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 )} CASE NO. 2006-00072
)
)

OF AUGUST 10, 1994 IN ADMINISTRATIVE
CASE NO. 351

ORDER

Judy Water Association, a non-profit corporation organized under the provisions
of KRS Chapter 273, owns and operates faciiities 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, Kenfucky. 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 Middietown began providing water service to Judy Water Association in 2001.

KRS 278.010(3) effectively exempts municipal utilittes from Commission

regulation by excluding cities from the definition of utility.? In Simpson 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.

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




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

Court held this exemption did not extend to contracts for utjlity 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 [clity 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, untii a hearing has been had before
the commission in the manner prescribed in this chapter
[emphasis added].

Simpson _County Water District effectively subjects all contracts between

municipal utilites and public utilities fo 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 County decision, the Commission in Adminisirative

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

3 872 8.W.2d at 463.
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and a schedule of their rates for wholesale service.” It further directed that “[a]ny
municipal utility wishing to change or revise a contract or rate for wholesale ufility
service to a public utility shall, no later than 30 days prior to the effectiveé 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 than 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' notice 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 fo the utility. The commission may order the
ufility to give nofice of its proposed rate increase to that
utility's customers in the manner set forth in its reguiations.

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

® |d.at2.
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On November 29, 2005, Judy Water Association applied fo 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
Middietown had increased its wholesale water service rate in January 2004.7
Commission records fail to reflect that North Middietown has filed any rate scheduie 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 $1.95 per 1,000 gallons.

2. North Middietown began providing water fo 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 Middietown increased its rate to Judy Water

Association fo reflect an increase from its wholesale supplier, Kentucky-

American Water Company. North Middietown 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 ali
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.

8 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 ifs water purchase contract
with the Commission.

5. Commission records do not reflect that North Middietown 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 wholesale 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 {o 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 Middietown 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 24th 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 vebruary 24, 2006.



AFFIDAVIT

Gerald E. Wuetcher, being duly sworn, states:

1. I am the Assistant General Counsel of the Public Service Commission of
Kentucky. | have served in that position since April 2000. | 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 heid that “[a]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
adjustment.”

3. On February 17, 2008, | 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 Middietown 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 Middietown 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 fo 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 | 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 galions 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 galions 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. | 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.

LS (e —

Gerald E. Wuetcher
COMMONWEALTH OF KENTUCKY )

COUNTY OF FRANKLIN )

SUBSCRIBED and sworn to before me by Gerald E. Wuetcher thi370 day of
February, 2006. 7 / ?4
‘ . J

NOTARY PUBLIC
Kentueky-At-Large
My Commission expires 7/19/06
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WATER PURCHASE CONTRACT

Thiz enotract £51 the sale and purchase of water is entered into a3 of the day of October, 1999, hutwasn th

ity of North Middlgiown, 223 Chugch Street, P.O, Box 69 : ,
North Middletown, Kentycky 40357, s municipal corporation of the Compignyeaith of Kgtucky of
the Fifh Cless of Bowbon County .

Herphigferreimed 1o as the “Seller” and the Tudy Water Aseociation, Ino, 5031 Mavgville Rond .

Mt. Stertipe, Kentucky 403353
Herehgdior vefarred o ag the “Purchager”,

WITNESSETH:
Wharaes, the Purchaser i3 organized and estublished under the provisions of Chapler 273 of the Cedo of
e Eeatucloy Revised Statutes , Tor the purpose of constructing and operating a weter supply distibufion system

serving watsr users within (e area deseribed in plans now on file in the offlce of the Purchaser atd to seesrplish (hls purpose, the
Purchaser will ragudrs 2 supply of frested water, and '

Wherzag, the Seiler owns and operates a water supply distribution system with a capaciiy czpsbie of gecving the presert
custoraers of T1e Seller’s system and the estimated number of water users fo be served by the said Puzchaser &5 shown in the plens
of the sysiem now ot file in the office of the Purchaser, and

Whareay, by & Resolution of the Seller enacted on the 17% day of Avgnst, 1999, by the Sefles, wiich (1) approved (i
sate of water 1 the purclmget in aceordance with the provisions of this contract and (2) authorized the execution of this conttact by
5 Mayer , and atiested by the City Cletk.

Wheress, by Beschition of the Parchaser, enacted on the ﬁ day of Q{?ﬁé&l/ —— 993 by the
Purehaser whith (1) approved the purchnse of water from the seller in pocordance with the provistons of this contract and (2}
anfhorizad dis sxocvtion of this comtract by the Chairman of the Board of Judy Water Assoclation, Inc. and aifestzton by s

Seorgan

-

©

Hew, fherafors, in consideration of the foregoing and the mutual agreements hereinafter set forth,
A Thp Seller Agreps: ,

1, (Cuality and Quantity) To fumish the Purchaser at the point of delivery hereinafer specified, dusing the ierra of this
conirant o muy reewsl or extznsion thereof, potable tremted water meeting epplicable purity standards of the | Division of

Wates_Kentoiky Cabinet for Natorn] Resoyrces and Environmental Protgction in such quentlty ss msy be reqrived by
the Fircherer not 1o exceed __ 2,100,000 gallons por roonth, at the rate of seventy thousand {70,000 gatfons per day, as ot

forth in the attashed Addendum A to Water Parchase Contract, incorporated herein by referance.

2. (Foirt of Delivery and Pressure) That water will be fumished af a reasonably constant pressurs calevlated st
sopresimaiely Sy (30) gsi from existing eight (8"} inch and six (6%}, inch mmin supplies at points Jocated a5 set forth in the
autached Addenduwms A to Water Purchase Contract incorporated horein by referencs.

Il & zreater pressure (han that nomally available at the point of defivery is required by the Purchaser, the sost of providing such
greater pressurs skell be bome by the Purchaser. Emergency faflures of pressure ot supply due to main snpply ihas breaks, pover

Pt cportimg buston [ tis sofiention of Infonmation I srmslad 1o Average 1 hour por Tesponna, inchiiing fie e for seviewing Incimotions, snarebing exisling dale eoyries, pelhimiag and sebueining the difs
needied, amd comphedrs end rtvlawing e sollention ef ifhmation, Hend conments regerding dhis baxtan sstinats o vay ether aspat] of s enBlostion of Infarmation, inctuding supgesilons for evcivang il Suden.
I (1.6, Sepanmen of Apisalarre. Cliroies Offisen, STOP 7602, 1400 Indepsndance Avome, $W., woshingson, D.C, 26250-7602, Please 1503 NOT RETURN thle Foutn fo 825 addoess, Toreeed 1o ha fuan) USDA
offiie & dv. YU eranet mqulred Yo rperid 16 thie oolizotion of inlowuntion wiless B dirglays 8 currsally wnkid OMB comrol sarmder,
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Faitursy, flaod, fire and use of water to fight fire, earthquake or ofher catastrophe shall excuse the Seller from g provision for such
reasciable poded of time 2z may be necessary 0 restore service,

3, fcter Reading) Seller is responsible for reading metering devices. The metering squipmsnt shali be reed on
inorsldy basle, Aw appropuate official of the Purchaser at all reasonable times shall have access fo ity mwtery Tor the parpose of
v fy g their reading, '

4, (Biling Procedurs) To furnigh the Purchaser af the above address not later thant the ___10% _ day of ench misnih,
wish 511 itenszed statement of the amount of water furnihed to the Parchaser during the preceding month.

B, The Purchaser Agress:

1. (Rates and Peyment Date) To pay the Seller, not later than the 20 day of esch month, for wator delbversd
st ihe mte of e Dotler snd Ninety Five Cents ($1.95) per 1,000 galions,

i {Connestion Costs) To be responsible for all cosis incurred in making alf of the connections botwsen the waicr

{Eiﬁm‘m}.ﬁm J:,"im of iths yurchaser and the seller.

5. ‘Mawring Equipment) To be responsible for the obtaining of all renl property and sasomerts for purpeses of
insfalinion, operation and maintenance of its equipment as contained herein, To furnish, inswall, operaie, and maintain at its owa
axpouie st point of delivery, ths necessary metering equipment, inciuding 2 meter house or pit, and reguired devices of staselard
tyns jur vroperly meaguring the quantity of water delivered to the Purchaser and to ealibrate such metering equipiosnt whenmas
rogueitad by <he Seller tut not more frequently then once every twelve (12) months. A moter reglefesing not moye than iwa
percuat (29%) :hove or below the tast result shall be deemed to be accurate,

The pravious readings of any meter disclosed by test to be inaccurate shall be corrected for the ___nast bwelve (143
wonys previon? to snch test in accordance with the percentage of inaccuracy found by such tests, Ifany meter falls to mglsier bx
any verjod, the emount of water furnished during such period shall be deemed o be the mmount of water felivered fn e
cotrespording partod rmadiately prior to the filure, unless Sefler and Purchaser shal) sgree upon a different apount
C, 1 iy further muteally apreed betwoen the Seller and the Purchaser as follows: '

1. (Term of Contract) That this contract shall extead for 2 term of
any waler #8 shown by Do first bill submitted by the Seller to the Purchaser and, ﬂscreaﬂer may be venewed o sxteaded foy g
teren, oF terms, as mey b3 sgreed upon by the Seller and Parchaser. _

2, 1Dedivery of Water) That 30 days prior to the estimated date of completion of construciion of the Puschaser
wager sepply dstribution syster, the Purchaser will notify the Seller in writing the date for the initind delivery of water.

3, {Water for Testing) When requested by the Purchaser, the Seller will make available {o the conizactor at the puint of
delivary, or ciher point reosonably close thereto, water sufficient for testing, flushing, and trench filling the sysiemn of the Purchnyay
duriig coastraction,

yenrs from the date of the tnitied &alivaw of

4, Failuse io Deliver) That the Seller will, at all thmes, operate and meintain i15 sygtem in v elficient menner and wilt
iake such sciion 25 may be necessary 1o furnish the Purchaser with quentities of water required by the Purchaser, Tompouary or
pasthd fallures to detiver water shall be remedied with all possible dispatch. In the event of an extended shoriags of witer, o the
suppty of wazsr eveiiable to the Seller is otherwise diminished over an extended period of time, the supply of wetsy (o Purchastr's

Pubiis rpgring buse w or i volieciion of informetion is estitneted b svarmps 1 liour pat responss, bnvjosing fhe e for seviewing instnoions, saereing exdrting dets soumcy, paitharley end mpdnicinley e den

saauat, it somplodis bad § 1\*!5“'];&? the solisailon ol infomation, Bend comiments regesding this burden estimale & any oflorrapact of this collcolion ol infmmation, &eludg sapyetione fie fadealng iy ey,
[SEES ,}ep_mra el .a,_«:-m‘m_m Closyense Olilosr, BTOR 7607, 1400 ndependenns Avetie, 8,%., Wiahingion, DG, 202507602, Fittee DX ¥OT RETURN tais foum 1o s oddimes. Fonwazd to tha feod USDA
ofiiug tly, Toura oot ayuiad fo reperd to his eclizotion oEinfrmeties hiess it gl s o slld OME eontwl gumber.
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congurmers shiell be recduced or diminighed in the same ratio or proportion as the supply fo Sellst’s contumers is redvced or
dingnished

8, (Mogification of Contmef) That the provigions of this contract pertaining to the schiedule of rstes to be paid by the
Puscheser for waier delivered are subject to modification from time fo time. Any increase or decrease in xabes shell be Besed on g
demonstrable Inorense or decresss it the costs of pesformance by the seller as indicated by a cost of service study uiilizing any
methodology penerally acceptable in the potable water industry. No increase or decrease shall be effsctive wiless agreed 1o by the
pariies hersto ot approved by the Public Service Commission of the Commonwenlth of Kentucky.

6. (Regnlaiory Agencics) That this contract is subject to such rules, regulations, or laws as may be appiicabls to similar
sorevsasts i the Commonwealth of Kentucky and the Seller and Purchaser will collaborate in obtaining such permits, cartificates.
or the like, g5 may b regutred fo comply therewith.

7. (hiiscelianeous) That the construction of the water supply distribution system by the Purchager is being fnanced by &
lonn smde o inewred by, snd/or a grant from, the United States of America, acting through Rural Development of ¢bs Ualted Bizles
Depgranent oF Agricultues, and the provisions hereof pertaining (© the wndertakings of the Purchaser ape conditionsd upon e
spproal, i weiting, of the State Director of Rural Development.

8. (Successor to the Purchaser) That in the event of any occurrence rendering the Purchaser Incapabls of sorformieg
wnder this cotract, any successor of the Purchaser, whether the result of legal process, sssignment, or otherwiss, shall succesd 19
s vigdus and obligations of the Purchaser havenndet,

% Non-[rscrimination) Without Regard fo any other provision of this Water Purchase Contract, for the pusposs ol
avoiding any aspect of Hlsgel disciimination, it is routually agreed by the Sefler and the Porchaser that the Purchazer, in any event,
shall not be therged a water rate lower than the water mte charged any other independeont water disirict suppliad by the Clity of
Moreh Middlesown, Keniucky.

10, Pledge) This contract is pledged to the Rural Utility Service as part of the security for a toen or loans thal may be
rwmds o the Furchaser,

11, (Pale) The parties hercto are aware of, recognize, and have taken into account the poiential asie of the Water
Distrbution Hystom of Seller to Kentucky American Water Company, & Kentucky Corporation, which is a wility regulaied by the
Comenonwen'ih of ¥entucky Public Servive Commission. Purchager agress to abide by all rules, repulations, tacily, snd oher
conditions reiating to Seller's purohase of water from Kentucky American Water Company, and to agree to same If and when the
Water Distriation Systern of Seler is transferred to Kentucky American Water Company,

i2. {Successors in Imterest) In the event that all or any part of the water works plant and facilities of Seller which are usad
in meeting tts ebligetone under this Agreement are acquired by any other entlty, then and in that event Sefier shill be reteved of
&l 15 obligations herennder and, in such event, this agreement shall be binding upon the successor eatity taking swob acgulsition.

13, (Disclzimery It is understood and agreed between Purchoser and Seller that Scller does not, by tiis Aprsement
underiake or comzast to provide fire protection for those individvals, parinerships and corporations fo whom Purtheser is golng o
seil watsr Sarnished by Selter, Purchaser acknowledges that it is fully aware that if its customers desire fire protection or suifisient
guaniges of water for fire extinguishment, that it zoust provide the same by the construction amd mainienanee of approprisio
facilltes to ronder such a gervies and protection

Fatbtio topastlrg barden for bl nollestion of mfvemeton b satimeted to avarapy 1 hove per rosponae, nofifing tive e for reviewing npretons, searching sxfrdag dole nowrses, pethorlig end maaindng the duts
nisnder, ind complnting sd reviewing the andlnstion of informatian. Sondl commets regevding this trtian antimete ot smy ofir sapast of this collestion of Informetion, taluding, paggretlons for yeducing tis r
(OLLE. Jepustmet 65 Agsieltiters, Clesranee Offfory, 5TOP T60Z, 1400 Indeperdansa Avaras, SW,, Weshinpton, DLC, 202807602, Flenny DO NOT RETURY lhis Fonn to e sddioer. Romsvied 1 ts lost

oo v dy, Yo are not gl te resprd to Shix collsetion of Infonuution extvey It dispiaps & Sumentiy vatiy DMB eotitrol numiber. !
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14, (Cheok Valves) Purchaser will install, at its sole expense, appropriately approved chock valves which Purchaser suist
certify to Seller 25 approved, and which must be inspected by a certified plumber annually and certified in writing to Seller a5 then
currerily approved and properly working, all at the cost of Purchaser,

13, (Prepsuze) Seller shall endeavor to maintain a minima) water prossure of thirty (30) PSI at the metered connections
for the masimun delivery rates specified under this agreement; however, Seller's obligation to supply water pursuant to this
sgrsement is soiely am obligation that it shall undextake to use rensonable care and diligence in order fo prevent and svoid
fntorruptions and fluctuations in the supply of water agreed to herein. Seller can not and doss not guarenies, covenant or warsant
that hoterruptions or fluctuations will not occur, or that because of emergencies die to breaks, leaks, defects, construction or
pecesiary repeir in its facilities, or caused by fires, strikes, acts of God, or other causes, there may 2ot be perieds dusing wihich the
supply of water may be curiatled or interrupted. In the gvent of such interrptions or fluctuations, no lebikity of any neture shall be
imposed upon Seller, '

16, Purchased Water Adjustment) Setler shall be allowed 1o "pass through” to Purchaser, all increages in price from its
suppier Kentacky American Water Company, and the parties agree that the provisions of 807 KAR 5:0(;3, a8 now az may by in
effect. {ard if yepsaled, the most recent regulation governing (he subject matter, unless replaced by asothar ragulafory scheme,
which, shell then apply), "Purchased Water Adjustment for Water Districts and Water Associations” shell apply w this clause of
this &gresment, and that Seller and any successor as set forth herein shall be determined to be, for purposes of that reguiation, the
Waigr District of Water Association as get forth thersin.

In witness whereof, the parties hereto, ecting under authority of their respective bodies. have caused (s contrzct to be
duly execuated . two (2)  counterparts, sach of which shail constitute an original,

Seller:
City of Nosth Middletown
By X3 :
Bobby Lutes )
Atteg: : ' ‘Title: Mayor
% f\n%ﬁ'ﬁ.ﬁ
3 g / E‘\.ﬁ

Beoigy Frazie E&y Clerk
i
4

Purchaser:

Pulilio sipating busden for this solieetion of ifnmabion b eptimebed to avatags 1 howr per ehapenss, Including e e for veviewing insintefions, sowroling mesting dity sougoes, gatieriyg ang muintslning the dat
needed, il somploing and revizwing the vollrstion ofinforristion, Bend sommentls vepariing tiis burden antitmto of uny atier sxpest of thik oollection of infostation, inchuding ssggestions for redusing b bu-don,
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ADDENDUM A

| TO WATER PURCHASE CONTRACT BETWEEN -
CITY OF NORTH MIDDLETOWN (HEREIN THE "SELLER") AND
JUDY WATER ASSOCIATION, INC, (HEREIN THE "PURCHASER"}

DATED THE ___ DAY OF OCTOBER, 1999

4, Delivery of Water, The quantity of water to not be exceoded, Two Million One Hundred
Thousnnd (2,100,000) galions per month, shall be delivered by Seller at the rate of Seventy Thousand
70,00%) galions per day, which per day figure shall be the agreed upon quantity of delivery subjest to the
provisions of subssction B hereunder, rather than the monthly figure.

B, Broeeding, Meximum Ovantity of Water. I the maximwmn quantity of water per day o per
saouty to be furnished horeunder is exceeded in any twenty four (24) hour period, or calendar month,
respaciivety, the Seller shall have the option of:

(I}  Tesminating the supply of water to the Purchaser 2t all delivery points for she rem“sgdor of
the day or month in which the excess oceurs; or

(2}  Purchaser shall be charged an "excess usage fee" equal to four (4x} times the current
mirdmurm (dollar amount on maximum quantity usage) per thousend gallon cherge wader trm
peneral water rate schedule of Seller in offect at the time.

¢. Delivery Points. The points of delivery shall be at the following locations:

{1} Master meter No. 1 shall be located approximately 2,500 feet aprth of the intersection of
KY 627 and XY 57 on Highland Farms Property, and connect 1o an sight (8") inch line.

2) IMaster meter No, 2 shall be Jocated approximately 2,000 fect southwest of the intezsection
of US 460 and Stoney Point Road on the Douglas Witt property, and connest to a six {(6")
inch lne.

{3)  Master member No. 3 shall be located inside of the pump station, loceted on the North
Middletown Eiammtary School property on KY 3364, and connect to a six (6”) inch
Hne,

The diffrence in the two (2) readings of master meter No. 1 and master meter No. 2 shall be added

to the reading of mester meter No. 3 for the total monthly bill. These readings mumst-izke place
conserutively. :

. (4) A conventional below grade concrete master meter vault will contain a corepound mster,
strainer, swing check valve, gate valves, and a bypass line for emergencies,

D. Water Pressure at Delivery Poinfs. The water pregsure at the delivery points shall be a
rinittaum pressurs of thirty (30) pounds par square inch (30 PSI) provided, however, that the obligation of
the Ssller to maintain this miniraum pressure shall be specifically conditioned and coptingent on the
Purckazer heving in existence, and maintaining at il times, a "finished” water storage cepacity egual to at
least twanty four (24) hours current consumption, in the aggregate, of the Purchaser, :
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E. Geopraphic Boundary of Service Area. Ths geographic boundary or area in which any wates
sold azd supplied to the Purchaser by the Seller may be resold and/or furnished by the Purchaser to its
customers, or anyane else, is specifically limited to only water ugers located on proparty which is sdjacent
to the Purchaser's waterline or across public roads in Montgomery and Bourbon Counties, Kentucky, this
provision shall except those customers served by the City of North Middletown, ot on property adjacent to
or across pullic-roads from the City of North Middletown lings in Bourbon County, Kentucky, which
proparty shall have the option of service by the City of North Middletown or Judy Water.

Purchaser shall not sell or supply water supplied by Seller to nsers located anywhere outside of the
abova-described geographic area,
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