  t h e  F e d e r a l  Water 
P o l l u t i o n  C o n t r o l  Act Amendments  o f  1 9 7 2  a n d  l a t e r  
a m e n d m e n t s  , all p r e t r e a t m e n t  s t a n d a r d s  p r o m u l g a t e d  by 
t h e  U.S. EPA u n d e r  4 0  CFR S u b c h a p t e r  N a n d  413 CFR 403 
f o r  new a n d  e x i s t i n q  i n d u s t r i a l  d i s c h a r g e s  t c  p u b l j c  
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sewer systems are hereby made a part o f  this Ordinance. 
Any industrial waste discharge which violates these E?A 
Pretreatment Standards shall be in violation of this 
Ordinance. 

2. Where pretreatment o r  flow equalizinq Eacilities i ire 
provided or required for any waters or wastes, they 
s h a l l  be maintained continuously in satisfactory a n d  
effective operation by t:he owner(s) at his expense. 

3. Any person who transports septic tank content, seepage 
pit or cesspool contents, liquid industrial waste O L  

other batch liquid waste and wishes to discharge such  
waste to the public sewer system shall first obtain 
permission for such discharge from the Superintendent. 
A l l  persons receiving such permission shall abide by 
a1.l applicable provisions of this Ordinance and any 
other special provisions that may be established by t h e  
Superintendent as necessary for the proper operation 
and maintenance of the sewerage system. Waste hauler:S 
who have been granted permission to discharge to the 
public sewer system shall pay fees fo r  sucli discliarye 
in accordance with a fee schedule established by the 
Superintendent and approved by the City. It :s i ia l l  be 
illegal to discharge any batch liquid waste into any 
manhole or other par!: of the piubl ic sewer system, or 
any building sewer or other facility that discharges to 
the public sewer system, ~ x c e p t  at points of discharge 
designated by the Superintendent Eor such purposes. 
Any liquid waste h a u l e r  i l l e g a 1 I . y  discharginq t o  izhe 
public sewer system : ;ha].]  t i e  subject to immediate 
revocation of discharge privileges (if granted) anc3 
further subject to the penalties and enforcement. 
actions prescribed in Article X. Nothing in this 
Ordinance shall relieve waste haulers of the 
responsibility for compliance with County Health 
Department, State or Federal regulations. 

G. Frotection from Accidental and Sluq Discharqes 

1 
I. Each significant industrial user shall provide 

protection f r n r n  s~ridental and/or slug discharges of 
prohibited I n a t e r i a j s  or o t h e r  substances r e y u l a t e ?  by 
this Ordinance. Faciiities to prevent accidentai jnd 
slug discharges of prohibited materials shall be 
provided a n d  main ta ined .  at the owner or user ' 5  O W I I  i l ( i5 t  

and expense. (Itice ever;. two (2) years the 
Super intencleiil: wiii detcrm. ine  whether each siyni i i c a n t  
industrial u s e r  n e e d s  t o  devejop a plan to controi s l u y  
discharges. I f  the Superintendent decides t h a t  a slug 
control plan is needed, the plan shall contain t h e  
following: 

(a) description of discharge practices 
(b) description of skored chemicals 
(c) procedures for notifying the Treatment Plant 
( d )  prevention procedures for spills 



I n  t h e  c a s e  o f  a l l  p o s s i b l e  o r  a c t u a l  a c c i d e n t a l  a r i d i o r  
s l u g  d i s c h a r g e s ,  i t  is t h e  r e s p o n s i b i l i t y  o f  t h e  u s e r  
t o  i m m e d i a t e l y  t e l e p h o n e  a n d  n o t i f y  t h e  C i t y ' s  S a n i t a r y  
S e w e r  T r e a t m e n t  P l a n t  or' t h e  i n c i d e n t .  T h e  
n o t i f i c a t i o n  s h a l l  i n c l u d e  t h e  l o c a t i o n  o f  d i s c h a r g e ,  
t y p e  of waste ,  c o n c e n t r a t i o n  a n d  v o l u m e  a n d  c o r r e c t i v e  
a c t i o n s  t a k e n .  

2. W i t h i n  f i v e  ( 5 )  d a y s  f o l . l o w i n g  a n  a c c i d e n t a l  and /ox :  
s l u g  d i s c h a r g e ,  t h e  u 5 e r  s h a l l  s u b m i t  t o  t h e  
S u p e r i n t e n d e n t  a d e t a i l e d  w r i t t e n  r e p o r t  d e s c r i b i n g  
t h e  c a u s e  o f  t h e  d i s c h a r g e  a n d  t h e  measures t o  be t a k e n  
b y  t h e  u s e r  t o  p r e v e n t  s i m i l a r  f u t u r e  o c c u r r e n c e s .  
S u c h  n o t i f i c a t i o n  s h a l l  n o t  r e l i e v e  'che u se r  o f  any 
e x p e n s e ,  l o s s ,  damage  o r  o t h e r  l i a b i l i t y  w h i c h  may b e  
i n c u r r e d  a s  a r e s u l t  o f  d a m a g e  t o  t h e  C i t y ' s  S a n i t a r y  
S e w e r  T r e a t m e n t  P l a n t ,  f i s h  k i l l s  o r  a n y  o t h e r  d a m a y e  
t o  pe r son  o r  p r o p e r t y ;  n o r  s h a l l  s u c h  n o t i f i c a t i o n  
r e l i e v e  t h e  u s e r  o f  a n y  f i n e s ,  c i v i l  p e n a l t i e s  o r  o t - h e r  
l i a b i l i t y  w h i c h  may be  i m p o s e d  b y  t h i s  a r t i c l e ,  t h e  
E n f o r c e m e n t  R e s p o n s e  P l a n  o r  o t h e r  a p p l i c a b l e  l a w  o r  
r e g u l a t i o n .  

3 .  A n o t i c e  s h a l l  be  p e r m a n e n t l y  p o s t e d  o n  t h e  u s e r ' s  
b u l l e t i n  b o a r d  or o t h e r  p r o m i n e n t  p l a c e  a d v i s i n c j  
e m p l o y e e s  whom t o  c a l l  i n  t h e  e v e n t  o f  a d a n g e r o u s  
d i s c h a r g e .  E m p l o y e r s  s h a l l  i n s u r e  t i i a t  a l l  e m p l o y e e s  
who may cause or s u f f e r  s u c h  d a n g e r o u s  d i s c h a r c j e s  t o  
o c c u r  , a r e  a d v i s e d  o f  t h e  e m e r g e n c y  n o t i f i c a t i o n  
p r o c e d u r e s .  

E. S t a t e  R e q u i r e m e n t s  

S t a t e  r e q u i r e m e n t s  a n d  l i m i t a t - i o n s  o n  d i s c h a r g e s  s h a l l  a p p l y  
i n  a n y  case  w h e r e  t h e y  a r e  m o r e  s t r i n g e n t  t h a n  f e d e r a l  
r p g u l a t i o n s  a n d  l i m i t a t i o n s  o r  t h o s e  i n  t h i s  O r d i n a l i c e .  

I ;-4 4 * . . I  R i q h t  of R e v i s i o n  

T h e  C i t y  r e s e r v e s  t h e  r i g h t  t o  e s t a b l i s h ,  by a m a j o r i t y  \.Tote 
o f  i t s  c o m m i s s i o n e r s ,  more  s t r i n g e n t  l i m i t a t i o n s  o r  
r e q u i r e m e n t s  on d i s c h a r g e s  t o  t h e  C i t y ' s  S a n i t a r y  S e w e r  
T r e a t m e n t  P l a n t  a t  t h e  r e c o m m e n d a t i o n  o f  t h e  S u p e r i n t e n d s i - ~ t  
o r  i f  d e e m e d  n e c e s s a r y  t o  c o m p l y  w i t h  t h e  o h j e c t i v 2 s  
p r e s e n t e d  i n  t h i s  O r d i n a n c e  

3 .  F e d e r a l  C a t e q o i i c a l  P r e t r e a t m e n t  S t a n d a r d s  

i ipon t h e  p r o m u l g a t i o n  o f  f e d e r a l  c a t e g o r i c a l  p r e t r e a t m e n t  
s t a n d a r d s  f o r  a p a r t i c u l a r  i n d u s t r i a l  s u b c a t e g o r y ,  t h e  
f e d e r a l  s t a n d a r d ,  i f  more s t r i n g e n t  t h a n  l i m i t a t i o n s  i m p o s e d  
u n d e r  t h i s  O r d i n a n c e  f o r  ~ o u r c e s  i n  t h a t  s u b c a t e g o r y ,  s h a l l  
i m m e d i a t e l y  s u p e r s e d e  t h e  l i m i t a t i o n s  i m p o s e d  u n d e r  t h i s  
O r d i n a n c e .  The  S u p e r i n t e n d e n t  s h a l l  n o t i f y  a l l  a f f e c t e d  
u s e r s  o f  t h e  a p p l i c a b l e  r e p o r t i n g  r e q u i r e m e n t s  u n d e r  4 0  CFR 
4 0 3 . 1 2 .  
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ARTICLE 1 PRETREATMENT PROGRAM ADMINISTRATION 

A. Wasrewater Pischarqes 

It shall be unlawful to discharge to any natural outlet 
within the City, or in any area under the jurisdiction of 
the City any wastewater except as authorized by the 
Superintendent in accordance with the provisions of this 
Ordinance. Any agency and/or industries outside the 
jurisdiction of the City that wish to contribute 
wastewaters to the City's Sanitary Sewer Treatment Plant 
must first sign (through an authorized representative) an 
inter-jurisdictional agreement whereby the agency and/or 
industrial user agrees to be regulated by all provisions of 
his Ordinance, state and federal regulations. An Industrial 
User Discharge Permit may then be issued by the 
Superintendent in accordance with Section B of this Article. 

B. Induztrrial U z ~ r  Discharqf Permits 

i7 - 1. .-, tl I1 e Y a 1 

All significant industrial users proposing to connect 
to or contribute to the City's Sanitary Sewer Treatment 
Plant shall obtain an Ii7dt-Istrial User Discharge Perinit 
before connecting to or contributing to the Plant.. All 
existing significant industrial users connected to or 
contributing to the P l a n t  shall apply for an Industrial 
User Discharge Permit- w i t h i n  thirty (30) days of the 
effective date of this Ordinance. 

2 .  rS e r m i t A P D  1 i cat i on 

Users required to obtain an Industrial User Discharge 
Permit shall complete and file with the City an 
application in the form prescribed by the City. 
Existing users shall apply for an Industrial i iser  
Discharge Permit within thirty ( 3 0 )  days of the 
effective date of this Ordinance, and proposed new 
users shall apply at least ninety (90) days prior . t o  
connecting to or contributing to the Plant. In support 
n f  the application, the user shall submit in units and 
terms appropriate for evaluation the following 
information, in addition to any other information the 
Superintendent may desire: 

( a !  Nanie, address ai-id location of facility, and 
owner(s) i f  different from that given; 

( b )  S I C  number(s) according to the Standard Industrial 
Classification Manual, United States Bureau of the 
Budget, 1972, as amended; 

( c )  Wastewater constituents and characteristics as 
determined by an analytical laboratory acceptable 
to t.he City; sampling and analysis shall be 
performed in accordance with procedures 
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e s t a b l i s h e d  by t h e  EPA p u r s u a n t  Lo S e c k i o n  304(gj 
o f  t h e  Act a n d  c o n t a i n e d  i n  4 0  CFR 1 3 6 ,  a s  amended  
a n d  4 0  CFR 2 6 1 ;  

( d )  T ime  a n d  d u r a t i o n  o f  c o n t r i b u t i o n ;  

( e )  D a i l y  a v e r a g e  a n d  maximum was tewater  f l o w  r a t e s ,  
i n c l u d i n g  d a i l y ,  m o n t h l y  arid s e a s o n a l  v a r i a t i o n s  
i f  a n y ;  

( f )  S i t e  p l a n s ,  f l o o r  p l a n s ,  m e c h a n i c a l  a n d  p l u m b i n g  
p l a n s  a n d  d e t a i l s  t o  s h o w  a l l  s ewers ,  sewer 
c o n n e c t i o n s  a n d  a p p u r t e n a n c e s  by t h e  s i z e ,  
l o c a t i o n  a n d  e l e v a t i o n ;  

( 9 )  D e s c r i p t i o n  o f  a c t i v i t i e s ,  f a c i l i t i e s  and p l a n t  
p r o c e s s e s  on t h e  p r e m i s e s  i n c l u d i n g  a l l  m a t e r i a l s  
w h i c h  a r e  o r  c o u l d  b e  d i s c h a r g e d ;  

( h )  Where  known,  t h e  n a t u r e  a n d  c o n c e n t r a t  i o n  of  ,any 
p o l l u t a n t s  i n  t h e  d i s c h a r g e  w h i c h  a r e  l i m i t e d  b y  
a n y  c i t y ,  s t a t e  o r  f e d e r a l  p r e t r e a t m e n t :  s t a n d a r d s  
a n d  a s t a t e m e n t  r e g a r d i n g  w h e t h e r  o r  n o t  t h e  
p r e t r e a t m e n t  s t a n d a r d s  a r e  b e i n g  met o n  a 
c o n s i s t e n t  b a s i s  a n d  i f  n o t ,  w h e t h e r  ~ d d i  t i G i ; d ?  

p r e t r e a t m e n t  is r e q u i r e d  f o r  t h e  u se r  t o  meet  
a p p l i c a h l e  p r e t r e a t m e n t  s t a n d a r d s ;  

( i )  Tf  a d d i t i o n a l  p r e t r e a t m e n t  w i l l .  b e  r e q u i r e d  t.0 
meet t h e  p r e t r e a t m e n t  s t a n d a r d s ;  t h e  s h o r t e s t  
: s c h e d u l e  by w h i c h  t h e  u s e r  w i l l  p r o v i r ? e  s u c h  
a d d i t i o n a l  p r e t r e a t m e n t .  T h e  c o m p l e t i o n  d a t e  i n  
t h i s  s c h e d u l e  s h a l l  n o t  b e  l a t e r  t h a n  t h e  
c o m p l i a n c e  d a t e  e s t a b l i s h e d  f o r  t h e  a p p l i c a b l e  
p r e t r e a t m e n t  s t a n d a r d s .  T h e  f o l l o w i n g  conditions 
s h a l l  a p p l y  t o  t h i s  s c h e d u l e :  

(1) The  s c h e d u l e  m u s t  b e  a c c e p t a b l e  t o  ti-IF: 
C i t y .  

( 2 )  The  s c h e d u l e  s h a l l  c o n t a i n  i n c r e m e n t s  o f  
p r o q r e s s  i n  t h e  f o r m  o f  d a t e s  f o r  t h e  
commencement  a n d  c o m p l e t i o n  o f  m a j o r  e v e n t s  
l e a d i n g  t o  t h e  c o n s t r u c t i o n  a n d  operation ( o f  
a d d i t i o n a l  p r e t r e a t m e n t  r e q u i r e d  f i ? r  $-!le i . i~e r  
t o  meet t h e  a p p l i c a b l e  p r e t r e a t m e n t :  
s t a n d a r d s .  

No t  l a t e r  t h a n  1 4  d a y s  f o l l o w i n i j  e a c h  ( h t e  ir i  
t h e  s c h e d u l e  a n d  t h e  f i n a l  d a t e  f o r  
c o m p l i a n c e ,  t h e  u s e r  s h a l l  s u b m i t  p r o g r e s s  
r e p o r t  t o  t h e  S u p e r i n t e n d e n t  i n c l u d i n g ,  a5 a 
minimum, w h e t h e r  o r  n o t  i t  c o m p l i e d  w i t h  t h e  
i n c r e m e n t  o f  p r o g r e s s  t o  b e  met o n  s u c h  d a t e ,  
a n d  i f  n o t ,  t h e  d a t e  o n  w h i c h  it. e x p e c k s  t o  
c o m p l y  w i t h  t h i s  i n c r e m e n t  o f  p r o g r e s s ,  t h e  
r e a s o n  f o r  d e l a y  a n d  t h e  s t e p s  b e i n c j  t a k e i ;  by 
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t h e  u se r  t o  r e t u r n  t h e  c : o n s t r u c t : i o n  t o  t h e  
s c h e d u l e  e s t a b l i s h e d .  

c: . 

( j )  E a c h  p r o d u c t  p r o d u c e d  by t y p e ,  a m o u n t ,  p r o c e s s  

( k )  T y p e  a n d  a m o u n t  o f  raw m a t e r i a l s  p r o c e s s e d  
a n d  r a t e  of  p r o d u c t i o n ;  

( a v e r a g e  a n d  maximum p e r  d a y ) ;  

( 1 )  Number o f  e n i p l o y e e s  a n d  h o u r s  o f  o p e r a t i o n  o f  
p l a n t  a n d  p r o p o s e d  o r  a c t u a l  h o u r s  o f  o p e r a t i o n  o f  
t h e  p r e t r e a t m e n t  system; 

(m) A c o p y  o f  t h e  i n d u s t r y ’ s  w r i t t e n  e n v i r o n m e n t a l  
c o n t r o l  p r o g r a m ,  c o m p a r a b l e  d o c u m e n t .  o r  p o l i c y ;  

( n )  Any o t h e r  i n f o r m a t i o n  a s  may be d e e m e d  by the 
C i t y  t o  be n e c e s s a r y  t o  e v a l u a t e  t h e  p e r m i t  
a p p l i c a t i o n .  

T h e  S u p e r i n t e n d e n t  s h a l l  e v a l u a t e  t h e  d a t a  f u r n i s h e d  
by t h e  u s e r  a n d  may r e q u i r e  a d d i t i . o n a 1  i n f o r m a t i o n .  
A f t e r  e v a l u a t i o n  a n d  a c c e p t a n c e  o f  t h e  d a t a  f u r n i s h e d ,  
t h e  S u p e r i n t e n d e n t  may i s s u e  a n  I n d u s t r i a l  User 
D i s c h a r g e  P e r m i t  s u b j e c t  t o  t h e  t e rms  a n d  c o n d i t i o n s  
p r o v i d e d  h e r e i n .  

P e r m i t  M o d i f i c a t i o n s  

W i t h i n  n i n e  ( 9 )  m o n t h s  o f  t h e  p r o m u l g a t i o n  o f  a f e d e r a ?  
c a t e g o r i c a l  p r e t r e a t m e n t  s t a n d a r d ,  t h e  T n d u s t r  i a l  IJser 
D i s c h a r g e  P e r m i t  o f  a n y  user s u b j e c t  t o  . t h a t .  s t a n d a r d  s h a l l  
be r e v i s e d  t o  r e q u i r e  c o m p l i a n c e  w i t h  t h e  s t a n d a r d  w i t h i n  
t h e  t ime  f r a m e  p r e s c r i b e d  b y  s u c h  s t a n d a r d .  Where  a u s e r  
s u b j e c t  t o  f e d e r a l  c a t e g o r i c a l .  p r e t r e a t m e n t  s t a n d a r d s  h a s  
n o t  p r e v i o u s l y  s u b m i t t e d  a n  a p p l i c a t i o n  f o r  a n  I n d u s t r i a l  
User D i s c h a r g e  P e r m i t  a s  r e q u i r e d ,  t h e  u s e r  s h a l l  a p p l y  f o r  
t h e  p e r m i t  w i t h i n  n i n e t y  ( 9 0 )  d a y s  o f  t h e  d a t e  o f  
p r o m u l g a t i o n  o f  t h e  a p p l i c a b l e  f e d e r a l  c a t e g o r i c a l  
p r e t r e a t m e n t  s t a n d a r d .  I n  a d d i . t i o n ,  t h e  u s e r  w i t h  a n  
e x i s t i n g  I n d u s t r i a l  User D i s c h a r g e  P e r m i t  s h a l l  s u b m i t  t l J  

t .he  S u p e r i n t e n d e n t  w i t h i n  n i n e t y  (90) d a y s  o f  the d a t e  o f  
p r o m u l g a t i o n  o f  a n  a p p l i c c i b l e  E e d e r a l  c a t e g o r i c a l  
p r e t r e a t m e n t  s t a n d a r d  tihe i i - l formatioi-1 r e q u i r e 6  by  t h i s  
O r d i n a n c e .  

D. P e r m i t  Crjnd i t i o n 5  

1. I n d u s t r i a l  User D i s c h a r g e  F e r m i t s  s h a l l  b e  e x p r e s s l y  
s u b j e c t  t o  all p r o v i s i o n s  o f  t h l s  O r d i n a n c e  a n d  all 
o t h e r  a p p l i c a b l e  r e g u l a t i o n s ,  user  c h a r g e s  a n d  feps 
e s t a b l i s h e d  b y  t h e  C i t y .  P e r m i t s  may c o n t a i n  t h e  
f o l l o w i n g :  

(a) The  u n i t  c h a r g e  o r  s c h e d u l e  o f  u s e r  c h a r g e s  arid 
f e e s  f o r  t h e  was tewater  t o  h e  d i s c h a r g e d  t o  t h e  
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pub]. ic Sewer system; 

(b) Limits on the average and maximum wastewater 
constituents and characteristics; 

(c) Limits on average and maximum rate and time of 
discharge or requirements for flow regulation 
and equalization; 

(d) Requirements for installation and maintenance of 
inspection and sampling facilities; 

(e) Specificat.ions for monitoring programs which may 
include sampling locations, frequency of sampling 
to he performed, types and standards of analysis 
and reporting schedules; 

( f ) Compl ianc:e schedule (s) ; 

(9) Requirements for maintaining a n d  retaining all 
records relating to wastewater discharge as 
specified by the City for a minimiim of three ( 3 )  
years, and afford the City access thereto; 

( h )  Requirements € o r  notification of the City oi any 
new introduction of wastewater constituents or any 
substantial change in -the volume or character WE 
the wastewater constituents being introduced into 
the wastewater treatment system; 

(i) Requirements for notification of slug di:icharge:;; 

( j )  Requirements for the user to reimburse the City 
for all expenses related to monitoring, samp!.inq 
and testing performed at the direction of the 
superintendent and deemed necessary by the C i t y  
to verify that the user is in compliance with the 
said permit; 

(k) Any other conditions as deemed appropriate by 
the Superintendent and/or the City to ensure 
comp:! iance with this Ordinance, 

Where an effiuenL f r u m  an industrial process i s  iiii;<?d 

generated by the rcI.qiilated process, fixed alternative 
discharge limits may _he c l e r i v e d  for the discharge 
permit by the Super intendent. These a1ternative 
limits shall be applied to the mixed effluent. These 
alternative i.imits shail be calculated using t h e  
Comb i ne d Wa s t e s t r e am F o r  m II 1 a a nd / (3 I F 1 ow -We i g h t e d 
Average Formula g i v e n  in 40 CFR 403.6(e). Where the 
effluent limits in a categorical pretreatment standard 
are expressed only in terms of mass of pollutants per 
unit of production (production-based standard), the 
Superintendent may convert the limits to equivalent 
limitations expressed either as mass of pollutant that 

L l -  - ?  2 prior to treatment with wastewaters other than L i l O 3 t .  
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may be discharged per day or of effluent concentration 
for purposes of calculating effluent permit limitations 
applicable to the permittee. The permittee shall be 
subject to all permit limits calculated in this iiianner 
under 40 CFR 403.6(c) and must luily comply with these 
alternative limits. All categorical industrial users 
subject to production-based standards must report 
production rates annually s o  that alternative permit 
limits can be calculated i f  necessary. The categorical 
industrial user must notify the Superintendent thirty 
(30) days in advance of any change in production levels 
that might effect the flow or other data used to 
calculate the effluent 1imit.s in the discharge permit. 

E. Fermit Duration 

Industrial User Discharge Permits shall be issued for a 
specified time period, not to exceed five (5) years. A 
permit may be issued f o r  a period less than a year or may be 
stated to expire on a specific date. The user shall a p p l y  
for permit reissuance a minimum of 120 days prior to the 
expiration of the user's existing permit. The terms and 
conditions of the permit may be subject to modification by 
the City during the term of the permit as limitations or  
requirements identified in Article V are modified or other 
just cause exists. The user shall he informed of any 
proposed changes in their permit at least thirty (30) days 
prior to the effective date of change. Any changes or new 
conditions in the permit. shall include a reasonable time 
frame for c o m p i  iat ice ~ 

Permit Transfer 

Industrial User Discharge P e r i n i t s  are issued to a specific 
user for $3 specific operation. An Industrial LJser Di.scharije 
Permit shall n o t  be reassigned or transferred o r  sold to a 
new owner, new user, different premises o r  a new or changed 
operation without, at a minimum, a thirty-day prior 
notification of the change to the Superintendent and 
provision of a copy of the existing permit to the new owner. 
The Superintendent may deny the transfer of the permit if 
it is deemed necessary to comply with all provisions of this 
Ordinance. 

1 i W i C i - i i r - !  n i n e t y  ( 3 0 )  d a y s  following t h e  date f o r  f i n a l  
ctjmpliance with applicable pretreatment standards or, 
i n  the case o f  a new user, following commencement i.>f 
the introduction of wastewater into the Plant, aiiy user 
subject to federal categorical pretreatment standards 
and requirements shall submit to the Superintendent a 
report indicating the nature and concentration of all 
pol-lutants in the di-scharge f rom the regulated process 
o r  processes which are limited by categorical 
pretreatment standards and requirements and the average 
and maximum daily flow for these process units in the 
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user's facility which are limited by such categorical 
 standard:^ and requirements. The report shall state 
whether the applicable categorical pretreatment 
standards and requirements are being met on a 
consistent basis and, if not, what additional 
pretreatment equipment and time schedule are necessary 
to bring the user into compliance with the applicable 
categorical standard or requirement. This statement 
shall be signed by an authorized representative of the 
user. 

All significant industrial users shall submit to 
the Superintendent during the months of June and 
December, unless required more frequently by a 
pretreatment standard, or the Industrial User 
Discharge Permit, a report indicating the nature 
and concent:.rat i o n  of pollutants in the effluent 
which are 1imi.ted by such pretreatment standards 
or the Industrial User Discharge Permit. In 
addition, this report shall include a record of 
all daily flows which during the reporting period 
exceed the average daily flow. At the discretion 
of the Superintendent and in consideration of 
such factors as local high or low flow rates, 
holidays, budget cycles, etc., the Superintendent 
may agree to alter the months during which the 
above reports are to be submitted. 

All analyses shall be performed by a laboratory 
acceptable to t h e  City. Analytical procedures 
shall be in accordance with procedures established 
by the U.S. EPA pursuant to Section 304(g) of the 
Act and contained in 40 CFR 136 and amendments 
thereto or with any other test procedures approved 
b y  the U . S .  EPA. Sampling shall be performed in 
accordance with the techniques approved by the 
U . S .  EPA. 

Where 40 CFR 136 does not include a sampling or 
analytical technique for the pollutant in question 
sampling and analysis shall be performed in 
accordance with the procedures set forth in the 
EFA publication "Sampling and Analysis Procedures 
for Screening of Industrial Effluents f o r  Priority 
Follutants", April 1977, and amendments thereto, 
or with any other sampling and analytical 
proceciures approved by the U . S .  EPA. 

All industrial users shall retain all pretreatment 
records for a minimum of three ( 3 )  years, as 
required by 40 CFR 40.3.12(0)(2). 

3. (a) A Baseline Monitoring Report (BMR) must be submitted to 
the Superintendent by all categorical industrial u s e r s  
at least ninety (90) days prior to initiation of 
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discharge to the sanitary sewer. The BMR must contain, 
at a minimum, the following: 

i i )  production data including a process 
description, SIC code number, raw materia!;., 
used, chemicals used, and final product(s) 
produced; 

( i i )  name of facility contact person; 

(iii 1 wastewater characteristics s u c h  as total p l a n t  
flow, types of discharges, average and maximum 
flows from each process; 

(iv) nature and concentration of pollutants 
discharged to the public sewer system that a r e  
regulated by this Ordinance, state and/or 
federal pretreatment standards and sample type 
and location; 

(VI information concerning any pretreatment 
equipment used to treat the facility's 
discharge. 

(b) All new sources of industrial discharge must be in 
compliance with all provisions of this Ordinance prior 
to commencement of discharge. 

E l .  Psrmi -L Violations 

All significant industrial users must notify the 
Superintendent within 24 hours of first becoming aware o f  a 
permit violation. This notification shall include the d a t e  
of the violation, the parameter violated and the amount in 
exceedance. Within 30 days of first. becoming aware of 3 

permit violation, the significant industrial user must 
resample for the parameter(s) violated and submit this 
sample analysis to the Superintendent, unless the 
Superintendent, on behalf of the City conducts monitoring of 
thiz parameter within that 30 day period. 

I Mnnitnrlnq Requirements 

The City shall require significant industrial users to 
provide and operate at the user's own expense, 
moni%oring facilities to allow inspection, samp!ing a n d  
flow measurement of the building sewer a n d / o r  i . r i k v c n i ? l  
drainage system. The monitoring facility should 
normally be situated on the user's premises, b u t  the 
City may, when such a location would be impra~tiea?~ 01 
cause undue hardship on the user, allow the facility to 
be constructed in a public right-of-way. The  
Superintendent shall review and approve the location, 
plans, and specifications for such monitoring 
facilities and may require them to be constructed t o  
provide for the separate monitoring and sampling of 
j ndustrial waste and sanitary sewage flows. There 
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shall be ample room i n  or near such sampling manhole or 
facility to allow accurate sampling and preparation of 
samples f o r  analysis. The facility, sampling and 
measuring equipment shall be maintained at all times in 
a safe and proper operating condition at the expense of 
the user. Whether construct.ed on public or private 
property, the sampling and monitoring facilities shall. 
be provided in accordance with the City's requirements 
and all applicable local construction standards and 
specifications. Construction shall be completed within 
ninety ('30) days following approval of the location 
plans and specifications. 

All sampling analyses done in accordance with approved 
U.S. EPA procedures b y  the significant industrial user 
during a reporting period shall be submitted to the 
Superintendent, regardless of whether or not that 
analysis was required by the user's discharge permit. 

3. The signiEicant industrial user must receive t:he 
approval of the Superintendent before changing the 
sampling point and/or monitoring facilities to be use6 
in all required sampling. 

3 .  Inspection & Samplinq 

The Superintendent shall inspect the facilities of any user 
to ascertain whether the purpose of this Ordinance is being 
met and all requirements are being complied with. Persons 
or occupants of premises where wastewater is created or 
discharged shall allow the City or its representative r e a d y  
access at all reasonable times to all parts of the premises 
for the purpose of inspection, sampling,. copying and 
examination of records or in the performance of their 
duties. "Reasonable times" shall include any time during 
which the user is discharging to the public sewer system 
and/or operating any manufacturing process. The City, 
Approval Authority and U.S. EPA shall have the right to set 
up on the user's property such devices as are necessary t o  
conduct sampling, inspections, compliance monitoring and/or 
metering operations. Where a user has security measures in 
fsrce which woiuld require proper identification and 
clearance before entry onto their premises, the u s e r  shall 
make the necessary arrangements w i t h  their Security giuartI':s 
so that, upon presentation of suitable identificakion, 
personnel from the City, Approval Authority and U . S .  EP i .  
will be permitted to einter, w i t h o u t  delay, for the p~ 
of performinq their specific d i u t i e s .  

K .  Pretreatment 

1. All significant industrial users shall provide 
necessary wastewater treatment as required to comply 
with this Ordinance and shall achieve compliance with 
all applicable federal categorical pretreatment 
standards within the time limits as specified by the 
Federal Pretreatment Regulations. The City may require 



the development of a compliance schedule for 
installation of pretreatment technology and/or 
equipment by any significant industrial user that is 
not meeting discharge limits established i.n the user ' 5  
Industrial User Discharge Fermit. Any facilities 
required to pretreat wastewater to a level acceptable 
to the City shall be provided, operated and maintained 
at: the user's expense. Detailed plans showing the 
pr e t r eat men t f ac i 1 i t i e s and opera t i ng pr oced ur e s 5 ha 1 1. 
be submitted to the Superintendent for review, and 
shall be acceptable to the Superintendent before 
construction of the facility. The review of such p1.ans 
a n d  operating procedures will in no way relieve the 
user from the responsibility of modifying the facility 
a s  necessary t.0 produce an  effluent acceptable to the 
City under the provisions of t.his Ordinance. Any 
subsequent changes in the pretreatment facilities or 
method of operation s h a l l  be reported to and be 
acceptable to the City prior to the user's initiation 
of the change. 

2. The City is required by federal regulations to keep the 
public informed of all c a s e s  of significant violations. 
To accomplish this, the City shall annually publish in 
a newspaper of local circulation a list of the users 
which were in significant noncompliance with any 
pretreatment requirements or standards. Significant 
noncompliance is any significant violation that meet5 
one or more of the following condltions: 

(a) Results in the exercise of einergency authority by 
the Super intendent; 

(b) Remains uncorrected 45 days after notice of 
noncompliance is given; 

(c) Involves failure to report noncompliance 
accurately; 

(d) Wastewater Violations: 

f i )  Chronic Violations - Sixty-six (66%) 
percent o r  more of all measurements taken 
during a 6-month period exceed, by any 
magnitude, the daily maximum limit. or the 
monthly average 1 imit for the Same 
p o  11 uta r I  t par anit. t e 1- ; 

( i i )  Technical Review Criteria (TRC) Violations 
- Thirty-three ( 3 3 % )  percent or more of 
all measurements for each pollutant 
parameter taken during a six-month period 
equal or exceed the product of the daily 
maximum limit or the monthly average limit 
multiplied by the applicable TRC (TRC = 
1.4 for BOD, TSS, fats, oils and grease 
and 1.2 for all other pollutants except 
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Any violation of a pretreatment effluent 
limit that the Superintendent believe 
has caused alone o r  i n  combination with 
other discharges, interference o r  pass- 
through or has endangered the health of 
the plant personnel o r  the public. 

Any discharge causing imminent 
endangerment to human health or to the 
environment o r  resulting in the 
Superintendent's u s e  of their emergency 
authority to halt or prevent such a 
discharge. 

Violations of compliance schedule 
milestones, failure to comply with 
schedule milestones f o r  starting o r  
completing construction o r  attaining final 
compliance by 90 days or more after the 
schedule date. 

Failure to provide required reports within 
30 days of the due date. 

Any violation or  g r o u p  of violations 
which the Superintendent determine will 
adversely effect the operation or 
implementation of the local pretreatmenk 
program. The public notification shall 
also summarize any enforcement acti.ons 
taken against the user:(s) during the same 
12 months. All records relating to the 
pretreatment program of the City shall be 
made available to officials of the I J . S .  
EPA or Approval Authority upon request. 
All records shall be maintained for a 
minimum of three ( 3 )  years in accordance 
with 40 CFR 403.12(0)(2). 

{II IO II f i d P n t i a 1 I n E or ma 'c i on 

Information and data on a user obtained from reports, 
questionnaires, permit applications, permits and monitoring 
programs and from inspections shall be available to the 
p u b l i c  or other governmeritdl agency wi-thout restriction 
u n l e s s  the user specifically requests in writing and is 
able to demonstrate to t h e  satisfaction of the City that 
the release of such information would diviilge information, 
processes or methods o f  production entitled to protection 
as trade secrets of the user. When requested by the person 
furnishing a report, the portions of a report which might 
disclose trade secrets o r  secret processes shall not be 
made available for inspection by the public but shall be 
ma6e available to all governmental agencies f o r  uses 
related to this Ordinance, the NPDES/KPDES Permit, Sludge 
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D i s p o s a l  S y s t e m  Pe rmi t  and /o r  t h e  P r e t r e a t m e n t  Program iipori 
r e q u e s t  o f  t h e  a g e n c y .  S u c h  p o r t i o n s  of  a r e p o r t  s h a l l  be 
a v a i l a b l e  f o r  u s e  by  t h e  S t a t e  o r  a n y  S t a t e  a g e n c y  i n  
j u d i c i a l  r ev iew O K  e n f o r c e m e n t  p r o c e e d i n g s  i n v o l v i n g  t h e  
p e r s o n  f u r n i s h i n g  t h e  r e p o r t .  Wastewater c o n s t i t u e n t s  a n d  
c h a r a c t e r i s t i c s  s h a l l  n o t  b e  r e c o g n i z e d  a s  c o n f i d e n t i a l  
i n f o r m a t i o n  a n d  s h a l l  be  a v a i l a b l e  t o  t h e  p u b l i c  w i t h o u t  
r e s t r i c t i o n .  

ARTICLE VII FEES 

A .  T h i s  a r t i c l e  p r o v i d e s  f o r  t h e  r e c o v e r y  o f  c o s t s  f r o m  u s e r s  
o f  t h e  C i t y ' s  S a n i t a r y  S e w e r  T r e a t m e n t  P l a n t  f o r  t h e  
i m p l e m e n t a t i o n  a n d  c o n d u c t  o f  t h e  p r e t r e a t m e n t  p r o g r a m  
e s t a b l i s h e d  h e r e i n .  T h e  a p p l i c a b l e  charges o r  f e e s  s h a l l .  
be s e t  f o r t h  i n  t h e  C i t y ' s  s c h e d u l e  o f  c h a r g e s  a n d  f e e s .  

B .  T h e  C i t y  s h a l l  a d o p t  c h a r g e s  a n d  fees  w h i c h  may i n c l u d e  t h e  
f o l l o w i n g :  

1. f e e s  f o r  r e i m b u r s e m e n t  o f  c o s t s  o f  s e t t i n g  up  a n d  
o p e r a t i n g  t h e  C i t y ' s  p r e t r e a t m e n t  p r o g r a m ;  

& .  3 f e e s  f o r  m o n i t o r i n g ,  i n s p e c t i o n s  a n d  s u r v e i l l a n c e  
p r o c e (3 u r e s ; 

3 .  f ees  € o r  r e v i e w i n g  a c c i d e n t a l  d i s c h a r y e  p r o c e d u r e s  
a nd c o n s  t r II c t i on ; 

4 .  f e e s  f o r  p e r m i t  a p p l i c a t i o n ;  

5 .  fees for f i l i n g  a p p e a l s ;  

6 .  f e e s  f o r  c o n s i s t e n t  r e m o v a l  by t h e  C i t y ' s  S a n i t a r y  
S e w e r  T r e a t m e n t  P l a n t  o f  e x c e s s i v e  s t r e n g t h  
c: o n v e  n t i o n a  1 po 1 1 u t a n t s ; 

7 .  o t h e r  f e e s  a s  t h e  C i t y  may deem n e c e s s a r y  t o  c a r r y  o u t  
t h e  r e q u i r e m e n t s  c o n t a i n e d  i n  t h i s  O r d i n a n c e ;  

I! f e e s  f o r  t h e  c o n n e c t i o n  o f  a d i s c h a r g e r  ( r e s i d e n t i a l  
or o t h e r ) .  T h e s e  f e e s  r e l a t e  solely t o  t h e  m a t t e r s  
c o v e r e d  b y  t h i s  O r d i n a n c e  a n d  a r e  s e p a r a t e  f r o m  ..I.: 
o t h e r  f e e s  c h a r g e a b l e  b y  t h e  C i t y .  

c h a r y e s  s h a l l  be c o m p r i s e d  o f  a s y s t e m  o f  excress ive  
s t r e n g t h  s u r c h a r g e s  a n d  a sys tem o f  c h a r g e s  f o r  d e b t  
s e r v i c e s ,  o p e r a t i o n  a n d  m a i n t e n a n c e  c o s t s  including normal  
r e p l a c e m e n t  c o s t s .  

n 
I.. . 

ARTICLE V I I I  POWERS A N D  A U T H O R I T Y  O F  INSPECTORS 

A .  R i q h t  E n t e r  P r e m i s e s  

The  S u p e r i n t e n d e n t  a n d  o t h e r  d u l y  p r o m u l . g a t e d  e m p l o y e e s  
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and representatives of the City and authorized 
representatives of applicable Federal and State regulatory 
agencies bearing proper credentials and identification 
shall be permitted to enter all properties at dny 
reasonable time for purposes of, but not limited to, 
inspection, observation, measurement, sampling and testing 
of discharges to the public sewer system and inspection and 
copying of all records in accordance with the provisions o f  
this Ordinance. 

E. Right to Obtain Information Reqardinq Discharqe 
Duly authorized employees and representatives of the City 
are authorized to obtain information concerning character, 
strength and quantity of industrial wastes which have d 

direct bearing on the kind and source of discharge to the 
wastewater collection system. 

c'. Access to Easement 
Duly authorized employees and representatives of t:he CiLy 
bearing proper credentials and identification shall be 
permitted to enter all private properties through which the 
City holds a duly negoti.ated easement for the purpose of, 
but not limited to, inspection, observation, measurement 
and sampling, repair and maintenance of any portion of t h e  
wastewater facilities lying within said easement. All 
entry and subsequent work, if any, on said easement shall 
be done in f u l l  accordance with the terms of the duly 
negotiated easement pertaining to the private property 
involved. 

D .  Safety 

While performing the necessary work on priva-te properties 
referred to in Section A of this Article, all duly 
authorized employees of the City shall observe all safety 
rules applicable to the premises established by the 
facility and the company shal.1 be held blameless for any 
injury or death to the City employee. The City shall 
secure the company against l o s s  or damage to its property 
hy rity employees and against liability claims and demands 
f o r  personal injury or property damage asserted against t.he 
company and growing out of the (gauging and sampling 
operation, except as such may be caused by negligence or 
failure of the company to maintain safe conditions a s  
z e q i, i 1 e ,d by c ,, 1- I ; - Cird i na r?ce . 

ART1 C'LE z ENFORCEMENT 

A .  ne r a 1 

The City through the Superintendent or their designee, to 
insure compliance with this Ordinance, and as permitted 
through 40 CFR Subchapter N, 401 thru 471 and 401 KAR 
5:055, Section 9 may take the following enforcement steps 
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E .  

against users in noncompliance with this Ordinance. The 
remedies available to the Superintendent include injunctive 
relief, civil and criminal penalties, immediate 
discontinuance of discharges and/or water service and the 
publishing of the list of significant violators annually. 
The enforcement authority shall be vested in the 
Superintendent of the City's Sanitary Sewer Treatment Plant 
or his/her designee. 

All violations of requirements of this Ordinance must be 
reviewed and responded to by the Superintendent o r  their 
representative. In general, the Superintendent shall 
notify the industrial user when a violation occurs. F o r  
all violations, the Superintendent shall receive an 
explanation and, as appropriate, a plan from the industrial 
user to correct the violation within a specific time 
period. I f  the violation(s) persist o r  the explanation 
and/or plan are not adequate, the Superintendent's response 
shall be more formal and commitments or schedule.5, as 
appropriate, for compliance will be est.ahlished in an 
enforceable document. The enforcement response selected 
will be related to the seriousness of the violation. 
Enforcement responses will be escalated if compliance is 
not achieved expeditiously after the initial action. A 
significant violation will require a formal enforcement. 
acticn. The full scale of enforcement actions will be 
detailed in the City's Pretreatment Program Enforcement 
Response Plan. 

E n f  or cemen t Act i ons 

1. Informal Notice - These actions include statements 
made to the industrial user during sampling and/or 
inspection visits, telephone calls to the appropriate 
company official, informal meetings, warning o r  
reminder letters. These informal notices shall be 
used €or minor violations. 

2. F o r m a l  Notice - These actions include the following: 

(a) Ilotice of Vicrlation - Any person €ound to be 
violating any provision of this Ordinance, 
wastewater discharge permit o r  any order issued 
hereunder shall be served by the Superintendent 
of the City with a written notice stating the 
nature of the violation. The offender inu:;t 
permanently  ease all violations. 

( b j  Administrative Oriiers/Fines - Any person who, 
after receiving a Notice of Violation, shall 
continue to dj.scharge in vi-olation of thjs 
Ordinance or other pretreatment standard or 
requirement or is determined to be a chronic 
or persistent violator, shall be ordered t.o 
appear before the Superintendent. At said 
appearance, a compliance schedule will he given 
to the violating user and an administrative fine 
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assessed. The fine shall be determined on J 
case-by-case basis which shall consider the type, 
severity, duration and number of violations, 
severity of impact: on the City's Sanitary Sewer 
Treatment Plant, impact on human health, user's 
economic benefit from the violation, past history 
of the user, and good-faith efforts made by the 
user. The fine shall be a non-arbitrary but an 
appropriate amount. 

Users desiring to dispute such fines shall file 
with the Superintendent a request. for the City 
to reconsider the fine within ten (10) days of 
being notified of the fine. The City shall 
convene a hearing on the matter within fifteen 
(15) days of receiving such a request from the 
user. 

The administrative order may take any of t.he 
following four forms: 

Consent Order - The Superintendent is hereby 
empowered to enter into Consent Orders, 
assurances of voluntary compliance, or other 
similar documents establishing an agreement with 
the industrial user responsible for the 
noncompliance. Such orders will include specific 
action t o  be taken by the industrial user to 
correct the noncompliance within a time period 
a l s o  specified i n  the order. Consent O r d e r s  
shall have the same force and effect as all ok!-~er  
administrative orders. 

( d )  iCumpliance Order - When the Superintendent Einds 
that an industrial user has violated or continues 
to violate this Ordinance or permit or order 
issued hereunder, he may issue an order to the 
industrial user responsible for the violation 
directing that following a specified ti.me period, 
sewer service shall be discontinued unless 
adequate treatment facil.ities, devices or other 
related appurtenances have been installed and are 
properly operated. Orders may also contain such 
other requirements as might be reasonably 
necessary and appropriate to address t!?e 
nonc omp 1 i. a nce , i ns ta 1 la t i on o i 
pretreatment technology, addi.tiona1 self-- 
monitoring and management practices. 

i. nc 1 ud i ng the 

(e) Cease and Pesist Ord/-.r - When the Superintendent 
finds that an industrial user ha5 violated o r  
continues to violate this Ordinance o r  any permit 
or order issued hereunder, the Superintendent 
may issue an order to cease and desist all such 
violations to the user and direct those persons 
in noncompliance to: 
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(1) Comply  f o r t h w i t h ;  

( 2 )  T a k e  s u c h  a p p r o p r i a t e  r e m e d i a l  o r  
p r e v e n t a t i v e  a c t i o n  a s  may be n e e d e d  t o  
p r o p e r l y  a d d r e s s  a c o n t i n u i n g  o r  
t h r e a t e n e d  v i o l a t i o n ,  i n c l u d i n g  h a l t i n g  
o p e r a t i o n s  a n d  t e r m i n a t i n g  t h e  d i s c h a r g e .  

( f )  Show Cause H e a r i n q  - T-h.e S u p e r i n t e n d e n t  may 
i s s u e  t o  a n y  u s e r  who c a u s e s  o r  c o n t r i b u t e s  t o  
v i o l a t i o n s  o f  t h i s  O r d i n a n c e ,  d i s c h a r g e  p e r m i t  o r  
o r d e r  i s s u e d  h e r e u n d e r ,  a n  o r d e r  t o  a p p e a r  a n d  
s h o w  c a u s e  why more  s e v e r e  e n f o r c e m e n t  a c t i o n  
s h o u l d  n o t  b e  t a k e n .  A n o t i c e  shall b e  s e r v e d  on 
t h e  user  s p e c i f y i n g  t h e  t i m e  a n d  p l a c e  o f  t h e  
h e a r i n g  t o  b e  h e l d  b y  t h e  S u p e r i n t e n d e n t  
r e g a r d i n g  t h e  v i o l a t i o n ,  t .he  r e a s o n s  why t h e  
a c t i o n  i s  t o  b e  t a k e n ,  t h e  p r o p o s e d  e n f o r c e m e n t  
a c t i o n  a n d  d i r e c t i n g  t h e  u se r  t.0 s h o w  c a u s e  
b e f o r e  t h e  S u p e r i n t e n d e n t  why m o r e  s e v e r e  
e n f o r c e m e n t  a c t i o n  s h o u l d  n o t  be t a k e n .  The 
n o t i c e  o f  t h e  h e a r i n g  s h a l l  b e  s e r v e d  p e r s o n a l 1 . y  
o r  b y  r e g i s t e r e d  o r  c e r t i f i e d  m a i l  ( r e t u r n  
r e c e i p t  r e q u e s t e d )  a t  l e a s t  t e n  ( 1 0 )  d a y s  b e f o r e  
t h e  h e a r i . n g .  S e r v i c e  may b e  made  o n  a n y  a g e n t  OL 
o f f i c e r  o f  t h e  f a c i l i t y .  W h e t h e r  o r  n o t  a d u l y  
n o t i f i e d  i n d u s t r i a l  u s e r  o r  i t s  r e p r e s e n t a t i v e  
a p p e a r s ,  i m m e d i a t e  e n f o r c e m e n t  a c t i o n  may be 
p u r s u e d .  

T h e  C i t y  i t s e l f  may c o n d u c t  t h e  h e a r i n g  a n d  t a k e  
e v i d e n c e  o r  may d e s i g n a t e  a r e p r e s e n t a t i v e  t o :  

(1) I s s u e  i n  t h e  name o f  t h e  C i t y  n o t i c e s  of 
h e a r i n g s  r e q u e s t i n g  t h e  a t t e n d a n c e  a n d  
t e s t i m o n y  o f  w i t n e s s e s  a n d  t h e  p r o d u c t i o n  
o f  e v i d e n c e  r e l e v a n t  t o  a n y  m a t t e r  
i n v o l v e d  i n  s u c h  h e a r i n g s ;  

( 2 )  T a k e  t h e  e v i d e n c e ;  

( 3 )  T r a n s m i t  a r e p o r t  o f  t h e  e v i d e n c e  a n d  
h e a r i n g ,  i n c l u d i n g  t r a n s c r i p t s  a n d  o t h e r  
e v i d e n c e ,  t o g e t h e r  w i t h  r e c o m m e n d a t i o n s  t o  
t h e  C i t y  f o r  a c t i o n  t h e r e o n .  A t  a n y  
h e a r  i n y  h e l d  purz)Liaint t o  t h i s  O r d i n a n c e ,  
t e s t i m o n y  t a k e n  m u s t  be  u n d e r  o a t h  a n d  
r e c o r d  e d s t e n o g~ a ph i ca 1 1 y . 

(4) The t r a n s c r i p t ,  so r e c o r d e d ,  w i l l  be made 
a v a i l a b l e  to a n y  member o f  t h e  p u b l i c  or 
a n y  p a r t y  t o  t h e  h e a r i n g  u p o n  p a y m e n t  o f  
t h e  u s u a l  c h a r g e s  t h e r e o f .  A f t e r  t h e  C i t y  
h a s  r e v i e w e d  t h e  e v i d e n c e ,  i t  may i s s u e  an 
o r d e r  t o  t h e  u s e r  r e s p o n s i b l e  f o r  t h e  
v i o l a t i o n  d i r e c t i n g  t h a t ,  f o l l o w i n g  a 
s p e c i f i e d  t ime  p e r i o d ,  t h e  sewer s e r v i c e  
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be d i s c o n t i n u e d  u n l e s s  a d e q i i a t e  t r e a t m e n t  
f a c i l i t i e s ,  d e v i c e s  o r  o t h e r  r e l a t e d  
a p p u r t e n a n c e s  a r e  i n s t a l l e d  a n d  p r o p e r l y  
o p e r a t e d .  F u r t h e r  o r d e r : s  ar id  d i r e c t i v e s  
a s  a r e  n e c e s s a r y  a n d  a p p r o p r i a t e  may b e  
i s s u e d .  

ARTICLE 5 2 PENALTIES 

A. Income f r o m  F i n e s  

M o n i e s  g e n e r a t e d  f r o m  f i n e s  d u e  t o  i n f i l t r a t i o n s  s u c h  a s  
f r o m  d o w n s p o u t s  a n d  m o n i e s  g e n e r a t e d  f r o m  f i n e s  d u e  t o  
i n d u s t r i a l  a n d / o r  d o m e s t i c  p o l l u t i o n  a r e  t o  be r e c e i v e d  b y  
t h e  C i t y .  

B. W r i t t e n  N o t i c e  

Any user  f o u n d  t o  b e  v i o l a t i n g  a n y  p r o v i s i o n  o f  t h i s  
O r d i n a n c e  o r  a d i s c h a r g e  p e r m i t  o r  o r d e r  i s s u e d  h e r e u n d e r  
s h a l l  be s e r v e d  by t h e  S u p e r i n t e n d e n t  o r  h i s  r e p r e s e n t a t i v e  
w i t h  w r i t t e n  n o t i c e  s t a t i n g  t h e  n a t u r e  o f  t h e  v i o l a t i o n .  
T h e  v i o l a t o r  s h a l l  p e r m a n e n t l y  c e a s e  all v i o l a t i o n s  u p o n  
r e c e i p t  o f  t h i s  n o t i c e .  As c o n t a i n e d  i n  A r t i c l e  I X ,  t h e  
n o t i c e  may be o f  s e v e r a l  f o r m s .  Also a s  c o n t a i n e d  i n  
A r t i c l e  IX, p e n a l t i e s  o f  v a r i o u s  f o r m s  may be l e v i e d  
a g a i n s t  u s e r s  f o r  v i o l a t i o n s  o f  t h i s  O r d i n a n c e .  T h e  
p e n a l t i e s  s h a l l  r a n g e  f r o m  p u b l i c a t i o n  o f  v i o l a t o r s  t o  
f i n e s  u p  t o  $ 1 0 0 0  p e r  d a y  p e r  v i o l a t i o n .  

(i.. c .  1 u n t i nu e d ? i o 1 a t i o n  

Any user who s h a l l  v i o l a t e  a n y  p r o v i s i o n  o f  t h i s  O r d i n a n c e ,  
a d i s c h a r g e  p e r m i t  o r  o t h e r  o r d e r  i s s u e d  h e r e u n d e r  s h a l l  he  
g u i l t y  o f  a v i o l a t i o n  o f  t h i s  O r d i n a n c e  a n d  s h a l l  b e  l i a b l e  
t o  t h e  S u p e r i n t e n d e n t  f o r  a c i v i l  p e n a l t y  o f  u p  t o  $ 1 0 0 0  
p e r  v i o l a t i o n  f o r  e a c h  d a y  o n  w h i c h  t h e  v i o l a t i o n  o c c u r s .  
E a c h  d a y  i n  w h i c h  s u c h  v i o l a t i o n  o c c u r s  s h a l l  be d e e m e d  a 
s e p a r a t e  o f f e n s e .  

D 

Any user  v i o l a t i n g  a n y  o f  t h e  p r o v i s i o n s  of t h i s  O r d i n a n c e  
o r  d i s c h a r g e  p e r m i t  o r  o t h e r  o r d e r  i s s u e d  h e r e u n d e r  s h a l . 1  
b e  s u b j e c t  t o  t e r m i . n a t i o n  o f  i t s  a u t h o r i t y  t o  d i s c h a r g e  
sewage  i n t o  t h e  p u b l i c  sewer  sys t em.  S u c h  t e r m i n a t i o n  
s h a l l  b e  i m m e d i a t e  i f  n e c e s s a r y  f o r  t h e  p r o t e c t i o n  o f  t h e  
C i . t y .  S a i d  user  may also h a v e  water  s e r v i c e  t e r m i n a t e d .  
Any u s e r  who v i o l a t e s  a n y  c o n d i t i o n ( s )  o f  t h i s  O r d i n a n c e ,  
d i s c h a r g e  p e r m i t ,  o r d e r  o r  a p p l i c a b l e  s t a t e  or f e d e r a l  
r e g u l a t i o n s  i s  s u b j e c t  t o  h a v i n g  i t s  I n d u s t r i a l  User 
D i s c h a r g e  P e r m i t  r e v o k e d  i n  a c c o r d a n c e  w i t h  t h e  p r o c e d u r e s  
o f  t h i s  O r d i n a n c e .  V i o l a t i o n s  r e s u l t i n g  i n  i m m e d i a t e  
p e r m i t  r e v o c a t i o n  s h a l l  i n c l u d e ,  b u t  n o t  be l i m i t e d  t o ,  t h e  
f o l l o w i n g :  
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E. 

F. 

G. 

(1) Failure of a user to factually report the wastewater 
constituents and characteristics of its discharge; 

( 2 )  Failure of the user to report significant changes in 
operations, processes, wastewater constituents and 
characteristics; 

( 3 )  Refusal of reasonable access to the user's premises 
for the purpose of inspection and sampling; and 

( 4 )  Violation(s) o f  any condition of the Industrial User 
Discharge Permit. 

L i a b i 1 i t -y 

Any user \iiolating any o f  the provisions of this Ordinance, 
discharge permit or other order issued hereunder shall 
become liable to the City of South Shove for any expense, 
l o s s  o r  damage occasioned by the City by reason of such 
violation. This civil liability is as provided by state 
and federal regulations. 

Any user who knowingly and/or negligently makes any false 
statements, representations or certification of any 
application, record, r e p o r t ,  plan or other document fi3.ed 
or required pursuant to this Ordinance or Industrial User 
Discharge Fermit or who kalsifies, tampers with or 
knowingly and/or negligently renders inaccurate any 
monitoring device or method required under this Ordinance, 
shall be punished by a fine up to $1000 or by imprisonment 
for not more than twelve (12) months ox by both. 

Destruction of the City of South Shore Sanitary Sewer 
-_____I_ Treatment ~ Plant - and Leqal Action 

No person(s) shall maliciously, willfully or negligently 
break, damage, destroy, uncover, deface or tamper with any 
structure, appurtenance or equipment which is part of the 
City's Sanitary Sewer Treatment Plant. Any person(s) 
violating this provision shall be subject to immediate 
arrest under charge of disorderly conduct. It shall be 
noted that the Clean Water Act does not require proof of 
specific- intent to obtain conviction. 

H .  Ji!c?ic.ial Action 

If any person(s) discharges sewage, industrial wastes or 
other wastes into the City's wastewater disposal system 
contrary to the provisions of this Ordinance, discharge 
permit, any order of the Superintendent or the City, or 
federal or state pretreatment requirements, the City may 
commence an action for appropriate legal and/or equitable 
relief in the appropriate Court of this jurisdiction. In 
addition to the penalties provided herein, the City may 
recover reasonable attorney's fees, court costs, court 
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T 
i .  

J .  

reporter's fees and other expenses of liti.gation by 
appropriate suit at law against the person(s) found to have 
violated this Ordi.nance or the orders, rules, regulations 
and permits issued hereunder. 

Termination of Service 

The Superintendent may suspend the wastewater treatment 
service and/or wastewater discharge permit of an industrial 
user whenever such suspension is necessary in order to stop 
an actual or threatened discharge presenting or causinq 
imminent or substantial endangerment to the health or 
welfare of the public, the Plant, or the environment. Any 
user notified of a suspension of the wastewater treatment 
service and/or the discharge permit shall. immediately stop 
or eliminate its contribution. In the event of a user's 
failure to immediately comply voluntarily with the 
suspension order, the Superintendent shall take such steps 
as deemed necessary including immediate severance of the 
sewer connection, to prevent or minimize damage to the 
Plant, its receiving stream, or endangerment to any 
individuals. Any industrial user which is responsible, in 
whole or in part, for imminent endangerment shall submit a 
detailed written statement describing the causes of the 
harmful contribution and the measures taken to prevent any 
future occurrence to the Superintendent. 

i'r i m i na 1 F r o 3 e c ut i on 

Any industrial user who willfully or negligently violates 
any provisions of this Ordinance, any orders or permits 
issued hereunder, OX any other pretreatment requirements 
shall, upon conviction, be guilty of a .misdemeanor, 
punishable by a fine of not more than $1,000 per violation 
per day or imprisonment for not more than one year o r  both. 

ARTICLE ,-- VALIDITY 

A .  Inconsistent Conflictinq Ordinance 

A l l  other Ordinances and parts of other Ordinances are 
inconsistent or conflicting with any part of this Oidinai;ce 
ar? hereby repealed to the extent of such inconsistcnc; J ~ I  

c c l r i f l l c t .  

E. Separation Clause 

The invalidity of any article, clause, sentence U T  

provision of this Ordinance shall not effect the validicy 
of any other part of this Ordinance which can be given 
effect without such invalid part of parts. 

Fage -11.- 



C. Effective Date of Ordinance 

This Ordinance shall be in full force and effect when it is 
adopted, signed and published as required by l a w .  

D. Repeal of Ordinances 

Upon the effective date of this Ordinance, the City of 
South Shore Sewer Use Ordinance ce ted by the City 
Council on the /h(" day of ?F/,L~?L , 1 9 x  is 
hereby repealed in its entirety(/ !i 

Page -42- 



FIRST READING 

I T  

The  f i r s t  r e a d i n g  o f  t h i s  O r d i n a n c e  was h e l d  o n  t h e  /"r" d a y  o f  

3 id!-., -..-..--I 1992. 
/ I  

/ t 
Y 

/ 
L '  C i t y  C l e r k  

SECOND READING 

e c o n d  r e a d i n g  o f  t h i s  O r d i n a n c e  was h e l d  o n  t h e  __ /($"' d a y  o f  

T h e  3, J),, 
t h e " C i t y  Council o f  t h e  C i t y  o f  S o u t h  S h o r e ,  K e n t u c k y  

, 1 9 9 2  a n d  u p o n  a r o l l  c a l l  v o t e  was a d o p t e d  b y  
// 

I!/ \/ 

C i t y  Clerk 

MAYORAL AFFROVAL,  

/----- 1 
/ /  

I, '$,4,J(l$?'/y/ ,?Ld&;L,d? , Mayor o f  t h e  C i t y  o f  S o u t h  S h o r e ,  h e r e b y  
/ 

a c c e p t  a n d  a p p r o v e  t h e  f o r e g o i n g  O r d i n a n c e  a n d  d i r e c t  same t o  be  

p u b l i s h e d  i n  f u l l  t h i s  / d & d a y  o f  y L $  , 1 9 9 2 .  

ATTEST: 

C i t y  C l e r k  

P a g e  - 4 3 -  



W TERRY MCBRAYER 

J O H N  R MCGINNIS 

P H I L L I P  BRlJCE LESLIE 

WILLIAM D K I R K L A N O  
J D ATKINSON JR 

J A M E S  G AMATO 

GEORGE 0 GREGORY 

GILLARO B J O H N S O N  m 
D A V I D  A NUNERY 

F R E D  E ( B O )  FUGAZZl JR 

PETER L LCABERT . 
W BRENT R I C E  
P n i L i P  E F A Y  

J A M E S  H FRAZIER m 
D E N N I S  .I C O N N I F F  

MEGAN LAKE T M O R N T O N  

CHRISTOPHER M H I L L  

SARAH M J A C K S O N  

L I S A  ENGLISH H O R D  
W ~ L L I A M  R PALMER JR 

GLENN E A C R E E  
B R U C E  W M A C O O N A L O  . 
T H O M A S  C LYONS 

J O H N  L D O T S O N  
GREGORY E Y O U N G  .. 
' * D * 1 7 L O  In  on lo  

" "  A D U I I T T D  SN r i O R l D A  

MCBRAYER, MCGXNNIS, LESLIE 8 c  KJXXXAND 
M A I N  & H A R R I S O N  STREETS 

P 0 B O X 3 4 7  

G R E E N U P ,  KENTUCKY 41 144-0347 

6 0 6 - 4 7 3 - 7 3 0 3  

TELECOPIER NO 6 0 6 - 4 7 3 - 9 0 0 3  

O F  C O U N S E L  
G B J O H N S O N  JR 

- 
WATSON CLAY l19OB-19BS1 

O S C A R  S A M M O N S  (19OB-19B5) 

J u l y  2 8 ,  1 9 9 2  

M s .  K e l l i  R i c e  
D i v i s i o n  of Water 
10 R e i l l y  Rd. 
F r a n k f o r t ,  K Y  4 0 6 0 1  

R e :  Our f i l e :  C i t y  of  Sou th  S h o r e  .- 1992 
LG0401 

1 6 3  WEST SHORT STREET 
S U I T E  300 

LEXINGTON KENTUCKY 4 0 5 0 7  1361 
606-23 1 - 8 7  80 

TELECOPIER N O  606-231-6518 

- 
300 STATE N A T I O N A L  

B A N K  B U I L D I N G  

P 0 BOX 1100 

FRANKFORT,  KENTUCKY 4 0 6 0 2 - 1  100 
502-223-1 2 0 0  

T E L E C O P I E R  N O  502-227-7385 

Dear K e l l i :  

P e r  o u r  phone  c o n v e r s a t i o n  t . h i s  p a s t  Tuesda 7 ,  J u l y  28 ,  I 
e n c l o s e  a c o m p l e t e  copy of O r d i n a n c e  N o .  A s  you  c a n  s ee ,  
t h e  f i r s t  r e a d i n g  was c o n d u c t e d  on  J u l y  14, 1 9 9 2 ,  t h e  s e c o n d  
r e a d i n g  was on J u l y  1 6 ,  1 9 9 2 ,  a n d  t h e  same is s c h e d u l e d  t o  b e  
p u b l i s h e d  on T h u r s d a y ,  J u l y  3 0 .  

I f  you s h o u l d  have  any  q u e s t i o n s ,  p l e a s e  do n o t  h e s i t a t . e  t o  

9 2 - 2 1 0 .  

c o n T a c t  m e .  

/ 

Brcce W. MacDoriald ,' 

BLJyYI/;'pc/Enc. 
cc:  Hon. Mike R a t l i f f ,  Flayor 

A t t n :  J u d y  
City of  S o u t h  Shore, Kentuc i . :~  

Mr. P h i l  Biggs 
Diamond Engineering 

Mx. B r i a n  K i r b y  
W i l l  L i n d e r  & A s s o c i a t e s  
2 1 8  S w i s s  H i l l s  
B e r e a ,  K Y  4 0 4 0 3  
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City 
Uniform Financial 

Information Report 
Fiscal Year 201 0-201 4 

lame of person who completed form 

Return to: 
Department for Local Government 
Cities and Special Districts Branch 
1024 Capital Center Drive, Suite 340 
Frankfort, KY 40601 

Telephone __ 

Part I - Reporting Information 

ity Clerknreasurer __-- 

ompany (if not city) Reporting Format (accounting basts) 

City Name 

Address 

city of South Shore 

P 0 Box 516 

69 Narco Drive 

South Shore KY 4 1 175 City, State, Zip 

041301 12 

Telephone 

~ 

County Greenup 

City Classification Fifth 
(Please correct any error in name. address, and ZIP Code) 

- 

LEND ONE ORIGINAL AND TWO COPIES OF THE 
:OMPLETED FORM to the Department for Local 
;overnment BY MAY 1 .  20 12 

I 1 Accr ua I 

RELATED ORGANIZATIONS - Please list related organizations such as Boards Commissions, or iJtilities, whose Board members 
are appointed by the City's Mayor or legislative body, or who receive a major portion of their funding from city resources 

OrganizationlAddress Chief Executive Telephone 

- 1  I i , 



' City of South Shore 

Please list tax rates your city currently levies as of the end of the reporting period If the city levies more than one 
rate on different insurance lines, please list each and the applicable line on a separate sheet 

Compensating 4% Increase Adopted Rate 
A. Property Tax Rates (a) (b) ( e )  

207 1 Real 

~ 

B. Other Rates 

1 Occupational license fee (payroll tax) 

3 Gross receipt tax 

4 Insurance premium tax 

5 Bank deposits 

6 ReStaLJrant tax 

I- 2. Net profits 
I 

060000 
025000 

1 .  Real $44,960 

2 Personal 
I 

3 Motor vehrcleiwatercraft $9.934 

4 Bank deposits franchise tax $6 925 

5. Delinquent (all years) $3,170 

1 City vehicle licensing (auto stickers) 

2 Right of way/street cut permits 

3 Alcoholic beverage licenses 

4 Planning zoning, a ~ V ~ k J ~ l ~ l w i ~  fees 

5 Other licensing and permit fees including 
Animal control building electrical and 
p I u m b i n g pe r ni its E I ec t ri ca I co n t rac t o r s' 
licenses development irnipact fees 
unloading fees building electrical 
plumbing and natural gas inspections ) 

SUBTGTAL L icense i3, Permi t  Fees  so 
Please continue on next page 

FORM F-65(KY-3) 10/20/2011 
Page 3 of 8 



1 City of South Shore I Part V - TAX AND OTHER REVENUES - Continued 
I f  varyinq rates or fees are charged based upon classification volume value or other criteria the local government shall submit a 

;: 
(c) Gross receipts 

2 Fixed rate business license $2,800 

(a) Electric 

(b) Natural gas 

(c) Watedwastewater 

(d) Other franchise fees 

2 Motel tax 

3 Restaurant tax 

4 Insurance premium tax 

SUBTOTAL for  Other TaxeslFees 

$2,052 

$3,505 

$76,74 1 

$82,298 

From cities, 
counties, or 

special districts From State From Federal 

i 1 General SupporC L - L  

(a) Police 

(b) FireiEMS 

$9,103 $9.854 

(a) Parks and recreation 

( b )  Public welfare b-1: 
(c) Public health 

id)  Housing and  community development 

(e) TransiVbus systems 

(f) Educational support 

FORM F-65(KY-.3) 101201201 1 

- 

$ 1  000 

$68 1 

Page 4 of 8 



I counties, or 1 

(a) Water 

(b) Sewerage 

(c) Electric, 

(d) Natural gas - 

(e) Tel e co m m u n i ca ti o n s/ca b I e 

3 Parking (lots, meters, garages,etc) 

4 Parks and recreation receipts 

5 River ports, locks, etc ' 6 specisl assessmefits 

7 Sale of real or surplus property 
8 Investmentlinterest earnings 

(Exclude construction and penslons) 

9 Fines and forfeits (including parking vlolatlons) 

10 Transit authority 

11 Penalties and interest 

12 Donations 

13 Rents 

7 Other intergovernmental revenues (inciuae L O L ~ I  

government economic assistance area developlnent 
fund grant, other form local, state or federal 

$427,O 17 

I 

$753 

$4,59 1 

$2,77 1 

$1,800 

FORM F-65(KY-3) 10/20/201 1 
Page 5 of 8 



[City of South Shore 

les ambulance 

1 Part VI - EXPENDITURES 

List all city spending both as direct expenditures and costs associated with services provided by other governments An example might be 
spending for sewerage treatment by another city, or police or fire services provided by the county government Include costs your city incurs for 
services provided by other non-profit agencies such as social services, public health. and public welfare 

To other cities, counties, or 
Function activity special districts To State To Federal 

_-I_ 

A Intergovernmental Expenditures ---(all payments 10 other 
governmenrs for services programs, or reimbursemenrs) 
_____-__-I_-________.-- i I I I 

actiiral services and other miscellaneous costs 
e than three years 

Capital Outlay 

Function activity 

Equipment, land 
Construction 

( d i  
Salaries and and existing 1 waqes j Other operations I structures 1 

$4;i40 $8C.!9? I I 1 

General government 
(Administrative. legal, overhead, public buildings) 

I I 

FORM F - ~ ( K Y - ~ )  10/20/201i 
Page 6 of 8 



Function activity 
Salaries and 
wages (a) 

Equipment. land 

structures (c) 
Construction (d) Other operations and 

(b) 

(a) Water systems 

(b) Sewerage systems 

(c) Electric power systems 

(d) Natural gas systems 

SUBTOTAL Direc.c Expeiiditt!res b y  City 
Please continue on next page 

$31,832 $440 722 

FORM F - 6 5 ( K Y - 3 )  10f20/201 i Page 7 of 8 



Activity 

1 General governmental funds 
2 Business type funds 

3 Private artivity bonds 
(water sewer gas electric) 

List all pension and benefit costs for city employees Health insurance costs include both city paid premiums and other 
reimbursements or supplements provided by the city Other benefits include life dental and deferred compensation payments to 

beginning FY Issued Retired Outstanding General bonds 
(a) (b) (C) ending FY (d) obligation (e) (f) 

SO 

$464 349 $0 $127 633 S336,7 i 6 

enipioyees as well as unempioyemen- 

( a ]  Water debt 
(b) Electric debt 
(c) Gas debt 
(d) Transit debt 
(b) All other debt 

TOTAL Interest Paid 

E9 656 
$9 E56 

,.n3tistria, reveriae non prof is J - -. ______--- --- 
4 Snori-term debt 

,All governmenl fJndS, - __- - -. 
(a) Beginning of fiscal year 

1 &ginning of fiscal year 
i End of f.scai yaar 

__ ~ -- 
__ - ._ ._ - .- - - - -- 

Finished 

FORI4 F-65(KY-3)  10/20/201 1 
Page 8 of 8 



ORDINANCE 8314.2012 

AN ORDINANCE ADOPTING THE CITY OF SOUTH SHORE, KENTUCKY ANNUAL BUDGET FOR THE FISCAL YEAR 
JULY 1,2012 THROUGHT JUNE 30,2013 

Whereas, an annual budget proposal has been prepared and delivered to the City Council and 
Whereas, the City Council has reviewed such budget proposal and made any necessary modifications 
Now, THEREFORE, BE IT ORDAINED BY THE COUNCIL OF THE CITY OF SOUTH SHORE, KY 
SECTION 1 
That the AMENDED BUDGET for the fiscal year beginning, July 1,2012 and ending June 30, 2013 IS 

Hereby adopted as  follows 

Estimate Revenue: 

Taxes 
Lic/Fees 
inter/gov 
Chrg for services 
Other 

~. . Subtotal Estimate Rev 
Total E s t  Grant Rev 
Loans 
Total Estimate Rev 

General Gov Garbage Sewer Water 

157,300 
3,000 

35,270 

18,840 
214,,410 

51,200 1,025,000 

50,000 497,250 

318,000 3,006,000 1,600,000 
583,610 50,000 4,528,250 1,600,000 

Appropriations: 
General 106,470 
Police 55.800 
Road 53,100 
Garbage 50,000 
Propcts 368,000 4,031,000 1,600,000 
Sewer 495,800 
Total Appropriations 583.370 50,000 4,526,800 1,600,000 

That this Ordinance shall be in effect June 19 2022 
First Reading June 12 2012 
Second Reading June 19, 2012 

I 
(- ,/Li L, ,'- - / /  i, /,---- - A, . Mayor, City of South Shore 

Attest r y r  b- \-L&.L, 
Linda Potter, City Clerk/Treasurer 

Published July 12, 2012 



I ~ 2 0 1 1 / 2 0 ~ a c t u r a l  /Amended IActural I : 2012/2013 ;over n m en t Funds _____._L.----+ -__c.--..-__._____ I .. ........ ........................... 
I I 

I 

i_ 
1 $ 8,000 0C i--%OO/ 76771 SOOOT 7677.49; 

j 62051 25831 32001 2841.67: S 3,2000C 
~ $ 24,000.00 

s 70 00 

- I .... /Intrergov Revenue .-p-..A.-- ~ ___L-- -___---!-- .. .I_..-. .. 

...... ... . ... I 260001 216711 . 24000: 24246.181 . .......... .- 

I ... I.__-. I _ _  .............. ___ 
- .- 

j 
+-_ I H6413 

' KLEFPF 
- - .. -. * - . . ~ -  --- , _ _ _ _ _ ~  ...... ... .. ..... -~ ....... . ...-- . L.- 

State Rev (Roads) i i ---- i _ <... 

i 70 i ... .. ....... ... .i --_- j. 1 1 
?--- ....-I 

Other _____- - 
:Total Intere. Tax I I I I 



General Government f 2011/2012 actual Amended 201212013 - 
201 112012 I 

-.--A- 

1 $ 80000 
- _ _ _  -- 632 1000 -- 1500 - Advertising 

Auto Expenses I - -- r-- I 

I 
___~._________l___-I_ 

I _ _  __-- - i 
T------- - I -- - i Other - - 

I ; $ 1 , 1 Q O O C  
I ---- 

/Dues & Subscriptions 1 1000 1 1096 I 1100 I 
(Insurance Exnense 1 I I , 

I 
i 

Park&Recreation 

Payroll Expense 
Social Security 

- 

I I I 

1 Disconnection Fee 1 

~ L _ _ _ . . _ _ I _ _  1 $ 3,50000 -- 3500 3912 4000 

- - - ~ -  

i i 

. __-- 1 Attorney- 
Auditor 

Engineer 

81551 95001 ~ $l 9,500 00 
r-------- -- - 

- 
1 

1 -__ 1 Gen Liability 
1 Health Insurance 1 

- --___I_ 

! 5 3,60000 t- 
37C0/ 40501 

~ $ 4,00000 
1--. ___.-I.._ - 

__._ ~ -~ 60001 3600/ 40+--------- _- 

I 
~ L.- 

I , 1 Life and disabilitv 1 I I I I I 

CPA 

Total Prof Fees 

Repairs and Maint .  

--7000[ 7000i i _ o ~ ~  ~ $ 4,000.00 

I 
I - 

j 2650l 1551 2200 -3- 5 ~ 1,SOO 00 3ooT-I _--*- -. 
Tax Co I I ect i o n Fee (S h e r I f f )  

~ _.__ ~ 

Postage Delivery?- I 100 200; 200 00 



1 Electric i l ~ 30001 28671 30001 I 1 s  3,60000 

'Sub  Total Expenses 
/TE21 Grant 

I 5 60000 
--t- ---- - -- -- ____I 

$ 9,500 00 
- I -_________ Street &Traff ic Light 

TeleDhone & lnterenet $ 1,600 00 
I - _ _ _  

1 $ 85,470.00 _- - 1 185210 693081 89025 i 
4128 i 4128 $ 

I I 
/Interest I I I 1 I I i 

I $ 50,00000 I 
r-- 

I 

I $ 55,80000 
$ 53,10000 
$ 244,37006 -__ 

/Garbage Dept 
Police Dept 

ITotal Expenses 
ICasuaItv Expenses 

- __ ___ , 
-- __ 

- _- ~ 

L - -  

s 11,00000 
- - __ 

1 18721 50001 
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Steven L. Beshear 
Governor 

KENTUCKY INFRASTRUCTURE AUTHORITY 
1024 Capital Center Drive, Suite 340 John E. Covington 111 

Frankfort, Kentucky 40601 Executive Director 
Phone (502) 573-0260 

Fax (502) 57.3-01 57 
ht tp  i l k l a  k y  gov 

August 7, 2012 

Honorable Cheryl Moore, Mayor 
City of South Shore 
500 Main Street 
South Shore, KY 41 75 

KENTUCKY INFRASTRUCTURE AUTHORITY 
INFKASTRLJCTURE REVOLVING LOAN FUND 

CONDITIONAL COMMITMENT LETTER (B12-09) 

Dear Mayor Moore: 

The Kentucky Infrastructure Authority (“the Authority”) commends your efforts to improve 
public service facilities in your community. On August 2,2012, the Autharity approved your 
loan for the Acquisition of South Shore Water Works project subject to the conditions 
stated below. The total cost of the project shall not exceed $1,600,000 of which the 
Authority loan shall provide $1,600,000 of the funding The final loan amount will be equal 
to the Authority’s portion of estimated project cost applied to the actual project cost 
Attachment A incorporated herein by reference fully describes the project. 

An Assistance Agreement will be executed between the Authority and the City of South 
Shore upon satisfactory performance of the conditions set forth in this letter. A period of 
twelve months from the date of this letter (8/7/2013) will be allowed for you to meet the 
conditions set forth in this letter and enter into an Assistance Agreement. A one-time 
extension of up to six months may be granted for applicants that experience extenuating 
circumstances. Funds will be available for disbursement only after execution of the 
.A.ssist=lnce agreement. 

The Assistance Agreement and this commitment shall be subject, but not limited to, the 
following terms” 

1 I The Authority project loan shall not exceed $1,600,000. 

2 .  The loan shall bear interest at the rate of 0.75% per annum commencing 
with the first draw of funds. 

KentuckylJnbridledSpirit corn A n  Equal Opportunity Employer MIFID 



Mayor Cheryl Moore 
August 7,2012 
Page 2 

3. The loan shall be repaid over a period not to exceed 20 years from the date 
the loan is closed. 

4. Interest shall be payable on the amount of actual funds received. The first 
payment shall be due on June 1 or December 1 immediately succeeding the 
date of the initial draw of funds, provided that if such June 1 or December 1 
shall be less than three months since the date of the initial draw of funds, 
then the first interest payment date shall be the June 1 or December 1 which 
is at least six months from the date of the initial draw of funds. Interest 
payments will be due each six months thereafter until the loan is repaid. 

5. Full principal payments will commence on June 1 or December 1 
immediately succeeding the date of the last draw of funds, provided that if 
such June 1 or December 1 shall be less than three months since the date of 
the last draw of funds, then the first principal payment date shall be the June 
1 or December 1 which is at least six months from the date of the last draw 
of funds. Full payments will be due each six months thereafter until the loan 
is repaid. 

6. A loan servicing fee of 0.20% of the annual outstanding loan balance shall 
be payable to the Authority as a part of each interest payment.. 

7 .  Loan funds will be disbursed after execution of the Assistance Agreement as 
project costs are incurred. 

8 The final Assistance Agreement must be approved by ordinance or 
resolution, as applicable, of the city council or appropriate governing board. 

The following is a list of the standard conditions to be satisfied prior to execution of the 
Assistance Agreement or incorporated in the Assistance Agreement. Any required 
documentation must be submitted to the party designated. 

1 .  Upon completion of final design of the facilities in the attached project 
description, favorable approval shall be obtained of such design by all 
appropriate parties as required by Kentucky statute or administrative 
regulation. 

2. Applicant must provide certification from their legal counsel stating that they 
have prepared construction specifications in accordance with all applicable 
state or federal wage rate laws, and that the procurement procedures, 
including those for construction, land, equipment and professional services 
that are a part of the project, are in compliance with applicable federal, state 
and local procurement laws. 



Mayor Cheryl Moore 
August 7, 2012 
Page 3 

3. Documentation of final funding commitments from all parties other than the 
Authority as reflected in the Attachment A description shall be provided prior 
to preparation of the Assistance Agreement and disbursement of the loan 
monies. Rejections of any anticipated project funding or any new sources of 
funding not reflected in Attachment A shall be immediately reported and may 
cause this loan to be subject to further consideration. 

4. Upon receipt of construction bids a tabulation of such bids and engineer’s 
recommendations on compliance with bid specifications and 
recommendation for award, shall be forwarded to the Authority for final 
approval and sizing of this loan and the project. 

5. Based on the final “as bid” project budget, the community must provide 
satisfactory proof, based on then existing conditions, that the revenue 
projections in the attached descriptions are still obtainable and that the 
projections of operating expenses have not materially changed. The “as bid” 
project budget shall be reviewed and approved by your consultant engineer 

6. Any required adjustment in utility service rates shall be adopted by 
ordinance, municipal order or resolution by the appropriate governing body of 
the Borrower. Public hearings as required by law shall be held prior to the 
adoption of the service rate ordinance, order, or resolution. Any required 
approvals by the Kentucky Public Service Commission shall be obtained. 

7 All easements or purchases of land shall be completed prior to 
commencement of construction. Certification of all land or easement 
acquisitions shall be provided to the Authority 

8.. The loan must undergo review by the Capital Projects and Bond Oversight 
Committee of the Kentucky Legislature prior to the state’s execution of the 
Assistance Agreement. The cmmit tee rr,eets mmthlj: c;n the  tt-iiicf Tiiesday. 
At this time we know of no further submission required for their review, 
however, they may request information as needed. 

9. Documentation of Clearinghouse Endorsement and Clearinghouse 
Co m men ts 

10. The Borrower must complete and return to the Authority the attached 
“Authorization For Electronic Deposit of Vendor Payment” Form 



CITY OF SOUTH SHORE 
512-09 - $1,600,000 

Checklist of Required Documents to Send to KIA 

1 Conditional Commitment Letter 
a 
b 

Send original signed Conditional Commitment Letter to KIA 
Send original signed Electronic Funds Transfer Form 

2 Send copies of Public Service Commission approval 



Mayor Cheryl Moore 
August 7,2012 
Page 4 

11 Implement the Kentucky Uniform System of Accounting (KUSoA), or an 
alternative approved by the Authority and assure that rates and charges for 
services are based upon the cost of providing such service. 

12. Final Design Plans in an AutoCAD Drawing File Format (DWG), referenced 
to the appropriate (North, South or Single) Kentucky State Plane Coordinate 
System (NAD83-Survey Feet) on a Compact Disc (CD). If there is a 
significant deviation from the Final Design Plan during construction, As-built 
plans shall also be provided to the Authority in the same format. 

Any special conditions listed below and/or stated in Attachment A must be resolved. 

Please inform the Authority of any changes in your financing plan as soon as possible. We 
will assist you in a final evaluation of the financing plan when construction bids are 
available. We wish you every success for this project which will benefit both your 
community and the Commonwealth as a whole. 

Sincerely, 

Sandy Wil y’ iams 
Financial Analyst 

I 
l i  

, 2 i T’L / i . [ U V Z  b l L J /  

Attachments 

cc: Bryan Kirby, Community 8, Economic Development Associates, Inc. (CEDA) 
Dirk Bedarff, Peck, Shaffer R Williams LLP 
State and Local Debt Office, DLG 
Borrower File - City of South Shore - B 12-09 

Please sign and return a copy of this letter indicating your acceptance of this commitment 
and its terms. Also attach the completed “Authorization For Electronic Deposit of Vendor 
Payment” Form. 

Date 



RESOLUTION # 73-2012 

Authorizing Resolution of the City of South Shore for Filing of Loan Application and Appointing Mayor 

and Successors-in-Title as Official Project Representative of South Shore Water System Project 

NOW THEREFORE, BE IT RESOLVED by the City of South Shore that the Mayor and 

Successors-in-Title are hereby authorized to  execute and submit an application through KIA (Kentucky 

Infrastructure Authority) with such assurances and required supporting data as is necessary to  obtain 

loan assistance from KIA for purchase and/or implementation of a water system and are hereby 

authorized as the City of South Shore’s Official Project Representative to  carry out necessary 

negotiations for and administer the loan assistance the applicant may obtain for KIA. 

The vote taken on said Resolution, the result being as follows 

Motion Carried -@$ No 

Attest 



WE: questions 
From: Bryan Kirby <bryan@cedainc net> 
To: coss@zoomnet net 
Subject: RE questions 
Date: Jul26, 2012 8 21 AM 

. .  
! .  ‘ . I )  .. , .. i- . ,  . 



RE: KIA 6oard Meeting 
From: 

To: coss@zoomnet net 
Su hject: 
Date: 

"Williams, Sandy (KIA)" <Sandy Williams@ky gov> 

RE KIA Board Meeting 
Aug 1,2012 12 46 PM 

1 1/27/20 1 2 
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Re: Resolution for Purchase of Water Works 

From: 
To : coss@zoomnet net 

Subject: 
Date: 

Mayor Moore, 

You are correct The city can apply for $ 1  6 million but does not have to draw all of the funds if they are not 
needed 

Sandy Williams 
Sent from My iPhone 

"Williams, Sandy (KIA)" <Sandy Williams@ky gov> 

Re Resolution for Purchase of Water Works 

May 3, 2012 4 10 AM 

On May 2, 2012, at 10 40 PM, "coss@zoomnet net" <coss@zoomnet.netz wrote 

Received auto response from Kasi, so I forwarded this on to you 
Mayor Moore 

-----Forwarded Message----- 
From coss@zoomnet net 
Sent May 2,2012 10 20 PM 
To " Wh i te , Kasi ( K I A)" 
Subject RE Resolution for Purchase of Water Works 

Kasi, 

Purchase price is 1 4 million but was looking at some of the initial costs(attorney fee's, etc ) 
being in the range of less than $200 000 

Could the city apply for 1 6 million and only draw on what we will actually need 

Please advise, 

Thank you, 
Mayor Moore 

-----nr!g!nal Messann- 
Y b  

>From "White, Kasi (KIA)" 
>Sent Apr I I ,  2012 3 16 PM 
>To coss@zoomnet ner 
>Cc "Abshrre Jeff (KIA)' 
>Subject RE Resolution for Purchase of Water Works 

>Mayor 

>That's wonderful to hear Please reply to this email with the loan amount you are 
requesting so that we can verify availability of funds 

>Regarding the application process, you will need to go to our website and pull down the 
Fund B application, checklist and instructions (see the Resources Column on the page) The 
weblink for the website page follows http //www kra kv gov/loan/fundb htm 

"Williams Sandy (KIA)" 

> 

> 

> 

> 

http ://we bm ai 1 "earth 1 i 11 k . ne t h i  11 m/ p I i 11 lab I c. i s p?ni s g i d= 7 & X =  1 2 8 7 5 2 66 1 Z 1 1 /27/20 12 



>Have a wonderful day and we look forward to receiving the application 

>Kasi White 
>Financial Analyst 
>Kentucky Infrastructure Authority 
> I  024 Capital Center Drive, Suite 340 
>Frankfort, Kentucky 40601 

> 

>(p) 502-573-0260 
>(f) 502-573-01 57 
>kasi whtte@ky gov 

>-----Original Message----- 
>From coss@zoomnet net [mailto coss@zoomnet net] 
>Sent Wednesday, April 11,2012 3 06 PM 
>To White, Kasi (KIA) 
>Subject Resolution for Purchase of Water Works 

>Kasi, 

>Find attached ReSOltJtiOn #73-2012 for South Shore Water System Project 

>Let us know what is required to start the application process 

>Thank you, 

>City of South Shore 
>Cheryl Moore, Mayor 

> 

> 

> 

> 

> 

> 

11 t t p  ~ //I\ c bm a i 1 .earth I ink ne t/n.am/pri n t ab 1 e j sp ‘?msg i d= 7& s = 1 2 8 7 5 2 66 1 2 1 1 /27/20 12 



EXECaJT1VE SUMMARY 
K E NT'U c MY IN F ms'rn &I c bkd WE A UT H 6; R Ivy 
FUND B, INFRASTRUCTURE 
WE\IQLVIMG LOAN FUND 

Reviewer Sandy Williams 
Rate August 2, 2012 
KIA Loari Ni.ir-i-iber B-22-09 
WRlS Number nla 

'This project is for the purchase of ihe assets of the privately owned South SI-tore Water Works Company (SSWW 
which serves approximately 2,300 citsioniers in the City and outlying areas of northwestern Greenkip anc 
northeastern Lewis Counties 

-I-- _.---.-..m_-" ~ . .  

$ 20,000 
Legal Expenses 
Con tinge t i  cy 
Asset Purchase 

--..-....-.---. .--..-._ ~.- 
PROJECT FINANCING. r- 

-1.._____1.____-__ -. t Fund B Loan $ 
30,000 

150,000 
~,400,000 

Estiimated Closing Date 6 months ail?: applicatior; for ?SO approva 

"'. Additional O $  29.84 (for 4,000 gallons! ___._ ,~ _l__l____ll- -- ._ .__l ,--I __-_ . . - _ _ _ _ ~ . -  . 
COORD tNATl0PJ p i i s  project is consistent with reyinnal planning recornmendations 

-I__-_- - l-l_ll,,,. "^ _.__ 

PSC 2009 
psc 2010 
PSC, 2u4 ! 
Projected 20 I L 

Projected 20 I3 
Projected 20 14 
Projected 20 i 5 
Projected 20 16 

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

79,919 
i i b . 0 6 7  
9 '-5 I j  24. 

'192,341 
324.498 
3 30,W 6 
337,653 
344,475 

A - 3  

.-..-I___.I.. ,- ._ .._.. . 

6 "  - 
I *i50 

'103,355 
79 038 

.i Y2,34 1 
2 54 : 9 9 8 
24.; ,496 
248,153 
254,975 

4 4 
5 2  
39 
nla 

3 7  
3s 
3 8  

?,- 
2 0  



Reviewer. Sandy Williams 
Date: August 2, 2012 

L,oan Number. B12-09 

The City of South Shore is requesting a Fund B loan in the amount of $'I ,600,000 for 
the acquisition of the assets of South Shore Water Works (SSWW). SSWW is a private 
water system that is regulated by the Public Service Commission. The owner wishes to 
retire and t he  purchase will assure the public of a dependable and affordable finished 
water supply. 

All equipment, personal property, real estate, easements, leases and interests in real 
estate that are owned by SSWW or a separate realty company that is owned by the 
SSWW stockholder will he purchxed by the City. The City will not assume any existing 
liabilities of the existing SSWW operation The business was appraised by Raftelis 
Financiai Consultarits in 2006 The appraisal was based on an evaluation of the 
business' ability to generate income, a imarket review for other water company sales, 
and an estimate of the asset value of the business 

SSWW was organized in 1954 ar!d serves ciisiorr!ers in the City of South Share and 
outlying areas of northwestern Greenup and northeastern Lewis Cotinties The design 
capacity of the treatment piant is 920,000 gallons per day and the piant operates at 
about 50% of capacity. FKUI-I 2008 through 201 1 the customer count was stable at 
2,259 while ga!lons of water sold ranged from a low of 11 6 million it? 201 f lo a high of 
'129 million in 2008. Reported water loss each year was about 15% Disruptions of 
water service are typical d u e  to the age of the distribution system. 



Amount % 

Fund B Loan $ 1,600,000 100% 
TarbaQ $ 1,600,0$38 ~063% 

Amortized Loan Amount $ 1,600,000 
Interest Rate 0.750/0 
L.oan Term (Years) 20 
Estimated Annual Debt Service $ 86,300 
Administrative Fee (0.20%) $ 3,200 - 
'Total Estimated Annual Debt Service $ - 89,508 

The estimated closing date for the purchase is six months after application for QSC 
a p pl-ova I " 

$13.137 $9.95 
5.59 4.25 
3.92 2.98 

c;csl, kx 4,om gallorls $29.84 $22.70 

Affordability Index (RatelMHI) 1.6% 
Increase % 3?.50/0 



Based on current Census data from the American Community Survey !%Year Estimate 
2006-2010, the City's population was 1,314 with a Median Household Income (MHI)  of 
$22,297. The median household income for the Commonwealth is $42,576. The projec3. 
will qr.ia!ify for a 0.75% interest rate 

Financial information was taken from PSC filings for the years ended December 31, 
2008 through 2011 The utility will adopt a June 30 year end after the purchase is 
complete. Balance sheets for the legacy entity are not presented since the existing 
structure will not survive the asset purchase 

HISTORY 

Revenues increased 3.5% from $658,640 in 2008 to $661 ,'775 in 201 7 while operating 
expenses increased 10% from $501,679 to $551,947. A 31 5% rate increase became 
effective in mid August 201 land will generate about $200,000 in additional revenue 
each year. Cash flow before debt service ranged from a low of $79,919 il? 2009 to 8 
high of $l.'L8,067 in 2010 The debt coverage ratio exceeded 3 S each year 

F'ROJ ECTl ONS 

Approximately $'l ' lO,OOO in experrses will !le eliminated (201 3 compared to 201 i ) 
including sales, property and iricome taxes, rent on !eased properiies that iire included 
in assets to be purchased, private legal services, sane salaiy and benefit costs, and 
shareholder dividends. 

Projections are based on the following assumptions: 

1 f Revenues will be flat for growtl-i but vviii increase to offset inflation 
2) Expenses will increase 2.5% per year for inflation 
3) A rep1acernen.t reserve of $4,000 will be funded ani-ttially .for ten years. 
4) Debt sewice is estimated at $89,508 al-tnually 
5 )  I;e-~t serv.ic;e co.v.eraye is  3.6 2673 pi'iii,;ipal a.-TI :-.&--*-.& -.-.w..-.<,--u\J~m 

! I C 1  l I l ~ e f ~ 3 1  rcpayllLt3Ili3 

begin. Cash flow after debt service is projected a? about $225,003 and wil! 
increase slightly each year thereafter (assuming rates are regu!ariy increased tc; 
0ffse.t inflation). "%his will give t he  City the rCiiiancia1 c,apacify i,i:J address some of 
the  aging infrastructure .33 ice ue s 

Based ori the proforma assumptions, tile utility sGicws adequate cc7sI 1 flow to repay The 
KIA Fund €3 loan. 

REPLACEMENT RESERVE 

The annual replacement cost is $4.000, This arnoiri-tt should be added to the 



replacement accowii each December I ciriiil the balance rezches $40,000 
maintained for t h e  life of t h e  loan. 

None 

XI. CBNPACTS 
~~~ __ _. -~ _ _ _ _ _ _ _ _ _ ~ ~ _ _  

Applicant 
Name City of South Shore 
Address 500 Main Street 

County Greenup 
Contact C:helyy/l Moore 
Phone (696) 933-61 44 
EiTE3li I 

South Shore, KY 41 1 75 

_____ - -- co - ~ B o o  177 i-i e t net 

and 



CITY OF SOUTH SHORE 
BALANCE SHEETS 

ASSETS 
Current Assets 
Cash 
Special Deposits 
Teniporai y Investments 
Accounts Receivable 
Prepaid 

Total Current Assets 

Restricted A sse fs 
KIA (R&M) Reserve 

Total Restricted Assets 

Uti!h'y Plant 
Land, Sys!em, Building and EQlJlpment 
Less Accumulated Depreciation ( ) 

Net Fixed Assets 

Total Assets 

LIABILITIES 
Currerat Liabilities 
Accounts Payable 
Customer Deposits 
Accrued interest 
Tax Collections Payable 
Deferred lnconie Taxes 
Stockholder Loan (6%, demand) 
C I> l<lA Loan 
Deferred Income (Collection Charges) 

Total Current Liabilities 

Long Term Liabilities 
Mortgage (6 5%, 12-1 5-20 17) 
Proposed KIA Loan 

Toted i o n g  Term L.iaDilifies 

Total Liabilities 

City 
A! Closing 

0 
6 060 

0 
32,250 

0 

38.310 
_-.- 

City 
End of 

Year Oile -~ 

1 69.000 
6,060 

0 
67,000 

0 

242,060 

0 4,000 

0 4,000 
__- 

1,600,000 1,600.000 
0 (80,000) 

1,600,000 1 520,000 
-- 

1,638,310 1,766,060 -- -- 

0 27 500 
6 060 G 060 

0 1 000 
n 0 
0 0 
o 0 
0 74 998 

32 250 0 

38 3tG 100.556 
- 

0 0 
1 600,000 1.450 563 

1 600,000 1,450,563 

1,638 310 i . 5 6 C J L  
-_----___------ 

Balance Sheet Aiialysis 
Current Ratio 
Debt to Equity 
Working Capital 
Percent of Totai Assets in Workicg Capital 
Days Sales in Accounts Receivable 

1 0  2 2  
nia 7 6  
0 132,502 

0 0% 7 5% 
14 1 28 5 

07'25/2012 3 17 PM, Balance Sheet 
I< \2 Loan TeaniiFund B Loans & Granls\Projects\Soul), Sliore (81?-09)\0 0 Exec Summary. Soutli Shore (B12-09) 
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KENTUCKY INFRASTRUCTURE A1ITIIOIIITY 
1024 Capital Center Drive, Suite 340, Franhfort, ICY 40601 

Phone: 502-57.3-0260 Fax: S02-j73-O175 

INFRASTRIJCTIJRE RECVOLVING LOAN FUN 
LJOAN APPLiICATION 

I. GENERAL, PROJECT SUMMARY 

1. PROJECT TITLE 

PROJECT NUMBER 
(WX or S X  N )  

2. LEGAL APPLICANT 

Applicaiit Name: 

StreetlP.0. Box: 

City, State & Zip Code: 

Telephone: 

C 0 1111 t y 

Contact Person . 

Acquisition of South Shore Water Works Company 

not applicable 

Ci ti; of South Shore 

500 Main Street 

South Shore, KY 41 175 

6O6/93?-6 144 

Ciieeniip 

hla\,or Cheryl Moore 

3. APPLJCATION CONTACT PERSON 
(Coiisultant, Area Development Ilistrict, etc.) 

BIyan Kirby Name : - 

Title, P Io i ec t C o tis LI 1 tan t/ Ad 111 i II i s t rat o r 

Firm : Coni ni iiii i tv Cyr economic Deve 1 op ni e n t As so c i at es . 
I i ~ c  (CEDA) 

City. State LY: Lip Cock I ~ I L h n l o i l c l .  K'l' 40476 

1 of 12 



4. ENGINEERING FIRM 

Name: not applicable; acquisition only 

StreeUP.0. Box: 

City, State. Zip Code. 

Telephone : 

Contact Person: 

5 .  BRIEF DESCRIPTION OF PROJECT (Attach project maps) 

The City proposes to Eain control of tlie private water system. South Shore Water Works 
Company (SSWWC), that serves 2,259 residential. comiiiercial and industrial customers in tlie 
City and outlying areas of northwestern Greenup County and northeastern Lewis County. 
SSWWC is operating aging infrastructure and line breaks are frequent. In order to assure the 
public of dependable. affordable finished water, South Shore has cliosen to acquire 100% of the 
controlling interest in the SSWWC and take over the ownership and operation of all treatment 
and distribution systenis. 

All assets are to be acquired: common stock, land. easements, 0.92 MGD water plant. wells. 
storage tanks. piimp station. 65 miles of various size lines. office database. software. inaterials 
in\~mtory and iollinP stock. The water system is in good condition: WTP treats an average of 
50% of its rated capacity, there are no outstandinp Notices of Violation. water loss is 8-1 1 %  and 
rlieie iiie no pending legal issues. In 2006, Raftelis f. inancia1 Consultants of Charlotte NC 
conducted an appraisal of the SSWWC assets and liabilities and established the fair marliet val11e 
of this properti'. 

6. FINANCING PACKAGE PROPOSED 

SouI-cc Rate% Term Status 

, I 

I I I 

.i\tta~h evidciice of commitment from ot1it.I liiiicls 

2 of 12 



7. CERTIFICATION 

To the best of my knowledge and belief, the information contained in this 
application is true and correct 

Cheryl Moore, Mayor 
Typed Name and Title 

&4X6j.( y?%6-L4, f l p X " z ,  
s i g na t u re/ 

/ J 

Chief Esecutive Officer 
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11. GENERAL PROJECT INFORMATION 

1 Have business closings or disi uptions occiiired due to infi astructure inx leq~ixy  
or failure? 

X Yes N o 
If yes, describe. 

Disruptions of water service are tvpical diie to infrastructure inadeqiiacy (line 
breaks) due to the aging of the distribution system. 

3 .  

4. 

Is the applicable irifrastructuie system under sanction from any enforcement agencq'? 

Yes -Xp No NIA 
If yes, describe (include deadlines, fines imposed and whether the project will satisi) 
sanction order.) 

Yes X No Ni imbe~  of Par-eels 
Explain status of each pai ccl 

5 .  Have plans and specifications been reviewed and approved by the Division 01' LVatcr? 

Yes No NIA; acciuisition only 

5 a f  12 



I f  no, explain status 

6. Does the Public Service Commission have jurisdiction over this pro,ject? 

X Yes N O  -- 
I f  yes, describe their role and estimated schedule of re\.iew 

PSC must review m d  approve of sde :  review time is estimated to be 6 nionths. 

I l l .  CIJRRENT INFRASTRUCTURE SYS'I'EM ANALYSIS 

Ansuer each question as it  relates to the system affectcd ly~ tlic pi oposctl infrastructui e 
t l t3  e I o],m c I1  t 

Iiexwse osmosis system, filter media employed. 12 drilled wells as raw water 
source 

6 of 12 



4 ( ) pe ra t o I C e r t i fi c a t i o 1-1 
Nuiiibei of cei tified opeIutois ~t 'qii i ied f o i  s) stein & 

Class I1 

One 

L.evel of' certification required 

Niimber of ope1 ators employed by s j  stem 

Ale all operators pioperly certified X Yes No 

IV. FINANCIAL ANALYSIS 

1 .  Are revciiiies a id  expenses for this system accounted for separately from other 
uti l i ty services'? 

x-Yes NO 
I f  no. explain 

2 ItientiIy all ievcnues, other than sei-viw fees. which ale dedicated to the system 

3 Is tlieic outstanding debt on the sqstem'! -X-Yes No 

NOTE: this is an  Asset Only Acquisition, so d l  outstanding debt shall be 
Satisfied bv Seller 

A Sour cc 1,oan CK: Demand Note 

I3 

(-- i\nn11al debt rcquiiement $2 1,500 CK: $1  .SO0 

1) I),itt. of fiii;tl paymt 'n t  12- 15-20 17 & Dm;lnd 

PI i nc i pal o LI tstantl i ng $77.489 & $60.000 

c \ t t x l l  L i  cop> of debt se1 \ ICC scllrYluIL'(~) 
4 1-12s ;i late stutfj been prepaied 11-1 anticipation of a late inciease? 

Yes X No 
I f  yes, attach a copy. 



5 .  Are water or sewer services provided by other communities or districts to this 
system ? 

Yes X No 

Attach copy of service agreements and briefly describe teinis 

6. Does this system provide services to other communities or districts? 

Yes -X- No 

Comni uni t y/Di s t ric t # of Customers 

Attach copy of service agreement(s) arid biiefly describe tei 111s 

7 Rate structuie (attach copy of cuIrent rate ordinance) 

A Current $29.844.000 gal 

L) Proposed Nonc pi oposed 

c A \  cinge iisnge/bill $4.500 s.11 /h-> 

1) 

1- 

-11 

Datc last Kite 1iicre;lse/;linount of chmgc 

blethod ot collection o f m \  ice fccs 

S- 11-30 1 1 

_____ - ~ - -  

l-. Percentage rate of collection 1 OO"/o 

G .  Do any users provide more than 5% of the service revenue f o r  the system') 

Yes -X NO 

If yes, list. 
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C 0 I11 p any Yo Service Iieveniie 

8. Compare rates with other providers i n  your area. 

- City of Greenup $29.00/4.000 gal. 
City of Wurtland $1  6.50/4,000 ~ a l .  
City of Raceland $22.22/4,000 gal. 

9 Operation and Maintenance. 
yeLJ 

A Annual operation and maintenance costs for 
last 3 years 301 1 $ 5 5  1.047 

2010 Y543.934 
2009 $5 18.S2 1 

B. Estimated iota1 cost after pioject completion. 201 2 '$500,000" 

*Savings realized fIom encling disbursals for State & local property tax. private 
legal services, billing to City for water meter leading lee ( in  order lor (.:it! 10 
calculate sewer billings), \\.ater-discoiinect lees, rent and pension 101 O\\ i l e~  

None 

n Ale operation and niaintcnance  pa^, mcnts icqiiii etl by prior bond or 
o rd i naii ce '? 

x Nc: Yes ____ __ 
If  yes, are you in compliance? Yes No 
If  no, explain. 
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F. Provide a copy of the current operating budget of the system arfected by this 
proposed funding. 

IO. Tap fee aiioiints. 
A Reside tit  ial $945 
R. Cotnmerciai $945 
C. Other Actual cost of installation 

D How collected Payment due before service is started 

1 I Outline the applicant’s plan for producing revenues siifijcient to cover debt 
service and operations. 

The system cash flows are adequate to cover new debt service and operations. pi esuniiiig 
the savings realized from the deletion of disbursals for State & local property tax. private 
leqal services, billing to City for water meter reading fee (in order for City to 
calculate sewer billings). water disconnect fees. rent and pension for Owner. 

12. List any security available to support the proposed debt. if applicable 
inc.lude licns 011 mortgages or piojected irvcnues 

This ma\i 

I’ioiected I evcnues shall suppot t proposed debt 

V . I Ril I’ LE h’1 EN TAT ION S CH ED U LE 

1 I Anticipated engineering design time required (including plan review) 

7 - Antic i pared 11 uti1 ber of c o 11 tracts 1’ 1 ease 1 is t contracts tic 1 ow 

Contract #/Name/Description Estimated Amount 

, Anticipated bid advertising date(s). N/A 
3 

4. Anticipated bid opening date(s). 

10 of 12 



5 .  Anticipated construction start date(s). N/A 

6 ,.?iiiticipatecI construction completion date(s). N/A 

7 Will foice account labor be used? 

Yes X N o  
I f  yes, list activities. 

8. List any construction or bid requirements related to other funding sources, which 
could affect timely iiiipleiiientation. N/A 

VI. h/IZ4NAGEMENT CAPACITY 

I liest' qii~"stions I elate to compliance with statutory niandates placed 011 each type 0 1  
app1ic:tiit Answer each question as appop i  iate 

1 A u t  I i  t Req u i 1 t'iiieii t 

A. Is applicant requited to have annual audit performed? 

x Yes No -~ 
if no. explain. 

I3 Date of last audit completed. 6-30-2010 

( Attach four  ( 4 )  of the niost recent fiii;t~i~ial statenicnts, current year-to-datc 
unaudited finmcials and L L I I  rent budget 

3 - '411 Otlicr Applicants 

A Explain designation of responsibility for financial accountability a i i t i  

pet so nnel atlm i ni str at i on 
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€3. Have any public meetings been held on the proposed project or service fee 
increases i n  the last six months? 

PROJECT SOURCE 

Redacement 
Stormwater & Sanitary IEDF 

Yes ___ X-No 
If  yes, provide minutes. 

AMOUNT 
$680:000 

V I I .  CAPITAL INVESTMENT 

FederaVState Funding History. 

List all federal and state funding (grant and loan) awarded to the jurisdiction 
during the last five ( 5 )  years for infrastructure or economic development projects 

2006 

2.003 
Lift Station Upgrade CDBG 

E D F  
$325,000 1 $200,000 
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FW: Southshore 

From: Nancy Wylie <nancy@klc erg' 

To: "'coss@zoomnet net"' 
Subject: FW Southshore 
Date: May 11,2012 1 0 2 4 A M  

Attachments: 
Shore. pdf 

Estimated 2G Year TI-ar:sacilci: . Swill S l i o : ~  12clf Es!ii?-~aieil 25 Yi ia i  Tiaiisactioii - SGt i ih  

This electronic mail transmission is intended solely for the named 
individual or entity to which it is addressed and may contain 
information that is confidential, proprietary and/or legally 
privileged If YOU are not the intended recipient, do not read, 
copy, retain. forward or otherwise disseminate this message or any 
attachment If you have received this transmission in error, please 
notify the Kentucky League of Cities via reply e-mail or at 
(859) 977-3700 and delete all copies of the message and any 
attadmen! from yosr cycte.z 
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From: 
Sent: 
To: 
Subject: 

Howe, Jill (Heritage Council) [Jill Howe@ky gov] 
Tuesday, May 22,2012 1 37 PM 
Bryan Kirby 
RE South Shore acquisition 

Thanks so  much for the q u i c k  response - this i s  super tielpiul 

Sometimes when I can see business narner ii-i Gnogle street \/ievi, l'll lcok tlwm IJP to  try to loca te  something else bssed 
on address nurnbers. 1 picked u p  on some of: what you'i-e mentioning .- odd and even numbers orl the same side of the 
street - and decided it would j u s t  be easier eo e-mail 2nd ask. ?:', 

Hope all is well with you, too --  

J i l l  A. Howe 
Keritucky Herit age C.ounc il 
P (502) 564-7005, ext  1 2 1  
F (502) 564-5820 

From: Bryan Kirby [ mailto. bryan@cedainc. neL] 
Sent: ~uesday, May 22, 2012 1:34 PM 
To: Howe, Jill (Heritage Council) 
Subject: RE: South Shore acquisition 

Hi Jill, hope al l  is wcll with you 

it is approxirnately 100 yards wesf of the iiirersectic.iii of I!:? Z i  & S K  7 The only iandrnarlc I i.an ihinli of i.he C'itl/ t!all, 
ioc:ated a t  500 Main Street Oddly enough, they are boil? c:t? T/.E saiiie side of Main Street but cine has a r i  ever?-numise! 
address & the other is an odd-number address 

Hope this helps 

Bryan 

From: Howe, Jill (Heritage Council) [mailto JilI.t-loye-k~.gi;u] 
Sent: Tuesday, May 22, 2012 12:48 PM 
To: bryan@cedainc.net 
Subjecit: South Shore arquisition 

Hi, Bryan. 

Your e-mail was provided as part of the clearinghouse app for the City of South Share acquisition of the Water Works 
Company building. I'm having trouble accurately placing this building on a map. Can you provide me with any 
information that might help orient me to i t s  location? Nearby intersecting roads, nearby business names, etc. would be 
helpful. 

Thanks far any assistance you can provide! 

J i l l  A. Howe 

Environmental Review Coordinator 
Kentucky Heritage Council 

1 
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300 Washington St. 
Frankfort, KY 40601 
P (502) 564-7005, ext. 121 
F (502) 564-5820 
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From: 
Sent: 
To: 
Subject: 

George Hannah [ghannahOQl@yahoo corn] 
Monday, July 09,2012 I 1  10 AM 
Bryan Kirby 
Re" Acquisition of Water System 

Thanks Bryan 

From: Bryan Kirby <brvanl@cedainc. net> 
To: 'George Hannah' <sliannah001 avahoo coin> 
Sent: Monday, July 9, 2012 10:32 AM 
Subject: RE Acquisition of Water System 

OK, that's good to know oil the interconnection agreement because the PSC info I found still has them llsted 
as an interconnected party, no problem, though 

Thanks foc the other data We are prioritizing the submittal of thls KIA request for funding & will Keep YOU 

posted on its course ihru the process 

Bryan Kirby 

From : George Hannah [ w ~ J ~ ~  ti a r i  rI a i 10 0 .i c%i, va I i 00 co m] 
Sent: Friday, July 06, 2012 9.41 AM 
To: Bryan Kirby 
Subject: Re: Acquisition of Water System 

Forgot the attachments 

From: George Hannah <ahann;ltliiC I ( t i ? \ ~ k x ~  wz> 
To: Bryan Kirby <brvan@cedainc w i >  
Sent: Friday, July 6, 2012 9 39 AM 
Subject: Re Acquisition of Water System 

Attached is the water rate schedule, Tap fee schedule with noivecuning charges, the tap fee for larger than 1 
inch is actual cost. 

Greenup has refused to enter into a contract with this company because they would be under PSC jurisdiction 
on rates and service to  a regulated utility. Keeping In mind the customers arc t'ne 3rd pany beneficiary o f 8  
gotcmment grant for this connection. We are currently nothing more than a customer. South Shore City would 
not be under the PSC, so perhaps a contract with tliem may be possible. At this time there is not need for 
Greenup emergency supply duc to a ncw larger water tvell replacing one that was aged last year. 

Should you nced anything else. let me know. 

Joe Hannah 

From: George Hannah cghannah001@yahoo.corrP 
To: Bryan Kirby <brfatn?$cedainc.net, 
Sent: lhursday, July 5,2012 8:05 PM 
Subject: Re. Acquisition of Water System 

1 
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Bryan, I will copy and ernail you the info requested in the morning. Just happen to be checking email at 8 PM. 

From: Bryan Kirby < b r : j a n ( & c e d a r n ~ >  
To: ghaniiah0C 1 mvahoo corn 
Cc: coss@zoomnel. net 
Sent: Thursday, July 5, 2012 3.23 PM 
Subject: Acquisition of Water System 

Mr. Hannah, our firm is assisting the City with the application for the KIA funds to be used to purchase the 
water system. We just need a couple of items from you: 

Q 

Q 

u 

Rate schedule: residential Irz cammercial 
Tap fee schedule, residential & commercial 
Copy of'the SSWWC & Greenup water purchase agreement 

Just for your information, once we receive this information, we will be ready to submit this application to KIA 
and get things moving on the financing. Call with any questions. Thanks 

Bryan Kirby 

2 



From: Abshire, Jeff (KIA) ljeff abshire@ky gov) 
Sent: 
To: coss@zoomnet net; hryan@cedainc net 
cc: Williams, Sandy (KIA) 
Subject: 
Attachments: Credit Analysis (B12-09) PDF 

Thursday, July 26, 2012 2-16 PM 

Credit Analysis - South Shore (B12-09) 

Mayor Moore and Bryan 

Attached is a draft credit analysis for the proposed asset purchase. Please call if you have any questions or propose 
changes. 

Thank you, 

Jeff Abshire 
Financial Analyst 
Kentucky Infrastructure Authority 
1024 Capital Center Drive, Suite 340 
Frankfort, KY 40601 
Phone: 502-573-0260 
Fax: 502-573-01 57 
Email" Jeff a b s t i i r e ( @ l ( ~ : ~  
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From: 
Sent: 
To: 
Subject: 

coss@zoomnet.net 
Thursday, August 16,2012 9 57 AM 
Bryan Kirby 
Re: FW. Acquisition of South Shore Water Works 

Bryan, 

Is it ok if I forward this email to Joe Hannah and have his attorney prepare the PSC jont transfer application, then our 
attorney will review it 

Please let me know, 
Thaks, 
Mayor Moore 

-----Original Message----- 
From Bryan Kirby 
Sent Aug 8,2012 10 26 AM 

. To coss(Qzoon-insi ne1 i Subject Fw Acquisition of South Shore Water Works 
1 

From: Wuetcher, Jerry (PSC) [i-nailto:JWL 
Sent: Friday, August 03, 2012 5:28 PM 
To: m~s!? zorii ne t . ne!; 17 r w  n mccda i nc , net I 

t Subject: Acquisition of South Shore Water Works I 
As we discussed yesterday, KRS 278.020(5) and (6) require Public Service Commission approval of South Shore’s 
acquisition of the South Shore Water Works. Attached is a sample application for approval of transfer of 
ownership and control of a public utility. I recommend that the City’s application contain a t  least the following 
info: (1) information regarding the number of persons who will serve as the system’s certified water treatment 
and distribution system operators; (2) the city’s intentions regarding the rates and any possible rate adjustment; 
(3) the city’s intentions regarding the assessment of out-of-city rates; (4) financial statements that last  two or 
three years; (5) how the city will govern the water system (e.g., as a department of city government, a water 
plant board); (6) details regarding the persons who wifl be administeringjmanaging the system’s business 
affairs. Ideally, the application for PSC approval should be joint application with the City and t.he current owner 
as joint applicants. 

The pertinent legal authorities are: 
I 
i 

KRS 278..020 - 

! 

If you have any questions regarding the PSC process or the application, please contact me. If you would like PSC 
Staff to review the City’s application before it is filed t o  ensure it meets PSC filing requirements and to identify 
any possible problems or issues, please let me know 

Gerald E. Wuetcher 
Executive Advisor/Attorney 

1 Public Service Commission of Kentucky 

I Office: (502) 564-3940 x259 
1 

mailto:coss@zoomnet.net


Cell: (502) 229-6500 
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R E  F MI Acquisition of South ShoIc Water WorLs 

RE: FW: Acquisition of South Shore Water Works 
I - . - - ___ - - - _ _  - - _ _ ~ _ _ _ _ -  -- - ___ - ___- 

From: Bryan Kirby <bryan@cedainc net> 
To: coss@zoomnet net 
Subject: 
Date: 

RE FW Acquisition of South Shore Water Works 
Aug 16, 2012 9 12 AM 

Absolutely, it gives them guidance & contact info. 

Bryan 

From: coss@zoomnet.net [mailto:coss@zoomnet.net] 
Sent: Thursday, August 16, 2012 9:57 AM 
To: Bryan Kirby 
Subject: Re: FW: Acquisition of South Shore Water Works 

Bryan, 

Is it ok if I forward this email to Joe Hannah and have his attorney prepare the PSC jont transfer application, then 
our attorney will review it. 

Please let me know, 
Thaks, 
Mayor Moore 

-----Original Message----- 
From Bryan Kirby 
Sent Aug 8, 2012 10 26 AM 
To coss@zoomnet.p& 
Subject FW Acquisition of South Shore Water Works 

From: Wuetcher, Jerry (PSC) [mailto:JWuetcher@kv.c~ov] 
Sent: Friday, August 03, 2012 5:28 PM 
To: coss@zomnet.net; brvan@cedainc.net 
Subject: Acquisition of South Shore Water Works 

As we discussed yesterday, KRS 278.020(5) and (6) require Public Service Commission approval of South 
Shore’s acquisition of the South Shore Water Works. Attached is a sample application for approval of 
transfer of ownership and control of a public utility. I recommend that the City’s application contain at 
least the following info: (1) information regarding the number of persons who will serve as the system’s 
certified water treatment and distribution system operators; ( 2 )  the city’s intentions regarding the rates 
and any possible rate adjustment; (3) the city’s intentions regarding the assessment of out-of-city rates; 
(4) financial statements that last two or three years; (5) how the c i ty  will govern the water system (e.g , 
as a department of city government, a water plant board); (6) details regarding the persons who will be 
administering/managing the system’s business affairs. Ideally, the application for PSC approval should 
be joint application with the City and the current owner as joint applicants. 

The pertinent legal authorities are: 
KRS 278.020 - http://www.lrc.state.kv.us/ltrs/278-00/020.PDF 

mailto:coss@zoomnet.net
mailto:coss@zoomnet.net
mailto:brvan@cedainc.net
http://www.lrc.state.kv.us/ltrs/278-00/020.PDF


RE: IW: Acquisition of South Shore Water Woi hs 

PSC Rules of Procedure: http://www.lrc.state.ky.us/kar/807/005/001.htm 

If you have any questions regarding the PSC process or the application, please contact me. If you would 
like PSC Staff t o  review the City’s application before it is  filed to ensure it meets PSC filing requirements 
and to  identify any possible problems or issues, please let me know. 

Gerald E .  Wuetcher 
Executive Advisor/Attorney 
Public Service Commission of Kentucky 
gerald.wuetcher@ky.gov 
Office: (502) 564-3940 x259 
Cell: (502) 229-6500 
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APPRAISAL, OF 

AT 

SIJMMARY AND CQNCE,T_JSHON 

ONE MELION AND FIVE HUNDRED AND FOUR THOIJSAND DOLLARS ($1,504,000) for the 
Invested Capital in the Company; 

--- 
of value in this report is that of Raftelis Financial Consultants, hc.  (“WC”), 

Hals, CBA. Given the information available at the date of this report, and using valuation methods described 
and subject to the assumptions and limiting conditions incorporated herein, the fair market value of a 100 
percent controlling interest in the South Shore Water Works Company, as of August 3 1,2006 is: 

0 ONE MILLION THREE HUNDbD AND SIXTY-SIX THOUSAND DOLLARS ($1,366,000) for the 
Equity in the Company. 

APPRAISERS’ CERTIFICATION 

1 .  

2. 

To the best of the appraisers’ knowledge, the statements of fact contained i n  the report are true and 
correct. 
The reported analyses, opinions, and conclusions are limited only by the reported assumptions and 
limiting conditions, and are the appraisers’ personal, unbiased professional analyses, opinions and 
conclusions. 
The appraisal was performed on a basis of non-advocacy, including a statement that the appraisers 
have no present or contemplated interest in  the property appraised and have no personal bias with 
respect to the parties involved. 
The appraisers’ engagement and compensation are not contingent on an action or event resulting 
from the analyses, opinions, or conclusions in,  or the use of, the report. 
The appraisers’ analyses, opinions, and conclusions were developed and the report has been prepared 
in conformity with the Business Appraisal Standards of the Institute of Business Appraisers and with 
the IJniform Standards of Professional Appraisal Practice. 
No one provided significant professional assistance to the persons signing the report. 

3 .  

4. 

5. 

6. 
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. I  
The sub,ject of this business appraisal is the South Shore Water Works Company (“SSWWC” or 
“Company”). SSWWC is a private company that provides water services to the City of South 
Shore, Kentucky (“City” or “City ot South Shore”) and the surrounding area. SSWWC serves 
approximately 2,300 customers, and since the utility is privately owned, it is regulated by the 
state’s public service commission, the Kentucky Public Service Commission (“Kentucky PSC”). 
SS-W-W-C’s main offices are iocatea ac UUY n u i n  Streei, South Shore, KY 4 i  i7-5. 000 1 * 

Raftelis Financial Consultants, Iric. (collectively referred to as “RFC”) has been engaged by the 
City of South Shore to estimate the fair market value of one hundred percent of the controlling 
interest in SSWWC’s utility assets, both tangible and intangible, used in the supply, treatment, 
transmission and distribution of water. Specifically involved in this project has been Leta Hals, a 
Certified Business Appraiser (‘“CRA”) as designated by the Institute of Business Appraisers 
(“IBA”). 

Since this appraisal is for the actual sale of the stock of the Company, the value determined will 
represent the value of the total equity capital in  SSWWC, as of August 3 1, 2006. 

7.2 Purpose, Use, and ln%ended Users of %he 
The purpose of this appraisal is to estimate the fair market value of one hundred percent of the 
equity in SSWWC on a control, non-marketable, ownership interest basis. This formal appraisal 
report will be used by the City of South Shore in presenting the value of the Company during 
negotiations with SSWWC. It is RFC’s understanding that the intended users of the appraisal 
may include: the City, SSWWC, lending institutions, bond underwriters, financial advisors, 
bond counsel, underwriters counsel, feasibility consultants and engineering consultants. 

7.3 Standard of Value 
The standard of value used for this appraisal is fair market value. The Internal Revenue Service 
(“IRS’) created Revenue Ruling 59-60 to set guidelines for business valuation. Although it is 
intended for tax purposes, many experts look to this ruling for authoritative guidance when fair 
market value is appropriate for valuation purposes. 

Revenue Ruling 59-60 defines fair market value as follows: 
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“the price at which the property would change hands between a willing buyer and 
u willing seller when the former is not under any compulsion to buy and the latter 
is not under any compulsion to sell, both parties having reasonable knowledge of 
relevant .fucts.. . In addition, the hypothetical h y e r  and seller ure assunzed to he 
uhle, a s  well us willing, to trade and to be Miell irzformed ubout the property und 
cwiicerning the market for such property. , , I  

State statutes and major business appraisal organiziitions define fair market value in a similar 
manner, but also add that the value should be in cash equivalents. 

te of Valuation 
The effective date (or valuation date) of this appraisal is August 31, 2006. The opinion of value 
represented in this appraisal might change if the effective date were modified. However, RFC is 
not aware of any events after August 31, 2006 that would materially effect the appraisal of the 
Company. The date of this report is November 3, 2006. 

It should be noted that Mr. Hannah, owner of SSWWC, indicated that SSWWC intends to 
purchase the property that it leases from Mr: Hannah for office space, prior to the sale of the 
utility, using a portion of SSWWC’s cash. The net impact of this transaction should not impact 
the overall value of the utility if SSWWC pays Mr. Hannah a fair price for the real property. 
(The value of the cash of SSWWC would decrease, but the value of the real property owned by 
SSWWC would increase by the same amount, resulting in no change to the assets of the 
company). However, as this transaction had not occurred as of the valuation date (August 31, 
2006), the impact of this transaction is not demonstrated in the financials discussed in this report 
unless otherwise indicated. 

1.5 Ownership and Control 
Controlling interest in SSWWC is owned by George “Joe” Hannah, who owns 83.75 of the 88.75 
outstanding shares in the Company. The remaining interest in the Company is owned by Morgan 
A. Hannah ( 1.6 shares), Joseph B. Hannah (1 -7 shares), and Gabriel B. Hannah (1.7 shares). 

1.6 Terms and Definitions 
The definitions of the terms used in this report may be found in Appendix A. These terms are 
used only in the context defined. 

Internal Revenue Service, Revenue Ruling 59-60: 1959- 1 ,  Congressional Bulletin 237, Section 2.02. I 
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1.7 SGop 
In preparing this appraisal report, RFC performed the following scope of work: 

Task I - Data Collectlon and Review: liFC collected relevant data from SSWWC. and the Kentucky PSC. 
L.eta Hals of RFC visited SS\VK7C to t o w  the facilititss and to speak with the owners/operators of the system 
III October of 2006 ’The (lata gatliered inclutfetl an nswssment o f  

= 

a 

m 

0 

m 

m 

0 

the nature and  history o f  the Clc )mipan>-. 

financial and economic conditions aif(:ct.ing the Company, its industry, and the general economy; 
past results, current operations, and future prospects of die Company; 
past sales of ouwxship interests in thc Company; 
sales of similar businesses or capital stock of publicly held s i d a r  businesses; 
prices, terms, and conditions affecting past sales of similar business equity; and 
economic benefit of intangible assets. 

’Task 2 - Methodolow Assessment: RFC determined the appropriateness of a variety of methodologies to be 
used to establish the Fair Market Value of SSWWC. RFC considered the following characteristics: 

appropriateness as a generally recognized, established valuation methodology; 
applicability for ~ d u i n g  the subject; and 0 

0 availability of relevant data 

Within this task, IW-C investigated the possibility that the business enterprise may have a higher value by 
liquidation of all or part o f  the enterprise than b!- continued operation as is. 

Task 3 - Identi@ Necessarv Extraordinary AssumDtions and Hmotlietical Conltions:  RFC determined if 
there were extraordinary assumptions or hypothetical conditions that are necessary to appropriately value the 
Company. 

Task 4 - Calculation of Value: RFC used the data collected in Task 1 to calculate the value of the Company 
using the methodologies, assumptions and conditions determined in Tasks 2 and 3. 

Task 5 - Reconchation of Value: RFC reconciled the values indcated by chfferent valuation methods to 

calculate a final determination of value. 

$3 
Task 6 - Presentation of Findnps in an Atmraisal Renort: RFc prepared h s  Appraisal Report compliant 
with Uniform Standards of Professional Appraisal Practice (“USPAP”) to document the appraised value of 
the Company. 

Task 7 - Discussion of Annraisal Results: IiFC will arrange a conference call to answel questions that the 
client may have regardng the appraisal results. 
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a/ Sources O P  hformafio 
The following general sources of information were used to perform this appraisal: 

SSWWC 2001-2005 Annual Reports provided to the Kentucky PSC. 
Documents from the 2007 SSWWC Rate Case as reported by the Kentucky PSC. 
Written and verbal responses to information requests of SSWWC 
U.S. Census Bureau, 200.5 Population Estiniates, 2000 Census, 1990 Census. 
The Handy-Whitman Index of Public Utility Construction Costs, Bulletin No. 162. 
Long-Term Inflation as projected by the Federal Reserve Bank of Philadelphia’s 
Survey of Professional Forecasters, Third Quarter 2006. 
Institute of Business Appraisers &Day Workshop: Mustering Appraisai Skills for 
Valuing tlze Closely Held Business. 
Value Line’s Selection and Opinion: Select Yields and Forecast for the U.S. 
Economy. 
SSBI Valuation Edition 2006 Yearbook. 
Value Line’s Investment Survey. 
Dun & Bradstreet’s 2005 Financial Profile of the Water Supply Service Industry. 
liitroduction to  the Direct Market Data Method of Valiiirzg Mid-Size and Smaller 
Closely Held Busiiiesses. 
Other sources as stated herein. 

Extraordinary ssumptions and Hypothetical Conditions 
The Uniform Standards of Professional Appraisal Practice (“IJSPAP”) indicates that an 
extraordinary assumption is an assumption, directly related to a specific assignment, which, if 
found to be false, could alter the appraiser’s opinions or conclusions. USPAP also indicates that 
a hypothetical condition is that which is contrary to what exists but is supposed for the purpose 
of analysis. 

The appraisal process requires such assumptions and must be limited by certain conditions. 
Although every effort is made to refine these assumptions and conditions, modifications may 
have material impact on the ultimate value. This appraisal is therefore subject to the following: 

= The vast majority of the information used to prepare this report was obtained from the 
Kentucky PSC and from Mr. Hannah, owner of SSWWC. Although this information is 
considered to be reliable, it cannot be guaranteed to be accurate, and RFC accepts no liability 
for the accuracy of this information. 

The appraisal is valid only for the effective date specified herein. As such, no events that 
occurred after the effective date have been taken into consideration. However, RFC is not 
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aware of any events that would materially effect the appraisal other than those discussed 
previously in Section 1.4. 

6 This report documents RFC’s opinion as to the fair market value of the SSWWC. This 
opinion is supported by the unbiased research and analysis performed in conjunction with 
and described in this report. However, the ultimate price may be established through 
negotiation. RFC is in no way responsible for any discrepancies between the negotiatcd or 
awarded value and the value determined herein. 

The forecasted data as presented in the report is assumed to be accurate tor the purposes ot 
this appraisal. However, the accuracy of any tinancial projection is dependent upon 
occurrences of future events that cannot be assured. Cost and revenue prqjections employed 
in this report should not be construed as a statement of current fact. There will usually be 
differences between the projected and actual results, because events and circumstances do 
not occur as expected, and those differences may be material. 

The opinion of value in this report is to a hypothetical buyer for cash or cash equivalents on 
usual and customary financing terms prevailing in the market. The effects on RFC’s opinion 
of value, if any, for synergies of a specific buyer or seller, special financing arrangements, or 
other conditions of sale, have not been considered. 

0 This engagement does not include any services that may be required to defend this valuation 
report in litigation or before any third parties, including conferences, depositions, court 
appearances, and testimony. If these services are required, they will be billed at RFC’s 
prevailing hourly rate in effect at the time for performing such services. 

The value conclusion assumes the business will continue to be operated in its present form as 
. a water utility. 

a State and federal statutes, regulations, and legal precedents impose different criteria and 
standards of value for different purposes. RFC’s value conclusion applies only for the 
purpose stated herein (Section 1.2). 

= The definition of fair market value implies that the parties are typically motivated arid have 
the ability to buy or sell. This definition assumes marketable title to the ownership interest 
that is appraised without considering liens, encumbrances, pledges, or other restrictive 
agreements. No consideration has been given to such factors unless specifically referenced. 

Unless otherwise stated in this report, RFC has not considered the impact of unknown legal 
or other contingencies, taxes or costs payable on a sale, or loss of value caused by 



contamination or hazardous waste. The value estimate assumes there are no such 
contingencies and no contamination or hazardous material on or in the property that would 
cause a loss in value. RFC assumes no responsibility for reporting such conditions or for 
knowledge required to discover them. 

e RFC has no responsibility to update this report, or the value conclusion stated herein, for 
events and circumstances occurring or being discovered after the report date, unless 
specifically engaged to do so. 

0 RFC does not assume responsibility for the inability of the owner of the Company or the City 
to conclude a transaction or sustain an audit at the appraised vaiue. in no event shaii RFC be 
liable for consequential, special, incidental, or punitive loss, damage, or expense (including, 
without limitation, lost profits, opportunity costs, etc.), even if it has been advised of their 
possible existence. 

Authentic copies of this report are signed in blue ink. Any copy that does not contain a blue 
signature is unauthorized and may have been altered. 

RFC is not a legal, accounting, engineering, nor a real property appraisal firm. No opinion 
expressed in this report should be used for matters that require legal, accounting, engineering, 
or real property expertise. 

= Total values in some exhibits may not total exactly due to rounding. Any rounding 
differential is immaterial to the appraisal analysis. 

.I No specific hypothetical conditions were assumed in this analysis. 
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2. I W ~ ~ W ~ ~ ~  
This report has been organized to communicate the key issues related to valuing SSWWC. The 
report will first discuss factors to be considered when valuing any going concern, and will 
primarily focus how these lactors relate specifically to the water industry itself. The Ieport will 
then provide an overview of the approaches used in valuation and will discuss the application of 
each appropriate valuation technique. Finally, the report will present a theoretical discussion on 
how the different methodologies are weighted to determine a final value for the Company. 

The report has been organized in the following manner: 

Section 2: Overview of Report and Valuation Factors to Be Considered 
Section 3: Status and Characteristics of the Water Industry 
Section 4: Rate and Pricing Regulation in the Water Industry 
Section 5 :  Overview of Valuation Approaches 
Section 6: Application of the Income Approach 
Section 7: Application of the Market Approach 
Section 8: Application of the Asset Approach 
Section 9: Reconciliation of Value 

The remainder of this section will focus on the factors that should be considered when valuing 
any going concern. 

2.2 Factors Considered for Valuation 
As mentioned previously, Revenue Ruling 59-60 provides authoritative guidance on determining 
fair market value. Specifically, Revenue Ruling 59-60 suggests certain factors that require 
careful analysis. These factors are listed in Exhibit 2-1 with the corresponding sections where 
they are discussed: 
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Exhibit 2-1 : Factors Considered for Valuation' 

Factor 

'1 The nature of the business and the history of the enterprise from its inception. 

2. a) The economic outlook in general and 

b) the condition and outlook of the specific industry in particular. 

a) The book value of the stock and the financial condition of the business. 

b) The earning capacity of the company. 

3. 

4. The dividend-paying capacity 

5. Whether or not the enterprise has goodwill or other intangible value. 

6. Sales of the stock and tne size oi the DiocK oi siocK io be vaiuefl. 

7. The market price of stocks or corporations engaged in the same or a similar line of 
business having their stocks actively traded in a free and open market, either on an 
exchange or over-the-counter. 

Section 

2.3 

2.4 

3 and 4 

2.4 

6 

2.4 

6 , 7 , a  
2.4 

7 

2.3 story of the Business 

2.3.1 History 

SSWWC was established i n  1926 by James E. Hannah to provide water service to South Shore's 
subdivision. A book documenting the development of the surrounding area, A Tlzirsi for Land, 
discusses the motivation behind the creation of SSWWC: 

"James E. Hannah drilled a water well i n  the basement of the Fullerton Motor Co. 
Ford dealership building. Instead of drilling another well for Roberston's building, 
he ran a water line under Seventh Avenue. It became apparent to Hannah that it cost 
less money to run water lines than to drill a water well for each house and business 
building.. . Often when Jarnes would sell a lot, the buyer would ask him if they could 
hook up to his water wells. He would permit them to tap into the line and to have the 
service for free. James saw this as a great incentive to sell the lots in the 
subdivisions. In later years, Hannah would often not extend the water lines until he 
had acquired land in the 

Initially the water service was free, until after World War I1 when a flat, per tap, fee was 
implemented. In October of 19.53, the company was incorporated and came under the regulation 
of the Kentucky PSC. The organizing stockholders were James E. Hannah and his sons Byron 
and Walter Hannah. A water treatment system was installed in 1953 for sand settlement and for 
chlorination.4 

' Internal Revenue Service, Revenue Ruling 59-60: 19.59-1. Congressional Bulletin 237, Section 4.01, 

Hannah. Shawnee State University Press, Portsmouth, Ohio, 2004. Page 149. 
' Ibid. Page 198-199. 

A Thirst for  Land - A History of Scioto Cow~ty, Ohio, atid Greenup Coi.o~ty, Kentucky. Francis Byrne and Joe 3 
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Potentially due to the drilling of mining wells during the construction of 1J.S. 23 in the late 
1970s, the change in the water table in South Shore necessitated the drilling of new wells in the 
1980s. Water shortage has remained a concern for the area, and in 2001, SSWWC began serving 
an extension of residential customers along East Tygart Road, in exchange for a grant-funded 
supplemental water line between SS WWC and Greenup County’s water system. Howevei, the 
rates charged by Greenup County for wholesale water service to SSWWC have been a source of 
contention between SSWWC and Greenup County.5 On August 3 ,  2006, the mayor of the City 
of Greenup informed SSWWC that he has been advised by council not to provide emergency 
water supplement to sswwc in  the future.6 

To meet expected water demand, SS-WVC has indicated that a weii couid be driiied at r‘ne end of 
East Ridge Street that, based upon a Well Field Recharge Review conducted by 
GeologicEnvironment consultants in 1994, would provide 250,000 gallons per day of quality 
water. The estimated cost, including the line to the treatment plant, is $25,000.’ 

2.3.2 Description of Facilities’ 

Source of Supply and Treatment 
SSWWC source of water supply is well water provided by 1 1  wells. The treatment plant has a 
capacity of 1 million gallons per day (“MGD”). There are 3 pressure filters with a rated capacity 
of 600 gallons per minute. The treatment system is comprised of chlorine gas, fluoridation with 
hydrofluosilicic acid, ph actjustment with soda ash, and filtration with green sand. 

Average daily production is 485,000 gallons per day. SSWWC’s peak month for 2005 was July 
with 14,938,000 gallons pumped, and its peak day for 2005 was April 20, 2005 with 605,000 
gallons pumped. 

. Storage 
There are approximately 532,500 gallons of storage capacity, with 5 steel reservoirs (176,000 
gallons, 100,000 gallons, 38,500 gallons, 35,000 gallons and 33,000 gallons) and a cleanvell 
with 150,000 gallons. 

Transmission and Distribution 
There are approximately 65 miles of water main transmission and distribution of various sizes. 
There are 23 fire hydrants and 4 private fire hydrants. 

’ Ibid. Page 256. ‘ Letter from .Joe Hannah of SSWWC to Mayor Ron Stone of the City of South Shore, dated August 30, 2006. 

* SSWWC 200.5 Annual Report to the Kentucky PSC and “The South Shore Water Works Company, Plant 
Statistics” as provided by Mr Hannah 

Ibid. 
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aler Produced, Sold, and Customer Base 

Exhibits 2-2, 2-3, and 2-4 detail the water produced, sold, and the number of customers of 
sswwc as of 2005.~ 

- I 2001 I 2002 I 2003 I 2004 I 2005 

Water Purchased and Pumped: 
Water Purchased For Resale 1.955 147 1,005 2,196 
Water Pumped From Wells 180,58 1 174,449 177,017 187,794 l83,63 1 

Total Produced and Purchased I SO,% 1 176,404 177,164 188,799 185,827 

lxhibit 2-3: SSWWC Water Sales 
I 2001 1 2002 I 2003 I 2004 I 2005 

Water Sales: 
Residential 1 12,084 104,253 102,400 I 06,79 I 102,363 
Corn merc: i al 6,105 20,552 20,724 2 1,032 20,594 
Industrial 20,459 8,598 8,445 7,133 8,278 
Resale 1,047 492 
Other Sales 1,437 

Total Water Sales 140,085 174,450 132.06 I 134,956 13 1,235 

Other Water Used. 
Utility/water treatnient plant 11,716 13,228 13.337 14,507 15,935 
System flushing 1,340 1,647 2,431 5,123 9.275 
Fire department 264 528 552 552 
Other 78 1,109 2,500 172 1,775 

Total Other Water Used 12,998 16,512 18,268 20,354 27,577 

Water Loss: 
Tank Overflows 
Line Breaks 
Line Leaks 
Other 

75 250 
750 - 1,250 1,500 

- 26,835 2,500 3,OOO 
26,748 25,442 - 29,664 22,305 

Total Line Loss 27,498 25,442 26,835 73,489 27,055 

Water Loss Percentage 15.2% 14.4% 15 1% 17.7% 14.6% 

’ SSWWC 200.5 Annual Report to the Kentiicky PSC 
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Exhibit 2-4: SSWWC Water Customers 
I 2001 I 2002 I 2003 I 2004 I 2005 

Customers: 
Residential Customers 1,928 1,943 1,943 1,940 1,943 
Cornrnercial Custoniers I37 140 I43 141 I40 
Industrial Customers 3 “3 3 3 3 
Multiple Family Dwellings 173 173 I73 173 17.3 
Through Bulk Lnading Stations 1 1 1 

Total Metered Sales 2,242 2,260 2,263 2,257 2,259 

Public Firc Protection 18 20 21 21 21 
Private Fire Protection 4 2 2 2 2 

Total Fire Protection Revenue 22 22 23 23 23 

Fire Protection Revenue: 

I Total Customers 2,264 2,282 2,286 2,280 2,282 

More information on accounts provided by Mr. Hannah can be found in Appendix B, “The South 
Shore Water Works Company, Plant Statistics”. 

2.3.4 Regulations and Environment 
SSWWC is a company operating in a regulated industry where rates must be approved by the 
public service commission, known in Kentucky as the Kentucky Public Service Commission. 
The Kentucky PSC regulates the intrastate rates and services of investor-owned electric, natural 
gas, telephone, water and sewage utilities, customer-owned electric and telephone cooperatives, 
water districts and associations, and certain aspects of gas pipelines. 

SSWWC is also regulated from an environmental perspective by the Department for 
Environmental Protection. SS WWC provided its latest Routine Comprehensive Inspection 
Report, performed on February 14, 2006 (Appendix C). Based on RFC’s knowledge of this 
industry, this report is not atypical for a small privately owned utility, and no adjustment has 
been made to the value of the utility based on this information. 

2.3.5 Future Growth Expectations 
There is little expected population growth for the City of South Shore. As demonstrated in 
Exhibit 2-5, the U.S. Census Bureau indicates that population decreased between 1990 and 2000, 
but leveled off and recovered slightly by 2005. 



Exhibit 2-5: City of South Shore Census Data” 
I 1990 I 2000 1 2005 

Popu 1 at i o n 1,318 1,226 1,243 
% Change -7.0% 1.4% 

Actual 
2002 I 2003 I -2004 I 2005 

Exhibit 2-6 details historical growth in customeis and water sales. Rased upon this information, 
RFC assumed an annual growth rate in  water demand of 0% 

Annual Growth i n  Customers 0 8 %  0 2 %  -03% 0 1 %  

Annual Growth i n  Water Sales -4 0% - 1  8% 2 2% -2 8% 

I i 

rs Less Relewant 

There are several factors that are typically considered when valuing a business that do not have a 
material impact on the valuation of SSWWC. 

2.4.1 Status of the Economy 
An appraiser typically considers the status of the national, state, and local economies when 
performing a valuation analysis. Often the results of an economic analysis are factored into the 
ultimate value of the Company. However, water services are required by the general population, 
regardless of the state of the economy. Since there is no substitute for potable water, this 
commodity is considered an inelastic good, and economic indicators matter little when it comes 
to water demand. Although a recession might make an individual more aware of hisher use and 
water bill, i t  does not change the necessity of the service. Given the price of water and its 
general inelastic nature, the state of the economy has little effect on demand and use of water 
services. 

The one exception would be how the economy could impact the specific population growth of a 
particular area. However, this issue has already been taken into account as discussed in Section 
23.5.  

l o  US. Census Bureau, 2005 Population Estimates, Census 2000, 1990 Census. 
” Based on SSWWC 2005 Annual Report to the Kentucky PSC. 
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2.4.2 Financial Condition of the Business 

Another useful input for most appraisal assignments is the financial performance of the company 
itself. As such, audited financial statements are analyzed to identify trends relative to the 
company’s history and the industry, challenges in terms of financial sufficiency, and other 
important issues. However, these issues are of less importance when discussing a hypothetical 
regulated utility. If a utility is basically financially stable, the value of the utility is more 
inherent in the regulatory parameters established by the regulatory agencies rather than in past 
financial performance. This is due to the fact that any time revenues do not meet revenue 
requirements, a utility has the option to apply for a rate increase to increase rates and revenues. 
Specifically, a utility is guaranteed recovery of its expenses (including operation, maintenance, 
depreciation, amortization, and taxes) and an appropriate rate of return on its investment or 
expenses through rates approved by the state public service commission. As such, the historical 
financial performance of a utility does not have a material effect on the ultimate value of the 
utility itself. More discussion in this regard is presented in Section 4. Nonetheless, historical 
financial information for SSWWC is presented in Appendix D. 

2.4.3 Book Value of the Stock and Dividend Paying Capacity 

The book value of the stock and the dividend-paying capacity are sometimes considered as 
indicators of value. The appraiser has determined that the future income generating potential of 
the Company is a better indicator of value than either the book value of the stock or the 
Company’s dividend paying capacity. 

2.4.4 Prior Sales of Stock 

Prior sales of the stocMownership of the Company are also to be considered when performing an 
appraisal. Given the history of the Company detailed in Section 2.3.1, there were no specific 
sales of SSWWC that could be analyzed to appropriately indicate a value that would be 
representative of current fair market value. 

Kl3Y OBSERVATIONS 
= The overall growth in water demand for SSwMrC is assumed to be 

The state of the economy has little effect on demand and use of water 
services since water is an inelastic, monopolistic commodity. 

The financial condition, current book value, and current dividend paying 
capacity of the owner do not have relevant impacts on the fair market value 
of the Company. 

There are no prior transactions of the Company to indicate current fair 
market value. 

’ approximately 0% into perpetuity. 
9 
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12 racteristics of the 

Svstem Ownershb 
Government 
Private 
Ancillary 
Totals 

The operations and management of water systems have changed significantly over the last 30 
years. At one time, providing water operation services was reasonably simple. Water quality did 
not appear to be a high priority concern of most Americans. In the late 1950s, the public became 
increasingly concerned about protecting the environment. Through the efforts of many 
concerned Americans, the I-J.S. Environmental Protection Agency (“EPA”) was formed in 
December 1970 to address environmental quality issues. Since that time, there has been an 
increased focus on providing high-quality potable water. The Safe Drinking Water Act 
Amendments of 1986 also mandates signiticant requirements applying to thousands of public 
water purveyors across the country. 

Systems Serving Systems Serving 
<3,300 population >3,300 population 
Number Percent Number Percent 
1 7,768 34% 7,742 14% 
14,994 29% 1,308 3% 

20% - 0 - 0% 10,374 - 
43,136 83% 9,050 17% 

As a result of increased focus on environmental quality, the water industry has become more 
sophisticated. More technically advanced water treatment facilities have been constructed to 
provide high-quality potable water. More sophisticated equipment has been developed to 
provide better support to operations. Highly advanced information systems ensure that proper 
management and accounting information is provided to management, operators, and others 
involved in providing water services. More highly trained operators are necessary to run 
advanced equipment and utility facilities. Highly educated and experienced managers are 
required to deal with the complex management, financial, engineering, and political issues. 

3.1 Size of Market 
Exhibit 3-1 shows the breakdown in 2000 of the number of water utilities that are 
governmentally owned, privately owned, and ancillary (built specifically to serve a particular 
establishment). Although there are more than 50,000 water systems, the vast majority of these 
providers serve very small areas. 

Total Water 

Ancillary - utilities typically owned by user of utility (e.g., mobile home parks, institutions, schools, and other). 

’’ Adapted from the 3rd Edition of RFC’s Comprehensive Guide to Water and Wastewater Finance and Pricing 
’’ U.S. Environmental Protection Agency: Community Water System Survey 2000. 
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Even though only 48% of the approximately 52,000 systems are government owned, these 
municipal systems account for approximately 90% of the approximate $32 billion expenditures 
in the water industry, which can be attributed to the greater number of customers that are served 
by governmental systems.’4 Since 2000, it is estimated that the number of utilities and 
percentage by system ownership have not changed significantly. 

3.2 er ns 
Companies incorporated in Great Brittan, France, and Germany have invested heavily in 1J.S. 
environmental-related industries, including water utility companies. In the past, Suez 
Environment, Veolia -W-ater Systems, and RWE AG nave acquired water companies in iiir: 

IJnited States. However, this trend may be waning, as evidenced by RWE’s attempt to divest 
itself of American Water. 

Inside the United States, there has been a great deal of reorganization and consolidation among 
large private utilities, such as the purchase of National Enterprises Inc. (Continental Water 
Company) by American Water Works Company, and Consumers Water Company by 
Philadelphia Suburban Water Company. Municipalities have also shown an interest in 
regionalization (e.g., Charlotte-Mecklenburg LJtilities Department; City and County of Roanoke, 
VA; Metropolitan Water District of Southern California; Tampa Ray Water; Paducah- 
McCracken Joint Sewer Agency; Wake County, NC; City of Rock Hill and York County, SC; 
etc.). 

IJtilities the size of SSWWC are usually bought and sold between either local entities, such as 
developers and local municipalities, or by large utilities that have many small utility holdings, 
such as Aqua America and Utilities, h c .  

Transactions in the water utility marketplace specifically relevant to valuing SSWWC are 
analyzed and discussed in greater detail in Section 7. 

3.3 En vironmenfal Regulation 
State environmental agencies regulate investor-owned, governmental, and dedicated systems for 
environmental compliance. Specifically, water utility operations are sub.ject to multiple water 
quality and pollution control regulations including the Federal Safe Drinking Water Act, the 
Clean Water Act, Resource Conservation and Recovery Act, and sometimes the Comprehensive 
Environmental Response, Compensation and Liability Act (“Superfund”). In addition, several 
states, such as California arid Florida, have more stringent regulations for water utilities. 

Ibid. 
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Whether water supplies are from surface sources, groundwater, or purchased water, they are 
subject to extensive analysis to prove they have met all current water quality standards. 

Environmental regulations are simultaneously mandating higher water quality standards and 
limiting or restricting available water supplies. Thus, water utilities are being required to invest 
in more sophisticated treatment facilities and to find alternative sources of water. 

The costs of compliance with future regulatory requirements will be significant. Many small 
utilities will be unable to meet the regulatory requirements because of shortages of capital or 
operational expertise. As a result, these small utilities will either merge with larger utilities or 
sell their service areas to adjacent utilities. 

Water utilities are also regulated from a rate and pricing perspective. 
discussed in greater detail in Section 4. 

This issue will be 

3.4 t 
Risks are mitigated by the nature of regulated utilities. The market is stable and mature, and will 
continue to exist long-term. Regulated pricing structures allow steady and predictable cash flow. 
Furthermore, both large profit margins and large continuous losses are not likely. Although costs 
from capital planning and environmental regulation may be significant in the future, utilities will 
be allowed to pass these costs on to consumers through future rate increases. 

The major business risk to the water utility industry is the weather. Weather conditions impact 
water utilities' cash flow more than any other single factor. Utilities normally structure their 
rates to recover costs under normal weather conditions for the region. If weather conditions are 
normal, cash flow occurs in an uninterrupted and highly predictable manner. However, if too 
much rain occurs, especially during the summer season when outdoor water demands are 
highest, customers will use less water and revenues to the utility are reduced to a greater degree 
than its costs. Likewise, abnormally dry weather can boost a utility's revenues to a point. 
However, strict conservation i-rieasures during droughts can also reduce revenues to the utility. 

3.5 Implications for the Subject Business 
Typically, the status of the industry gives an appraiser insights into the costs and risks of a 
particular industry and a point of reference for the subject business. In this particular industry, 
however, risk is relatively minimal since there is no Competition and the Company's commodity 
is a necessary and inelastic good. Further, any costs from regulation and weather patterns can be 
ultimately covered through a guaranteed pricing structure. As would be expected, the resulting 
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return on investment in this industry is lower than in non-regulated industries due to the 
decreased risk. 

Although expenses re1 
compliance wi 
the future, investors will be able to recover these costs through 
rates. 

Given a reliable customer base, a predictable income through 
regulation, and the ability to pass costs on to the consumer, the 
ultimate investment risk in the water industry is relatively low. 
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The water utility industry is unique in that i t  is a natural monopoly. For society to receive the 
greatest benefit from these natural monopolies, the utilities must be forced to price their services 
in a way that approximates the prices that would prevail if utilities were competitive enterprises. 

The prices levied by natural monopolies are normally regulated by the public through one of two 
means: 

By elected or appointed officials who must answer to the voting populace for the decisions, 
activities, and prices of municipal, or governmentally owned, utilities; or 
By state-mandated public service commissions, like the Kentucky PSC, which regulate 
prices of investor-owned utilities through a formal ratemaking process. 

IJnder either rate regulatory method, the target is to achieve optimal use of the utility's resources 
for the benefit of all of the utility's customers and investors. In other words, costs should be 
recovered from individual customers in proportion to the services provided. Private utilities 
receive an allowable rate of return on investment capital or expenses as regulated by state public 
service commissions. Although some municipalities may earn a small rate of return on their 
investments, most municipalities operate their system on a break-even basis. 

4. I Regulation 
For most business appraisals, an appraiser judges the fair market value of a utility based on the 
premise that the buyer is a private investor, Le., that the fair market value is the price the buyer is 
willing to pay for its investment assuming a certain level of risk. 

In reality, there can be two types of buyers for a water utility: a private investor (such as an 
investor-owned utility), or a non-profit municipality. The perspectives of these two entities are 
significantly different. The private investor expects a return on its equity investment, whereas, 
most municipalities do not. Instead, municipalities are primarily interested in ultimate rate 
impacts on their customers and non-economic factors such as community growth. 

The appropriate hypothetical buyer that should be considered when assessing fair market value is 
typically the private investor. There are two primary reasons for assessing the value from the 
investor-owned utility perspective. 

First, although more systems in the U.S. are owned by government utilities, it is highly likely 
that there would be only one municipality interested in purchasing an investor-owned utility, and 
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that is the municipality being served by the water system. For example, it is unlikely that the 
City of Jacksonville, Florida or Phoenix, Arizona would be interested in buying the SSWWC. 
On the other hand, there are numerous American and international private contractors and 
investor-owned companies attempting to expand their territory and market share throughout the 
IJnited States (i.e., Aqua America, Utilities, Inc., etc.). It is possible that any of these entities 
would be interested in purchasing the SSWWC.’5 

Second, most municipal buyers do not require a return on their equity investments. Instead, most 
municipal utilities typically operate long-term on a break-even cash basis, with rates set to cover 
operating and capital costs, including debt service. As such, the ultimate value under the income 
approach would be grossly undervalued if the utility’s financiais were anaiyzed from a municipai 
perspective. 

As it  is an operating company, failing to assess the earning potential of the utility is directly 
contrary to the premise underlined by the income approach to valuation. As described later in 
Section 9, the incorne approach is the most preferred approach for operating companies per IRS 
Revenue Ruling 59-60. As detailed in Exhibit 2-1, Revenue Ruling 59-60 also specifically lists 
the “earnings capacity of the company” as one of the factors to consider for valuation. 

If a municipality were to purchase a water system, it would be for other reasons, such as 
improved efficiencies, greater control over service area development, to mitigate capital 
improvement costs, or to actually lower customer rates, rather than earning a return on its equity 
investment. As the purpose of an appraisal is to assess the value to a willing buyer and seller, it 
is unlikely that a willing seller would accept a price from a municipal perspective that 
undervalues the utility relative to the investor-owned perspective, where a return on equity is 
expected. Therefore, an appraiser must value the utility from an investor-owned perspective if 
the willing seller is to be appropriately considered. 

However, to ensure that the value of the utility from a municipal approach is considered 
appropriately, an income approach under a municipal perspective is presented in Section 6.2. 

4.2 Rate Setting for Privately Owned Water Utilities 
Since the value is typically based on the most likely hypothetical buyer, a private investor, it is 
important to understand the regulatory nature of the private water industry. In Kentucky, the 
regulatory body is the Kentucky PSC. Specifically, the Kentucky PSC uses three methodologies 
for rate setting: 

l 5  According to Mr. Hannah, American Water Works Company considered the purchase of SSWWC prior to its 
merger with RWE. 

19 



1) Rates set to allow recovery of operating expenses and an allowed return on 
investment (rate base); 

2) Rates set to allow recovery of operating expenses, debt service, phis an 
appropriate level of coverage on debt service; and 

3) Rates set to allow recovery of operating expenses plus an allowed margin above 
operating expenses based on an “operating ratio”. 

Exhibit 4-1 - Revenue Requirement Determination for SSWWC Test 
Test Year 2002 
-- New Rates 

Pro Forma Operating Expenses 
Total Utility O&M Expenses $ 380,486 
Total Depreciation and Amortization 46,542 
Taxes Other Than Income 26.332 . 

Subtotal $ 453,160 
88% 

Subtotal $ 515,182 
Less: Pro Forma Operating Expenses (453,360) 

Net Operating Income After Income Taxes $ 6 1,822 
Multiplied by: Gross-Up Factor 1.61 18633 

99,648 
Add: 

Pro Forma Operating Expenses 453,360 
Other Income & Deductions 3,943 

Total Revenue Requirement $ S56,9S 1 

Divided By: Operating Ratio -- 

Net Operating Income Before Income Taxes $ 

Less: 
Other Operating Revenues ( 12,434) 
Fire Projection - Hydrants -. (2.408) 

542,109 Revenue Requirement from Rates $ 

The Kentucky PSC uses the “operating ratio” method tor rate setting for SSWWC. According to 
the Kentucky PSC, an operating ratio is used to determine a utility’s revenue requirement where 
the utility has no debt and no means to perform it return on rate base calculation. To determine 
revenue requirements using this ratio, operating expenses are divided by a set operating ratio of 
88 percent. The result is the total revenue requirement for the utility. To determine revenue 
required from rates, other operating revenues (revenue generated from sources other that rates for 
service i.e. turn on fees, late charges, return check fees, etc.) are deducted from the total revenue 
requirement I 

Year 200216 

Exhibit 4-1 shows the revenue requirement calculation performed for SSWWC in its latest rate 
case before the Kentucky PSC. 

l 6  South Shore Water Works Company Rate Case Number 2003-00044 (Appendix E). 
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4.3 hplications for the Su 
The regulatory nature of the water industry has significant impact on valuing water utilities. By 
allowing a regulated utility an appropriate margin above its operating expenses, regulatory 
agencies essentially build in a profit component to the rate structures of private utilities. As 
such, the income generating potential for a private utility must be considered in assessing the fair 
market value of a utility so that the utility is not undervalued, thereby decreasing the motivation 
of the willing seller. 

. The most likely hypothetical buyer for purposes of assessing fair market 
value is typically a private investor such as a private water utility. 

9 .In a regdated environment, the operating margin is established by the 
regulatory agency. 
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verview of Valuatio 

Where ownership of an asset is publicly held and frequently traded in established financial 
markets, there is less controversy concerning value, since current exchange transactions offer a 
good indication of price. In the absence of specific, public market reference, there are three 
approaches for analyzing and estimating fair market value. These are referred to as the income 
approach, market approach, and asset approach 

In short, the income approach values a utility based on the present value of its earnings in the 
future; the market approach looks at the market place in order to value a utility; and the asset 
approach looks at the underlying value of the utility assets themselves. Each approach is 
comprised of specific methods that are more or less appropriate given the specific circumstances 
of the company to be valued. 

5.1 Income Approach 
The income approach is based on the premise that a utility, as is the case with any operating 
company, is worth the present value of its future earnings. To apply this method, the appropriate 
income or cash flow stream is used to estimate the distributable income of the company into 
perpetuity, discounted back to the valuation date using an appropriate discount rate. The income 
approach has both an intuitive and technical appeal in that the approach assumes that a company 
is worth what it will generate in income in the future. 

There are two methods of the income approach to valuation. The two methods are as follows: 

. 
9 Single Period Capitalization Method. 

Multiple Period Discounting Method and 

5.1.1 Multiple Period Discounting Method 
The Multiple Period Discounting Method is used when there is expected to be volatility in 
distributable income, or net cash flows, in the future. This method requires the projection of 
earnings, capital improvements, etc. over the volatile period, as well as the prqjection of a final 
(or “terminal” year) of financials that are materially representative of the stable financial future 
of the company into perpetuity. The resulting annual cash flows, and the terminal value, are 
discounted using the appropriate discount rate to determine the present value of the system. 

5.1.2 Single Period Capitalization Method 

The Single Period Capitalization Method is used when distributable income is currently, and can 
be expected to be, stable into perpetuity. This method requires the projection of only one year’s 
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financial data that is representative of the future, and the application of the capitalization rate 
(discount rate less expected annual long-term growth) to determine the resulting value. 

5.1.3 Income 

Given that the fair market value of the SSWWC under the income approach typically assumes a 
hypothetical private owner that receives a stable income from the operations of the Company 
through exercising its ability to cover its expenses and earn a return on its utility operations on an 
ongoing basis, RFC has selected the Single Period Capitalization Method to determine the  fair 
market value of the utility untlcr the income approach. 

For purposes of comparison, RFC has also performed an income approach assuming a municipal 
owner. As will be discussed further in  Section 6.2, a multiple period discounting method is the 
most useful for determining the additional cash flow available under a municipal ownership 
scenario. Under a municipal approach, the excess “profit” generated by the utility is valued for 
the initial years until the municipality operates under a break even basis. 

5.2 
The market approach is based on the assumption that the value of a utility can be reasonably 
estimated based on the market value placed by investors on companies with similar risk. 

There are two methods that are typically used to determine an appropriate market value: 

. Direct Market Data Method. 
Guideline Public Company Method and 

5.2.1 Guideline Public Company Method 

The Guideline Public Company Method uses publicly traded utilities to establish value. When 
the market value (Le., market capitalization including both common and preferred stock and 
long-term debt) is divided by financial indicators such as revenues, income, or net utility assets, 
a market multiple is derived that can be applied to the corresponding financials of the subject 
utility to provide a value. 

5.2.2 Direct Market Data Method 
The Direct Market Data Method assesses value based on specific utility transactions. Applicable 
transactions can be evaluated using purchase price as a multiple of earnings, revenues, net utility 
plant, andor number of customers. These multiples enable the comparison of utilities with 
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varying size, growth rates, land holdings, and other characteristics. The multiple is applied to the 
corresponding financial information of the company under consideration to determine a value. 

One should consider the size of other utilities when selecting applicable transactions. In 
addition, the more similar the investment risk of the comparable utilities, the more reliable the 
data and resulting valuation will be. One must also consider what synergies may have been 
involved in the comparable transactions. In some transactions, the buyer may be willing to pay 
its “investment value” for the system (the value to a specific buyer), rather than “fair market 
value” (value to marketplace). As such, the multiple developed in the Direct Market Data 
Method sometimes identifies the premium a willing buyer would pay above original investment 
in the purchased company. 

5.2.3 Market Approach Used to Value SSWWC 
RFC will perform the Direct Market Data Method, but will exclude the Guideline Public 
Company Method since publicly traded water companies are significantly larger than the 
SSWWC. 

roach 
In performing the asset approach, there are generally two methods that are used, in combination, 
to value a utility. First, the Net Asset Value Method is used to ad.just the book value of tangible 
assets and liabilities to their fair market value. Then, the Excess Earnings Method is used to 
value intangible assets. There is also the liquidation method that should be used in the rare case 
that the business might be worth more liquidated than as a going concern. 

5.3.1 Net Asset Value Method 
Under the net asset approach, a value is determined for the tangible assets of a utility based upon 
the market value of those assets, with an adjustment for depreciation and/or economic 
obsolescence. In the utility industry, Reproduction Cost New Less Depreciation (“RCNL,D”) is 
the method used for adjusting the accounting values represented on the balance sheet to estimate 
the actual replacement value of utility assets. 

RCNLD is based upon reproduction cost, which is the cost today to replicate the system exactly 
as it now exists. Comprehensive reproduction cost estimation requires the preparation of a 
detailed inventory of the materials and equipment that comprise the existing system. Current 
prices for similar material, equipment, labor, overhead, and fees are then applied to the system 
inventory in order to estimate the cost of duplicating those assets that are necessary to the 
property as of the valuation date. 
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Given the costliness and time-consuming nature of this type of comprehensive analysis, 
appraisers also estimate the RCNLD value using industry indices to escalate the book value of 
the assets to today’s dollars, and then estimate the depreciation based on book depreciation. This 
method is particularly useful for small utilities. 

5.3.2 Excess Earnings 
The Excess Earnings Method estimates the value of the intangible assets by calculating the 
difference between the value ot the earnings and the value of the tangible assets. The amount by 
which earnings exceed the tangible asset value can be linked to the value of the intangible assets. 

5.3.3 Liquidation Method 
The Liquidation Method estimates the total sum of money that would be realized if the owner 
were to sell off all assets, piece by piece, and use the proceeds to pay off existing liabilities. 
Liquidation can either be “orderly”, where time is allowed to find willing buyers for the assets, 
or “forced”, where assets are disposed of as quickly as possible. Costs of the liquidation itself 
should be deducted from the proceeds of the asset sale. These costs can include commissions to 
sales agents, legal costs, accounting costs, and taxes on the proceeds. 

5.3.4 Asset Approach Used to Value SSWWC 
The purpose of this appraisal is to value the business as a going concern. It is the intention of the 
buyer to continue to operate the company on a sustainable basis. In addition. it is unlikely that 
this type of business would be allowed to liquidate since water supply is a necessity for the 
residents of this community. Furthermore, as the majority of the assets are underground, the 
liquidation of these assets would be cost prohibitive. For these reasons, the liquidation method 
has been rejected. However, the Net Asset Value Method will be used in conjunction with the 
Excess Earnings Method. 

KEY OBSERVATIONS 

* The valuation approaches that will be used to determine the fair 
market value of SSVVWC are: 
o Income Approach for Investor Owned Utility - Single Period 

Capitalization Method 
o Income Approach for Municipal Utility - Multiple Period 

Discounting Method 
o Market Approach - Direct Market Data Method 
o Asset Approach - Net Asset Value Method as adjusted by the 

Excess Earnings Method 
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pplicafion of roac 

Valuation of SSWWC Income 
In order to value a utility under the Single Period Capitalization Method, the following steps 
must be performed: 

1. 
2. 

3. 
4. 
5 .  

Select the appropriate earnings stream for capitalization. 
Determine the long-term sustainable growth rate for capitalization of the net 
cash flow. 
Develop the discount and capitalization rates. 
Develop a normalized earnings stream. 
Calculate resulting cash flow and value and apply appropriate premiums 
andlor discounts to determine final value. 

6.1.1 Earnings Stream for Capitalization 
In performing the Single Period Capitalization Method, the most appropriate earnings stream for 
valuing the SSWWC is net cash flow to invested capital. Although the City may assume the 
liabilities of the Company, the utility will first be valued as if debt free. By doing so, RFC is 
valuing the entire invested capital in the system, regardless of whether the investment was made 
with equity or debt. After the value to invested capital is established, the remaining outstanding 
interest-bearing debt of the Company will be deducted to value the equity of the Company 

To calculate the net cash flow to invested capital, SSWWC’s net income is adjusted as follows to 
estimate the cash that is available from the business on an annual basis: 

Net Income 
Plus: + Interest Ejipense 
Plus: + Depreciation and Amortization (non-cash items previously 

Less: - Capital Improvements 
Less: - Change in Working Capital 
Equals: = Net Cash Flow 

deducted from Net Operating Income) 

-~ 

6.1 -2 Long-Term Sustainable Growth Rate 

The long-term sustainable growth rate represents the annual growth in net cash flows into 
perpetuity. Although, as discussed in Section 23.5,  growth in water demand is expected to be 
0%, net cash flow is expected to at least grow by inflation as revenues and expenses can be 
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expected to grow by inflation. The long-term inflation rate projected by the Survey of 
Professional Forecasters is 2.5% (Appendix F). Combining expected growth in water sales and 
inflation produces an overall long-term sustainable growth rate of 2.5%. 

d Capitalization 

Since a single period approach is used to establish value, a capitalization rate must be applied to 
the normalized year earnings stream to estimate the income producing value of the company. 
This is accomplished by the following: 

The appropriate capitalization rate is equal to the discount rate less the long-term sustainable 
growth rate. The relationship between the capitalization and discount rates can be described as 
follows: 

“The discount rate used to convert future amounts into present value is a rate of 
return. A capitalization rate is a divisor used to convert income into value ... In the 
Single Period Capitalization Method, the investor receives the rate of return through 
the numerator return stream acting as a proxy for the amount the owner will receive 
each year, plus the growth in that numerator return stream equal to the long-term 
sustainable growth rate proxy. This is why the long-term sustainable growth rate is 
subtracted from the rate of return, to prevent doubling the impact of the growth 
rate. 7 7  ’ 

For purposes of valuing invested capital, the appropriate discount rate is equal to the weighted 
average cost of capital (“WACC”). The WACC considers both the cost of debt and equity in 
determining the appropriate discount rate. 

Exhibit 6-1 shows the calculation of WACC and the resulting capitalization rate for the water 
utility marketplace. It is important to note that the “Modified” Capital Asset Pricing Model 
(“CAPM”) has been used to estimate the cost of equity portion of the WACC. The cost of equity 
for a hypothetical investor-owned utility can be expressed with the following: 

Modified CAPM ......... RE = RF i- (B * ERP) + SCP + SCRP” 

” Institute of Business Appraisers 8-Day Workshop: Mastering Appraisal Skills for Valuing the Closely Held 
Business, David M. Bishop, Chapter 3,  Page 2. Excerpt provided in Appendix B.  

Institute of Business Appraisers %Day Workshop: Mastering Appraisal Skills for Valuing the Closely Held 
Business, Chapter 8, page 10. 
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Where: 
R E  - - 
R F  - - 
13 _. - 

ERP = 

Rate of return expected, the proxy for the market's required rate 
Risk-free rate of return, Le., free of default risk 
Beta: a measure of the volatility of a given security in comparison to the 
volatility of the market as 3 whole 
Equity risk premium: the risk premium expected for investing in large publicly 
traded common stocks 
Small company premium: risk premium tor investing in a small company 
Specific company risk premium: risk premium for investing in this specific 
company 

SCP = 
SCRP = 

ixhibit 6-1 : Discount and Capitalization Rates 
>OST OF DEBT CAPITAL 

Rate on Utility Bonds (1) 5.92% 
Tax Rate (2) 40.00% 

Past-Tax Cost of Debt 3.55% 

ZOST OF EQUITY CAPITAL 
Risk Free Rate - Lono-Term U S Treasurv Bond Yield (3  4 60% 

Equity Risk Premium (3) 7.10% 
Beta for Water Companies (4) 
Adiusted Equitv Risk Premium 

0.775 
5 50% 

Small Company Risk Premium (5) 
Specific Company Risk Premium (5) 

0 00% 
1 .OO% 

11 10% Total Buildup of Cost of Equity Capital 

DEBT STRUCTURE (6) 
Debt as Percentage of Capital 54.9°/c 

45.1 Oh Equity as Percentage of Capital 
-_--.____. - 

NEIGHTED AVERAGE COST OF CAPITAL (WACC) 
Weighted Cost of Debt 1 95% 
Weighted Cost of Equity - 5.01% 

6.96% Weighted Average Cost of Capital 
- 

DISCOUNT AND CAPITALIZATION RATES 
Net Cash Flaw Discount Rate (Equal to WACC) 6 96% 
Less: Long-Term Sustainabte Growth Rate - 2.50% 

Net Cash Flow Capitalization Rate 4.46% 
(1) Value Line's Select Yields - Utility (25/30-Year) A Bonds (Value Line Selec 
(Appendix F) 

on and Opinion, September 8, page 947) 

(2) Average tax rate for a water utility in the state of Kentucky per Tax Assessment (Appendix 6). 
(3) Key Variables in Estimating the Cost of Capital, SBBI Valuation Edition 2006 Yearbook (based on 2005 data) (Appendix F). 
(4) Median beta for the 8 publicly traded water companies reported in the July 28, 2006 Value Line Investment Survey (Appendix 

(5) Based on the appraiser's judgment and experience 
(6) Three year average (2003-2005) from Dun & Bradstreet's Financial Profile of the Water Supply Service Industry for all 
reporting companies (Appendix F) 

F) 
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The risk free rate (RF) can be determined by looking at the yield on long-term 1J.S. treasury 
bonds. The return on risk associated with investing in equity (ERP) can be determined by 
comparing the return on equity investments versus the risk free rate. This analysis is performed 
by Ibbotson Associates each year. Beta (13) is determined based on the median beta for the 8 
publicly traded water companies reported in the July 28, 2006 Value Line Investment Survey - 

Small and Mid-Cap Edition, Part 3-Ratings and Reports. 

Although Ibbotson Associates also calculates the return on the risk of investing in smaller 
companies, these figures are typically associated with non-regulated, non-monopolistic 
Companies. As mentioned previously, a utility provides a necessary good and, whether 
municipal or private, is allowed to cover any costs associated with providing this service to its 
customers. As such, risk associated with small utilities as compared with larger utilities is not 
significant and has been estimated at 0%. The same issue applies to the specific company risk 
premium, however, given the water supply issues noted in Section 2.3.1, a small specific 
company risk premium of 1 .0% has been assigned. 

6.1.4 Normalized Earnings Stream 
In performing the Single Period Capitalization Method, i t  is important to select an earnings 
stream that is representative of the typical earning stream in the ftiture. As mentioned in Section 
6.1.1, the most appropriate earnings stream is the net cash flow to invested capital. 

To calculate a normalized earnings stream for SSWWC, the utility’s revenue requirement and 
resulting revenues should be calculated based on the methodology used by the Kentucky PSC 
described in Section 4.2. To perform this calculation, the Kentucky PSC starts with the 
financials of the utility and makes acljustments to accommodate the rate case’s accounting 
standards. Exhibit 6-2 details the August 31, 2006 SSWWC expenses and the corresponding 
adjustments made based on the appraiser’s assessment of adjustments taken by the Kentucky 
PSC in the latest rate case (Appendix E) and information provided by Mr. Hannah (Appendix B). 

The resulting revenue requirement is then used to estimate the appropriate level of metered water 
revenue for SSWWC. Exhibit 6-3 shows the calculation of net income when this level of 
metered water revenue is considered for SSWWC, as opposed to the actual August 31, 2006 net 
income of SSWWC. 
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xhibit 6-2: Adjusted August 31,200€ 

)p ra t ing  Revenues 

letered Water Revenue 
ire Protection Revenue 

To~al Sales of Watt 

)tiler Water Revenues 

'otal Water Operating Revenues 

Vater Utility Expense Aecounb 

Salaries, Wages, Pensions anti Benefits 
Purchased Water 
Purchased Power 
Chemicals 
Materials and Supplies 
Contractual Services - Acct 
Contractual Services - LRgal 
Rental of Bld.lReal Property 
Insurance - Vehicle 
Insurance - General Liability 
Insurance - Worker's Compensation 
Insurance - Other 
Well Amortization Expense 
Equipment Rentals 
Transportation Expenses 
Regulatory Commission Exp. 

- Amortization of Rate Case 
- Other 

Miscellaneous Expenses 

Total Utility O&M Expenses 

kpreeiation and Amortization 
Depreciation Expenses 
Amortization Expense 

Total Depreciation and Amortizatio 

-axes 
Taxes Other Than Income 
Income Taxes 

Total Taxe 

Total Utility Operating Expenses 

Jtility Operating Income 

XHER INCOME AND DEDUCTIONS 
Interest and Dividend Income 
Nonutility Income 
Miscellaneous Nonutility Expenses 

Total Other Income and Deduction 

NTEREST EXPENSE 
Interest Expense 

Total Interest Expens 

IET INCOME 

levenues and Exoenses 
Unaudited Actual 1 Adiusbnentsl Adiusted 
Yr Endine 8/31/061 I Yr Endine 8/3V@ 

$ 523,061 9; 26,703 R 549,764 
-____ 2,805 2,805 

R 525,866 R 26,703 S 552,569 

16.490 

x 542J56 $ 26,703 $ 

210.21 3 (47,439) 
2,730 

38,653 
9,842 

42,205 
2,400 
4,137 (4,137) 

11.171 
3,986 

11.419 
3,442 
7.898 
8.346 (8.346) 
6.8 10 
9.788 

890 

16.491: 

569,058 

172.773 
2,730 

38,653 

42,205 
2,400 

I1.171 
3,986 

11,419 
3,442 
2.898 

9,842 

6.810 
9.788 

890 

$ 55,928 .R 55.928 

$ 55,928 $ 26,453 $ n 2 , w  
26,453 26,453 

$ 77,514 $ (9,146) $ 68,368 
I 2,882 26,313 ,_ 39,195 

$ 90,396 $ 17,167 $ 107.563 

$ 525,253 $ (16,302) $ 508,951 

$ 17,103 $ 43,004 $ 60,107 

$ 1.298 $ I ,298 
10.35 I 10.351 

% 11,649 $ - $  11.649 

L (7,699) $ $ (7.699 
$ (7.699) 16 - $  (7.699 

$ 21.053 $ 43.004 $ 64.058 

(a) Based on Revenue Calculation per PSC 
(b) E,xcess personnel 
(c) Amortized for rate case purposes 
(d) Amortization of expenses as specified for me cases 
(e) Based on revenue calculation per PSC 
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xhibit 6-3: - Calculation of Revenue Requirement and Income ' 
Ad'usted --LzGi 

'ro Forma Operating Expenses 
Total Utility O&M Expcnses x 3 I9,00E 
Total Depreciation and Amorti iation 82J8 1 
Taxes Other Than Incomc - 68.368 

Subtotal 4; 469,757 
Iividctl By:  Operating Ratio 889 

Subtoial $ .5'H,8 I4 
.ess- Pro Forma Operating Expenses (469,757 

dultiplied by: Gross-Up Factor i.6i iii6i 

idd: 

Net Opcrating Income Aftcr Income Taxes $ 64,058 

Net Operating Income Before Income Taxes $ 103,252 

Other Income & Deductions - (395 I 
Pro Forma Operating Expenses 469,757 

Total Revenue Requirement $ 569,058 

Other Operating Revenues ( 16,490 
Fire Projection - Hydrants (2,805 

.,ess: 

Revenue Requirement from Rates $ 549,764 

'o tal Re veil ue Req u i re men t $ 569,058 
.ess Reconimended ODerating ExDenses Net Income (469.757 

Net Income Before Interest & Income Tax $ 99,102 
,ess Interest Expense -. 3,95 1 

Nct Income Before State & Federal Income Tax 9; 103,252 
.ess State Income Tax at 6% -- 6,195 

Net Income Before Federal Tax $ 97,057 
.ess" Federal Income Tax at 74% 32,999 

Net Income Based on Rate Case Analysis $ 64,058 

Lctual Net Income $ 21,053 

axes 

~ 

Note: Operating Ratio and Gross-Up Factor determined by Kentucky PSC, not !he appraiser 

The implication of this analysis is that rates would need to be raised by 5.1 % to adequately cover 
the appropriate expenses and return for SSWWC. 

6.1.5 Calculation of Net Cash Flow and Value of the Invested Capital in SSWWC 
on a Liquid Basis 

To calculate net cash flow to invested capital, one begins with net income and then adds back 
interest expense and non-cash items that were part of the net income calculation (such as 
depreciation, amortization, etc.). Normalized cash items that would not be part of the net income 
calculation (such as capital improvements, changes in working capital, etc.) are then deducted. 
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As mentioned, an estimate of normalized capital expenditures is also subtracted from the net 
cash flows of the Company. In order to value the net cash flow of the Company into perpetuity, 
the appraiser must assume that the Company will be a viable business into perpetuity. For this to 
happen, there must be reinvestment into the infrastructure of the utility assets of the company on 
a regular basis, hence the requirement for a deduction for normalized future capital expenditures. 

Adjusted 

I t  is iniportant to note that although items such as capital improvements may not be made 
technically with cash, RFC is first valuing this business as i f  i t  were debt free, and therefore 
assumes that capital outlays are made with liquid equity. Similarly, the interest expense is added 
back into the calculation as the business is assumed IO be debt free. 

Normalized 

Exhibit 6-6 shows the detailed calculation for net cash flow for the Company. To calculate the 
value of the Company as of August 3 1 ,  2006, the free cash flows must be normalized to August 
3 1, 2007 using the long-term sustainable growth rate of 2.5%, since the capitalization formula 
discounts the net cash flows of the utility by one year. It is importarit to note, that this is not a 
forecast of 2007 financials, but a normalization of the financials for calculation of value. 

8/31/2006 (1) 8/31/2007 (2) - 

Net Income $ 64,058 !$ 65,659 
Plus. Interest Expense 7,699 , 7,89 1 

Net Income to Invested Capital P; 7 1,756 9; 73,550 

Plus: Depreciation Expense 55,928 57,326 

Less: Capital Expenditures ( 3 )  (57,605) (5  9,046) 

Equals: Net Cash Flow to Invested Capital $ 68,510 $ 70,223 

4.46% 

Fair Market Value to * On a Control, Liauid Basis $ 1,574,500~' 

Divided By: Capitalization Rate for Net Cash Flow to Invested Capital ( 5 )  

Less: Change in Working Capital (4) ( 1,569) 2 

As demonstrated in Exhibit 6-6, the fair market value of the invested capital in the Company is 
determined by applying the capitalization rate to the normalized net cash flow. As also shown in 
Exhibit 6-6, a value of $1,574,500 for the invested capital in SSWWC can be derived by 
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applying the discount rate of 4.46% to the net cash flow normalized for August 31, 2007. It 
should be noted, however, this value is for the invested capital in the Company on a control, 
liquid basis. 

Characteristics of SS WWC 
Water utility transaction activity has increased 
Attractive investment with guaranteed return 
Attractive investment with lack of competition 
Unique commodity under public scrutiny and regulation 
Necessity for approval of Kentucky PSC for sale of assets 
There is currentlv an active. willing buver 

6.11.6 Value of lnveste Capital and E 

A djustnt ent f or Illiquidity 
It is important to note that the rate of return, discount rate, and resulting capitalitation rate 
developed in this analysis are reliant on information regarding the risk of the equity markets. 
The commodities in the equity markets arc freely traded where equity can be converted into cash 

when using rates developed from the equity markets. 

in a matter of days. TX- p---,.-=* t - - - * ~ - * ~ - *  io nnt n D i - r l x r  q c  1 i n 1 1 i A  Qncl Q C  c i i r h ,  is c~\./er\~a!n& 
1 I l G  Lulllpalry, l l < J W C , V L r l ,  1 3  1 I W L  I l ~ W l j  U L ,  llyulll, UllU u., U Y Y . ‘  

Increasaecrease 
To Illiquidity Discount 

Medium Decrease 
Small Decrease 
Small Decrease 

Medium Increase 
 gall Increase 

Significant Decrease 

In this case, i t  is appropriate to take a discount for the lack of liquidity of the Company. Since 
the Company is being valued on a control basis, the discount for the lack of liquidity will be 
relatively small because the buyer would have control of the assets, and therefore the ability to 
sell the assets if so desired. Appraisers often look at the costs which result from the use of 
professionals for registering a closely held company to be sold on an exchange or sale of the 
controlling interest in a private transaction as indicative of lack of liquidity discount that might 
be taken for a controlling interest (10-20%).’9 However, this is just a starting point of 
consideration and other- factors related to the specific entity must be considered. 

The following factors are particularly relevant to determining the appropriate discount for 
illiquidity in this instance: 

Given these factors, RFC believes that the appropriate discount for illiquidity is S%. 

Another indicator of the discount for the lack of liquidity could be one minus the present value 
factor of the cost of equity for the company. discounted by the time required to market the 
company. Since there is a ready buyer for the company, the time to market the company would 

Institute of Business Appraisers 8-Day Workshop: Masteiing Appraisal Skills for Valuing the Closely Held 
Business, David M. Bishop, Chapter 7, Page 21 -22. 



be less than one year. Assuming the cost of equity of 11.1% (Exhibit 6-1), which if discounted 
by 0.5 years, would give a present value factor of 94.87%. Subtracting this from one, would give 
a discount for lack of liquidity of 5.13%. This supports RFC’s belief that the discount for 
illiquidity can be significantly less than the aforementioned 10-20%. As such, the final discount 
for illiquidity to be used by RFC remains 5%. 

I Noimiaiizei: I 8/31/07 

Fair Market Value to Invested Capital On a Control, Liquid Basis $ 1,574,500 

Less: Discount for Lack of Liquidity (5%) pd (78,725) 

Fair Market Value to laJrestedcapltal * On a Control, IlliQuid Basis !$ 1.496.000 

L.ess: Interest Bearing Debt (as of Augusl 3 I ,  2006) (Appendix B) pd (138,048) 

Fair Market Value to Rnlritv On a Control, Illiquid Basis $ 1,358,000 

As demonstrated in Exhibit 6-7, the fair market value of the Invested Capital of SSWWC on a 
control, illiquid basis, under the income approach. is $1,496,000. 

Adjustment to Invested Capital Value to Determine Fair Market Value of Equity in SS WWC 
As indicated, the value determined so far represents the fair market value of the invested capital 
in  SSWWC. If the buyer of SSWWC were to assume the outstanding debt of SSWWC, this 
value would need to be adjusted to value the remaining equity in the Company. As demonstrated 
in Exhibit 6-7, reduction of the Invested Capital vaiue by the interest-bearing outstanding debt in 
the company as of August 3 1 ,  2006 provides a fair market value of $1,358,000 for the equity in 
SSWWC on a control, illiquid basis under the income approach. 

It is important to note that the income producing nature of the intangible assets of SSWWC is 
included in the income that is generated for operating assets. As such, the value for intangible 
assets is inherently included in the value developed in this section. 

6.2 Income Approach from Municipal Perspective 
The iricome approach developed in Section 6.1 is based upon the hypothetical assumption that 
the owner of the utility is private. However. it is valid to question whether municipal ownership 
of the utility would result in a higher value under the income approach. 
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To assess this issue, RFC considered the operations and financial policies and objectives of most 
typical municipally owned utilities.” Municipal utilities are non-profit agencies that are 
typically run on a break-even basis. In any one year, they may generate small excess earnings, 
but municipal utilities typically reinvest those excess earnings in utility assets in future years. As 
such, most municipal utilities do not generate overall excess income. 

However, when a private utility is purchased by a municipal utility, there can potentially be 
excess revenues generated, as rates are typically set to recover expenses necessary for the 
operation of private utilities, such as income taxes. Since these expenses are not present for 
municipal utilities, there exists the potential for excess cash flow that could be valued. 

RFC has performed an analysis to determine the value of the excess cash that could be generated 
by a municipal purchase of SSWWC. In this analysis, rates are expected to remain constant 
while expenses are adjusted for municipal ownership, and then grown at the long-term 
expectation for inflation of 2.5% as discussed in Section 6.1.2. Eventually, the expenses are 
expected to grow to a point where excess cash is no longer generated, and rates must be raised to 
cover expenses on a break-even basis. 

Exhibit 6-8 shows the adjusted expenses for municipal ownership.2’ Adjustments were taken i n  
the municipal ownership scenario for the following items: 

Q 

a 

a 

Excess personnel (similar to adjustment taken by PSC); 
Other expenses allowed by PSC, but which would likely be reduced by municipal owner; 
One-time expenses, typically amortized by the PSC, but which would likely not continue 
under municipal ownership; and 
Expenses that would not be applicable under municipal ownership. 

Exhibit 6-9 shows the projected revenues and expenses over 15 years. As demonstrated in 
Exhibit 6-10, excess free cash flows is pmjected for the first 12 years. Afterwards, the 
pro,jections indicate that rate increases would be necessary. Using the WACC for municipal 
utilities developed in Exhibit 6-11, the value of the positive free cash flows for 2007 through 
2014 is approximately $633,000. 

’O RFC has performed over 700 rate and pricing studies for municipal utilities across the United States. 
” I t  should be noted that an adjustment was taken for the removal of building lease expense. It is RFC’s 
understanding that the building will be purchased with SSWWC cash on hand prior to the sale of the titilily. 
Although this transfer will occur after the valuation date of this appraisal, RFC wanted to demonstrate the impact of 
this adjustment in  this analysis for demonstration purposes. Removal of this adjustment decreases the valuc of the 
free cash flows under municipal ownership. 
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Khibit 6-8: Adjusted August 31, 
Unaudited Actual I Municipal I Adiusted 
t'r Endine 8/31/061 Adiustmentsl Yr Endine 8/31/06 

perating Revenues 

etered Water Revenue 
re Protection Revenue 

Adjustment 
Reference 

thei Water Revcnucs 

otal Water Operating Revenuts 

$ 525,253 $ (118,505) $ 406,748 

$ 17,103 !$ 118,505 $ 135,607 

$ 1,298 9; 1,298 
10.351 10,351 

$ 11,649 E - $  11,649 
- 

$ (7.699) $ (7,699) 
$ (7.699) $ - 9 ;  (7.699) 

21.053 $ 118505 $ 139558. 

later Utility Expense Accounts- 

Salaries. Wages. Pensions and tknetirs 
Pnrchnsed Water 
I'urchased Power 
Chemicals 
Materials and Supplies 
Contractual Services - Acct 
Contractual Services - L.egal 
Rental of Bld./Real Property 
Insurance - Vehicle 
Insurance - General Liability 
Insurance - Worker's compensation 
Insurance - Other 
Well Amortization Expense 
Ecluipment Rentals 
Transportation Expenses 
Regulatory Commission Exp 

- Amortizition of Kate Case 
- Other 

Miscellaneous Expenses 

'ob1 Utility OLLM Expenses 

lepreciation and Amortimtion 
I>epreciation Expenses 
Amortization E.xpense 

Total Depreciation and Arnortizatio 

'axes 
Taxes Other Than Income 
Income Taxes 

Total Taxc 

Total Utility Operating Expenses 

ltility Operating Income 

ITHER INCOME AND DEDUCTIONS 
Interest and Dividend Income 
Nonutility Income 
Miscellaneous Nonutility Expenses 

Total Other Income and Deduction 

VTEREST EXPENSE 
Interest Expense 

Total Interest Expens 

lET INCOME 

(a) Excess personnel 
(b) Other excess cost 
(c) One-time cost (non-continuing expenses) 
(d) Non-municipal expense 

106 Revenues and Expenses for Municipal Ownership 

523,061 
2.805 

525,866 $ 525.866 

IO.400 16.490 

E 512,356 $ - $  532,356 

220.21 3 
2.770 

38.653 
9.842 

42.205 
2.400 
3.137 

11.171 
3.986 

11.419 
3.442 
2,898 
8.346 
6.8 I D  
9.788 

47.4 3 0  1 

(7.714) 

(4.137) 
(9.900) 
(1.601) 

(2,898) 

(6.8 10) 
(3.726) 

172.774 
7.730 

38.653 
9,842 

39,492 
2.400 

1.27 I 
2.385 

11,419 
3.342 

8,346 

6.062 

- I  8Wi (890) 

12.882 ( 12.882) 
E 90,396 $ (38,391) $ 52.006 
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Exhibit 6-1 1 : Discount Rates for Municipal Scenario 
I 
COST OF DEBT CAPITAL 

Rate on Municipal Bonds (1) 
Tax Rate (2) 

Post-Tax Cost of Debt 

4.53% 

t- I 
COST OF EQUITY CAPITAL 

Risk Free Rate - Lonq-Term U S Treasurv Bond Yield (3 4.60% 

Equity Risk Premium (3) 7.10% 

Adiusted Equitv Risk Premium 5.50% 

0 .OO% 

Beta for Water Companies (4) 0.775 

Small Company Risk Premium (5) 
Specific Company Risk Premium (5j 

Total Buildup of Cost of Equity Capital 

DEBT STRUCTURE (6) 
Debt as Percentage of Capital 
Equity as Percentage of Capital 

27.0% 
73.0% 

WEIGHTED AVERAGE COST OF CAPITAL (WACC) 
Weighted Cost of Debt 1.22% 
Weighted Cost of Equity 

Weighted Average Cost of Capital 

( 1 )  Value Line's Select Yields - General Obligation Bonds (25/30-Year A) (Value Line Selection and Opinion, September 8, page 947) 
(2) No tax for municipalities 
(3) Key Variables in Estimating the Cost of Capital, SBBl Valuation Edition 2006 Yearbook (based on 2005 data) 
(4) Median beta for the 8 publicly traded water companies reported in the April 28, 2006 Value Line Investment Survey 
(5) Based on the appraiser's judgment and experience. Water supply issue would be less significant under municipal ownership 
(6) RFC/AWWA Water and Wastewater Rate Survey (for small "Group C" utilities). 

Based upon this analysis, the value of the free cash flows under municipal ownership is less than 
the value of the free cash flows under private ownership of the utility. Therefore, this approach 
has been discarded for valuation purposes. 

The fair market 

fair market value o 
has been discarded. 



In performing the market approach to determine fair market value, RFC considered the Direct 
Market Data Method. 

7. I 

As discussed in Section 5 ,  the Direct Market Data Method assesses value based on sales of other 
water companies. This approach is based on the Principie of Substitution, which is as Foiiows. 

The economic value of a thing teiids to he determiized by the cost of acquiring arz 
equally desirable substitute.” 

The Institute of Business Appraisers, Inc. (“IBA”) expands upon how the Pririciple of 
Substitution should be viewed: 

“The key words here are ‘equally desirable.’ That is, the Principle of Substitution 
does not call for ‘identical’ business as substitutes for the target business. Instead, it 
calls for investments whose desirability is equal to that of the target business.”23 

In selecting companies to use in applying the Direct Market Data Method to valuation, it is the 
task of the appraiser to identify companies that are equally desirable in terms of investment. The 
IBA indicates that the companies chosen must be similar and relevant. The IRA defines similar 
as “engaged in the same business as the target company” and defines relevance as “the 
investment characteristics involving these guideline companies should meet the investment 
requirements of potential buyers for the business being apprai~ed.”’~ 

Other references cite similar standards for selecting companies for use with the market approach. 
Shannon Pratt’s Business Valuation Body of Knowledge indicates that “the object is to find 
companies that experience similar risk characteristics.”2s 

For reasons discussed at length in Section 4, the risk characteristics of investing in regulated 
water utilities are very similar for the vast majority of water utilities. Private investors in the 

77 --Introduction to the Direct Market Data Method of Valuing Mid-Size atid Smaller- Clore1.v Held Businesses, The 
Institute of Business Appraisers, Inc , Copyright 2003 Publication P-409, Pages 1-3 and 1-4 
’’ Ibid. 
’‘ Ibid 
l5 Business Valuation Body of Knowledge Second Edition Shannon Pratt. Copyright 2003 by John Wiley & Sons, 
Inc. Page 144 
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water industry know that, regardless of the physical characteristics or the previous financial 
characteristics of a particular utility, they will e m  a guaranteed rate of return on their 
investment. As compared with other industries, a private investor will have no risk from 
competition, and any expense risk, such as risks associated with environmental regulation, rising 
operation costs, etc., would be passed on to the rate payer, with the investors still earning their 
rate of return. Even if the previous owner did not make proper investments in the infrastructure 
or was not profitable, the new owner would have the ability to make necessary improvements 
and raise rates so that their allowed rate of return is achieved. In essence, the physical and 
financial characteristics of a utility should be relatively transparent to the investor since they 
have little or no impact on the investment risk. 

There are some criteria, however, that do affect investment risk. First, not all investments in 
terms of size would appeal to a particular type of investor. Second, other factors such as ongoing 
litigation, current regulatory problems, or negative public perception might be viewed as more 
risky to the investor. These factors should be considered when selecting appropriate companies 
used in the various market approaches. This being said, the fact still remains that most utilities 
within a certain range of investment size have very similar investment risk characteristics and 
should be considered as appropriate companies. 

t 

The ultimate weight and credence accorded to the market approach analyses is highly dependent 
on the number of guideline transactions used for each analysis. Shannon Pratt’s Busiriess 
Valuation Body of Knowledge gives the following guidance related to number of companies: 

= “The better the comparability, the fewer needed. 
One is better than none, but then the public guideline company method usually 
cannot be the primary valuation method. . - 
Three could be sufficient if the companies have very similar risk profiles. 
Five to seven good guideline companies is the goal. 
Number of good companies affects the weight accorded to the method. 
If more than 10 good guideline companies are available, criteria may be tightened 
to include only those most comparable.”*‘ 

= 
= 
= 
= 

l6 Ibid. Page 145. Page 1.58 indicates that the criteria for selection for Direct Market Data Method is similar to 
publicly traded guideline company criteria. 
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7.3 Direct Market Data Method 
The Direct Market Data Method examines sales of companies within the water industry. 
Transactions for water utilities can be valued using purchase price as a multiple to various 
financial data points such as revenues and net utility plant value. 

Twelve transactions were obtained for estimating the value for SSWWC under the Direct Market 
Data Method. In order to determine the market multiples, data is gathered for the rekvant 
transactions. The majority of the data is obtained from final orders approved by a regulatory 
commission, or through press releases specifying the terms of the sale. Orders and press releases 
usually specify the consideration paid, which includes the acquisition price (stock or cash) and 
any debt assumed by the buyer. 

Various data points for each company being sold, such as net utility plant value, revenues, and 
number of Customers are obtained from the information provided in each company’s IO-K report 
filed with the SEC, 8-Ks filed with the SEC, the annual report filed with the regulatory 
commission, or press releases. 

The ratio between the acquisition price and net utility plant value and revenues is caicuiated for 
each company. The median of these ratios are shown in Exhibit 7- 1 .17 No relevant sales could be 
found for the state of Kentucky. 

The medians of market value to net utility plant, revenues, and number of customers can be 
applied to the SSWWC’s revenues, net utility plant value, and number of customers for the most 
recent fiscal year in order to determine a value. The results of this analysis are provided in 
Exhibit 7-2. 

Based on the results of this analysis, an extremely wide range of values is indicated. This wide 
range is due to the fact that the relationship of the net utility plant to revenues to number of 
customers is very different for SSWWC as opposed to the other utilities. 

To account for the discrepancy, RFC performed a regression analysis that created a formula that 
can be used to estimate the value for the utility using all three factors simultaneously. This 
formula was considered reliable as it provided an R square of 9196, indicating that 91% of the 

The sales price, or consideration paid, was the price paid for the utility’s total invested capital, including both debt 27 

and equity. 
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variability of the price in these transactions can be explained by the three variables. 
resulting formula is as follows: 

The 

Value = 0 . 5 0 6 ~  + 0 . 6 9 4 ~  + ‘I: 5482. i- -594,124 

Where: 

Value = Consideration to be paid tor the invested capital in the utility 

x = Net Utility Plant 

y = Revenues 

z = Number of customers 

As demonstrated in Exhibit 7-3, the value for the invested capital in SSWWC is $1,501,000 
based on this formula. The detailed statistical data supporting this analysis is provided in 
Appendix G. 

Exhibit 7-3: Application of Direct Market Data Ratios to SSWWC Financials 

Foi mula Factor 0 5059 0 6941 547 9546 
Customers I I Net Utility Plant 1 Revenues I 

hlultiplied by: SSWWC Fin;incids i 2.282 925.332 $ 542.356 $ x 
s 468,131 $ 376.573 $ 1.250,432 $ (594.124) 

I IRSir Marker Value to lrivesred Capiral on a Control. Illiquid Basis s 1 501.01 2 

Less: Interest 13earing Debt 
(as 0 1  August 3 1, 2006) 

$ ( 138.048) I 
[Fair Market Value to Ihoitv On a Control. Illiuuid Basis L _ _ _ _  1,363.0Q I 
No adjustments for illiquidity and control are necessary since these transactions are similar in 
character to the subject transaction. However, the consideration paid for each utility in this 
sample was for both the debt and equity of the utilities. Therefore, as the subject of this appraisal 
is the equity of SSWWC, the debt for SSWWC must be removed from this value to determine 
the fair market value of the equity. As indicated in Section 6. I .6, the interest-bearing debt for 
SSWWC is $138,045, which provides a value of $1,363,000 for SSWWC under the Direct 
Market Data Method of the market approach, as demonstrated in Exhibit 7-3. 

KEY OBSERVATIONS 

0 The fair market value of the SSWWC under the Market Approach on a 
control, illiquid basis is: 

o $1,501,000 for the invested capital in S S W C  
o $1,363,000 for the equity in SSWWC 
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Under the net asset approach, a value is determined for the tangible assets of a utility based upon 
the market value of those assets. There are generally two groups of assets for SSWWC: ciirrent 
assets for working capital and tangible utility assets. 

To determine the reproduction cost new less depreciation (“RCNLD”) values foi the SSWWC 
utiiity assets, K r t d  first escaiaieci iiic: urigiiiai vdue of the SS‘:t”v’:C i,iti!ity assc::; :G cuirent 
dollars utilizing the Handy Whitman Index. This value represents the cost to replace the assets 
new, or replacement cost new (“RCN”). The assets are then adjusted for a depreciation factor to 
estimate the RCNLD. To make this judgment RFC relied upon both the book depreciation of the 
assets and discussions with SSWWC staff. As shown in Appendix H, assets were generally 
assigned a percent condition (or percent depreciated) based on the depreciation indicated by their 
respective book depreciations However, given that many assets may be fully depreciated, yet 
still functional, a percent condition of at least 50% was assigned to the assets. 

1-- 

Mr. Hannah reported that many of these assets were in good condition, however, given their 
general predictive and preventative maintenance program of “run to failure”, RFC believes the 
analysis performed in Appendix H is representative of the RCNL,D value of the facilities. 

8.2 €xcess Earnings Method 1 €conomic Obsolescence 

The Excess Earnings Method estimates the value of the rion-discrete intangible assets by 
calculating the difference between the value of the earnings and the value of the tangible assets. 
The amount by which earnings exceed the tangible asset value can be linked to the value of the 
non-discrete intangible assets, such as goodwill. However, if the tangible asset value exceeds the 
earnings, the economic obsolescence of these assets should be considered. 

8.2.1 Calculation of the Economic Obsolescence 

Exhibit 8- 1 estimates the required return on the operating tangible and intangible assets using the 
required rate of return for private investors developed in Revised Exhibit 6-1. This required 
return is deducted from the 2004 earnings to estimate the income shortfall due to economic 
obsolescence. This figure is divided by the capitalization rate for excess earnings, which is the 
rate of return plus the long-term sustainable growth rate of 2.5% developed in Section 6.1.2. 
Based on the capitalized income shortfall, 58.4% of the value of the tangible and intangible 
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assets under the net asset value is obsolete for economic reasons (further discussed in Section 
8.2.2). As a final step, those assets that are not tied to the production of income are added to the 
adjusted asset value. Rased upon this analysis, the value of SSWWC under the asset approach is 
$1,570,000. 

Exhibit 8-1 : Net Asset Value Adjusted for Economic Obsolescence 
I 

2007 Normalized Earnings (Free Cash Flow) (Exhibit 6-6) $ 7 ),2 2 3 

Less. Return on Tangible and Intangible Assets 
Net Asset Value of Operating Asscts $ 3,008,267 
Working Capital as of August 3 1 ,  2006 124,375 

$ 3,ii i ,642 

6 9610 ---I 218032 
Rate of Return (Revised Exhibit 6-1) 

Total Required Return 

Equals: Excess Earnings (Income Shortfall) 

Divided By: Direct Capitalization Rate (a) 

Equals: Capitalized Income Shortfall 

$ (147,809) 

$ (1,562,465) 

Economic Obsolescence Percent 
(Shortiall/Net Asset Value of Operating Assets) 

-49.88 % 

Asset Value Adjusted for Economic Obsolescence (Rounded) 

1,570,000 ; ~~ 

(Asset Value * ( I  i- Economic Obsolescence YO)) 

Total Value of Tangible and Intangible Assets to Investment Value 
after Adjustment for Economic Obsolescence 

 less^ Interest Bearing Debt (as of September 30, 2006) 

Fair Market Value to Enllitv Under Asset Approach 
(a) Rate of Return for Tangible Assets plus Long-Term Growth Rate of 2 5% 

- 1 432 000 

No adjustments for illiquidity and control are necessary since the asset approach considers the 
value of the individual assets themselves. However, the asset approach values the entire asset 
base, or invested capital in the entire Company. Therefore, as the subject of this appraisal is the 
equity of SSWWC, the debt for SSWWC must be removed from this value to determine the fair 
market value of the equity. As indicated in Section 6.1.6, the debt for SSWWC is $138,048, 
which provides a value of $1,432,000 for SSWWC under the asset approach. 

8.2.2 Regulation as the Driver for Economic Obsolescence 

Often times, the RCNLD value estimates the cost of entry into the utility business, moving the 
industry from a monopolistic to a competitive environment, where customers can choose from 
more than one utility in selecting water or wastewater service. However, competition in the 
water and wastewater industry is scarce. This is due to several barriers to entry such as the 
requirement for high capital expenditures associated with infrastructure, the existing connectivity 
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of customers to plants, and limited access to raw water resources and environmental permits. 
These barriers to entry facilitate the continuance of natural monopolies. 

As a monopoly, private water utilities are regulated by public service commissions, like the 
Kentucky PSC, and are only allowed to charge rates to earn a fair rate of return on their expenses 
or investments, irrespective of the investment that would be required to replace the assets. 
Buyers of utilities in the marketplace are hesitant to pay values significantly over rate base since 
public service commissions typically only allow minor ad,justments, if any, to the original rate 
base oi set of expenses upon which the new owner will be able to earn a return. In essence, the 
rate base or expense base from a selling utility carries forward to the purchasing utility, 
irrespective of the price paid for the utility. 

Public utilities are also regulated by elected or appointed officials who must answer to the voting 
populace for decisions, activities, and rate setting practices. In these instances, rates are typically 
set to cover the cost of operations and any new capital investments, and are not linked to the 
costs associated with replacing the entire system as a whole. 

If a willing buyer, either private or public, were to consider purchasing a utility, i t  would 
evaluate the investment in terms of the expected return on the investment in  relation to 
alternative investments available. Therefore, a willing buyer, with a certain level of risk 
tolerance, would not be able to recoup its investment if it paid a value for the utility similar to the 
piire RCNL.D value developed for SSWWC of $3 million, since the buyer could earn a greater 
return on their investment elsewhere at the same level of risk. This rational hypothetical buyer 
would, therefore, look elsewhere to invest hidher money. This is why this adjustment for 
economic obsolescence is necessary to properly value the utility under the asset approach. 
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The following values have been developed under the various approaches: 

Income Approach 
Private Ownership (Section 6. I ) $ 1,496,000 $ 1,358,000 
Municipal Ownership (Section 6 2) 6 7 3,000 495,000 

Market Approach (Section 7.3) $ 1,501,000 $ 1,363,000 

Asset Approach (Section 8.2) $ 1,570,000 $ 1,432,000 

It is important to understand which approaches are most appropriate to valuing this specific set 
of assets under fair market value, and to appropriately weight each approach to determine the 
ultimate value of SSWWC. 

9.1 Weighting of the Income 
As discussed in the Iriitial Appraisal Report, the income approach is particularly relevant for 
valuing SSWWC. As it relates to fair market value, the income approach is often seen as the 
preferred approach for valuing operating companies, including utilities. Revenue Ruling 59-60, 
which gives guidelines and insights for valuation under fair market value, states: 

“In general, the appraiser will accord primary consideration to earnings when’ 
valuing stocks of companies which sell products or services to the public.. . ,,28 

Related to the appropriateness of the income approach, the Institute of Business Appraisers goes 
on to state: 

“Revenue Ruling 59-60 states that earnings are preeminent for the valuation of 
operating companies. While there can be some debate over what precisely is 
meant by preeminent, there is little to no disagreement with the message that 

28 Internal Revenue Service, Revenue Ruling 59-60: 1959-1, Congressional Bulletin 237, Section 5.  
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earnings-driven methods should, generally speaking, be the primary method when 
valuing operating companies7329 

The income approach is particularly supportable when valuing regulated utilities. As 
monopolies, private water utilities are typically regulated since competition is not present to hold 
rates in check. Regulatory bodies use an allowed return on investment in the company, or “rate 
base,” to establish what type of income a private entity is allowed to earn. Due to this regulation, 
the utility is allowed to continue to operate as a monopoly and is generally guaranteed its 
recovery of reasonable costs and an appropriate return. Therefore, the income producing ability 
of a regulated utility is much more predictable than that of a non-regulated business 

Given these factors, RFC has assigned a weight of 80% to the income approach under private 
ownership. No weight has been assigned to the municipal approach as this approach undervalues 
the utility. 

9.2 Weightin 
Generally speaking, the relevance and weighting of the various market approaches are dependent 
on the number of transactions and the quality of information that is gathered for the guideline 
public companies or for the utility transactions. 

In general, if transactions with similar investment risks are located that are believed to not be 
affected by synergies of the buyer of the comparable utility, this method might receive 
significant overall weight. However, this weighting decreases as the investment risks are less 
similar, or if data is not available that would give additional information of potential synergies. 
Furthermore, the difficulties in assessing stock transactions can further complicate the 
application of a significant amount of weight on this method. To the extent there are several 
transactions, concerns related to synergies are mitigated by the size of the sample, and more 
weight can be accorded to this method. 

Although there were an adequate number of transactions identified in the Direct Market Data 
Method, several of these transactions were relatively old, and it is difficult to determine, based 
on the data publicly available if these transactions were truly arms length with willing buyers and 
sellers without compulsion. 

Given these factors, RFC has assigned a weight of 10% to the market approach. , 

0 

Institute of Business Appraisers &Day Workshop Mastering Appraisal Skills For Valuing the Closely Held ?O 

Business, Chapter 2, page 2 
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9.3 Weighting of the Asset Approach 
For a relatively new system, there is less controversy in calculating RCNLD since original costs 
and reproduction costs are not materially different. As a system ages, however, there is 
increased uncertainty as to the remaining life of facilities. In addition, estimating depreciation 
can become speculative, particularly when a majority of a system's assets are underground, and 
adjustments are often necessary for elements of functional obsolescence (assets not used and 
useful) and economic obsolescence (value that can not be economically justified). 

In particular, the economic obsolescence calculation (Exhibit 4-2) has a significant impact on the 
value under the asset approach. The large discrepancy between the earnings of the system and 
the required return on the operating assets indicates that an investor could not pay the non- 
adjusted net asset value and recoup its investment. Instead the non-adjusted net asset value 
indicates the cost of entry into a monopolistic marketplace. This high RCNLD value in itself, 
explains why the water industry remains monopolistic. 

Since such a large portion of the value of the assets is economically obsolete, little weight should 
be accorded to this method. The 
Institute of Business Appraisers states: 

Authoritative documents have weighed in  on this issue. 

". . .total earnings are less than the market's required return on the investment of 
the tangibles; hence, they will not sell on a replacement cost fair market value 
basis as a going concern. The fact the tangibles could not be replaced for less 
than [the required return on the tangible assets] is not relevant as the report has 
concluded the fair market value buyer would not buy them for their replacement 
cost as that investment will not produce the required return. In other words, the 
buyer would know this material fact - I can get a higher return with this measure 
of risk or the same return with less risk in alternative investments. Remember the 
definition of fair market value, the arties have knowledge of the relevant facts 
and are acting without compulsion. 3 t  

As a result of the investor not being able to recoup such a large portion of hisher investment 
with significant adjustment for economic obsolescence, the asset method is accorded a weight of 
only 10%. 

9.4 Application of Weighting and Determination of Final Value 
Given the issues and relevant weightings discussed in this section, the application of the 
weighting of the various approaches and the ultimate value of the invested capital in SSWWC is 
displayed in Exhibit 9-2 and the value of the equity in SSWWC is displayed in Exhibit 9-3: 

Institute of Business Appraisers %Day Workshop. Mastering Appraisal Skills for Valuing the Closely Held 30 

Business, Chapter 8, page I O .  
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d Capital 

Income Approach 
Private Ownership $ 1,496,000 80% $ I ,  196,800 
Municipal Ownership 

Market Approach $ 1,501,000 10% $ 150,100 

$ 1,570,000 10% $ 157,000 

ApproachMethod 

Exhibit 9-3: Weighting of Valuation Approaches to Develop Final Value to Equity 
Value of Weighted 

Euuity Weight Value 

Income Approach 
Private Ownership $ 1,358,000 80% $1,086,400 
Municipal Ownership 495,000 0% 

Market Approach $ 1,363,000 10% $ 136,300 

Asset Approach $ 1,432,000 10% $ 143,200 

Fair Market Value 100% Interest in Equity of SSWWC $1,366,000 
on a Control, Illiquid Basis (rounded) 
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APPENDIX A 

TERMS AND DEFINITIONS 
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1 Current ht teb3  August 31, 21K)8 
Checklng $ i5 ,652  02 Bank statement 
Cust Deposits $? 255 51 Bank statement 
Savrngs $3,716 46 Bank statemerit 
CashonHond $200 00 
Accounts Receivable $50,201 12 Billing Report 
Collectabls Aged Receivoblrs $7,,WO 00 est over 60 deys 
Total Curren! Aaseta 5144,525.11 

2 Curmnt Liabilities August 31, 2006 
Ac&hts Paysble $12,895 08 check rsgister 
Cust Deposits Payable $7,255 51 iritorost bearinO 
Total Cu rant Llabll itiss $20.1 60.99 
Total Long Term tlabllltlaa $130,792 82 intarcst bonring Rnnk ~taforner-d 

3 88 75 Sheres outstanding IS correct Sorrioonc must of rounded (0 09 shares 

4 Yes, stondord prorfidure Cities are nosicolly prior approved to nosrete iiiilitios 

p r  rqmi red by .I OR tl8 n nah 
60tj1933-353 1 
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Ernie Fletcher 
G tS ve I'flf31 

LaJuaria S Wilcher 





Ern i e FI e tc t i  e r 
bciver 1101' 

E i.j '"# ci ivi EN TA AN u E N c;A E 

DEPARTMENT FOR ENVIRONMENTAL PROTECTION 

Division of  Environmental Services 
Centralized Laborcitory f- ac:ili!y 

100 Sower Blvd Ste 1 0 - 1  
F-rankfort Kentucky 4 W I  l - f?L'- ,  2 

To: i)ivision of Water 
14  Rellly R ~ a d  
Frankfort, ICY 4060 I 
ATTN Donna I 4 r r i I 1 1 i  

County: (;rcci1rrL> 
Collected By: f r i d  ( 'oopcr 
D e l i v e r e d  By: 
Received BY: 1cnn1tt.i C ILuk 
Sample Matr ix :  Water 
Sample 1dentific:ttiori: I tottoni I IIICI 113 

llii~tecl l ' L ~ ~ c e l  S e n  ILC 

'I'i 111 e: 
'I irne: 
l i m e :  

L; rab 

L a J u a n a  S Wilcher 
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APPENDIX E 

SO~JTH SHORE WATER WORKS COMPANY 
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C: O M MO N WE A L TH 0 F K E N TU C K Y 

BEFORE THE PUB1 IC, SERVICE COiVivlISSiON 

In the Matter of 

O R D E R  



Cornmission Staff performed a limited financial review of  South Shore's 

operations. and or1 Jcirie 20. 2003 ihe Commission issiied a report containing Staff's 

findings and reconimenclations regarding the prcposecl ratss I r i  iis rsport Staii's 

recornmended pro forma operations, an allowance for income taxes, arid an 88 percent 

operating ratio, result in a revenue requirement from rates o f  $542,1 IO, an increase of 

$44,428 or 8 20 percent over Staffs normalized revenue from rates of $497,682 

All parties were directed to file written commerits upon Staff's findings and 

recommendations or to request a conference or hearing rio later- than June 30, 2003 

On Jtine 27, 2003, South Shore filed its coinrnerits advisinc_i the Corriniission that i t  

accepts Staffs recommendations and that it will riot request a hearing 

The Cornniission, having considered the evidence of record and being otherwise 

:;I 1 I I IC I C  1.1 t I y arl visecl , t i i - i r i s  ilint 

I The [;.!( o i i i i i i i  i i(l;itioiis ; . i [ i t l  hii(liri<j::, o r i : ; i i i i t . t !  i i i  i l l ( .  :-;!;iff i.:eport r i r~ :  

sr.ipportetl by the evidence of record ar-id are rt?asoriable 

2 The wafer rates rec;or-nmended by Staff ;:ir-icJ coritai:it;'cJ i r :  Appe:idix A will 

proclcice Staff's recornrnerided revenue recliiirenient of 1b542, I 1 (J 

I-r IS THEREFORE ORDERED t h a t  

Z?c!ff r2snnr t  2:s '1 L . - r ' a o  

a h ~ I t ? c J  and incoiporatei:i t ~ y  refererice into ilkis C)i-cit.r n : ~  i f  f r i  

J 
i TI it! w;i i t t r  i , I i t  ::, I (;it. ( 1 1  I i r  iii~ii i( I t .* (  i i I , /  S t ,  I ii : I I i i  j I .  ( 1 I I i :  i i !  i b  . (  i i i I Appt i i  id i x I'\ ;I  r Y: 

~ ! ~ ; i ~ ~ . I ~ - r ~ : c j  t , y  ,i::;iii.i!ii :.,tior? I i i i  ' i i i ~ i  iilil; ! ~ l ! . l - j < 2 i  

.I WIithifi J.1 cILi;,s \)f !tic! (date c!f tiii.; (.-i:(ler c , : I , , ) , ?  vii'. ., ci 1 1  i i lp  ~ v i  i I I I i 1.; r<: 

Cor-nniission its revised tariti setting the rates approved iieiein 

-2 Case No 2003 00044 



Ex e c ut  ive 17 i rector 



APPENDIX A 

APPENDIX TO AN ORDER OF TtIE KENTUCKY PUGLIC SERVICE 
COMR4ISSION IN CASE NO 2003-00044 DATED TIJ~. :  7. ‘OO i  

The following rates are prescribed for the c,crstomers in the area served by [tis 

South Shore Water Works Company All other rates and charges not specifically 

mentioned herein shall remain the same as those in effect iincler authority of the 

Cornmission prior lo the effective date of this Order 

MONTHLY RATES 
_ _ _ . _ ~  

Water Rates 
First 1,000 Gallons 
Next 9,000 Gallons 
Over 10,000 Gallons 

-______. _ _ _ ~  

Fire Protection Rates 
Hydrant Charge 
Fire Line Charge 

--.--I._....-._-... ..I 
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: - , 1 t t t  ! ' I '  I 

E D  U CAT I 0 N 
PAYS 





e n U CAT1 0 N 
PAYS 



(C 0 M bl0 N WEAL T t-d 0 F K E NTU I: K Y 

BEFORE 1 HE fJUGLIC' SERVICE C(3Tvlh~lISSl(.)N 

In t h e  Matter of 

AN ADJUSTiVlENT OF RATES OF T H E  ) CASE NO 
SOUTH SHORE bVATER WORKS CO ) 2003-0004-1 



Executive Director 

Case NO 2003-00044 





Ait:icI~iiit~:nt i? tr. i i i t t )  ;:!-)niparisc-)il of South Shore's acttral and pro forma 

operations Based upon Staffs rtxomniendations, South Shore's oper..itir-ig statemmt 

~.~;C~I.JI~ a p p 3 a r  a s  _;?I Tonti I ; )  ;iiiaciii>ient B 

A s  slii)wn ii-i Art;ic.liirtent C, Staff's recommended pro forma operations, an 

,aIlmvance for inccrme ta , ~ ~ t i i l  ii 88 percent operating ratio, results in a revenue 

requirement from rates of 8542,l IO, an increase of $44,428 or 8 20 percent over Staf fs 

n (3 r m a I i z e d r e  \/en c i  e f ro  i i i  i c?  t e s (2 f $4 9 7 ,6 8 2 Staff's re coni m e nd e cl re ve ii ii e r eq ci i re im e n t 

from rates will allow So[rtli Shore to meet its .pro forma -test-period operating expenses 

in c. I t.i d in g cl e p re c i a t io ti ex p E: r i st: a r i  cf p r nv i cf e f o r  ad ecl u a te eq ci i t y g row t l i  S t a ff ' s 

proposed rates are cnli:i tI;ittid iri t h e  Cost-of-Service Study attached hereto as 

i?itac hi iw~- l r  i 1 

(??I 
-'-LL / I  ? f r' &,&+ _ _  
Prepared by Mark C Frost 
Financial Analyst, Water an(] S e ~ v e i  
Revenue Requirements Bran[ h 
Division of Finaiicial Analysis 

-2- 



APTAC,tllvlEN T ('4 
STAFF REPORT CASE NO 2[3.l2-000U 

SOUTH SHORE'S PRO FORILIA CIPER,4TIONS 

0 p e rat i n y R eve n i i  e s 
VJcl t e r Sa le s 
Other Operatiny Revenue 

Total Operating Revenues 
Operating Expenses 

Operation & Maintenance 
Wages 
Salaries 
E in p I o y e e I n s u ran ce 
Pensions 
Power Plant 
C he mica Is 
Materials & Supplies - Office 
Materials & Supplies - Plant 
Well Amortization Expense 
P u r c h a sed Water 
Materials 8 Supplies - Distribution 
R e s e rv o i r ,417-1 o rt iz a t I 10 n 
kcc.: c) I i n t i n g 
Acc ciiir-iting -- Ainortizatioii 
I.. !e LJ 21 I 
I..eg a I ;?rr io ri iza i i o r i 
Property Rentals - BtiildincJ 
F>iopt'l-ty ier-lses rar-lks 
Property Rentals - Easements 
t c\ I I i p ni e r~ t Rent ;I Is 
TI a 11 sport at i o n Ex p e I i se 
Insurance - Vehicles 
I n s c i  ra n ce - P rope rt y/Li a bi li ty 
W/o r k e rs ' C o m pe n s a t i  o n 
Insurance - Other 

iota1 Operation 8. blaint Exp 
PSC Assessrrieni 

ci t" ) re! ci ;-I i i c) i'i 
15c::. , .  

Test Period Pro F o r m  Pro Forma 
Opera t i o n s Adj t i  s t in e n t s C) p e ra t i o n s 

506,918 
12,434 0 12,434 

$ 481,684 -$ 37,1368 $ 5 19,352 

r -. ,-. ,?. S 469,250 s 3 i , v t - i S  S 



N c7 n - 0 pe rat i n g I n c,o ni e/( E Y 13 e n s e ) 
<- 5 , I :?I 2 i: Jobbirq Revenue 3 c' 

Jobbing Expenses 0 
I r i  teres t I nco me 1.22 1 1: 1 '1 , 2  3 I 
Interest Income - Investment 7'52 (752)  0 
Re GIJ rri n g Non-U t i I i t y I n co nie 270 C) 270 
Interest Expense I, '1 .1 ,447) ti 1 ( 10,566) 

(3,943) -~ Total Nan-Operating lncor-ne/jE:xp ) $ 999 -$ (4,942) $ 
43,463 - 

_____.-- . . - . . 
Net lncoiiie Before Ir-rcoiiie Taxes 

Attachment A 
' ,ase NO 2003-00044 



lest Pt'llCJfj t'ro Forrna Ad] Pro Forrna 
C)pr?rations Adjustments Ref Operations 

C) p e r a i I iig Rev en ii? s 
iNater S;ik:s 3: ..I :l<fi(?5;[ 15 31,025 (b) s 497,682 
Fire Protection - Hydrants 2,596 (188) (a) 2,408 
Other Operating Revenue 12,434 0 12,434 

$ 512,524 - Tot a I 0 pe ra t i iig f? ev e r-1 ii e s iP 48.1,68-1 $ 30,840 

Operating Expenses 
Operation R Maintenance 

Wages !L 
Salaries 
Em p lo y ee I i 1 s ct r a  r 1 ce 
Pensions 
Power Plant 
Chemicals 
Materials 8 Supplies - Office 
Materials 8 Supplies - Plaiit 
W k  I I A rn o rt I za t I o ri Ex p e I is e 
P 11 rc h x e d  Wa t e I 
hl a t e r I ;I Is 3 5 it p 1 ) I  IF::) . I'i I r? t r i  t ) i i  i i r) 1.1 

E i;'s c r\jrii I 9% I I ) 1.1 I i ci t I C I  r I 

C?c~c;ou I i t i r q  -- Ai I i L ) ri I 

Act :c1 I I r It I I I!.] 

I- t3 9 Cl I 
L.ecJaI AI nul ilzatlciil 

i t i i  ) i i 

Prop e r t v i i  e n t a Is -- U i I il i f-1 

Properly LLeases - TarIks 
F' r o  pe r ty Re i i  t;i I:; --- E ci se I I it: I i t s 
E y ti i prn e 11 t Fie n t ;f Is 
Tra ii spo rt a t i on i- >, pe ii se 
1.e a s e 're r 171 i ri ci t h i  I A r 11 cj rt I :! a t IO i i 

Iris 11 ra Ii c. e - \/e ti i c:l es 
Iris i i  ra  ri c e - -  P rope rt y/L. I ; I  bi 1 1  t y 
~ i ,  i . - . i , , . . . - :  I - ,  .-.-._.,.. ...-,. i;- ._ 
v ~ ! . . i i n r ; i >  \ . , ~ ~ i i i ~ ~ r ; i i ~ ~ i i i ~ i i i  

3,652 
(2 3,084) 
(15,124) 

0 
0 
0 

(1,980) 
(2,845) 

360 
( 1  2G7) 

I 39 1 74) 
(7 
0 
0 

{ 1-!,!358) 
0 
0 
0 

967 
(2,344) 
2 ~ 576 

0 
0 

0 

(800)  

n 
I J  

1,illl 

$ 125,365 
51,303 
39,289 
2,873 
34, '1 36 
10,970 
7 8,5 3 7 
10,099 
6,032 
4&247 
(-5 , 9 2 3 
6,805 
2,400 
600 
'I 33 

9,0'14 
9.900 

1350 
300 

.13,044 
6,343 
2,576 
3,232 
6,043 

2,898 
$ 379,592 

8 94 
I >!,',lL18 
'I :.;,t;:1.1 
46,542 

c c o n  
J , V U V  



N on- 0 pe ra t i ng I n c mi e/( ,  E x p 
J o is b i rig R t : '~  eri ( _ I ?  '3 1 ,Y) 2 4 :.; ( t i J32 j  ( a )  5 5,132 
,.Io b b i ri y E ,+ p E, n 32 s ! G  1 )  iii ( 3 )  0 
I nterest I ricoine '1 221 0 1 2 2 1  
I n le rest I ri ionie - I ri ve 5 t rrie r-i i 7.52 (752) (a )  0 
Recurring Non Utility Iiicrmik? 270 0 270 

( 3  I94 3 )  
I n t e rest E >: p ~ l  n se ( 1 1,447) 33.1 (a i  (10,566) 

-- Total Noii-Operatirig Iiiconie/(Exp ) !S 999 !!I (4,942) $ 

$I (63,198) 16 113,419 $ 55,221 
-______.____ - .. ..__.---I_..- 

N e t  Income Before Incoime Taxes 

(a )  Accepted ._ -~ Acljiistm?rils - - South Shori! proposes the follohing adjustments IJpon 

I - , -  ._ 



nor'malrz?d operating reventies from water sales of $506.9'1 8, ,v /hc i l  ! s  :337,G70 grzaier 

thari tie actiial test period level 

iisirlg the 2002 usage information Staff prepared its billincj :if-ialysis, which shows 

that Socith Shore's test-period water sales were 134,@45.100 gallons Applying the 

September 27, 2002 water rates to Staffs btlliny analysis results in a riormalized level of 

-. operating reventies froin water sales of $497,682, which is $3'1,028 greater than the test 

period level Accordingly, Staff adjusts test period operating revencies io reflect the 

results of its billiny analysis and to normalize reveiiiies to reflect a f r i l l  12-r-iwriths (,I the 

, 1-1 1 '-1 < . ~ i l  ' ., water rates 

(c) Salary  .. . .. As ttie president and majority stoc:khoIcJer, I 

ittSl?(.~rii;il,It' i (  ) I  ( J V ~ ~ l ~ e e ~ l l c J  the CIaily operatini'is c i f  S ~ ~ i t i . i  Shore: ti i : :~i i~l i i i  Sh(- i i t? '~ 1 2 ~ :  

liiirl, Staff focincl that Sor.ith Shore did not rlemonstr;iit-! I-ICI\JV PAr I laniiat-i'::, 

d~ i i i es  ciritl responsibilities had substantially changed s i i i c ?  its last ri-ite: 1, ;I 

JI i 9,500 1:; rt?;isonable compensation for the work perfori-i-ied by b l r  t - l a r i i i a h  lr i  Ihai 

proceeding Staff calculated a pro forma salary f o r  blr t-iannah ot :G49,C)28 i isiiig the 

base salaries established in the prior cases adjusted for t t i e  3 pe~ei - i i  (. 

allowances ("COLA") given to all other South Shore ernployeer; sir-i(,c '1 (397' 

<-. - 

th Shnre r-nnp;lres !!?e I l ~ i - I r I y  vi!x!F2t: ~ i ; i . i [ . l  [r.i ii.1.; f i  ! l l - t i r w  

i i i < ~ ;  ( I ~ J ~ . I  I i i i . :  ~ I , I I O ~ !  cliiriricj ille period of  1997 throuyti 2002 ;.iiicl c l_)iii 1ii1.1 

- 3- 



inc,Ii.iclirig the 2002 COLA of  i preen[ Soi.itl-i Shore arrives ai its pro iorina salary fo r  

Upon its reviem of Exhibit 7, Siaff deterniined that i i i  2002 South Shore gave its 

customary 3 percent CC)l.A Staff rEti;oiiinieiids that ivlr Hannah's salary be adjristed to 

ref led the 2002 average inerit wage iiicreases of 4.06 percent and the  3 percent COLA 

. 



the pro f o r m  salaries arid L\I~CJI?S of ttit-7 f i 1 1 1  -time employeits rec.on?meni-led herein 

Pro Forma full-time wages 
Add Fro forma salaries 
Total full-time salaries R wages  
Multiplied by Contribution rate 
Pro Forma Pensions 
Less Test Period Actual 
Pro Forma Adjiistinent 

3 112,806 

X 1 75% 
$ 2,873 
__ 3 ,673  
5- (800) ~ 

- 

(f) -____ Materials and Supplies - .. Plan1 S w t t i  Shore reports a test-period level of 

Application. Exhibit 8, Cktailec! L)es ription of Amortization Expense, Well 6 

C le a ri i r i  g 

- 5- 



Included in South Shore's proposed level is amortization for well #5 of $1,063, 

correcting the arnortir.atiori for the in~iriatic acid purchased on Janriary 15, 2001, Staff 

calculates a pro forma level of $6,032 as follows 

Accumulated 
Amortization Pro Forma 

Des (3 rip t io n Year cost Life 2002 Amortization 
Well if5 1998 !$ 5,313 5 $ 5,313 $ 0 
Weii 82 '1999. $ 
\Ne11 #9 2000 $ 
Wel l#11 & # # I 2  2000 $ 
M i.1 ria tic A c i il 2000 $ 
Well #2 2000 $ 
\Neil #I 2000 !J 
Weli #8 2000 ij 
tvl ci ria t I(: A c  I (1 2000 ti, 
blcir 1311(, AI _I( I L? 0 0 (7 ![> 
PA I i ria tic A ci t! 2000 !G 
hilliriatic /":I . i t 1  2 !? 100 :?> 
PA { I ria t i c. Ai .  I ( l  200 1 :6 
'Ne11 #9 200'1 $ 
bl c i  I i;i t ic  A c. I  t i 2001 !E, 
iv111 r i a  t ic; Acit! 2002 !j 
Well #4 2002 $ 
Well #5 2002 !$ 
Well #6 2002 $ 
Totals 
ILe ss Test - Pe r iod Ac, t ua I 
lim Forma Hdjcistment 

r .  

4,94 1 
3,650 
4,930 

400 
1,350 
1,350 
1,350 
270 
1 (50 
169 
i G!7 
( 1 3  

1450 
300 
ii 17 

2,639 
2,953 
2.668 

-- 

3,952 988 
2 ,  '1 90 730 
2,958 986 

240 80 
81 0 270 
810 270 
8 '1 0 270 
1GL' 5 4 
102 :i 4 
IO2 3 
i i), -1-7 

7 '1 56 
550 290 
i 20 ti 0 

1 2 3 
528 528 
59'1 591 
5 34 5 34 

$ 6,032 
8,877 

$ (2,845) 

.' ! 

I -3 3 I i d  

- 
-~ ______ 

axpenserj Therefore, the materials and supplies -- disrribLitioi1 expens? has been 

rerfLiced by $1,267 to eliminate the cost of the meter box Covers from the test-period 

-6- A Ita c.17 irne n t E3 
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in ttie depreciation expense adjustment 

( I )  Reservoir ____ Amortization - - -- - - __ In Case No 2002-00 i OS Staff arnorti;ed Soirth Shore's 

tank painting costs over 10 years South Shore proposes to amoitize t he  cost of 

parriting the Fullerton and Morton tanks over 10 years, wliiLh resirlts in a 1)ro forma 

reservoir amortization expense of $6,06 I ,  a reduction of $39.9 1 S to the reported test 

period level of $45:979 

torr-i-w level of reservoir amortization expense of $cj,SO5 >is follows 

Uescriptioil 
V I  ille-trion 
bl c) r to i I 
M o r t (.I r-i 
M 0 r to I 1  

tvl o r to 11 

M o r  t o 11 

Morton 
r\n ;I rig a r i ese Sand 
Repair Filter 
Pro Forma Amortization 
Less Test-Period Actkial 
Pro Form rl Ad j i i  s t  1-ii e r-I  t 

Year 
21302 
2002 
,'002 
2'002 
2002 
17002 
2003 
2002 
2003 

I: 1,748 
8 5 
5 7 8 
322 

1-266 
600 

1 ,410  
I98 
59s 

6,805 
45.979 

1:l (39,174) 



adjustment reflects amortizing o\'er 0 years the anticipated legal fees rel,ii?d to this 

To date South Shore ti3s inrcirreii iegal fees associatecl wiii this current 

proceeding of $1,135 and additional fees for Case No 2003-00N33 i)i 52,130 

Amortizing the legal fees ;issoci:ited with the prior rate case, the (-mipl:iiiii rase and 

this current proceeding ov?r 3 yearLs, Staff calculates a pro forma legal aniodization 

expense of $9,014 as follows 

Year Cost 
2002 16 G ,  160 

' See Case No :!002-00003, Soiitti Shore Water Works Compariy, Coinplaiiiant, 
v City of Greenup, Kentucky Def?nciaiit (Ji i ly 24, 2002) 



1 -.._ Lease ~ Termination ____.__._ Diirincj and s~i l iseqtient to the test period South Shore has 

1-k fees represented 
9 .  

pail i \ /e/ i ic / t l  kase t2rrninaiiiiri Tc:~:; i r i  itie aniocrrit of $7,729 

charcjes for excessive i i i i k s  anti wearitear to the leased vehicles South Shore 

proposes and Staff agrees that the lease tertnination fees should be ar-nortized over 3 

years, the terins of the respective ve!iicle leases Therefore, Staff recommends that 

operating expenses be inc,re,aseci by 152,576 

(1'11) _ _  Payroll Taxes Socrtii Shore proposes a pro forma payroll tax expense of 

$1 990, n decrease of $75.2 to the test period level of $15,37 1 This adjustment 

re i l  E: c, t s i t-i 3 c o r  respond in 9 i m pa c. t So I i t t i  S t i  o re ' s p r op  o sed sa I a ry an ti wag e a dj I s t in e 11 t s 

w o ~ i l c ~  ! i<ivt '  oil this expense Staff rec,uirimends that test period payroll taxes b e  

I ' I i i  FOI ilia f~ i l l - t i i~ ie W E I ~ ~ S  

Add Pro forrria salaries 
'Total kill-time salaries & wages 
bl LI I t I p I ied by C o ri t r I b 1.1 t ioi i I ;i te 
Pro Forma Pensions 
Less Test Period P,ctLi;jl 
Pro Forma Adjustmerit 

$ 112,806 
t 51,303 
$ 176,668 

- .-______- 

( r i i  [kpreciation. . -  --..-- Socitti Shore iepoi-ied test period clepreciation expense ut 

S7,729 (Vehicle Lease Termination Fees) - 3 Years = $2,576 1 

-9- Att a c; h men t E3 
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D~3sc.r i pt i o n 
Well #I2 
Well # 3  
Well #6 
Well #8  
P ci ni p i n cj E c i  ci I p 1716: I 1 t 
P 1 I nip in cj E q ii ip I rip I i t  
S e rv I c, e s 
Pro F nr I I I;] t l r l j  i 15, t I i it-11 ii 

-- Year 
3003 $ 
2003 :a 
2003 $ 
ZOO3 5 
io03 !!J 
L 0 0 3 t6 
20(33 !?l 

10- 

cos t  
3,876 
630 
650 

6,149 
3,091 
91 3 
680 

Pro Forma 
Life Depreciation 
5 :j 775 
5 126 
5 130 
5 1,230 
S 61 8 
10 91 
40 17 

5 2,987 __ 
- -_.__---I_-- 

At t a c h me [-I t B 
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ATTACHMENT (.; 

S TA F F’ S RE C 0 Mfifl E N D E D 
REVENUE REQUlREtvlEN r 

STAFF REPORT CASE NO ~!003-00c144 

Revenue Require men t De te rnii n a t io n 
Pro Forma Operating Expenses is 453 360 

__ - __ - - - - - 

Divided by Opsrating Ratio 
Sub to tal 
Less Pro Forma Operating Expenses 
Net Operating Income After Income Taxes 
Multiplied by Gross-up Factor 
Net Operating Income Before Income Taxes 
Add Pro Forma Operatirig Expenses 
Other Income 8 Deductions 
Total Kevencie Requirement 
Less Other Operating Reventies 
Fire Protection - Hydrants 
Revenue Requirement from Rates 

8 S l O  
‘5 5 1 5,187 

453,360 
$ 61,822 

t 6118633 
$ 99,649 

453,360 
3,943 

$ 556,952 
12,434 
2,408 

Revenue frorri Rates ___ - - 
Revenue Requirement from Rates !+i 

‘j; 542,’l 10 - 
.... ................... - -- 

542, I ‘1 0 
Less Normalized Operating Revenue from Rates 497,13132 

-14 425 
- Recmii-riended increase in Revenue from Rates 5 

Calculation of State and Fedvrnl In( oii i t ’  1,1:..~ - - ~ -  
1 otal f<everiire Kequirernent 1 j 

Less 
Nzt lricotiie Before Interest 5. Income Tax 
Less Interest Expense 
Net Inconie Before State & Federal lricoriie I < 
Less State Income Tax at 6% 
Net lnr,ome Before Federal Tax 
Less Federal Income Tax at 34% 
Net I r i c,oine 

Recomrriended Operating Experises Net l i i t  c i i i l t ’  i i 

r5 93,670 
3,1,548 

$ 6 1,522 
...... .......... ___- 



that the dif f?reices in cnsts ;:)f providing services to different types of ciistomers is 



Commodity costs are those directly asscciated with the cost of ?vaier Tile major 

expense in this c-lassificatiori IS the aniount paid to iuri the powzr plant  of [ t i ?  iitiliiy The 

only other czoriimodtty cost that the company experiencecl was for the cheriiicals to treat 

the water 

Der-nancl costs are those associated with providing the facilities to meet the peak 

demands placed on the systeni Costs consist of the salaries and other expenses 

assoc,rated with monitoring and  maintaining these facilities 

Ccistonier costs are those ir-icurred to serve customers without regard to varying 

usage -These msts incliirle the salaries a n d  expenses asswia ted  wiLI-i rrioter reading, 

billing, collections, acc,our~itir-icj experises arid it ie costs associated with servi(-e iiines and 

meters 

accordance witti i.isagz perc:entages .Total demand costs are allccated across t h e  rate 

- 3 Attachment D 
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... ............ 

___ ......... ___________" Allocation of Plant Value 
Comrriodity 1 Demand I Ciistonier 

. 
I $1,453,037 

86 Gi% 
................. i 

... ...... _. -. . . . .  

..... 

$225,578 
1 :j ,{O,. / ( I  

. . .  ... 

Lana & L J I l t l  Rliitlrs 

vlains -_ 
jervices 
vleters 6 r\/1t?ter 
n s ta lla tioiis 

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

. ,  

; CI btOt3 I 

- 
AI I oca  t i6 n Pe rc  e n ta CI e s  

- .......... 
1 !I 0 (!4 

... 

. .- ...... __ 
I OO"0 

.. .... .- 

200.1 

.- ....... 

$66.64 1 
1 
I 

___ -I__- ,. . -. ...... .... - 

... .. ___ 
86.6"h 13.4% 

....... -- ........... .......... ._ ..... .... -- 





__-- -~ -- -___ _-__ - -- 
Subtotal $175,956 $46,776 
Total Operating Expenses $49,353 $316,085 $83,150 
- ~ _ _ _ _ -  -- 
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.- 

--I Allocation of Cost of Service 
South Shore Water Works Company 

Customer 

8,284 
35,444 8,098 

NOTES 
'Operating Ratio has been allocated by the percentage on the Allocation of Plant 
Value Sheet 

'Depreciation has been allocated by the percentage on the Allocation of 
Depreciation Sheet 
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.- 

v v t l l y r  I L t l U  GdltlS IUI 

D e m a n d  _________ 
Thousand  Gallons 
Percent  

Calculation of Water Rates 
-- ____ 

-. 

g a 1 Io 11s -- 

- - _ _ _ _ _ ~  
Thousand  Gallons 33,905,OOC 
Percent  

- 
___--___I___ 

L I d  

_ _ _ _ _ ~  
195,819,200 46,816,200 __ 11 5,098,000 33,905,000 

100Yfl 23 9% 58 8% 17 3% 

Allocation of Volumetric 
Costs. 

-- $8,637 
Demand 394,728 94,340 
Commodity 

C us t orrie r 97,866 
Total $541,947 $200,843 

$28,230 $12,486 
232,100 68,288 

$80,774 -- $260,330 - 

Number  of Bills __ 

1 

Proposed Rates - 7 - i  $7.921 $3.39 1 $2.38 

_--I__.___ 

25,416 

$0.02 added  to Minimum Bill to provide revenue to obtain Staffs R e v e n u e  Requirement  
from Rates .  

-9- Attachment D 
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7 ___ r---- Verification of Rates 

1 

Other Operating Income 

. - .  _ _ -  1 First 1,000 gallons .i $7 92 i- $201 ,zd 

12,434 
264 

Revenue 

- 10- 

9 74 2,571 
134,045,100 $557,115 

Attachment D 
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Cost of Service Monthly Water Rates 
:I-- 

Ilr;i- I ,000 gallons 
Next 9,000 gallons 
Over 10 000 uallons 

___-- 

- ____- 

Fire Protection Rates 
$9.74 
$9 74 

.. . -  

- I  I- Attachment D 
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.,. 

- 10,000 34 85 - 38 43 _ _  3 58 IO 3% 
15,000 45 40 50 33 4 93 10 9% 
20,000 55 95 62 23 6 28 11 2% 
25,000 66 SO 74 i 3  7 63 1 1 5% 
30,000 77 05 86 02 8.98 1 1 7% 
35,000 87 60 97 93 IO 33 11 8% 

-~ 40,000 98 15 109 83 1 1  68 1 1 9O/O 

__ 

- 

~ _ _ _ _ _ _ _ _ _ _ I _ - _ -  

- -__ 

1 2 1 O/O 50,000 119 25 133 63 14 38 
75,000 r- 172 00 193 13 21 13 12 3% 

1 2 4'/0 27 88 100,000 224 75 252 63 
150,000 330 25 371 63 41 38 1 2 5% 
200,000 435 75 490 63 54 88 12 6% 

-_ 12.6% 250,000 541.25 609 63 68 38 

___ __ ___ 

__ 

-_ - 

_-- - 

300,000 646.75 728 63 81 88 12 70/0 
350,000 752 25 847 63 95 38 12 7 O/O 

C IJ rre n t 
D,+,,.. 
I \ \ d L G 3  

ns- I .  I I - , - -  
D l U C K  UbdLJt! --._ 

First 1,000 Gallons $7 76 
Next 9,000 Gallons 3 01 
Over 10,000 Gallons 2 1 1  

Cast  of 
Service Eates 

$7 92 
3 39 
2 38 

-1 2- 

Rates 
$1 9.80 

Attachment D 
Case No. 2003-00044 

Rates Increase Increase 
$21.48 $1.68 8.5 0% 



June 76. 2003 

:'U@LIC SERVICE 
17 0 Mh.1 IS s ION 

P ?  South Sliore Watei Worlts Co 
7 e w  . -  

Dear MI- Domian. 

Please be advised that South Sliore Water Worlts Co. has reviewed and accepts the 
Coil i i i i  iss i on's Staff' Report in  the above-re f erenc ed in alter Pursuant to the Coin i n  i ssi 011 ' s Order 
dated .lune 20, 2003, a hearing is ilot being ieqiiested 

I1 you  have ;illy questions, pleasc feel fi-ee to contact me 

Y olll-s very t 1-11 1 y ,  

STITES 22 HARBISON PL,LC 

Bruce F. Clark 

BFC pit 
cc" Mr. Joe Haimah (w/o eric ) 

SO02 I OSOlO 8763 1 RANKFORT 



APPENDIX F 

SUPPORTING DATA FOR INCOME APPROACH 



PAGE LEFT' BLANK INTENTIONALLY 



, 

Survey of Professional Forecasters 

Release Date AUCjLJst 1 3 ,  2006 

Third Quarter 2006 

Forecasters Expect Lower Growth and Higher Inflation in the Near Term 
Growth in U S real output over the near term !ooks a bit slower and inflation a bit 
higher than they did just three months ago, according to 51 forecasters surveyed by 
the Federal Reserve Bank of Philadelphia The forecasters peg current quarter 
growth in real GDP at an mnLial rate of 2 7 percmit. down from 3.1 percent in the last 
suivey. Growth in the fourth quarter will average 2 9 percent, down just a bit from the 
forecasters' previous estimate of 3 0 percent Our panelists project growth on an 
annual-average over annual-average basis of 3 4 percent this year, unchanged from 
their previous estirnirte, and 2 8 percent in 2007, clown from their previous estimate of 
3 0 percent 

A slightly wealter near-term outlook for the labor market accompanies the outlook for 
slower growth On the jobs front, the forecasters see nonfarm payroll employment 
expanding at a rate of 125,000 jobs per month this quarter, down from 166,000 in the 
last survey Somewhat smaller downward revisions to job gains characterize the 
following two quarters Over the next two years, the forecasters see jobs expanding 
at a pace of 154,000 per month in 2006, down from 170,000 previously, and 126,000 
per month in 2007, down from 138,000. The forecasters see the rate of 
unemployment averaging 4 7 percent this quarter, the same rate they expected in the 
last survey, although they expect it to rise over the next few quarters at a pace that is 
a bit faster than they previously thought.. Currently, the forecasters see 
unemployment rising to 4 9 percent in the second quarter of 2007 In the previous 
suvey, unernplcyrnent :.:as expected :c iiss to 4.8 percent Sv'ei the szme period. 

Upward revisions to inflation-measured by either the growth in the consumer price 
index or the price index for GDP- accompany the outlook for the real side of the 
economy. The forecasters have raised their projections for CPI inflation over each of 
the next four quarters. They now think CPI inflation will average 3 6 percent (annual 
rate) this quarter, up a full percentage point from their previous estimate Smaller 
upward revisions characterize the next few quarters Similarly, projections for inflation 
in the GDP price index are also higher, particularly in the current quarter On a fourth- 
quarter over fourth-quarter basis, CPI inflation will average 3.3 percent this year and 
2.6 percent next year, up from 2 6 percent and 2 4 percent, respectively, in the last 
survey As the table below shows, the forecasters have also revised upward their 
annual forecasts for the rate of inflation (annual-average over annual-average) in the 
GDP price index 

Little Change to  Longer-Horizon Inflation Forecasts 
Although the near-term outlook for CPI inflation has worsened in this survey, the 
outlook over longer horizons is holding relatively unchanged. As the table below 
shows, in answer io a special question, the forecasters have raised their expectations 

9/2 0/2 00 h 



for CPI inflation in 2008, from 2 35 percent last survey to 2 50 perLent this survey 
However, the forecast for the annual average rate of inflation over the next 10 Lear-s 
is fioldina steady at 2.50 percent, the same rate the forecasters have expected since 
the late 1990s Over the first five years of this horizon (2006-2010), CPI inflation is 
expected to average 2 60 percent, up rnarginally from the previous forecast of 2.50 
percent Over the second five years of the IO-year horizon (201 1-2015). the 
forecasters have lowered tl-ieir projection to 2 45 percent from their previous estimate 
of 2 50 percent These results suggest that tlie factors the forecasters anticipate will 
increase inflation over the next few years will nnt pel-sist and lead tu permanently 
11 ig hei- in f h  t ioi i 

Equilibrium Unernploymerit Pegged at 4 95 Percent 
117 third-qiiartor surdeys, we ask the forecaster-$ to provide their estimates of the 
ii ;it 11 r ;I I r;? t e o i LI nem pi o y ni (-1 n t- t t i  e ra le of tin e ni p1 oy m e ii t that occurs when t t i  e 
ecorwiny reaches equiiibriurn For the third-quarter surveys conducted since 200 1 , 
the following table tracks the median estimate of the natural rate (computed from the 
responses of iliose forecasters who use the natural rate concept in preparing their 
projections), ds well as the percentage of forecasters who use the concept and the 
lowest and highest estimates (among those who use the concept) Twenty-six of the 
49 participants who answered the question report that they use the natural rate in 
their forecasts Among these 26, the median estimate for the natural rate is 4 95 
percent, nearly the sarne estimate recorded in the survey of a year ago, and close to 
the forecasters' projection for the annual average rate of actual unemployment in 
2007 The lowest estimate of the natural rate is 4 00 percent, and the highest 
estimate is 5 50 percent 

The Federal Reserve Bank of Philadelphia thanks the following forecasters for their 
partiupation in our surveys 

Joseph T. Abate, Lehman Brothers, Scott Anderson, Wells Fargo and Company, 
Robert J. Barbera, ITG; David W. Berson, Fannie Mae; Joseph Carson, Alliance 
Capital Management; Gary Ciminero, CFA, Rhode Island House Policy Office; 
Richard DeKaser, National City Corporation, Rajeev Dhawan, Georgia State 
University, Doug Duncan, Mortgage Bankers Association; Michael R. Englund, 
Action Economics, LLC, Gerard F. Fuda, Independent Economist; Stephen 
Gallagher, Societe Generale, James Glassrnan, JP Morgan Chase & Co.; Global 
Insight; Keith Hembre, First American Funds, David Huether, National Association 
of Manufacturers, William B. Hummer, Wayne Hummer Investments; Saul Hymans, 
Joan Crary, and Janet Wolfe, RSQE, The University of Michigan; Fred Joutz, 
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Selected Yields 
P A G E  9-17  

Recenf 
(8/31/06) 

T h x A R L E 
(Market Rates 
Discourit Kate 6 2s G 131) i 50 
Federal Funds 5 15 5 01) i 5 0  
Prinie Rate ii 2 5 H ti0 0 50 
30-day CP ( A l I P l )  5 24 5 00 3 56 
3 - tnonlli LIB  01: 5 40 5.27 1 f3i7 
Bank CDs 
6-monlh i 27 3 07 .! 2') 
1 -year '1 02 3 811 2 91 
5-year 4 15 4 04 3 O D  
CJ.5 Treasury Securities 
3-monih 5 03  4 8 2  i 4 1  
6-month 5 10 5 0 4  2 60 
1 -year 5 0 3  5 0: .> / / 

5-year 4 69 5 02 3 03 
10-year '1 73  5 10 4 03 
1O-year (inflation-protecled) 2 25 2 43 1 5 . 1  
30-year 4 88 5.19 .1 31 
30-year Zero -1 79 5 013 '1 3u 

- -- 

_ -  

T A X -  ES E h l  PT 
Bond 8 u y e r  I n d e x e s  
:O-i?onti tn(k~< (C;(.j:,j 

.!S-lJonrl Indcx (I&,\) 
Cenoral C)t)lif;Litiori Ul~ntfs (GOs) 

I -year A J ' ~  3 Si) 
I -year 11 3 60 
5-yea h . 1  3 5 2  
5-year A 3 66 
IO-year A ~ J  3 a0 
1 0-year A 4 09 
25/30-year h a  4 25 
2 5 / 3  0-yea r A 

Electric A A  4 30 
Housing AA 4 58 

Toll Road Aaa 4 38  

4 .io 
4 91 

4 53 
Revenue Bonds (Revs) (L5/30-Year) 
Education AA 4 32 

I-lospifal AA 4 6 0  

Federal Reserve Data 

11 0 3  
I 1  2 1 
0 'Li 

I95 

c, tl i 
0 2 5  
0 25 
6 62 

4 40 
4 00 
1 9 5  
4 61 

7 23 
6 3 '  
P.l/)\ 

1 4 7  

5 2 1  

3 52 
i 6 3  
i 6 7  
3 91 
4 0: 
'I 35 
4 53 
4 7a 

4 60 
4 59 
'4 73 
1 8 3  
4 80 

Year 
Ago 

( ' ? / O l / U S l  
-I - 

5 01) 
5 1 1  
1 q; 

3 uti 

19.2 
5 LO 
5 15 
5 5-1 

3 74 
3 07 
1 3 3  
4 1 2  

7 02 

5 5 3  
6 08 

'4 18 
183 

2 79 
L 91 
3 09 
3 36 
3 49 
3 81 
4 22 
4 49 

4 29 
4 37 
4 46 
4 44 
4 40 

BANK RESCRVES 
(five- Week fenod, In Millions, Not Seasonally Adpsted) 

Recent Levels 
8/30/06 8/16/06 Change 

Excess Reserves 1449 1570 -121 

Net FredBorrowed Reserves 1069 1226 157 
Borrowed Reserves 380 344 36 

MONEY StJI'PLY 
(One- Week Period, In B~l l~ons,  S e m m l l y  4dps:~d) 

Recent Levels 
8/21/06 8/14/06 Change 

1 (Currency+demand deposits) 1369 7 1347 1 2 2  6 
2 (M1 isavrngsismall time deposits) 6864 4 (1818 1 36 3 

Average Levels Over tlie Last ... 
11 Wks. 26 Wks. 5 2  Wks. 
1639 1657 1730 
315 245 225 

1324 1412 1506 

Growth Rates Over !he Last 
6 Mos 1 2  Mos. 3 Mos. 

- 7  6% - 1  1 %  -1 2 %  
4 6% 3 4% 4 71% 
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2009-11 PROJECTIONS 
Ann'l Tnla ....... 

Price Gain Relurn 
High 4 5  +20% 7% 
Low 3 0  ((-2O%] -3% 
I ns ide r  Dec is ions  

lo i luy  (1 'I 0 0 I 1  !I 1 0 I1 
O p l i m  0 d 0 ii 1) 0 0 j 5 

I ns t i t u t i ona l  Occis ions 

S 0 N 0 J F 1.3 >~ f.1 

iuS~11 !U il 0 :> (1 0 0 0 5 --...____._____ 

mas IO:OE 
10 51 
i l l  .44 

L , 3  ' L " 3  

3?7 
' 67 

115 l t t  
77 .79 

231 I90 
0.85 3 
996 11.71 

64 79 

,- ,, r 

jjim-i-gq 

103 

-- 

- 

-5- 

6 3 %  53% 

...... 

... ... 

Percunl li 

511,1165 I 
lrndcd 2 

CAPITAL STRUCTURE as of 3/31/06 
Total Debt $299 9 inill Due in 5 Yrs $30 3 mill 
LT Debt $268 3 inill LT lnleresl$ZO 0 mill 
(LT interest earned 4 4 r  lulal iiileresl 
coverage: 4 1 x)  (50% 01 Cap I) 

Leases, Uncapit~l izcd None 
Pension Assets-12/05 5% G rhill 
Oblig 583 2 mill 
Pld Stock None Pld Oiv'd None 

Common Stock 16 075,639 slis 
MARKET CAP. 5625 milllon (Small Cap) 
CURRENT POSITION 2004 2005 3/31/06 

($MILL ) 
Cash Assels 4 3  130 1 4 4  
Receivables 143 133 100 
lnvenlory (Avy Csl) I 5  1 4  1 4  

3 2 9  4 1  2 4 2 0  Olher I. 
Currenl Assels 530 E89  6 7 8  

- _ _ -  

3 lai 2 solil 6102 

TtllS $'I bRil1l  
STOCK I l i O E l  

l y  ,748 I 1 3  

7 

Accts Payable 1 8 2  1 9 7  2 0 0  
Deb1 Due 4 5 9  2 7 6  3 1 6  

2 2 2  303 484 Olher 
Current Liab 8 6 3  7 7 6  8 0 4  
FIX Chg Cov 246% 325% 335% 
ANNUAL RATES Past Past Esl'd '03-'05 
olchange(per sh) IOYrs 5Yrs lo'O9.'11 
Revenues 3 0 %  30% 35% 
"Cash Flow' 3 0% 1 5% 4 5% 
Earnings .. 2 5 %  4 5 %  
Dividends 10% 1 0 %  10% 
Book Value 4 0% 4 5% 50% 

endar Mar31 Jun 30 Sep 30 Dec 31 Year 
2003 4 6 7  5 1 8  637  505 212; 
2004 467  5 9 3  6 9 0  530 228( 
2005 4 9 8  605 68 1 578  236: 
2006 606 680 770 6 4 4  270 
2007 6 3 0  730  81 0 680 285 

endar Mar31 Jun 30 Sep 30 Dec 31 Year 
2003 20 19 51 d l 2  78 
2004 08 30 52 15 105  
2005 22 34 47 29 132  
2006 35 38 5 5  32 160 

_ _ -  

car- QUARTER!! RE\!EHUES ($ mill) F ~ I ;  

~ 

cal. EARNINGS PER SHARE A FUII 

2007 .31 .42 t" .34 1 1.65 
tal- OUARTERLY OIVIDENDS PAID 8. FIJI; 

endar Mar.31 Jun.30 Se .30 Dec.31 Year 
217 217 217 1 .55 

2005 225 225 225 225 90 

j 221 221 221 
2004 221 221 221 225 a9 

1101 11241 1140 1182 1274 1322 
1333 13411 13.44 1344 1512 1512 

126 1 4 5 1  155 171 159 167 

01 1 79 1 04 1 97 1 103 1 86 
5 0% 5 5% 5 0% I 4 2% 4 2% 3 9% 

1515 1538 1481 1734 1040 1975 
13.5 14.1 1 14.6 1 16.1 I 10.0 I 20.4 

433% 4 1  1% 409% 460% 1457% 1430% 
. . . . . . . . .  .. 

419% 430% 436% 5lO:l0 475% 549% 
- 57.3% 56.3% 55.7% 40.4% 51.9% 14.7% 

2560 2604 277 1 3202 371 1 4476 
357.8 303.6 414.8 449.6 509.1 539.8 
69% 69% 70% 6 6 %  64% 61% 
90% 92% 94% 100% 9 2 %  101% 
90% 9.2% 9.4% 10.1% 9.3% 10.1% 
2 4% 1 8% 2 1% 2 9% 3 0% 3 6% 
13% 80% 70% 72% 68% 65% 

2 54 I 2 00 1 2 23 1 6 4  1 J 00 1 3 05 1 'Cash Flow" per sh 
134 I 70 I 105 1 1 32 I 160 I65  /Earnings per sh A 

14.05 13.97 1501 1572 
15.18' 15.21 1675 1600 
183 31 9 2 3 2  219 
IO0  1 82 1 23 1 I 7  V a ' u c h c  Relative P/E Ralio 

3 6% 3 5% 3 6% 3 1% Avg A n n 7  Div'd Yield 

2092 212 7 2200 2362 270 285 Revenues(Smil1) 
20.3 11.9 . 16.5 26.5 22 5 31.0 Ne1 Proiil ($mill) 

38 9% 43 5% 37 4% 47  0% 42 0% 420% Income Tax Rate 
. . . .  N i l  Nil AFUDC % lo  Net Proiil 

52 0% 52 0% #I7 7% 50 4% 50.5% 51 0% LongTerm Debt Ratio 
48.0% 40.0% -= 49.6% 49.5% 49.0% Common Equify Ratio 
444 4 442 3 480 4 532 5 600 665 Total Capital (Srnill) 

__ 

cs1"rBre5 

-_I 

.. 

I I I I I I I I I I I 
BUSINESS: Amencan Stales Waler Co opetales as a holdiriq Lahe and in areas 01 San Bernardirio Counlv Acauired 

50% 

aparriil 
-. 

company Through ils principal subsidiav,'Golden Slate Wale; City Water 01 Arizona (10/00); 1 I, 400 cuslotners Has roughly 51!, 
Company, it supplies waler to 75 communilie~ in 10 counlies Sew- employees 011 B dii own 3 1% 01 common stock (405 Proxy) 
ice aieas include the greater rnetropolilan areas 01 Los Angeles and Chairman: Lloyd Ross 'Presidenl B CEO: Floyd Wicks 111 

Orange Counties. The company also provides eleclric utility sew- corporaled. CA Add : E30 East Foothill Boulevard. San Oimas. CA 
ices to: amroximatelv 23,000 customers in the city of Biq Bear 91 773 Tel : 909-394.3600 W e b  WJW aswaler corn 
We have raised our 2006 share-net es- 
t i m a t e  f o r  A m e r i c a n  States Water  by 
$0.15, to $1.60. Although $0.11 of the in- 
crease is attributable 'to a better-than- 
expected first quarter, we- have also raised 
our second-half estimate by roughly a 
nickel. Usage rates for water are rising 
We s ~ s p e c t  t h a t  this trend will continue a s  
the year progresses and weather patterns 
take a more normal shape Water con- 
sumption levels declined about 4% in 2005 
because of unusu+ly rainy conditions 
Meanwhile, w e  are  also encouraged by 
recent changes to the  California Public 
UJilities Commission (CPUC). Long a 
nemesis to utility companies looking for 
rate relief, the  CPUC is showing signs of 
being more business friendly in recent 
months. Indeed, the board has been 
redesigned and now looks t o  be handing 
down more timely and favorable rulings 
This is a major boon for AWR 
Still, we look f o r  earnings growth to 
slow in 2007. Despite the improving regu- 
latory backdrop, we remain extrerne1,y con- 
cerned about elevated infrastructure costs, 
given the s ta te  of the company's water sys- 
tems Indeed, EPA demands for water 

quality will likely only grow mor0 
stringent with time. Unfortunately, AWR 
does not have the means to fund many ol 
these changes internally and  will likely 
have to  look to equity and debt  markets in  
order to do so. Such undertakings will 
lilcely cause earnings growth to slow con- 
siderably in 2007 and to l a t e  decade. as 
well as preclude the company k o m  partici- 
pating i n  the attractive acquisition mar- 
ket. We estimate earnings of $1 65 a share 
in 2007 
We t h i n k  that  m o s t  i n v e s t o r s  would 
be b e t t e r  s e r v e d  to look elsewhere. AI- 
though untimely AWR shares  have 
tumbled rougldy 10% since o u r  April 
report, their 3- to 5-year total-return 
potential is  unexciting, Bven t h e  concerns 
we'have about infrastructure costs. In fact, 
the stock is trading within our  2009-2011 
Target Price Range. Meanwhile, there are 
better income vehicles out there  a t  this 
time. It should be noted, however, that  the 
company's foray into military bases is 
paying off Continued progression in this 
area could be accretive t o  our current 
2009-2011 projections. 
Andre J Costanza July 28, 2006 2006 1 ,225 .225 I 

4) Primary earnlngs Excludes nonrecurring August 
ains: '91, 7 3 ~ ;  '92, 43c, '04, 140; '05, 256 (8) Dividends historically paid in early March 
iuarterly earnings may no1 sum due Io change June, September, December 8 Div'd reinvesl- 
I share count Next earnings repoil due early men1 plan available 

0 2m Value line Publishing lo(. All nngl~ls ieseived Faclual malerial is obtained lrom sources believed 10 be reliable and IS pronded wiltmu1 wal ran lm 01 any  kind 
THE PLhLiSHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OUlSSlONS HEREIN This publicallon is sinclly lor subscribers own, non.commeic~aI, Inremal use No pan 
01 11 may be replodwed resold rloied 01 lransmilled in any pnnled elrrlionic or 01hel lnrm or used lo1 genenltng 01 mafielag any prinled 01 elenioiir publicaliin seiviCe ni producl 

(C) In millions. adjusled lor splits 



:APITAL STRUCTURE as ol 3131106 
l o ~ d  Oebl $1 108 4 mill Due in 5 Yrs $290 0 mill 
.TOebl $916 5 mill LTlnleresl$50Ornrl( 
1.1 tnlerest ediiied: 3 4x; iolal inleresl coverage: 
' 9r) (53% 01 Cap I) 

'unsioii Assets-12/05 $ 1  17 7 mill 

'Id Stock hloilt? 
:ominon Slock 1?9.512.801 shares 
I!; al .I121106 

Oblig Z l i 9  7 mill 

AARKET CAP, $2 9 billion (Mld Cap) 
:URRENT POSITION 2003 2005 3/31/06 

ISMILL) 
,.Ish Assels 131 1 1 9  514 
lrceivables 615 6 2 7  5 7 6  
rwentory (Avgcsi) G 9 7 8 8 a 

5 6  7 6  8 0  )llrer 
h r e n l  Assels 90 1 900 1258 
\ c ~ t s  Payable 2 3 5  5 5 5  299  
Jebl Due 1353 163 1 191 9 

586 4 4 7  467 Ither 
.iiirpnl t tab 2174 2633 2685 

~-~ 

~ - _ _  
.- 
'ix. Chg. Cov. 364% 377% 284% 
\NNUAL RATES Past Past. Est'd '03-'05 
81change(persh) 10Yrs 5Yrs lo'O9.'11 
levenues 7 0% 8 0% 7 0% 
Cash Flow' 9 5 %  95% 9 0 %  
3rnings 9 0% 8.5% I 1  0% 
lividends 60% 6 5 %  100% 
!C& ?,.Ice 9 5": I 1  0% 7 0% 

2006 117 9 135 145 142 1 540 

C a l  EARNINGS PER SHARE * FUII 
ndar Mar31 Jun30 Sep30 Decal Year 
-003 11 14 18 1 4  57 
004 13  14 20 17 64 
005 15 17 22 17 71 
006 13  17 25 20 75 
OD7 16 19 28 22 2 
:at- QUARTERLY DIVIDENDS PAID FUII 
>dar Mar31 Jun30 SepJO D e c a l  Year 

002 08 08 08 084 32 
003 OB4 084 084 09 34 
004 09 09 09 098 1 37 
005 098 098 098 108 40 

zoo7 13.5 150 165 1.55 605 

.I 9% 3 3% 2 946 3 0% * 

BUSINESS: Aqua America, inc 

_ _ _ _ _ ~  
182 2 3 6  

3 3% 2 5% 

2755 307 3 

4 7% 

136 5 3 4  5 89 6 3 0  6.75 I 7 2 0  Bookvalue peish 9 01 
113 I 9  123 45 127 18 128 97 130 00 1 131 00 Common Shs Oulsl'g C 134 0, 

23 6 24 5 25 I 31 8 h i d  /J&S Avg Ann'l PIE RaIio 23 
__ 

1 29 1 40 1 33 1 70 "dueLine Relative PIE Ratio 15, 
2 5 %  2 5% 2 3% I 0% Avg Ann'l Oiv'd Yield 2.4Y 
3220 3672 442 0 4968 540 605 Revenues($mill) 6 7, 
62.7 67.3 D O 0  91.2 100 110 Ne! Prcfil($mill) ___ 161 

38 5% 393% 394% 38,1% 390% 39~0% IncomeTaxRale 39 07; 
- - 2.9% 2.6% 2.5% 2.5% AFUDC %!o Net Prolil 2 

542%=-500% 52 0% 51:0% 51 0% Long-Term Oebl Rallo 51.051 
45.8% 48.6% 50.0% 48.0% 49.0% 49.0% Common Equity Ralio 49.0ft 
1076 2 1355 7 1497 3 1690 4 1785 1920 Tolal Capilal($mill) '2461 
1450.8 1824.3 2069.8 2280.0 2410 2545 Net Plan1 ($mill 

, esr'irnrer 

l l ie holding company for waler ollifrs Waler supply revenues '05, residential. 59%; commercial, 
and waslewater ulililies that serve approximalely 2 5 million resi- 
denls in Penpsylvania, Ohio. Noah Carolina, !lltnois, Texas, New 
Jersey, Florida, Indiana. and live olher slales Divesled lhree PI 
lour non-waler businesses in '91; lelernarkeling group in '93; and 
olhers Acquired Aquasource. 7/03; Consumers Waler, 4/99; and 

+qua America  i s  'suffering From regw 

15%; induslrial 8 olher, 26% Ollicers and dtreclors own 1 2% o 
the common slock (4106 Proxy) Chairman 8 Chief Execulive 01 
licer: Nicholas DeBenediclis. Incorporaled: Pennsylvania. Address: 
762 Wesl Lancasler Avenue, Bryn Maw, Pennsylvania 19010. Tel. 
ephone: 610.525.1400 Inlernel: www aquaamerica com 

ought fo contl;ipute roughly $0.02 a share  . m. 1 . >  I ,. , I  1 . . . ,%,,e- 1 latory lag. ri1sc-quarcer snare net was 
$0 13, a bit below o w  estimate, and reve- 
nues, too, fell slightly (2%) short of our tal- 
ly The water utilities @ant  IS being hur t  
by high fuel costs and unfavorable h m n g  
of Its ra te  cases The company is awaiting 
ludgment on over $50 million of annual 
rate hikes The stock has  come under in- 
creasing pressure since management an- 
nounced first-half earnings growth in 2006 
would be below historical averages There- 
fore, we suspect profit growth ths  year 
wll be confined to the  latter two q u e e r s  
Accordingly, earnings comparisons 
s h o u l d  turn pos i t ive  by the S e p t e m b e r  
in te r im.  Aqua announced in  June  tha t  a 
ate case settlement was approved in 
'ennsylvapia The w n  wll l  augment an-  
iual revenue by about $25 million, a 9 2% 
ncrease over current rates in the state 
rhe new rates should take effect in time to 
,uppoi t third-quarter revenue growth 
rhe acquis i t ion  of N e w  York Water  
Service s h o u l d  further top-l ine ad- 
I a n c e s  in 2007. The system would cost 
$51 million and cnhance Aqua's total cus- 
omer count by 135,000 (5%) As well, it 

LO me Donom line Degmrung in XIJIII. Aqua 
already supplies water to New York, b u t  
because New York Water Service does not  
encroach on any existing infrastructure, 
cannibalization should be minimal.. New 
Yark will become' Aqua's seventh-largest 
s ta te  when the deal closes later this year. 
The company's growth strategy, for 
thefmost part, centers around a c q u i s i -  
tiqns. The highly fragmented na ture  of 
the water industry facilitates industry con- 
solidation by big players like Aqua. Many 
of the  smaller water utilities a re  r u n  less 
efficiently than Aqua's divisions; it is their  
capagity for improvement t h a t  make them 
good targets for acquisition. The compa- 
ny's most recent purchase was a troubled 
water system in North Carolina, bringing 
the total number of transactions closed 
this year to LO. We expect another five 
deals to close by yearend. 
This stock is ranked 6 (Lowest) for 
y e a r - a h e a d  p e r f o r m a n c e .  Despite a 
recent price drop, Aqua is still trading a t  a 
hefty premium. Moreover, the water utili- 
ty sector seems to be cooling down 
Praneeth Satish Ju1.y 28, 2006 006 I 1 O f l A  

0 2006. Value Line Publishing. lnc. All rights. resewed Factual I 
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2009-11 PROJECTIONS 
Ann'l lotni , ,. .. . . . - ._ 

Price Galn Return 
iigh 40 +10% 6% 
.ow 3 0  ((-15"/4 -1% 
n s i d e r  D e c i s i o n s  

S 0 N D J F M A 111 
08uy O O ~ O O O O O O  
)p~ions  2 o o o u 1 I o a 
osiii J o o 0 n 2 2 o i 

n s t i t u t i o n a l  Dec is ions  

loauy  30 39 36 
IO Sell 39 3: 35 

4897 -1959 5618 

___- 

302005 402005 102016 

147 
I 2 5  121 109 1.35 
.07 .90 .93 .9F 

236 303 309 2 5 3  

1138 11.38 11.38 11.30 
104 11 2 1 4 1  136 

77 72 06 00 
6 7% 6.6% 6 1% 5.2% 
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2007 
18 70 Revenues per sh =I===-- 3 ? 40 75 "Cash Flow" per !ill 

0 VALUE LINE P@,  I/@, 

Emings p.r $!! A 

1.16 Ulv'd Uecl'd per oh r' - 
4 50 Cap! Spending par  811 

17.50 Book Value per 511 

19.50 Common Shs Oulst'g 
'CS BTE Avg Ann'l PIE Ratio 

Relative PIE Rallo 
Avg Ann? Div'd Ylsld IC9 

365 Revenues (Smill) 
35.0 Ne1 Profil ($mill1 

40.5% Income Tax Rate 
Nil AFUUC % l o  Ne1 I'rolll 

49.0% Long-Term Debt fhllo 
50.5% Common Equily-fJllo 

675 Tolal Capilal (Smill) 
950 Net Plant (Smill) - 

6 5% Relurn on Tolal Cnp'l 
70.5% Return on Shr. Equi ty  
10.5% Relurn on Com Eg!iIIy 
4.0% Retained lo Com Eq 
63% All Div'ds to Net Prof 

2005 
17 4.: 
3 04 

1.14 
5 1 4  

15.90 
I O  39 
24 9 
1 30 

3 1% 

320 7 
27.2 

42 4% 

48 0% 
51.4% 
571 6 
856.7 
6 446 
9 1 %  
9 3% 
2.1% 
77% 

- 

< ' 7  > .,I 

- 

~ 

___ 

- 

.. 
~. 

-_ 

___ 

___ 

2006 
1736 
3 05 
: $5 
1 15 
5 00 

16 70 
19 00 

Bold 111 
VOl" 
cell 

~ 

~ 

-_ 

___. 

345 
30 P 

40 0% 
Nil 

38.5% 
51 0% 

625 
925 

6 5% 
9 5% 
9 5% 
2 5% 
73 % 

__ 

___ 

__ 

___ 

- 

I 1 2  --s ___ 
4 39 3 7 1  

14.44 I5 66 
16.93 1037 
221 201 
1 2G 106 

4 2% 3 9% 
2771 3156 
19.4 260 

39 9% 39 6% 
_ _ _ _ ~ ~  

103% .. 
502% 306% 
49.1% 50 0% 
4904 5659 
759.5 
5 6% 6 1% 
70% 8 9 %  

7% 2 1% 
91% 77% 

_ _ _ ~  

_ _ _ _ ~ -  

- 

7 . 9 ~ ~  ~ O Q / ~  ~ _ _ _  

109 110 1 1 2 2  
~ - -  

3 4 4  2 15 IO9  582 
1343 1290 1295 1312 
1294 1515 1510  1513 

170 196 271 1 9 0  
101 1 2 7  1 .I9 108 

4 0% 4.l% 4 .1% 4 5 8  

CAPITAL STRUCIURE as of 313 
Tolal Debt 5282 1 mill Due in 5 
LT Oebl $273 8 mill LT Interest $I8 5 mill 

s $9 0 mill 

(LT inlerest earned: 3 5x. lolal in1 cov : 3 2x) 
47 4% 45 4% 
51.4% 53.5% 
2999 3067 
443.6 460.4 
01% 94% 

12 1% 139% 
123% 14.1% 
3 8% 6 0% 

BUSINESS: C; 

69% 5041, 

Pension Assels-12/05 570 2 rnill 
Oblig $103 2 mill 
Pfd Stock 53 5 mill Pfd 0iv'd F 15 inill 
139,000 shares. .l 4 %  cumulative ($25 p a )  

Common Stock 1B 1OG 638 shs 
as of 5/2/06 
MARKET CAP. $675 rniltlon (Small Cap) 
CURRENT POSITION 2004 2005 3/31/06 

Cash Assels 188 9 5  5 1  
516 4 2 7  3 9 2  Olher 

Currenl Assels 7 0 4  5 2 2  4 4  3 
Accls Payable 1 9 8  361 289 
lebl Due 1 1  1 1  8 6  
Ither 363 396 44 0 
h r e n t  Liab 5 7 2  7 6 8  8 2 3  
-IX C h g  Cov 338% 361% 370% 
\NNUAL RATES Past Past Esl'd '03-'05 
,I change (per sh) 10 Yrs 5 Yr5 Io '09 '11 
3evenues 3 0 %  2 0 %  3 5 %  
Cash Flow' 2 5 %  05% 4 5 %  

l iv idends 1 5 %  1 0% 7 0% 
3ook Value 2 5% 1 5% 5 0% 

, 

($MILL ) 

--- 

rarnings 0 5% -4 0% 4 5% 

ca; OUARTEPLY PEVSNUES !S mill I FUII 
mdar Mar.31 Jun3O Sep30 Dec31 Year 
2003 51 3 680  8 8 2  696 2771 
2004 6 0 2  889 971 694 3156 
2005 603 81 5 101 1 778  3207 
2006 6 5 2  948 105 B O 0  345 
2007 700 100 110 8 5 0  365 
Gal- EARNINGS PER SHARE A E FUI~  
mdar Mar31 Jun30 Sep30 Dec31 Year 
2003 d05 30 53 41 121 
2004 08 53 59 20 146 
2005 03 41 71 32 147 
2006 04 56 72 33 165 
2007 08 58 74 35 175 
c2i. OUARTERLY DlVlOEliOS PAID - FUII 

I I I 
ler Service GrouD orovides reoulated and ( 1  I iOO]  3evenue breakd 

nonregulaled waler-sen 

2006 1 2875 2875 I 
\) Basic EPS Excl nonrecurring gain (loss) 
0, (7e), '01, 4c, 02, 8: l l ex l  earnmgs reporl Ma! 
Je late Oclober ava 



I 

358 3 3 4  377 403 420 484 531 
46 28 'A 3: d l  !R 
22 02 19 08 09 12 15 25 31 

50 39 42  GO 72 84 95 7.1 79 53 
2 5 7  241 2 4 2  2 3 1 2  2 4 5  240 2 5 2  _____ 2 7 G  - 305 

1148 1160 1180 I 1 9 7  1213 1 1 7 4 1  1245 1265  1283 ~ 1112 
142 NMF 145 358 2 2 1  146 I65  169 172 I 9 6  
105 NMF 88 211 146 98 103 97 89 1 1 2  

I8  18 18 14 08 08 09 ii 10 11 I ~. __ 

5 7% 5 5% 6 6% 4 7% 4 1  2% 47% 3 ~ 1 %  2 7% 2 3% I 8% 

CAPITAL STRUCTURE as of 3/31/06 662 7 1 0  7 2 2  339 
Total Debt $132 1 mill Due in 5 Yrs $45 0 mill 1 9  26 3 4  d 2  
LT Debt $f22 6 milt 
(Total interesl coverage I 4x) (45% of Cap I )  

LT Interest $7 0 mill ___- 

I 
418% 416% 395% 

Leases, Uncapllallzed: Annual rentals $6 7 mill 
Penslon Llabillty None 

Pld Stock $.161,000 Pfd Div'd $24.000 

Common Stock 22.667.379 shs 
os of 5/5/06 
MARKET CAP: $275 million (Small Cap) 6.3% 8.1% 9 . 6 5  1013 ~ _ _ _ - - -  
CURRENT POSITION 2004 2005 3/31/06 2 9 %  4 5 %  6 0 %  

Cash Assets 1 9  3 0  I , 
BUSINESS: Soulhwfsl Waier Company provides a broad range 01 piiblic waler ulililies in Caiilornia, New Mexico, Oklahoma, anc Receivables 

Nnventorjr '(Avg Cst) 1 9 services including waler produclion. lrealinenl and dislribulion; Texas Services does mostly mainlenance work on a contrac! 
wastewater collection and lroatrnent; utility billing and collection. basis 011 8 dir own 8 2% 01 corn shs ; T Rowe Price, 5 8% (4/Oe 3 h e r  

utility infrastruclure construclion managemenl; and public works proxy) Chairman: Anton C Gamier, CEO: Mark Swatek. Inc: DE %rent Assets 

services I1 operates out 01 Iwo groups. Ulility (39% of 2005 reve- Addr : One Wilshire Building. 624 S Grarnd Avemie. Ste. 2900. Lo: k c t s  Payable 
Debt Due 
3lher - ~ -  20.0 21.1 19.6 nues) and Services (61%) Ulility owns and manages rale-!egulaled Angeles, CA 90017 Tel : 213-329-1800 Inlernel: w s w c c o m .  

Southwest Water  C o m p a n y  i s  s t rug-  i c e s  G r o u p .  Margins have been spread Surrent Liab 

RNEIUALAATES Past Past Esl'd'03-'05 gling. First-quarter share net was n thin here over the last few quarters, and  
3fchank(PerSh). 
yevenues pen,ny above our estimate, but the out- during the March interim the business fell 
CashFlow-s 7.0% 35ye 8.0% performance was fleeting. Management re- back into the red. While the  recently ac- 

Earnings - 135% 15% 120% vised down its full-year share earnings es- quired (in 2005) Alabama wastewater sys- 
3ividknds timate; accordingly, we have reduced our tem has helped increase revenues, f ixed 

2006 assessment by $0.05 f 12%) costs have expanded a t  a n  equivalent rate. 3ook Value 

c21- OUARTERLY REVENUES($rnill) FUII C h a n g e s  on the r e g u l a t o r y  front i n  Services operates approximately ,730 
mdar Mar.31 Jun.30 SeP.30 Dec.31 Year Cal i forn ia  should fuel profit g r o w t h  vehicles, which drive 18 million.miles an- 
2003 361 41 5 51.4 440 1730 a t  the Uti l i ty  G r o u p  i n  the c o m i n g  pually. Higher gasoline costs have offset 
2004 398 457 550 475 1880 years. Profitability for a water utility is $much of t h e  top-line gains i n  this segment. 
2005 452 513 54.7 52.0 2032 largely dependent on state com'inissions. However, management anticipates it will 
2o06 j5.' 6od 49.2 2i5 The commission determines the return on be able to 'shrink the cost base with im- 

investment for a utility based on its opera- proved contract pricing over the next 
Gal- EARNINGSPER SHAREA Full ting costs and capital expenditures made several months. 

mdar Mar.31 J"n.30 SeP- 30 Dec.31 Year to maintain the underlying infrastructure. D e s a l i n a t i o n  technologies  provide an- 
2003 do1 1 3  21 11 44 California Governor Schwarzenegger d t h e r  avenue of growth. The United 
2004 ~" 13 12 do2 23 nominated two candidates to fill vacant States  has  been slow to  adopt desalination 
2005 do1 14 O6 34 spots on the California Public Utilities a s  a way to boost water supply.. However, 

O3 ,i2 .i5 .'' 37 Commission (CPUC) early,last year Until saltwater intrusion into many coastal 
.04 * "  ,I6 .Io .45 recently, return on investments allowed by s ta tes  may well make t h i s  technology com- 

Cat- QUARTERLYDIVIOENDSPAiDB Full the CPUC had been below those of many pelling for many cities Southwest s tands 
mdar Mar.31 Jun.30 Sep,30 Dec.31 Year other states With the regulatory situation to benefit from any shift towards desalina- 
2002 038 038 038 038 15 improved, Southwest is seeking a n  11% re- tion, given its experience in  the  field. 
2003 042 042 042 046 17 turn on equity in its latest filing with the Nonethe less ,  t h i s  u n t i m e l y  stock has 
2004 046 046 046 050 CPUC, compared t o  the current allowcd i in i i ted  a p p r e c i a t i o n  poten+;al, based 

return of 9 8% 2005 048 048 048 052 

i o %  
(SMILL) 55% 45% 10% 33"h 

23  9 26 5 25 8 

17,6 17,0 
45 47 45 

,1:! ': 
35"7 4 0 6  358 

.. 
_ _ _ _ _ -  

5:,'sb, '"7; 
zgz ;t!:i g$z 

54.0 ".' 63.0 j3.' 230 

i: on its current quotat.ion 
2006 052 052 052 I n c r e a s e d  costs are hurting t h e  Sew- Praneeth Satish -c 

5 )  Diluted earnings Excludes nonrecurring April. .July, and October $1 61/share Compatiy's Financial C 
ilns (losses): '00. (36); '01, (5e); '02, i o :  '05, (C) In millions, adjusted lor splils Stock's Price Slabilit! 
' 3 ~ )  Next earnings reporl due early August 
I )  Dividends historically paid in late January, I (D) Includes intangibles In 2005. $35 9 million. I t 

0 2W6, Value tine Publishi Inc. All nghls resowed Faclual malerial is obtained liom sou~ces believed lo  be ieliable and is provided wIl11ouI wailanlies 01 any kind. 
Il1E PUBUSHER IS NOT RE%ONSIBLE FOR ANY ERRORS OR OhllSSlONS IiEREIIJ l h s  publicalion is slriclly lor subscriber"s own. non-cowlneicial, ~n lernal  use No pan 
01 rI MY be reproduced, iesold. slored or lransnulled in any piinled elecIIonIc or otlibr lolin 01 imd lo1 yeneialin) os r n a i k e l q  any piinled 01 eIEC!ionlC Owblicalion ieriice cc product 
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TOTAL SHAREHOLDER RETURN 
Oiwdends p/u5 apprecihm is of 6/30/2006 
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PERFORMANCE 3 Average LEGENDS ' 

- 12 Mos Mov Avg 1 
Technical 3 Average 

4-101-3 splll 71/03 
SAFEN Sbabdaies md!cales r e c c w m  av*rage 

QETA DO ( 1  00 = Markell 

. 
Re1 Price Slrenglh 

. 3-lor-2 splil 1/02 

, 
I ^ "  

. .  
"~ 
-,_L-.__- 

- -. . --- - 
:inancia1 Strength 81 -.. ~. _- 

'rice Slabilily - :I() -. .. . 

'r ice Grovnh Persi5lence 75 

i v,iLUE Lim PLilll ICHINC, I N S  1998 

- -- 
I -- 
I 
I 
I 

I 

5 33 
00 
51 

5 07 
1 1 8  

66 
1 2 0  I 115  1 2 8  
5 3 8  I ;ALES PER SH 5 35 

'CASH FLOW" PER SH 
:ARNINGS PER SH 
IIV'DS DECL'O PER SH 
:AP'L SPENDING PER SH 268  I 2 33 
3OOK VALUE PER SH 
:OMMON SHS OUTST'G (MKTE 
\VG ANN'L PIE RATIO 2a 7 24 6 
IELATIVE P/E RATIO I 79 I 100 1 7 1  1 3 9  1 1 6  "Q I --. I . I . I - -  I 
\VG ANN'L DIV'D YLELO 
;ALES (SMILL) 

- ~ . ~  
54 5 59 G 
32.2% 1 47.2% -- 

N M F  
1 2 1 0% 94% 

6.6 8.4 I 8.5 1 -- ] o d i l r i l  1 
10.3%] 11.9% I 11.1% I --  

d 1 3 3  1 d l l 8  I d4 5 1 --  

'COME TAX RATE 

VORKING CAP'L (SMILL) 14 6 
ONG-TERM DEBT (SMILL) 82 3 

IETURN ON TOTAL CAP'L 5 7 %  6 4 % 

IETAINED TO COM EO 2 5% 1 
7% - 

3% 

- 

ASSETS (Smlll) 
Cash Assels 
Receivables 
lnvenlory (Avg cosl) 
Other 
Currenl Assels 

Properly, Plan1 
a Equlp, at COSI 

Accum Depreciation 
Nsl Property 
O l h a  
Tolal Assels 

2004 
4 0  
9 9  
1 2  

9 
I6 0 
- 

314 9 
52 0 

262 9 
26 7 

305 6 
- 

2005 
3 0  

11 8 
1 3  

9 - 
1 7 0  

343 0 
55 0 

19 A 

324 4 

288 o 
- 

3 n i m  
3 3  

10 4 
1 4  

6 
15 7 

___ 

.. 

.. 
293 1 

190 
327 8 
__ 

ANNUAL RATES 

o/ change (per share) 5 Yrs 1 Yr 
Sales 4 5% 3 0% 
"Cash Flow" 3 5% 3 5% 

D I v i d e n d s 2 0% 1 5% 
Book Val& 3 5% 2 5% 

'iscal OUARTERLY SALES ($mill ) Ful 

Earnings 1 0% -2 5% 

Year 1Q 20 3Q 40 Yei 

_ _  
lated water utility systems in central ank .soii~~i( 1 ii /4i 
Jersey, and in Delaware, as well as a regulaktl w t ! d + \ + , i i  

utility in southern New Jersey Its fiew Jersey W:I(I I IIIIII 
system (the Middlesex System) provides wakv '.I.I vli 1.1 

retail customers in centra; New Jersey Tlic ~JIIJI(I~+ 
System also provides water service under COIIII:II I III 111 

nicipalities in  central N e w  Jersey The company O I I I  IIIII:.I! 

waler supply system and wastewater system 1.111 1111. I 111 
Perth Amboy in New Jersey in partnership will1 i(:l I I I I I I , ~ ~  
iary, Utility Service Affiliates (Perth Amhoy), Iiit 1 1 1 2  III~! 
New Jersey subsidiaries provide water and WIIIIII:~~~! 

services to residents in Southampton Townsliili 1 1 1 1 ' 1  l i  
employees. Chairman: J. Richard Tompkins I I I C  N l  # 
dress. 1500 Ronson Road, PO Box 1500, Iscliii N I  lIliP,1 
Tel . (732) 634-1 500 

!/31/04/ 159 178 198 175  711  
! /31 /05167 184 & B  l B T i 4  
Y31106 182 
Y31107 

LIABILITIES ($mill ) 
Accls Payable G O  6 0  4 1  
Debt Due 121 5 9  9 2  
Other - 9 7  2 L O  
Currenl Liab 278 215 243  

Year 1 0  20 30 4Q 
.iscat 1 EARNINGS PER SHARE 

LONG-TERM DEBT AND EOUIN 
as of 3/31/06 

Total Debt $137 0 mill 
LT Debt $127 8 mill 
Including Cap Leases NA 

Leases, Uncapitalized Annual renlals NA 

Pension Liability $6 7 mill in '05 vs $5 5 mill in '03 

Pld Stock $4 0 mill 

Due in 5 Yrs NA 

(55% 01 Cap'l) 

Pld Oiv'd Paid $ 2  mill 
(2% 01 Capl) 

Common Slock 11 GO3 218 shares 
(43% 01 Cap'l) 

1/31/07 

ndar 

ZOO3 161 161 161 165 65 
!004 165 165 165 168 66 

,006 17 17 
200s 168 168 168 17 67 

July 28, 2006 

TOTAL SHAREHOLDER RETURN 

3 Mos 6 Mos 1 Yr 3 Yrs 

Oivrdends plus apprenaeon 8 I II I 8 r i  
INSTITUTIONAL DECISIONS 

30'05 40'05 10'06 
lo Buy 20 11 18 
io Sell 15 21 18 
Hld's(OO0) 1938 1107 1789 
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l:ncdnqs Predictabilily 75 

I'JICU Growth Persislence A5 

t lA l  ES PER sn 
I A s t i  FLOW" PER SH 

I-AllNlNGS PER SH 

C A I '  L SPENDING PER SH 1 8 1  
7 53 ~io(i i (  VALUE PER SH 

I:I)MMON SHS DUTST'G (MILL) 19 01 
A V t ,  AiJN'L PIE RATIO 

-___ 

I 3  1 
tlI.1ATIVE P/E RATIO 68 

fiAl.ES ($MILL) 106 0 
()I'EnATING MARGIN 36.0% 
i)clWClATlON (SMILL) 9 6  

A V U  ANN'L DIV'D YIELD 3.9% 

lW,l i'noFIT W I L L )  14.4 
/IICOME TAX RATE 40 256 

V J O I ~ K ~ N G  CAP'L ($MILL) 

$Ill1 EOUIlY (SMILL) 133.2 
b 8 T U l l N  ON TOTAL CAP'L 

f i k i ~ i N E D  TO COM EO 

1 I~IIG-TERM DEBT (SMILL) 

7 4% 

4 9% 
\LI. IDIV'DS TO NET PROF 
~,,IO: No analysl esllmales available 

52% .- 

ANNUAL RATES 

,ti Ii,trge (per share) 5 Yrs. 1 Yr 
l2,1b,!; 7 5% 80% 

l 1 1 1 l l 1  flow" 8 5% 17 0% 
t "II'llllJs 5 5% 29 0% 
I Ilvl!lrlllds 5 0% 40% 
n q h t , h  Value 5 0% 6 0% 

111 RFORMANCE 3 Average 

EARNINGS PER SHARE 

122 122 122 
I28 120 128 128 
134 134 134 134 
141 141 

111 l l l l "  30 21 24 
I,, ,1111 18 21 24 

7 88 7 90 5 17 8 40 9 11 
I_ 

18 27 1827  1827 1827  1 8 2 7  
15 5 33 1 18 5 17 3 15 4 

_- ~~ 

a8 2 15 95 94 88 
3 0Y" 2.1% 3.0% 3.49: 3.5% - 

1170  1232 136 1 145 7 1497  
33.2% 30.2% 64.4% 63.7% 56 0% 
10 2 11 9 13 2 14 0 15 2 
15.9 10.7 14.0 14.2 16.7 
35 9% I 1  0% 34 5% .lo 4% 36 2% 

a . 7 ~ ~  9.5% 1 1.2% 10 .31~  13 6% 
d 3 0  d l l  4 d3 8 d4 9 12 0 
90 0 9 0 0  1100 1100  1396  

143.9 144.3 2 4  153.5 166.4 

~ 

~- 
8 2 %  5 9% 6 7% 6 9% 6 9% 

1 1 .O% 7.4% 9.4% 9.3% 10.0% 
5 9% 2 2 %  4 1 % 3 8% 4 7% 

4 6% 70% 56% 59% 53% 

ASSETS ($mill) 2004 2005 3/31/06 
Cash Assels 109 9 4  9 8  
Receivables 1 4 6  1 8 4  154 
Inventory 6 6 6 

23  3 3  5 8  Olher 
Current Assels 284 31 7 31 6 

% p y .  Plan! 

Accum Deprecialion 190 1 2102 
Net Propedy 4568 484 8 494 7 

670 712 734 Olher 
Total Assels 5522 5077 5997 

LIABILITIES ($mill ) 
Accls Payable 9 5 1  4 6  
Deb1 Due 3 3 4 

142 155 153 Olher 
Curtenl Liab 154 209 203 

- - ~  

a Equlp, at CGSi 646 9 505 

- I _ -  

- - -  

LONG-TERM DEBT AND EOUITY 
as of 3/31/06 

lotal Debt $145 5 mill 
L l  Debt $145 2 mill 
Including Cap Leases NA 

Leases, Uncapitalized Annual tenlais NA 

Pension Liabilily $13 2 mill in 'G5 vs $9 4 mill in '04 

Pld Stock None 

Due in 5 Yrs. NA 

(42% 01 Cap'l) 

Pld Oiv'd Paid None 

Common Slock 18.271 432 shares 
(50% 01 Cap'l) 

166 9 

6:5% 7 6% 

3 6% 
58% 47% 

2006 2007/2008 

NA NA/NA 

Bold figures 
ore consensus 

-_ eornlngs 

esflrnoles 

ond, using"ihe 

recent prices, 
PiE rotlos. 

- 

. .. 

_____ 

I 

-1 .- - 
INDUSTRY: Water Utility 

--___ 

BUSINESS: SJW Corp , through its subsidiary, San Jose 
Water Company (SI WC), engages in the production, pur- 
chase, storage, punfication, distnbution and retail sale of 
water It provides water service to customers i n  Cupertino, 
San Jose, Campbell, Monte Sereno, Saratoga, the town of 
l o s  Gains, and i n  iiic couiitj of Santa C!za, California 
STWC also provides nonregulated water-related services, 
including w a p r  system operations, billings, and cash remit- 
tances and rpaintenance contract services under agreements 
with municipalities The company's other subsidiary, SJW 
Land Co , owns and operates parlung facilittes in San Jose, 
California, as well as owns commercial buildings arid other 
undeveloped land prinmnly in the San Jose metropolitan 
area, and certain properties i n  Ronda and Connecticut 
Further, STW Corp has a 70% controllmg interest in Crystal 
Choice Water Service LLC, which sells and rents water 
conditioning and punfication equipment Has 31 1 employ- 
ees Chairman Drew Gibson Inc CA Address 374 West 
Santa Clara Street, San Jose, CA 95113 Tel (408) 279- 
7800 Internet http //www sjwatercom 

A 0  

Ju ly  28, 2006 

TOTAL SHAREHOLDER RETURN 

3 M O S  6 Mos 1 Yr 3 Yrs  5 Yrs 

Dividends plus apprecralror~ as oi G/30/2006 
I 



I'ERFORMANCE 3 Average 

I l h , m i a l  Strength 

I ' $ ~ C  Slsbilily 

I'dce Growth Persistence i l M F  

I iiinings Prediclability 85 __ -- -. . .- __ . . . .. .. . . . . 

( .ASH FLOW" PER SH 

bin  tonsensus 

P E  rnlios 

IIETURN ON SHR EQUITY 
IIETURN ON COM EQUITY 

5 3  5 5  5 6  6 1  
G 7  7 2  6 7  i; 

l?/Jl /OG G G  
I .'/.I 1 107 

111/06 18 23 26 2.1 
'I 11/07 

.'IKIG 1G8 168 168 

INSTITUTIONAL DECISIOIJS 
30'05 4 0  05 10'06 

iii Buy a 10 8 
In SPII 4 3 6 

ASSETS ($mi l l )  2004 2005 3/31/06 
Cash Assels 2 0 0 
Receivables 3 7  3 8  3 8  
lnvenloty 7 8 9 

4 5 6 Olber 
Current Assels 5 0  5 1  5 3  

- - -  

Property, Plant 

Ne\ Properly 1400 1553 1578 

Total Assels 1561 1723 1753 

& Equip, a1 COS; :E? 7 !!E A 
Acciim Dep'recisiicn 24 2 27 1 .. 

11.1 119 3 - -  Other 

LIABILITIES (Smill ) 
Iccls Payable I 8  2 6  20 
k b l  Due 163 193 21 0 
3her 3.1 2 8 -- .- 
h e n l  Liab 21 2 24 7 259 

LONG-TERM DEBT M I D  EQUITY 
as o l  3/31/06 

Total Debt $60 8 inill 
LT Deb\ $39 8 mill 
Including Cap Leases PIA 

Leases, Uncapitalized Ann& reninls l ip .  

Pension Liabilily 53 9 rnill 

Pld Stock None 

Due in 5 Yrs i\lA 

[ S j X  nl C3pI) 

OS vs jj 0 mill iil 

pld Div'd Pald None 

Common Slock 6,913.716 shares 
(56% 01 Cap'l) 

BUSMESS: York Wdter Company engages i n  tlic im- 
pounding, punfication, and distnbution of water in York 
County, Pennsylvania As of March 31, 2005, the company 
had two reservoirs, Lake Willrains and Lake Redman, wluch 
together held appioximakly 2 23 billion gdlons of water I1 
wp!,lies water for resldentd, commercial, indtJsma1. and 
ot!;er cus!o.%ers As of the above date, the compdny szi-ved 
dpproxiniately 55,879 customers i n  34 municipalities in 

York County Mas 97 employees Chairman Wjlliam Mor- 
ns  Inc FA Address 130 East Market Street, York, PA 
17401 "el (717) 845-3601 Internet 
hap / /www yorkwdter com 

'1 0 - ___ 
liily 28. 1006 

TOTAL S H A R E H O L D E R  RETURN 

3 M o s  6 Mos 1 Yr 3 Yrs  5 Y r s  

8 67% -6 38% 15 95% 60 41 % 125 20% 

Di.iderds plus apprecrallon a S O f  6l30/20OG 

.. 

. .  
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Capitalrzarion I S  liabilities and net M ~ O T ~ A  Liabilirie~ ure all claiinsaiid b d l ~  owed 
by a business 

2005 
(94 Finns) 

Accounts Payable 
B a n k  Loans 
Notes Paynble 
Other Current L i a b d t a s  23262.354 31 0 

150,080 

26  188 909 
27.614 667 

'I otzl  Cuneiit  Lrabhties 
Otlicr Long I e m  Liabhticu 
Deferred Credits 450.239 

2 004 2003 
(101 Fi rms)  (88 Fir ins)  

I 20,786,040 1 27.7 1 1 32,899,357 I 47.91 L- 34,029,689 I N e t  W 01th 58.1 J 
--- 

Tot 31 Liabdit iedN et W 01 t h  75,039,855 1 l00.0]  r - K E z i T l - 7 0 4  ~ . _ _ _  [-%FGiq loo.01 

'Industry capitalizes 
primarily thmugh 
external financing.' 

T h e  industry capitalizes primarily through debt financing T h e  average net worth position 
was $20.8 million, o r  27 7% of total financing in 2005, down from 58.1% over the past 
three years. The  largest current liability was other currenl liabilities at 31 0% of  total 
capitalization.The next largest current liability was accounts payable at 3 7% o f  total 
capitalization. Each of the remaining current liabilities accounts were nominal as a 
perceriiage of io?al capiiaiiution. 
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