
COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

ALLEGED FAILURE OF THE CITY OF NORTH
MIDDLETOWN TO COMPLY WITH KRS 278.160
AND 278.180 AND THE COMMISSION'S ORDER
OF AUGUST 10, 1994 IN ADMINISTRATIVE
CASE NO. 351

ORDER

)
)
) CASE NO. 2006-00072
)
)

Judy Water Association, a non-profit corporation organized under the provisions

of KRS Chapter 273, owns and operates facilities that are used in the distribution of

water to the public for compensation to approximately 1,671 customers in Bath,

Bourbon, Clark, Montgomery, and Nicholas counties, Kentucky. It is a utility subject to

Commission jurisdiction.

City of North Middletown ("North Middletown"), a city of the fifth class, is located

in Bourbon County, Kentucky. KRS 81.010(5). It owns and operates a water treatment

and distribution system that provides water service to residents of North Middletown and

wholesale water service to Judy Water Association. According to Commission records,

North Middtetown began providing water service to Judy Water Association in 2001."

KRS 278.010(3) effectively exempts municipal utilities from Commission

regulation by excluding cities from the definition of utility.'n ~Sim son County Water

Annual Report of Judy Water Association, Inc. to the Public Service
Commission of the Commonwealth of Kentucky for the Calendar Year Ended December
31, 2001, at 31.

See IUlcCIellan v. Louisville Water Comoanv, 351 S.W.2d 197 (Ky. 1961).



District v. Citv of Franklin, Ky., 872 S.W.2d 460 (1994), however, the Kentucky Supreme

Court held this exemption did not extend to contracts for utility service between a

municipal utility and a public utility. The Court ruled that "where contracts have been

executed between a utility and a city..., KRS 278.200 is applicable and requires that

by so contracting the [c]ity relinquishes the exemption and is rendered subject to...
[Commission] rates and service regulation."

KRS 278.200 provides:

The commission may, under the provisions of this chapter,
originate, establish, change, promulgate and enforce any
rate or service standard of any utility that has been or may
be fixed by any contract„ franchise or agreement between
the utility and any city, and all rights, privileges and
obligations arising out of any such contract, franchise or
agreement, regulating any such rate or service standard,
shall be subject to the jurisdiction and supervision of the
commission, but no such rate or service standard shall be
changed, nor any contract, franchise or agreement affecting
it abrogated or changed, until a hearing has been had before
the commission in the manner prescribed in this chapter
[emphasis added].

Simpson Cou~nt Water District effectively subjects all contracts between

municipal utilities and public utilities to the Commission's jurisdiction, requires all

municipal utility transactions with a public utility to comply with the provisions of KRS

Chapter 278, and makes Commission approval a prerequisite to any change in a rate

that a municipal utility assesses a public utility for wholesale utility service.

Pursuant to the Simpson Countv decision, the Commission in Administrative

Case No. 351 directed that all municipal utilities that provide wholesale utility service to

a public utility "file with the Commission a copy of their contracts with the public utility

872 S.W.2d at 463.

Case No. 2006-00072



and a schedule of their rates for wholesale service." It further directed that "[ajny

municipal utility wishing to change or revise a contract or rate for wholesale utility

service to a public utility shall, no later than 30 days prior to the effective date of the

revision, file with the Commission the revised contract and rate schedule." KRS

278.160(1)and (2) and KRS 278.180(1)supported and required this directive.

KRS 278.160 provides:

(1) Under rules prescribed by the commission, each utility

shall file with the commission, within such time and in such
form as the commission designates, schedules showing all

rates and conditions for service established by it and
collected or enforced. The utility shall keep copies of its
schedules open to public inspection under such rules as the
commission prescribes,

(2) No utility shall charge, demand, collect, or receive from

any person a greater or less compensation for any service
rendered or to be rendered then that prescribed in its filed
schedules, and no person shall receive any service from any
utility for a compensation greater or less than that prescribed
in such schedules.

KRS 278.180(1) provides:

[N]o change shall be made by any utility in any rate except
upon thirty (30) days'otice to the commission, stating
plainly the changes proposed to be made and the time when
the changed rates will go into effect. However, the
commission may, in its discretion, based upon a showing of
good cause in any case, shorten the notice period from thirty

(30) days to a period of not less than twenty (20) days. The
commission may order a rate change only after giving an
identical notice to the utility. The commission may order the
utility to give notice of its proposed rate increase to that
utility's customers in the manner set forth in its regulations.

4 Administrative Case No. 351, Submission of Contracts and Rates of Municipal
Utilities Providing Wholesale Service to Public Utilities (Ky. PSC Aug. 10, 1994) at 1 —2.

Id. at 2.
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On November 29, 2005, Judy Water Association applied to the Commission for

adjustment in its rates for water service to reflect increases in the wholesale rates of its

suppliers. In support of its application, Judy Water Association stated that North

Middletown had increased its wholesale water service rate in January
2004.'ommission

records fail to reflect that North Middletown has filed any rate schedule to

reflect its current wholesale service rate or its wholesale rate prior to January 1, 2004.

Commission Staff has contacted officials of North Middletown and Judy Water

Association regarding North Middletown's provision of water service to Judy Water

Association. Based upon its discussion with these officials and its review of

Commission records, Commission Staff has advised the Commission of the following;~

1. North Middletown executed a water purchase agreement with Judy
Water Association in 1999 that provided for North Middletown to provide
wholesale water service at a rate of $1.95per 'l,000 gallons.

2. North Middletown began providing water to Judy Water Association
in December 2001. North Middletown provided this service at a monthly
rate of $2.14 per 1,000 gallons for the first 2,000,000 and $2.44 per 1,000
gallons for all purchases in excess of 2,000,000 gallons.

3. In January 2005 North Middletown increased its rate to Judy Water
Association to reflect an increase from its wholesale supplier, Kentucky-
American Water Company. North Middletown currently provides water
service to Judy Water Association at a monthly rate of $2.33 per 1,000
gallons for the first 2,000,000 and $2.65 per 1,000 gallons for all
purchases in excess of 2,000,000 gallons.

Case No. 2005-00480, Purchased Water Adjustment of Judy Water
Association (Ky. PSC Dec. 21, 2005).

Letter from Billy Ray Fawns, Manager, Judy Water Association, to Beth
O'Donnell, Executive Director, Public Service Commission (Nov. 18, 2005). Mr. Fawns
advised Commission Staff in a telephone conversation that the increase did not occur
until January 2005. See Appendix A.

Commission Staff's report to the Commission is set forth in the affidavit found
at Appendix A to this Order.
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4. North Middletown has not formally filed its water purchase contract
with the Commission.

5. Commission records do not reflect that North Middletown has
provided to the Commission written notice of the adjustments in the rates
that it assesses Judy Water Association.

Based upon the foregoing and being otherwise sufficiently advised, the

Commission finds that prima facie evidence exists that North Middletown has violated

KRS 278.160, KRS 278.180, and the Commission's Order of August 10, 1994 in

Administrative Case No. 351 by failing to file its contract to provide wholesaie water

service to Judy Water Association with the Commission on or before commencing such

service and by failing to notify the Commission of its proposed increase in its wholesale

water service rate prior to implementing such increase.

Wherefore, the Commission HEREBY ORDERS that;

1. North Middletown shall show cause in writing within 20 days of the date of

this Order:

a. why it should not be subject to the penalties prescribed in KRS

278.990(1)for its alleged failure to comply with the provisions of KRS Chapter 278 and of

the Commission's Order of August 10, 1994 in Administrative Case No. 351; and,

b. why it should not be required to refund all monies collected from

Judy Water Association that are in excess of the rate set forth in its water purchase

contract with Judy Water Association.

2. In its written response to this Order, North Middletown shall respond to the

allegations in this Order regarding its failure to comply with the provisions of KRS
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Chapter 278 and of the Commission's Order of August 10, 1994 in Administrative Case

No. 351.

3. North Middletown shall immediately cease charging Judy Water

Association the rates that differ from those set forth in its water purchase contract with

Judy Water Association.

4. Any motion requesting any informal conference with Commission Staff to

consider any matter that may aid in the handling or disposition of this proceeding shall be

filed with the Commission no later than 20 days from the date of this Order.

5. The record of Case No. 2005-00480 is incorporated by reference into the

record of this proceeding.

Done at Frankfort, Kentucky, this 24rh day of February, 2006.

By the Commission
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APPENDIX A

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 2006-00072 DATED February 24 „2006.



AFFIDAVIT

Gerald E. Wuetcher, being duly sworn, states:

1. I am the Assistant General Counsel of the Public Service Commission of
Kentucky. I have served in that position since April 2000. I have been employed as an
attorney for the Public Service Commission since July 16, 1987.

2. On November 19, 2005, Judy Water Association applied for a purchase
water adjustment pursuant to Administrative Regulation 807 KAR 5:068. Judy Water
Association's application was docketed as Case No. 2005-00480, Judy Water
Association applied for the purchase water adjustment to reflect increases in wholesale
water service rate from the City of Mount Sterling, Kentucky and the city of North
Middletown ("North Middletown"). On December 21, 2005, the Commission authorized
a purchase water adjustment for Judy Water Association, but did not consider the
increased costs related to the purchase of water from North Middletown. The
Commission held that "fa]s North Middletown has not provided the Commission with
notice of any rate change that KRS 278.780 requires„ its rate adjustment is not effective
or lawful„may not be assessed, and may not serve as the basis for a purchased water
ad)ustlTlent.

3. On February 17, 2006, I telephoned North Middletown and spoke with Ms.
Betsy Frasier. Ms. Frasier identified herself as North Middletown's City Clerk. Ms.
Frasier advised me that North Middletown had entered a purchase water agreement
with Judy Water Association on 19 October 1999. (Ms. Frasier subsequently sent by
facsimile a copy of this Agreement. This copy is attached as Exhibit A.) She stated that
North Middletown did not begin providing water service to Judy Water Association until

late 2000. North Middletown issued its first bill to Judy Water Association in December
2000. It issued its first large bill to Judy Water Association in March 2001. Ms. Fraiser
did not provide the specific rates that North Middletown is currently charging, but did
state that these rates were increased in January 2005 to reflect an increase in the rates
of North Middletown's water supplier —Kentucky-American Water.

4. On February 20, 2006 I spoke by telephone with Billy Ray Fawns, Judy
Water Association's general manager. Mr. Fawns stated that Judy Water Association
had been receiving wholesale water service from North Middletown in late 2000. He
stated that Judy Water Association originally paid $2.14 per 1,000 for the first 2,000,000
gallons of monthly usage and $2.44 per 1,000 gallons for all water in excess of that
amount. In January 2005 North Middletown adjusted the rates to $2.33 per 1,000 for
the first 2,000,000 gallons of monthly usage and $2.65 per 1,000 gallons for all water in

excess of that amount. He further stated that Judy Water Association did not receive
any advanced notice of the adjustment.



5. I requested Brent Kirtley, Manager of the Public Service Commission's
Tariff Branch, search the Commission's files for any contract or rate schedule or notice
related to North Middletown's purchase water agreement or its wholesale water service
rate. Mr. Kirtley conducted a search and advised me on February 20, 2006 that his
search failed to reveal any record of a contract or rate schedule or notice of rate
adjustment.

AFFIANT STATES NOTHING FURTHER.

COMMONWEALTH OF KENTUCKY

COUNTY OF FRANKLIN

Gerald E. Wuetcher
)
) SS
)

SUBSCRIBED and sworn to before m
February, 2006.

NOT+)/ PUBLIC
Kentucky-At-Large
My Commission expires 7/19/06
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%ATKR PURCHASE CONTRACT

Thia Ci!OtraCt fcr the esie Snd purChaae Of mater iS entered intO aS Of the dav ofOctober 1999 'b I!«esne 0!6

C~i~<<h Middletown. 223 Chutch St!net. P.O, Box 69

NOrth hmdletOWER KentnCkV 40357. a muniCiuai CcrOOratiOn Of the CO~!Ye~303 O !'rhmmrfnok P O«I

IJ!eFI5i Class ofBourbon Countv

HercixruS!er;r '!red to ah Gre ngeiler" and lhe Judv Water Association. Inc. 5031 MavtGGIll RQILG

hdt. Sterlina. Kentuckv 40353

IIcreb rax3,er iu', Ered tc cfs 'ihe 'urchaser,

xjx!PXTNESSETHt

W!3!3.;-W,tbe Purchaser is organized and established under tile provisions of C136A~/ QI Gie Code DE

TKeutk;~uc~iised statutes, for the purpose of constructing snd operating 6 vvter supply dist dbutjou aye!6!37

derV:I C Waturr ilaers 7!id» jtn Ghe area desoribed in Plane nOW On Ble in the ONCe Of the PutChaaer and tc aooor!PIISh Gida PuEPQSC, 0!Q

Par!blear 7 ii rniidre 6 supply ci'treated water, and

IVG!IS PUS, G!e SDGUE OWnS and OPeratea a Viater SuPPly dietributiOn Syatem «Pith a CaPaot> OaPSSIC Qf Sein ing GIre Preaer 3

DQSEOESDXU Df 'ie Seller'S rdr Stem and the eatimated number Of WatOr uSera tO be SerVed by the Said Pmobaaer 66 dl«r!Prn m the Plans

Of Grc hq 6!!eius ac!V Ou file in the OiTiCe Of the PurChaSer, aud

'vhe;" ls. by a Resolution of the seller enacted on the 17u day of August, 1999, by the seBer, li'.:icih i!',1 arpmvcd Gic

sale I:I vxater io Gle purcjiaiser in accordance with the provisions of this contract and (2) audhorizcd the execcitiou of this connect by

and attested by the City Clerk,

" «bcirna, b3 Rear hldon of the Purchaser, enacted on tbc~dsy of le%'i', '1999, by Gie

P'".CI assr csbiob (13 SR!pm Ved tile Pmulmae Of Water frOm the SCller in aCCOrdanCe Wigi Gie PEOVISiOE.S Of GriS Conn sot airdd (2!

auth« Gned Gl". erecution Qf this contract by the Clmiiunsn of tbe Board of Judy Water Assodadon, IE c. usnd adestation bry 1!Ic

Ivo!c'J!erato, in. consideration of the foregoing and the mutual agreements hereinafter set ibrtb,

A, Ti!JDr!le~A

1, ',Ci!Xagty and I)uandty) TO fumiah the PurCI!sacr at thC POint Of deliVery I!Dreinaher SP"Ciged, durhnuu 0!e terruc OI!196
"

Cou-,'! »ot Or cur reneWal Or e>tunaicn thereOf, POtable treated Water meeting aPPliCable Purity Standaodp Ot"i!6 DcikuSLCIJ OI

'!vau F w<i:,Avoca',E'3 ppr Natiiml Resources and Environmental protecbon 'ill eccl! EIQIMGty ss may be retiidrmI

the P nchsrdr rict tc eXC~2 2 i00000 gallons per month, at the mete of seventy thousand I!OOOO) Sai!QI!6 Psr dt!y, au Sct

forG! hi ihe aijaoiled Addei!dum A to Water Purchase Coutmct, incorporated herein bY reference.

2,:T»Irjrt Qf DeliVery aud Preeaure) That Water Will be iunuahCd at a reaSOnsbly COnStant PrChr me CSIC.»lated at

wni!~i'i telyG!htv~30 i fmm existtug eiuht <Snl inch and ~six
" inch main Nipplies st points located. s. set forjh in (hrl

intac jied Adds dum Ate water purchase contract Incorporated herein by reference,

If 6;:xeater pi clsurc titan tliat nommlly available at the point of delivery is re!Inixed by the purchaser. Glc ~st Qf pmvid jug sucli

grerrder pressdre she! I b6 home by the Purchaser. Emergency failures of pressure or supply due to nmin sn. Ply G!:.ebxeri'6, pro pic i

Err!die -.;rortiud i»era I, On c»smhar of brio!a odc!I 6 mdn 66 Io arroradc I hom Pm rcshohlu inchadnn Iho 6rtre Prrr mrdcuind Inc!umdn n scsrchirra ruirarn iam r ou oh tuihui » mc irrhr!chino I' !sr.

na ied, uld cot!!pico' cud 6'!Inx ec eaiieatir n orhdhmut!m. pend omamuas mdmdind Uuc hmdsa ceil!no!c or en«a!tres sspecl op su e uehUoh nf inc!mad»m inr.'edind auumdcr2 R,iuctr6 rid! hemic r.

Ic D 6, Icpamn ut ciuurcaauc cimm uo chime uTD3 i«66 iddd in!uvsmienoa Acanun Use «Iu hinmon 6c in!61 «coR p!mm I i IIDT RUTr inn!i!h Ilrm .oUd .'.jhuhr I-„a="ro h'ra i"-s) i!cxi
a!deci!p. To«uo;mhumercd'o upcudrodrhoohcermoorhriomrodonardcrcue pih«sacuuururmndchineormofnamhm.



failur, ftcfod, ',lre acd, use of water to fight fire, car!hquake or othor catas!topic sbafi excuse fhe Scfier &ofu this pmidsion for sud!

rcysouable pe;!od of !i!r!cas may be necessa!y to restore service,

3, ', .Io!Or PJ*adlug) Sefier is respond&le for mading metering devices. The metering equipmeut slagl be read on

ufonl!.' asis, Ao "pp!oloriate officlsl of the Purchaser at ag reasonable Qmes shall lmve access to its melam foy Qre pfuposa oi

lcs .fy.ng 'dich'cadulg.

4. f.fofilhig Proccciure) To furnish the Purchaser st the above addmss not later than the 10 day uf each !rfond;,

!tif!i!!1I!'f udhed mf!'cfufcf!t of Qle arcount of wa'tcr fliryusihsd to the purchaser during the precediug ruonth.

~, nlL:-'.Sf .;. n.
I, f'Hates and Psymeut Date) To pay the Seller,'not inter than tlm 20'ay of each mon!2!, fof. waif r dt's! Oyc i

f!I Hie Tate Oi Due Do!hr aud Nineb Five Cents {$1 95) per I M0 gafions.

{Connection Costs) To be responsible tbr afi costs incurred in making afi of the connccio!!s 'I:otwccn Q!e viator

disfzf'hudon.:"~cm* o.Q!o fturchaser and Qie seiler.

:.des!ring Bquip!cent) TO be respOnaible fOr the Obtaining Of afi real prOperty and, eaaementd for 'I!mpcceh Of

ins!Oiifuion, fdtferssdon and rnaintecance of its equipment as contained herein. To fiirnish, instalL opera!c, and nfabftatn at its mvu

expo!!se st poirft of de!i fcay, the necesuuy instating eqmpment, including a meter house or pit, and requic!d dcp!Ocs of, ctanffzm3

!ype „'cr prolwyl!f mcasuriug the quantity of water delivered to the Pfm1faser aud to calibrate such metcriug'equlpyocut v,!!eucvcy

rcquis!edl by 'ie Sailer but uot ruore irequently than once every dwclve {12)mond!s. A meter rsgisieridig no! more tpifm!ffn

percent {2'f'u) sfocvc or below the test result sltafi be deemed to be accurate.

'!be;uevits s madings of any meter disclosed by test to be inaccurate sbafi be corrected for Q!e~tu@wseivc I~I'f

n!on",,!i,pre»ion! to such test in accordance with the percentage of inaccuracy found by such tests, If an» meter fufis to mgister !fey

auy Ierioc, ii..- a!noun! of water furnished during such period shsfi be deemed to be the amount of vfater fie!iv red. h 'tio

Ccfreqfcrfdiffg PeriOd incmediately PriOr ta the Mure, unICSS SeBCr Snd PurChaaer Shag agree uPOn a QHVS!eut amcm!L

C, ~ct'ia f)i!I~reed between the Seller and Qie Purcltase! as~!
l. {Term of Contract) That this contract shaB estcud for a term ol'5 years f!om the date if the I,"dtidd defivery

oi'ukv

7 s!er 8 .)foun f!y Q!e Qrs! bifi submitted by the Seller to Q!e Purchase!rand, thereafter may bc renmved or Sudan!iud ior su" ii

terai. f'tr tsnfu::,,a msy be afgreed upon by the Seller and Parol!asar,

2. frfofivcry of water) Tltat 30 days p!ior to the estimated date of co!nplction of constmcfiou af the purobsuz's

"«»firn! SuPPIy dtslribuficu Syatem, the PurChaaer WIB nOtify thC SeBCr in Writing the date I'Or thC initial deli»ery Of »id!ter.

3, {Water for Tcsfing) Wlfcu requested by the Puxhaser, the Seller wiB make available m the cori(rector at Q!e pohit oi

deli!ru, Or OQ!Sr POint SCCSOnably CIOSe Qfdfreta, Water S!dfICISnt fear teating. BuShing. and tmnob fiiling Qte Systefu Of Q!e Puli!;oer

ilur!!!gcons!Toed!Ou.

4.:,Jfailtue tc DeliVer) Tl!at tbe Sefier Wifi, at aB timea, Opemte and nmintain itS Syatem in an effO!Ont mLmuur rffd i»ifi

M".e .Such au!Cm aa um» Le ueCOSmry tO fiumSb the Pf!Nffaaer With quanddea Of WatCr required by the PuyChaaen T."trnpofc.-:yf Oy

pp"'-': I fuu!mfs io dc!iver "»uter shafi be remedied with afi pocsible dispatch, lu the event of an extended sboags of caster, or Qte

SuPP:,y Of Via;m aVSBabie tO the Micr ie OQ!erWiSe diminiahed OVer an eXtend< PeriOd Of tune, the SuPPly af Vfater!O Pf Wiianacyf S

pfffsic .Immcc! Sam ef cdt t«stc!'on

urn!hunt!lan!c

asdmffnl lo am!atm!!f m pcf fafpmfsc hfcfofsm fha pcf' !ol fcclccdnp incfmocom cmndliffs cnfsms das tom c w! !sac soll n 4!cpJnc ffn 'fm
fnodcc, .76 cons fct,.;!name!f Ins cfc oof! econ ofen mason. Pmtd ocuunmu fmmyms fhh hnnfm mlfmmc of cny

curn!myse!

of !his costa!fan ol'in !'nilof, a!indi!6 yno f ":oiof mc!Ccfffs 'fg nff fc f,

fc us ocpomah Atcdoftffm c!scfmoc osif r syop onus fcmmdcpmdmmacalmc sm, ofcafdfwnftoc wfuo Tms piaaco oo fcor nsTUffn lue!Tm m ffccuccn.." n f.":fo!he!ms! "Co!
office .;ly. "!outea: of maa'. 6 m m post! io !hie cod cation arfnfannadnn uldem ft esp!Ca aamnlly mp6 osfB con fm! amnnm



cocsu!ners Bhx!! be reduced or Ifixuhdshed in the same mt!o or proportion as thc supply tc Segex'6 constuners is ye>lured or

diixdtiudxe>L

I>4!odificatton cf comract) Tlmt the provisions of this contmct perlaining to the schedule of vates to be paid by dic

Puroheaer fCX XVS!er d!OliVored are SubjeCt tc mcdfiiCatiOn fium time tO time, Any iuCrCaee Or deCreaee in m(PS Shafi be Caeed Cn a

dce.ncrpira'ble 'Sinuase Or deCXeaae iu the Costa Of perfcrmanCe by the Se!ler aa lad!outed by a COSt Of 6OXVtoe Stuff ufitiatng any

stet!'Io;ioiogy peueyafiy acceptable in the potable water industry. No increase or decrease sliaB be OQbcttve uxdiess agreed to by thc

prudep hoists Ce appro >ed by the Pubfic Service Conunission oF the ComruOnWealth of Kentucky.

d. (Pceguclniory Agencies) That this contract is subject to such rules, feguladons, or )sws as may be BPP»cab!e to similar

age'eefneilts cci Jhh Coinrnonceeaidl Of Ken'tuoky and the Seller and PurChaaer Will CO!labOrate in Obtcainmg SuCh Pennhe, CertZioaros.

f.r cbe like, Bs any be required to comply therewitIA

7, (leiiseel!audcus) That the COnatruCtiOn OF(he Water Supply diaiributiOn SyStem by the PurChacuf 16 being GneuVM by a

1 >An n Jade Cr ir Su"ed 'by, srcdjcr a gent frcm, the United Statea Of AmeriCa. aCting tluuugh Rural DOVdcpnient Of G>e Unitml Smie»

Deparcnent Cf Agfi;;Jiture! and the prOViaiOna hereOf pertaining tO the underttddngs Of the PurChaaer me send!Boned upon !!co

Bppruesk ciu Ivy,"cdng, cfc'.e State Director ofRural Development.

S. !Successor to the Purchaser) That in the event of any occurrence rendering the Purchaser hiccapable of perfoytuicg

!ender this Ccrronot, any Suooeeeor Of the Pumhaaerc Whether thC reault Of legal PrOCeaac aaaignment; Or OtherWts= shag SOCCend! C

iles rights tuid obligations cf tbe Purcheset 1xefeundex.

p. Ncn-D;sc!(n>)nation) without Regard to any other provision of this water puxcbase connect, fox xhe pmpoh. 61

ca Void:X>g acfie Aapeot Of Hlefad d!SCX!mhtaticu, it ia mutuagy agreed by the Seger and the Purobaeer that the P'uChoeey, in any eye!!1,

abc!i uct be r)>srged a waxer rate lower than the waier mte charged any other independent water xfishict supphed by B"e City cf

Noyxl iM'iddlexcwrL p onlucg.

!t). (Pledge) T!Bs cont>not is pledged to tire Rural Utility Service as pari, of the security for a loan or loans Smt nsu!'c

made tc rihe P us baser,

ll. (Gale) Tho parties hereto axe aware ot; xecogxdze, and have taken into account the potnnfial mie cf the 'Yva!oy

Distr bictiou cgsysudm Of Sel!er to Kentucky AmeriCan Water CcmPcay, a KentuCky COrPOrauOn, uylfiCh I'S a ngcfity regular& by tbo

Co;xvncnwea',,tlx of Ken«cicly Public Service Conurdssion. Purchaser agrees to abide by afi rulm, rsgutafionse tnxN~„and cfi!ef

CcnflitiOOS re!athng to> Sefief 6 purohaae Oi'Water frcm KentuCky Amer!em! Water COmpany, Snd le agree tc Sccrrae ldf Sud V ium 1!>C

Wc!=!Dtstnldxticn System of Selier ls tmnsferred to Kentucky Amencan Water Company,

i2. SuCCXSrOrs Jiu IntereSt) In the exent that Sll Or any Part Of the Water WOrka Plant and faoihtiea Of SeBer Widoh amd usri

m roosting ii. x bHgadons under tide Agreement are acquired by any other endty, then and in that event Sefier sbdl be re!ievcd
cf'>l

tid ObhgatiOne heeundcr and, in SuCh OVent, thiS agreement ShaB be binding upOn the SuCCeSSOr entity XcXSM;g eeoh n>W!daificci

13. (Dia."lcachner) It iS underStOOd and agreed betmeen PurChaaer and Seller that Seller deca not, by I!GS Agmeruer!i

unde.'sks or contract to provide Gre prctecdou for those individuals, psxtneysldps Snd corporations to whom Pcrchascx ia gOing IX.

scB wacex fnyrddhed by Scfier. Purchaser acknowledges that it is iugy aware that if its customers dmhe Gxe Pro!codon or eu!H."!ent

!I»odt!BS Ot' ster fOr f'ne eatinquielnnente that it muat PrOVidC the Sarue by the COnetrCCtiOn and Xnahiienanoe Of aPPmPr!Sio

froii Seato r.ndcr succh a service snd protectioxh

r csee «.W Jnn bmcan ar uu rellmdan or!nip>madan ts ~irma!apso mcmda I hour pmnupomn Inah!fmn See arne!Sc me!ceps hnmsado>p amma>on eslcdnp fo4 uommq Be!hue 4 'a!me<Jan cuc pm

cccado!, md camp!accused >r cdc dm> ec aesasson of!nip»asm>, Band ommnmn cadmsns thh hunmu aasms!e or may olnm aapaal of >h! e ncosen of!alum educe Inaludlw eunacnlcce!u." codueu Mi ~ 6:c!ca..
Io >!s, icpnuumt c!Anlccdu ac c!o nese oisec> siop 7au!400!ndepeedmee Acanuc Lwwea>dusm>u o o ypass 7m'lcoe oo >coy Asychtc limni yom to 0!cce>dkmc. Poynmd cc s !aec!

'f'>'nce

e dy. Yea mense-ualccd'c me peep lo >Mc conmdon uymlumuc!onucdms Sdhplayca mmandy nu Oean eennolnuniam
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Ia, (Chteck Valves) purchaser wiB tnstuth at its sole expense, sppzopnately appfuvcd clteck valves wMch puxchasoex must

cert!Ptr to SCBer ag approved, and which must be inspected by a cerdded phunber snnusgy and certified in v-riting to SeUsr ss thon

curzmzdy approved and properly workhfg, ag at the cost ofPfnchsser,

15, (Pressure) Seller shaH endeavor to maintain a minifnal water pressure of tlthty (30) PSI at Qm metered ronnectioztg

For tlzg ma~bun n dclhrery rates specifzed under this agreement; however, Seger's obggatton to supply water pmguant to this

agr .aleut is dc'!sly an obligation tlxat it HM1 undeztske to nse reasonable care and diligence in order to prevent and avoid

hhtuwuptious wtd ftuctuffdcns in the supply of watex agreed to herein. Seger can not snd does not guarantee, covenant or !van du!

thai igttcrzuptlong or Buctustions wiB not occur, or that because of emergencies due to breaks, leaker defects, ccnatmction cx

necczea~ repair in its facilides„cr caused by Sres, strikes, acts of God, or other causes, there may not be pcziods dming wltdch Qic

I uPPly Of'atar mnay be Curt&ed Or int~ ln the eVent Of SuCh lntenuP!iOna Or BuotuatiOna. nO liabiUty Of Sn) nature Shag lfe

import Hd upon SCBer.

16. Iptfrchffsed "tpater Adjustment) seller shaB be agowed to "pass tiuough" to puzchaser, HB tncmasee m pdce Bcfn ifg

ntppher, Kentucky ptnmican Water Company, and the parties agree that the pmvislons of 80y KA(tt 5;068, as ncw or may be in

czTec!. (antd U'epeals the most recent regulation governing the subject matter, unless replaced by another regulatory rtchefnxc

whtcit, shsB d:eu appty), npurchfhwd Water Adjustment for Water Thistzicts and Water Associationso shaB apply lo this clause cf

Rds A grcezucnh aud that seBer and any sucoessor as set forth humin shag be determined to be, for purposes of that zegtatation, dlc

Water Disfxic!, or 'Wa!Cr Association as set ibrfh therein.

ln witness utherdof, the Parties hezeto, acdng under authority of their resPective bodies. have caused tide con!re ct to be

duly PaemxtmM 1« ~w2 counterpaxts, each ofwlrich shaB constitute an original.

SCBer:
City ofN rth Middletown

Title'Mayor

Purrhaser
judy Water ation

By

Secre!ary

pebge rtpwing b udm for tfd mtfed ton of insemagon b esgmstad te sue!age I hour PN msponss, fnetuang Hta Hms lto melenftat intimations, smteldng am!Hag dan tout, ga!Imee tmd tannlt tahe Itn ties

needed. us mmplell tg md teats tns lhs eo!Isation orfnftammlarr. Hmd nunmante tegmdfng this tnm!an auhnsto orans est e!aapmt ox et» eutludon nf tnfennegon, meludtrg suwml o a I'et torlueh g ttii hem s.
to U n, ',Iepntnml ef mddeututr clo~m Duean Hlcp aunt I 4ou Independenns seenue g w wi tdnglt n Dc gfhipl ewg plau o DD Ncz p gztthN thtt thus I» tth add!ma, pmnrd Io tt a lpml 6 D 1
otp r dp. Yos ma ttol tee 'd tom!pond ol lhm n lfeethnothdhrmatto urdamil dhnlepeen resgd Ch4l! aenhel numbot.
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ADDENDUMA

TO WATER PURCHASE CONTRACT BETWEEN
CITY OF NORTH MIDDI.ETOWN {HEREIN THE nSKLI.ER") A'ND

JUDY WATER ASSOCIATION, INC, (HEREIN THE "PURCHASERe)

DATED THE DAY OP OCTOBER, 1999

A, ~Delive f Water. The quantity of water to not be exceeded, Two Mlfion One Hundred

Thousauid (2,100,000) gaUons per month, sbafi be delivered by Seller at tbc rate of Seventy Thousnud

(70,000) gafions per day, which per day figure sbaU be, the agreed upon quantity of delivery subject to the

provisions of subsection B hereunder, rather tlucn the monthly figure.

8 ~6i 'V '
lit i Wig'. If tb

'
fly K I p dh,"

mcnab io be fum shed hereunder is exceeded in any twenty four (24) hour period, or calendar month,

respectively, the Sefier shaU have the option of:

{I) Terminating the supply of water to thc Purchaser at aH delivery points for the remai»dnr of
the day or month in which tbe excess occurs; or

(2) Purchaser shaH be charged an "excess usage fee" equal to four (4x) times the current

nurdmum (dofiar amount on maximum q~ usage) per thousand gafion chiuge under the

general water rate schedule oFSefier in effect at the time.

C. Defiverv Points. The points ofdelivery shall be at the following locations:

!1) Master mater No. 1 shafi be located approximately 2,500 feet ncrth of the biterscction cf
KF 627 and KY 57 on Highland Farms Property, and connect to an eight (8") inchline.

(2) 1'daster meter No, 2 shall be located approximately Z,000 feet southwest of the intersection.

of US 460 and Stoney Point Road on the Douglas Witt property, and connect to a six (6")
inch bne.

(3) Master member No. 3 shall be located inside of the pump station, located on the North

Midcfietown Elementary School property on KY 3364, and connect to a six (6") hach

lirle,

Tbe diFbrence in the two (Z) readings of inaster meter No. I snd master meter 'No. 2 sMl be added

to fiic reading of master meter No. 3 for the total monthly bill. These readings mu.st ~he piace
ccuse mhveiv

(4) A conventional below grade concrete master meter vault will contain a compound meter„

strainer, swing check valve, gate valves, snd a bypass line for emergcnc!cs,

D. ~r Pressure st Deliverv Pctggs. The water pressure at the delivery points sbafi be a
ndrduium pressure of thirty (30) pounds per square inch {30PSI) provided„however, that, the obi~imon of
the Seller to mamtain this minimum pressure shall be specificaHy conditioned and cortingent on the

Purchaser having in existence, and maintaining at afi times, a "finished" water storage capac::ty equal to at
les ~ tw:nty Four!24) hours current consumption, in the aggregate, of tbe Purchaser,
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B. ~~Bouuderv of Service %tea. The geographic boundary or area in which any water
soll aud supplied to the Purchaser by the Seller may be resold and/or furnished by tbe Percha".er to its
customers, or anyone else, is speci&uHy limited to only water users located on property v, lv'...h is r djacent

to the Purchaser's waterRue or across public roads in Montgomery aud Bourbon Counties, Kenurcly'1 this
pro>gal!cn shalt except those customers served by the Chy of North Middletown, or ou property adjacent to
or across pubhc l'cade froru the City of North Mddietown lines in Bourbon County, Keutuchy, w!Hch

property shall bsve the option of service by the City ofNorth Middletown or Judy%ster,

Purchaser shall uot sell or supply water supplied by Seller to users located anywhere outside of the
aboveMescibed geographic area,


