






































































































































































































































































































































































































         NKWD_PSCDR3_Q2_090612 

         Case 2012-00072 

         Response to Q2 

         Witness: Herbert 

 

Q2. Refer to Northern District’s Petition, Exhibit N, “Summary of Revenue Requirements Test Year 

2011.”  State whether, in determining its Debt Service Coverage Requirement as $3,793,192, Northern 

District assumed 20 percent debt service coverage on all of its loans from KIA.  If yes, explain why 

Northern District assumed 20 percent debt service coverage. 

A2. Northern District assumed 20 percent debt service coverage on all of its loans from KIA.  

This is the same coverage used in Case 2010-00094. 

 



         NKWD_PSCDR3_Q3_090612 

         Case 2012-00072 

         Response to Q3 

         Witness: Bragg 

 

Q3. Refer to Northern District’s Petition, Exhibit A at 8. On the “Gross Debt Service Report (After Series 

2012 Refunding ), the term “Estimated” appears in the column heading for “Series 2008 KIA 08-07 Loan” 

and “Series 2010 KIA 09-02 Loan”.  Explain why these loans have been “Estimated.” 

A2: This is an internal terminology used by NKWD and Ross, Sinclaire, and Associates to describe the 

loan as, KIA does not provide a final amortization schedule for each issue until the completion of the 

project. 



         NKWD_PSCDR3_Q4_090612 

         Case 2012-00072 

         Response to Q4 

         Witness: Bragg 

 

Q4. Refer to Northern District’s Petition, Exhibit N, Schedules G and K; Northern District’s Response to 

Commission Staff’s Second Request for Information, Item 8. 

a. Explain why amounts listed on Schedule G and Schedule K for “Bulk Water Sales” and Other 

Operating Revenues” are omitted from “Revenue as Adjusted” in Item 8. 

b. If these omissions were inadvertent, recalculate the coverage ratios shown in Northern 

District’s Response to each section of Item 8 to include the appropriate level of bulk sales 

and other operating revenue. 

c. State whether operating expenses listed in Northern District’s Responses to each section of 

Item 8 exclude depreciation. 

A4a: The calculation was made taking actual 2011 numbers for revenue that include Bulk Water Sales 

and Other Operating Revenues and estimating the effect of the second stage of the rate increase from 

Case 2010-00094. These revenues for 2011 were approximately $44 million and $4 million anticipating 

that the new rates were applied. 

A4b: N/A 

A4c: Yes  













































































































































































































         NKWD_PSCDR3_Q6_090612 

         Case 2012-00072 

         Response to Q6 

         Witness: Bragg 

 

Q6. In Case No. 2005-00148, the Commission reduced payroll taxes and employee pensions and benefits 

to remove the portion that should be capitalized as payroll overhead.  Explain why Northern District did 

not propose such an adjustment in this proceeding. 

 

A6:  The District’s practice has always been not to capitalize the pensions and benefits of the hours 

charged to capital projects being conservative and not avoiding the immediate expensing of these items 

that will be incurred regardless of the classification of the expense.  The District’s payroll system is not 

readily configured to separate these costs based on hours capitalized.   

 

































         NKWD_PSCDR3_Q8_090612 

         Case 2012-00072 

         Response to Q8 

         Witness: Bragg 

 

Q8. State for each year from 2009 through 2011 Northern District’s accrued PTO liability balance as of 

December 31. 

 

A8:  The balance is made up of accrued vacation and sick leave represented by account 242-0013-000.  

The following is a summary of the total balances: 

 

Year Accrued Vacation Accrued  Sick Total 

    

2009 $483,400.23 $357,728.51 $841,128.74 

2010 $469,426.57 $336,964.04 $806,390.61 

2011 $437,408.86 $324,827.36 $762,236.22 

 

 



         NKWD_PSCDR3_Q9_090612 

         Case 2012-00072 

         Response to Q9 

         Witness: Bragg 

 

Q9. Refer to Northern District’s Response to Commission Staff’s Second Request for information, Item 

5(c). Describe each item listed in that schedule and explain why it should be included in Northern 

District’s pro forma employee pension and benefit expense. 

A9. See Attached. 
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Case 2012-00072 

Response to Qll 

VVitness: Bragg 

Qll. Provide a copy of the Northern District's current employment contract with its President. 

All. See attached. 



EMPLOYMENT AGREEMENT 

This Employment Agreement (hereinafter, the "Agreement") is made and entered into as 
of the 31st day of January, 2012 by and between the NORTHERN KENTUCKY WATER 
DISTRICT, a water district organized and operating under the provisions of Chapter 74 of the 
Kentucky Revised Statutes (hereinafter, the "District") and CHARLES RONALD LOVAN 
(hereinafter, ''Executive"). 

WHEREAS, the District desires to continue to employ Executive as its President and 
Chief Executive Officer, and 

WHEREAS, Executive desires to continue to serve the District as its President and Chief 
Executive Officer; and 

WHEREAS, the District and Executive have agreed to the terms and conditions under 
which Executive will continue to serve the District as its President and Chief Executive Officer 
and desire to memorialize the terms and conditions in writing; 

NOW, TIIERFORE, in consideration of the premises and the mutual covenants and 
agreements contained herein and other good and valuable consideration, the receipt and 
sufficiency of which are expressly acknowledged, the District and Executive hereby agree as 
follows: 

1. Employment and Duties. 

The District hereby appoints and confirms the employment of Executive as its President 
and Chief Executive Officer. Executive hereby accepts such appointment and confirmation of 
employment. Executive will devote his full business time and attention to the District and the 
performance of his duties hereUn.der, will faithfully perform his duties in a diligent and proper 
manner to the best of his abilities, and will conduct himself at all times so as to advance the best 
interests of the District. Executive will abide by all policies of the District which are applicable 
to employees generally. Executive, as President and Chief Executive Officer, will report to, and 
receive advice, supervision and direction from, the Board of Commissioners of the District and 
will be responsible and have authority for all of the managerial and operational functions of the 
District, including the management of personnel, assets, finances and capital improvements. 
Executive's duties and responsibilities shall include, but not be limited to, those set forth on 
Exhibit A attached hereto. 

2. Compensation. 

In consideration ofExecutive's services, the District shall pay and provide to Executive 
an annualized salary of Two Hundred Thirty-Six Thousand and One Hundred Fifty-Three 
Dollars ($236,153), from which deductions for income tax and other payroll withholding shall be 



made. At least once each year, the Board of Commissioners of the District will review and 
evaluate the performance of Executive and meet with Executive to discuss his performance. The 
District will not reduce Executive's armualized salary during the term of this Agreement and will 
provide Executive with an armual percentage increase in his armualized salary no less than the 
average armual percentage increase provided to all other employees of the District. In addition, 
the District; in its sole discretion, may further increase Executive's annualized salary each year 
based upon Executive's performance. 

3. Benefits. 

Executive will be entitled to all benefits offered to District Employees, as such benefits 
may be amended from time to time. These benefits include participation in the County 
Employees Retirement System and health care and dental care coverage as provided under 
District policies. In addition to the benefits offered to District Employees generally, the benefits 
listed on Exhibit B attached hereto will be provided to Executive by the District. 

4. Term and Termination. 

(a) The term of Executive's employment under this Agreement will commence on 
January 31, 2012 and will extend through August 1, 2017. 

(b) If the District decides not to extend or renew this Agreement; the District will 
provide Executive with written notice of such decision at least one hundred twenty (120) days 
prior to the expiration date specified in Section 4(a) above. In the absence of such notice, the 
District will continue to provide Executive with the salary and benefits described in this 
Agreement for such period of time beyond the expiration date specified in Section 4(a) as will 
ensure that Executive receives his salary and benefits for a period of at least one hundred twenty 
(120) days after receiving written notice that his employment will not be renewed or extended. 

(c) Notwithstanding anything in Section 4(a) to the contrary, and subject to the notice 
and cure period described herein, the District may terminate Executive's employment for canse. 
For purposes of this Agreement; the term "cause" shall include, but not be limited to, the 
following: 

(i) the continued failure on the part of Executive, without the consent of the 
District, to perform substantially his duties hereunder as desiguated and 
assigned by the District (other than any such failure resulting from 
incapacity due to illness); 

(ii) habitual failure to follow the District's policies and procedures; 
(iii) Executive's conviction of a felony or any crime involving dishonesty or 

moral turpitude; 
(iv) Executive's dishonesty in perfonning his duties; 
(v) any material violation by Executive of the terms of this Agreement; or 
(vi) Executive's addiction to drugs or alcohol that negatively affects job 

performance. 
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The District will provide Executive with a minimum often {1 0) days written notice of 
Executive's termination for cause and the basis for termination, during which period Executive 
may respond to the District regarding the basis for termination. In addition, with respect to items 
{i), (ii) and (v) above, the District may only terminate Executive's employment under this 
Agreement following Executive's failure to cure the basis for termination for cause within thirty 
(30) business days after receipt of written notice of the basis for termination for cause. 

(d) Should the District terminate Executive's employment under this Agreement 
without cause prior to the expiration date specified in Section 4(a), the District will continue to 
pay Executive for the remainder of the term, as applicable, either, (i) Executive's full annualized 
salary in the event Executive is not re-employed; or {ii) the difference between the Executive's 
annualized salary and any lesser annualized salary from new employment in the event Executive 
is re-employed. The District will cease paying Executive any and all of his annualized salary if 
Executive receives an annualized salary from new employment that is equal to or higher than his 
annualized salary with the District. The District also will continue to provide Executive with 
medical and dental coverage and with the Disability Insurance benefit and the Life Insurance 
benefit listed in Exhibit B attached hereto (but no other benefits) until the expiration of the term 
specified in Section 4(a) or until such benefits are replaced through new employment, whichever 
occurs first. 

5. Defense and Indemnity. 

The District will defend and indemnify Executive against all claims, actions and 
judgments arising from Executive's employment under this Agreement, whether occurring 
before or after the termination of Executive's employment under this Agreement, except for 
those claims, actions or judgments caused by gross negligence, recklessness or intentioual 
misconduct of Executive. 

6. Governing Law. Form and Service of Process. 

This Agreement will be governed by and construed in accordance with the laws of the 
Commonwealth of Kentucky. All actions, suits and other proceedings with respect to this 
Agreement will be brought only in a court of competent jurisdiction in either Campbell County, 
Kentucky or Kenton County, Kentucky. In any such action, suit or proceeding, such court shall 
have personal jurisdiction over all of the parties hereto, and service of process upon them under 
any applicable statutes, laws and rules will be deemed valid and good. 

7. Severabilitv. 

The invalidity, illegality or unenforceability of any provision of this Agreement will not 
affect the validity, legality or enforceability of the remainder of this Agreement, and this 
Agreement will be reformed to the extent necessary to effectuate the foregoing. 
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8. Assignment. 

This Agreement will be binding upon and inure to the benefit of the parties hereto and 
their respective heirs, successors and assigns. Notwithstanding the foregoing, Executive may not 
assign any of his rights or obligations hereunder without the prior written consent of the District. 

9. ~endloent. 

This Agreement may be amended only by a written document signed by the District and 
Executive. 

10. Waiver. 

No waiver of any provision of this Agreement will be effective unless in writing and 
signed by the party making the waiver. No valid waiver of any provision will constitute a waiver 
of any other provision or a continuing waiver. No delay or omission in exercising any right 
hereunder will constitute a waiver of such right or any other right. 

11. Entire Amement. 

This Agreement constitutes the entire agreement between the parties and supersedes all 
prior and contemporaneons agreements, representations and understandings of the parties, 
whether oral or written, with respect to the subject matter stated herein. 

12. Termination of Prior Agreements. 

All prior employment agreements between the District and Executive, including the 
Employment Agreement dated as of December 7, 2000, the Amendment thereto dated as of 
January 31, 2002, the Employment Agreement dated as of January 31, 2003, and all subsequent 
amendments thereto, are terminated as of January 31, 2012. 

13. Headings. 

The headings of the Sections in this Agreement are inserted for convenience of reference 
only and are not intended to be a part and shall not affect the instruction or interpretation of this 
Agreement. 

14. Acknowledgment. 

Executive acknowledges that he has thoroughly read and understands this Agreement and 
has received a copy of it for his permanent files. 
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IN WITNESS WHEREOF, this Agreement is executed in triplicate, each copy being 
considered an original, by and on behalf of the District and Executive, as of the date first above 
written. 

EXECUTIVE NORTHERN KENTUCKY WATER DISTRICT 

?7~~ L.'%/~ 
Charles ROl1llldL{) ~asw~er 

Attachments: 
Exlnoit A, Duties and Responsibilities 
Exhibit B, Benefits 

Chairman, Board of Commissioners 
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EXHIBIT A 

EMPLOYMENT AGREEMENT 

DUTIES AND RESPONSmiLITIES 

The President and ChiefExecutive Officer of the Northern Kentucky Water District wt-n 
lead and manage the District in the accomplishment of the goals, objectives and strategic 
planning established in coopemtion with the Board of Commissioners. The duties and 
respoasibilities of the President and CbiefExecutive Officer include the following: 

(a) Plan, develop, organize, direct and evaluate the District's opemtional functions 
within the legal and enViromnentlil frameworK: dictated by the Kentucky Public 
Service Commission, the Kentucky Division of Water, the U.S. Environmental 
Protection Agency and other appropriate regulatory agencies. 

(b) Oversee the development and implementation of a compreben8ive community 
involvement/marketing/public relations program for the purpose of creating a 
positive and visible presence in the Northern Kentucky community. 

(c) Oversee the capital budget and District expenditures and the timely and accurate 
analysis of budgets and financial reports that will assist the Board and District 
staff in managing their responsibilities. 

(d) Serve as a mentor to the District staff and oversee the professional growth and 
development of the District staff. 

(e) Provide strategic -input and leadership on deCision-making issues affecting the 
organization. 

(f) Communicate regularly with the Board of Commissioners and keep the 
Commissioners fully informed of all pending issues. 

(g) Evaluate the District's structure for continual-improvement in the efficiency and 
effectiveness of the District as well as the professional growth and development 
of the District Staff. 

(h) Enhance and/or develop, implement, and enforce poliCies and procedures that will 
improve the overall opemtion and effectiveness of the District. 

(i) Along with the District's staff, associate with loclil, state, regionlil and national 
organizations, serving on key committees where possible, with the purpose of 
building alliances and relationships that will help the District achieve its goals. 
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EXHIBITB 

EMPLOYMENT AGREEMENT 

BENEFITS 

The President and Chief Executive Officer (hereinafter, "Executive'') will be entitled to 
the following benefits in addition to those benefits provided to District employees generally: 

(a) Disability Insurance: The District will pay directly or reimburse Executive for up 
to Three Hundred Dollars ($300.00) per month for actual disability insurance 
~;~remiums. 

(b) Paid Time Off: Executive shall be considered to have had twenty-five (25) years 
of service for the purpose of determining Paid Time Off. As of January 31, 2012, 
Executive has twenty-one and eight-tenths (21.8) days immediately available. 

(c) Life Insurance: The District will provide term life insurance coverage to 
Executive in the amount of one year's salary. 

(d) Extension of Medical Coverage: To the extent permitted by law, the District will 
allow Executive to extend his coverage under the District's healthcare policy for a 
maximum of thirty-six (36) months after leaving the District's employment, with 
the cost of the premium for such coverage and any additional charge related 
thereto being borne solely by Executive. 

(e) Automobile Allowance: The District will provide Executive with an automobile 
allowance of One Thousand and 00/100 Dollars ($1,000.00) per month for 
Executive's purchase or lease of a 4-door, full-size automobile. Executive will b\l 
required to obtain insurance with reasonable policy limits set by the District and 
to arrange for the naming of the District as an additional insured. All insurance, 
maintenance and fuel ex~;~enses for the automobile will be paid by Executive. 



         NKWD_PSCDR3_Q12_090612 

         Case 2012-00072 

         Response to Q12 

         Witness: Bragg 

 

Q12. Provide a copy of Mr. Bragg’s presentation to Northern District’s February 25, 2011 regarding 

monthly and quarterly billing. 

 

A12:  See attached. 

 











































































         NKWD_PSCDR3_Q16_090612 

         Case 2012-00072 

         Response to Q16 

         Witness: Bragg 

 

 

 

Q16. Refer to Northern District’s Response current program to reduce non-revenue water. 

Q16a. Describe Northern District’s current program to reduce non-revenue water. 

A16a. Please refer to response by District to PSCDR2, Q21C. 

Q16b. Provide a copy of Northern District’s contract with ADS Environmental Services. 

A16b. Attached as A16b 

Q16c. Provide all written guidance that Northern District has provided to ADS Environmental Services 

regarding the conduct of the pilot program. 

A16c. Meeting was held with ADS and a map overview of the District area was discussed. Attached are 

items A16c and A16c1.  A16c is the map of the service area review and A16c1 is the reports for 2010 and 

2011 from ADS. 

Q16d. Identify the water main sections that were examined in 2010 (15 miles) and 2011 (67 miles). 

Explain why these sections were selected for the pilot program.  State the criteria used for the selection 

A16d. These are the river city water mains which are older and have had higher frequency of failures.  

Also, since sewers are close in proximity water does not always surface. 

Q16e. Describe the results of the 2010 and 2011 main inspection. 

A16e. Please refer to report in response to 16c. 
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