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1. Refer to the Commission's July 24, 2014 Order in Case No. 2013-002371 and to 

the Application in the instant proceeding, page 3, Item 15. In its Order, the Commission granted 

WSKY a rate increase that would increase annual revenues by 3.95 percent. At Item 15, WSKY 

states that the requested rates in this proceeding will generate additional annual revenues in the 

amount of $516,989, a 24.62 percent increase. Identify, discuss, and quantify each change to 

WSKY's operations that has occurred since Case No. 2013-00237 that contributes to the need for 

such a significant rate increase at this time. 

Response: Although the Company was issued an Order and began billing under the 

rates approved in Case No. 2013-00237 on July 24, 2014; the test year 

utilized in Case No. 2013-00237 ended December 31, 2012. The 

implication being, the Company already has an immediate need for 

revenue as the period of revenue recognition (July 24, 2014 – July 23, 

2015) does not match the test year (January 01, 2012 – December 31, 

2012).  

Between its last case and its current case the Company has noticed 

increases in capital spending and decreases in its operating income. The 

drivers are listed below: 

 Capital Spending: 

Plate Settler Project – Approximately a $373,000 increase to plant in 

service. 
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24
th

 St Main Replacement Middlesboro Project – Approximately a 

$69,000 increase to plant in service. 

45
th

 St Main Replacement Middlesboro Project – Approximately a 

$101,000 increase to plant in service. 

Operating Income: 

Salaries, Wages, Pension and Other Benefits – Approximately a $96,000 

increase versus last case. 

Depreciation and Amortization – Depreciation and Amortization expenses 

from Case No. 2013-00237 totaled $195,291, and current proposed 

Depreciation and Amortization expense totals $346,602. The difference in 

expense is $151,311 which is caused by both, the proposed change in 

depreciation rates and increases in gross plant in service. 

Operating Revenues – Although the Commission authorized recovery 

$2,310,187, the Company recognizes only $2,167,760 in operating 

revenue, which is a difference of $142,427. The difference is cause by loss 

of customers, consumption declines and an incorrect proof of revenue 

from Case No. 2013-00237. 

 

Witness: Brian Halloran  
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2. Refer to the Application, Exhibit 3, and to the Application, Exhibit 5, Direct 

Testimony of Brian N. Halloran ("Halloran Testimony"), Page 15, lines 6-12. As shown on 

Exhibit 3, consolidating WSKY's current rates will result in a 29.31 percent rate increase to a 

typical residential customer in WSKY's Middlesboro service territory, but will result in a 14.80 

percent rate decrease to a typical residential customer in WSKY's Clinton service territory. On 

page 15, Mr. Halloran states that rate consolidation is appropriate "because many of the 

operational and management costs are common amongst both territories." 

a. Given the significant difference the proposed rate consolidation would 

have on the rates of the customers in WSKY's two service territories, discuss the consideration 

WKSY gave to gradually moving toward cost-based rates over multiple future rate filings instead 

of immediate implementation through this Application. 

b. Discuss whether WKSY believes that a gradual move toward consolidated 

rates would reduce rate shock on its customers and, therefore, be more appropriate than an 

immediate implementation of consolidated rates. 

c. Provide all documentation, e-mails, correspondence, or work papers that 

detail the consideration given to a gradual move toward consolidated rates. 

Response: 

a. WSKY did consider gradually moving toward cost-based rates over future 

rate filings. However, the overall revenue request increase in this filing, 

24.62%, is very similar to the impact of consolidating rates for 

Middlesboro customer. 
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b. WSKY does not believe a gradual move towards consolidated rates would 

be noticed by the customer base in Middlesboro as there is minimal 

difference between implementing consolidated rates or proposing an 

across the board increase of 24.62%.  

c. N/A 

 

Witness: Brian Halloran  
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3. Refer to the Application, Exhibit 4, Schedule A. An acquisition adjustment is 

reported in the amount of $137,269. 

a. Provide the original entry used to record the acquisition adjustment. 

b. Discuss the details of the acquisition made by WKSY that required the 

recording of the acquisition adjustment. 

c. Provide an amortization schedule that shows the acquisition adjustment's 

entire life. 

Response: 

a. Please refer to the attached workbook labeled “Staff DR 2.03 – Acquistion 

Adjustment” for the Company’s response. 

b. The acquisition adjustment was made to balance the acquisition entry of 

the system.  

c. Please refer to the attached workbook labeled “Staff DR 2.03 – Acquistion 

Adjustment” for the Company’s response. 

 

Witness: Brian Halloran 
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Staff DR 2.03 

 

Acquistion Adjustment 

(See attached Excel file) 
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4. Refer to the Application, Exhibit 4, Schedule A. Deferred Charges are reported at 

$224,617. List each deferred charge included in this balance. For each deferred charge provide 

the following: 

a. a description of each charge; 

b. an amortization schedule for the charge's entire life. 

Response: 

a. Please refer to the attached file labeled “Staff DR 2.04 – Deferred 

Charges” for the Company’s response. 

b. Please refer to the attached file labeled “Staff DR 2.04 – Deferred 

Charges” for the Company’s response. 

 

Witness: Brian Halloran 
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Staff DR 2.04 

 

Deferred Charges 

(See attached Excel file) 
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5. Refer to the Application, Exhibit 4, Schedule D and Workpaper s. Column G on 

Schedule D demonstrates that WSKY's unadjusted test-year billing determinants (minimum bills 

and gallons sold) produce $2,100,262 in annual water sales revenue when billed at present rates; 

however, Workpaper s demonstrates that pro forma present rate revenues are equal to $2,100,262 

after adjustments are made to test-year revenues to remove sales to the Clinton Detention Center 

and to reduce test-year sales for the "Usage Normalization Adjustment" proposed by WSKY. 

a. State whether the billing determinates shown in Schedule D are the actual 

test-year amounts, or whether they are the test-year amounts after adjustments were made to 

remove sales to the detention center and to account for the "Usage Normalization Adjustment." 

b. If Schedule D shows the unadjusted test-year billing determinants, explain 

why the resulting test-year revenue total of $2,100,262 is equal to the adjusted amount shown on 

Workpaper s. 

c. If Schedule D shows the test-year billing determinants after adjustments 

were made to remove sales to the detention center sales and the "Usage Normalization 

Adjustment," provide a billing analysis that shows separately the actual test-year billing 

determinants and the adjustments made thereto. 

Response: 

a. The billing determinates shown in Schedule D are the test-year amounts 

after adjustments were made to remove sales to the detention center and to 

account for the “Usage Normalization Adjustment”. 
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 b. N/A 

c. Please refer to the file provided in response to Staff DR 1.3 labeled “Staff 

DR 1.3 – wp s Revenue”.  The tab labeled “Detailed Billing” shows the 

raw data of actual test-year billing determinants, less the removals of out-

of-period adjustments and the detention center sales which are shown on 

the tab labeled “Removals”.  The “Detailed Billing” tab was then used to 

organize the tab labeled “Detailed Billing Pivot”, which was used to 

produce the tab labeled “Schedule D”, which shows what Schedule D in 

Exhibit 4 would be prior to any “Usage Normalization Adjustments”.    

The tab labeled “Detailed Billing Pivot v2” shows same information as 

“Detailed Billing Pivot”, but “Detailed Billing Pivot v2” applies the 

“Usage Normalization Adjustment”.  “Detailed Billing Pivot v2” was used 

to produce the tab labeled “Schedule D v2”, which shows Schedule D in 

Exhibit 4 with all test-year billing determinants and adjustments that 

WSKY is proposing to revenue. 

 

Witness: Brian Halloran 
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6. Refer to the Application, Exhibit 4, Schedule D, Middlesboro Municipal Fire 

Protection WIND. 

a. Provide a detailed explanation of this information. 

b. Explain where this rate is in the current tariff on file with the Commission. 

Response: 

a. This customer classification applies to one customer only and this 

customer is an industrial customer located in the S Side Industrial Park in 

Middlesboro who receives Fire Protection services. 

b. Although this rate is not in the current tariff on file with the Commission, 

the customer was being billed according to a historical service agreement 

that was effective prior to UI’s acquisition of this system, and is consistent 

with what was approved in the last rate case. 

 

Witness: Brian Halloran 
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7. Refer to the Application Exhibit 4, Workpaper sand the Halloran Testimony, 

Page 4. 

a. Provide a copy of the consumption analysis for July 2008, through June 

2015 ("consumption analysis") that is referred to on Page 4.  

b. State the reason why WSKY began the analysis with July 2008, instead of 

an earlier date. 

c. For any decline in consumption shown in the consumption analysis, 

identify and explain the reasons for the decline and provide evidence that additional consumption 

decline will continue into the future for each stated reason. 

d. On Workpaper s, WSKY reduces "Per Books" revenue by $13,737 to 

account for a "Usage Normalization Adjustment." Provide work papers that show the derivation 

of the $13,737 adjustment using the results of the consumption analysis. 

e. State whether any of Utilities, Inc.'s ("UI") other regulated subsidiaries 

have requested adjustments similar to the "Usage Normalization Adjustment" in rate applications 

filed with other state regulatory commissions. If yes, provide a copy of all commission orders 

that either authorized or denied the adjustment. 

f. State whether WSKY agrees that, if the Commission accepts the proposed 

"Normalization Revenue Adjustment," matching adjustments are also warranted to decrease test-

year purchased water, purchased power for pumping, and chemicals. If WSKY does not agree, 

explain. If WSKY agrees, quantify the adjustments that WSKY finds is appropriate, provide the 
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calculation for each adjustment, and explain why WSKY did not propose each adjustment in its 

Application. 

Response: 

Please reference the zipped folder labeled “Staff DR 2.07” for the files mentioned 

in response to the questions below.  Due to the large file size and limitations on 

uploading documents, the majority of these files will be produced on compact 

disc.  

 

a. Please refer to the attached workbook, “WSKY Consumption Analysis”. 

The rates used to adjust usage can be found on tab, “Consumption 

Change”, cells L45:L52. 

Supporting workbooks are labeled, “WSKY Customer Counts” and 

“WSKY yyyy Bills”. 

b. WSC’s Customer Care and Billing (“CC&B”) software was implemented 

in June of 2008. The Company has used July 2008 as the start date for this 

analysis as that marks the beginning of its reliable and consistent customer 

consumption data. 

c. Reasons for consumption decline include, but are not limited to the following: 

i. The gradual movement toward household low-flow appliances and 

fixtures such as dishwashers, washing machines and toilets.  

ii. Household conservation efforts from environmental awareness.  
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iii. Price increase for water service. 

 

Declining consumption is not just a reality facing WSKY. The Water Research 

Foundation (“WRF”) and the U.S. Environmental Protection Agency (“EPA”) 

jointly sponsored a study entitled North America Residential Water Usage Trends 

Since 1992 (“the Study”).  The Study summarizes there is “…a pervasive trend 

toward lower water usage per household. The Magnitude of the decline is 

consistent across North American utilities and is confirmed by more detailed data 

provided by the study’s partner utilities,” (p. xxvii). The Study stated that “many 

water utilities across the United States and elsewhere are experiencing declining 

water sales among households. This study is available at 

http://www.waterrf.org/Pages/Projects.aspx?PID=4031.  

 

Further, one of the water utilities central to this study was the Louisville Water 

Company (“LWC”), which serves customers in the Louisville area. The study 

shows that water consumption per household declined by 21 gallons per day, 

when comparing data from 1990 through 2007 (p. 64). This translates into an 

annual “conservation” effect of .62% per household per year, compounded. These 

results are remarkably similar to WSKY’s internal analysis, which shows an 

average annual “conservation” effect of .72% per customer per year. The study 

also found that the impact of low-flow appliances translate “into an annual 
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average “conservation” effect of .56% per household per year, compounded.” (p. 

61). And that “Louisville is still between the innovation and maturity period for 

the Ultra-Low-Flush toilets and efficient clothes washers.” (p.61). 

 

WSKY’s actual results of declining usage is consistent with WRF and EPA’s 

findings and the trend, which WSKY has noticed over the last seven years will 

remain a trend, until it is no longer a trend.  

 

The Company has updated its consumption analysis to incorporate the most recent 

data it has available, which is consumption through November 2015. As can be 

seen by the below graph, WSKY continues its declining consumption trend. 
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d. Please refer to the file provided in response to Staff DR 1.3 labeled “Staff 

DR 1.3 – wp s Revenue”.  The “Usage Normalization Adjustment” of 

$13,737 is calculated by taking the difference between the total test-year 

revenues by customer class and meter size shown in Column P of the tab 

labeled “Schedule D v2” and the total test-year revenues by customer class 

and meter size shown in Column P of the tab labeled “Schedule D”.  The 

tab labeled “Schedule D v2” is the calculation of test-year revenues and 

proposed revenues by customer class and meter size that shows the test-

year billing determinants after adjustments were made to remove sales to 

the detention center sales and the “Usage Normalization Adjustment”.  

The tab labeled “Schedule D” is the same calculation as the tab labeled 

“Schedule D v2”, as described above, but the tab labeled “Schedule D” 

doesn’t incorporate the “Usage Normalization Adjustment”. 

 

e. UI’s sub, Utility Services of Illinois, Inc. (“USI”) was granted a usage 

decline adjustment of 2.65% annually, in its most recent rate application. 

Per page 23 on the attached order (“USI Docket 14-0741”) the 

Commission found, “USI has provided ample support for its projected 

decrease in water consumption for the 2015 test year, including six years 

of historical data from 2008 to 2014 showing annual consumption 

declines.  The Company also provided industry studies, reports, executive 
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orders, and other governmental policies indicating a trend throughout the 

industry toward lower water usage. Additionally, the Company presented 

a demonstration that shows weather normalization is unnecessary in this 

situation where the Company’s analysis includes several years of data 

since any variations in the weather during this time period are likely to 

offset each other.” 

 

f. The Company agrees matching adjustments are warranted to decrease test-

year purchased power for pumping and chemical expense. The Company 

does not agree it is prudent to reduce purchased water expense, as that 

expense is a fixed expense with no variable component. The Company did 

not include an adjustment for chemical expense nor purchased power 

expense as the Company’s analysis showed its historical data does not 

appear to be statistically significant. Chemical-to-pumped data is not 

statistically significant because chemicals are sometimes purchased in 

bulk in an effort to save costs and the use of chemicals may be impacted 

by weather in addition to consumption. Purchased power-to-pumped data 

is not statistically significant because purchased power costs are typically 

higher in colder periods, due to the heating needs of the plants, which are 

the same periods consumption is lowest. 
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However, after more consideration the Company agrees adjustments are 

warranted and is proposing both a -.72% reduction to purchased power 

expense and chemical expense, which is consistent with the overall 

average customer consumption reduction proposed by the Company. A -

.72% reduction to purchased power expense results is a proposed expense 

reduction of $646.36 ($89,773 * -.72%). A -.72% reduction of chemical 

expense results is a proposed expense reduction of $823.02 ($114,308 * -

.72%). 

 

Witness: Brian Halloran 
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STATE OF ILLINOIS 
 

ILLINOIS COMMERCE COMMISSION 
 

Utility Services of Illinois, Inc.   : 
       : 
Proposed Rate Increases for Water   : 14-0741 
and Sewer Service. (tariffs filed   : 
November 10, 2014)    : 
 
 

ORDER 
 
By the Commission:  

I. INTRODUCTION  

A. Procedural History 

On November 10, 2014, Utility Services of Illinois, Inc. (“USI” or the “Company”) 
filed tariff sheets with the Illinois Commerce Commission (“Commission”), pursuant to 
Section 9-201 of the Public Utilities Act (“Act”).  In these tariff sheets – ILL.C.C. No. 3 
First Revised Title Sheet, First Revised Sheet Nos. 1 through 4 and ILL.C.C. No. 4 First 
Revised Title Sheet, First Revised Sheet Nos. 1 and 2 – USI proposed a general 
increase in rates for water and sewer service as well as other proposed changes. 

Notice of the proposed changes reflected in the tariff sheets was sent to 
customers, posted in USI’s business offices, and published in a newspaper of general 
circulation in its service areas, in accordance with the requirements of Section 9-201(a) 
of the Act and the provisions of 83 Ill. Adm. Code Part 255.  The Commission issued an 
Order on December 17, 2014 suspending the tariffs up to and including April 10, 2015 
and initiating this proceeding.  Subsequently, the Commission re-suspended the tariffs 
on March 25, 2015 up to and including October 10, 2015. 

On December 19, 2014, the Attorney General of the State of Illinois (the “AG”) 
filed an appearance.  On January 16, 2015, the Company filed a Motion for Entry of a 
Protective Order in this proceeding, which was granted on February 18, 2015.  On 
January 6, 2015, the Galena Territory Association (“GTA”) filed a verified petition to 
intervene.  On April 23, 2015, Westlake Village Master Homeowners Association, Inc. 
(“WVMHA”) filed a verified petition to intervene.  On April 30, 2015, Westlake Village 
Limited Partnership (“WVLP”) filed a verified petition to intervene.  On July 6, 2015, 
Lake Holiday Property Owners Association, Inc. (“LHPOA”) filed a verified petition to 
intervene.  All of the petitions were granted. 

Pursuant to notice as required by the law and rules and regulations of the 
Commission, an evidentiary hearing was held before a duly authorized Administrative 
Law Judge (“ALJ”) of the Commission at its offices in Chicago, Illinois on May 20, 2015.  
At the evidentiary hearing, the Company, the AG, Staff of the Commission (“Staff”), 
GTA, WVMHA, and WVLP (collectively, GTA, WVMHA, and WVLP are the 
“Intervenors”), appeared and presented testimony.   
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The Company presented the following witnesses: Steven Lubertozzi, President of 
USI; Dimitry I. Neyzelman, a Financial Planning and Analysis Manager at Utilities, Inc. 
(“UI”); Justin Kersey, the Financial Planning and Analysis Manager of USI; Bruce T. 
Haas, Vice President of Operations for the Midwest Region of UI; John F. Guastella, 
President of Guastella Associates, LLC; and Dylan W. D’Ascendis, a Managing 
Consultant at Sussex Economic Advisors, LLC.  

The following witnesses testified on behalf of Staff: Richard W. Bridal II, Mary H. 
Everson, and Theresa Ebrey, Accountants in the Accounting Department of the 
Financial Analysis Division; Christopher Boggs, a Rate Analyst in the Rates Department 
of the Financial Analysis Division; Janis Freetly, a Senior Financial Analyst in the 
Finance Department of the Financial Analysis Division, Jonathan M. Sperry, a Water 
Engineer in the Water Engineering Program of the Safety and Reliability Division; and 
Michael McNally, a Senior Financial Analyst in the Finance Department of the Financial 
Analysis Division.   

The Intervenors presented the following witnesses: Joe Mattingley, the Chief 
Executive Officer of GTA on behalf of GTA; Steven Korn, a member of the board of 
directors of WVMHA on behalf of WVMHA; and Timothy H. Jagielski, the Assistant 
Counsel at Williams Charles, Ltd. on behalf of WVLP.  The AG presented the testimony 
of Frank W. Radigan, a Consultant at Hudson River Energy Group.  

Initial Briefs and Reply Briefs were filed by all of the parties, except LHPOA, on 
June 16, 2015 and July 7, 2015, respectively.  On July 17, 2015, Staff filed a Motion to 
Deny Requests for Public Forum, which was granted on August 3, 2015.  The record 
was subsequently marked “Heard and Taken.” 

The ALJ’s Proposed Order was served on August 7, 2015.  On August 21, 2015, 
the AG and the Intervenors along with LHPOA filed Briefs on Exceptions.  On 
September 4, 2015, the Company and Staff filed Reply Briefs on Exceptions.  This 
Order considers all of the positions and arguments set forth in the Briefs on Exceptions 
and Reply Briefs on Exceptions. 

B. Nature of Operations 

USI is a wholly owned subsidiary of UI.  UI owns approximately 63 water and 
sewer utilities operating in 15 states, including USI.  Water Service Corporation (“WSC”) 
manages the operation for all of UI’s water and wastewater systems, including USI.  
WSC provides management, administration, engineering, accounting, billing, data 
processing, and regulatory services for the utility systems.  WSC’s expenses are 
assigned directly to a utility or distributed to the various companies pursuant to a 
formula that has been approved by the Commission.  

   USI was incorporated in 2013 solely for implementation of the merger into a 
single entity of the 23 separate wholly owned subsidiaries of UI that provided water and 
sewer services in Illinois (the “Illinois Utilities”).  The merger was approved by the 
Commission on October 7, 2014 in Docket No.13-0618.  Under the approved merger, 
the existing rates of each of the Illinois Utilities remained in effect for the customers 
located in divisions of USI corresponding to the service areas that were served by the 
former UI operating subsidiaries.  More than half of those utilities had not filed for a 
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general rate increase since 2010, and the rates for six of those companies were 
established during the period from 1987 through 2004.  For most of the predecessors 
that filed for rate increases after 2010, the current rates were designed to recover 
expense levels based on test years that included costs incurred in 2010.   

USI provides water service to approximately 12,000 customers and almost 3,000 
availability customers via almost 50 wells and more than 1.39 million (“mm”) linear feet 
of water distribution mains.  USI also provides wastewater service to approximately 
4,000 customers via more than .240 mm linear feet of wastewater collection mains and 
seven wastewater treatment facilities.  USI serves customers in twelve different 
counties throughout Illinois, including Jo Daviess, Kane, Lake, LaSalle, Marshall, 
McHenry, Peoria, Stephenson, Vermilion, Will, and Winnebago. 

C. Test Year 

USI’s filing is based on a future test year ending December 31, 2015, with pro 
forma adjustments for known and measurable changes.  No party challenged the 
reasonableness of using the year 2015 as a future test year. 

The Commission concludes that the test year ending December 31, 2015, with 
adjustments for known and measurable changes, is appropriate for the purposes of this 
proceeding.   

D. Requested Increase 

USI originally proposed to increase annual revenues by $2,326,239 for water 
service and $576,917 for sewer service.  In surrebuttal testimony, USI proposed a 
$2,061,306 revenue increase for water and $533,552 increase for sewer which reflects 
that USI agreed with or accepted, in whole or in part, numerous Staff and AG proposed 
adjustments and updated certain items.  

II. RATE BASE 

A. Uncontested Issues  

1. Working Capital  

Staff witness Ebrey proposed an adjustment to the Company’s proposed 
calculation of cash working capital to remove the impact of real estate taxes where 
payment is deferred for more than one year because the deferral results in an extended 
payment lag from which the Company has the use of the funds.  Staff Ex. 1.0 at 7-8.  
The Company accepted Staff’s adjustment.  USI Ex. 7.0 at 1-2. 

The Commission finds that this adjustment is appropriate. 

2. Plant Disallowances from Prior Proceedings (Including 
Derivative Impacts) 

Staff proposed an adjustment to remove certain plant that had previously been 
disallowed in prior rate cases of Del-Mar Water Company and the derivative 
adjustments for that plant.  Staff Ex 3.0 at 2.  The Company accepted Staff’s 
adjustment.  USI Ex. 7.0 at 2 and Scheds. 7.02 W and 7.04 W. 

The Commission finds that adjustment to be appropriate. 
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3. Capitalized Time in Plant Accounts with No Assets 

Staff witness Ebrey proposed an adjustment to remove capitalized labor 
associated with plant accounts 307 and 335 because there were no assets in those 
accounts.  Staff Ex. 3.0 at 3-4.  The Company accepted Staff’s adjustment.  USI Ex. 7.0 
at 2 and Scheds 7.02 W and 7.04 W. 

The Commission finds that Ms. Ebrey has correctly analyzed this issue and her 
position is adopted. 

4. Derivative Impact of Illinois State Income Tax Rate Change 

Staff proposed an adjustment to reflect the impact on accumulated deferred 
income taxes (“ADIT”) for the decrease in the Illinois state income tax (“SIT”) rate from 
9.5% to 7.75% effective January 1, 2015, in accordance with Public Act 98-496.  Staff 
Ex. 1.0 at 9-10.  The Company accepted Staff’s adjustment.  USI Ex. 7.0 at 8.  No other 
party addressed this issue in testimony. 

 The Commission finds that adjustment to be appropriate. 

5. Derivative Impact of 2014 Bonus Depreciation 

Staff proposed an adjustment to reflect the impact on ADIT of the 50% bonus 
depreciation that the Company elected in 2014.  Staff Ex. 1.0 at 12-13.  The Company 
agreed with Staff’s adjustment and updated the adjustment to include the impact of 
changes in 2014 utility plant in service (as set forth in USI Exhibit 7.0, Schedule 7.11 W) 
and to use the correct SIT rate of 7.75% as opposed to the 9.5% that was used in the 
calculation of Staff’s adjustment.  USI Ex. 7.0 at 3; USI Ex. 8.0 at 1-2.  Staff concurs 
with the updated adjustment proposed by USI.  Staff Ex. 7.0 at 6.  No other party 
addressed this issue in testimony. 

The Commission finds that adjustment to be appropriate. 

6. Oakwood Main Project 

USI proposed adjustments in its rebuttal testimony to include a major water main 
project for the Oakwood service area.  USI Ex. 7.0 at 2; USI Ex. 9.0 at 1-3.  USI first 
discussed this plant addition in its December 22, 2014 supplemental direct testimony, 
USI Exhibit 5.01, wherein USI stated that the project was expected to be completed by 
the end of 2014 and was unintentionally left out of USI’s direct testimony exhibits.  USI 
Ex. 5.01 at 1-3.  Staff reviewed supporting documentation for the main project and did 
not object to the inclusion of the project in rate base.  Staff Ex. 7.0 at 7.  No other party 
addressed this issue in testimony. 

The Commission finds that adjustment to be appropriate. 

7. Capitalization of Costs Associated with 83 Ill. Adm. Code 280 

In its original response to a Staff data request, Staff DR RWB 3.02, the Company 
indicated that it intended to include costs associated with the implementation of 83 Ill. 
Adm. Code 280, Procedures for Gas, Electric, Water and Sanitary Sewer Utilities 
Governing Eligibility for Service, Deposits, Billing, Payments, Refunds and 
Disconnection of Service, in its test year forecast.  In the Company’s supplemental 
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response to Staff DR RWB 3.02, the Company stated that in order to ensure 
compliance with the rule changes to 83 Ill. Adm. Code 280 it will spend $643,140 which 
will be capitalized to computers and depreciation over eight years, resulting in an 
increase to the Company’s depreciation expense of $80,393.  Staff Ex. 1.0 at 21-22.  
Staff’s direct testimony required that if USI intended to request recovery of these costs, 
the Company should in its rebuttal testimony clearly set forth the necessary changes to 
its proposed revenue requirement and provide a detailed explanation of these additional 
costs.  USI provided the required explanation in its rebuttal testimony and referenced its 
responses to Staff DRs RWB 7.01-7.03 which were outstanding at the time Staff’s direct 
testimony was prepared.  USI Ex. 7.0 at 2-3; USI Ex. 6.0 at 5-6.  Staff has no objection 
to including the proposed costs required to implement and comply with changes to 83 
Ill. Adm. Code 280.  Staff Ex. 7.0 at 8.  No other party addressed this issue in testimony. 

The Commission finds these adjustments to be appropriate. 

8. Original Cost Determination 

 Based on the adjustments to plant in service recommended by Staff and as 
calculated on Schedule 1.15, Staff recommended that the Commission Order include 
the following language:  

IT IS FURTHER ORDERED that the $37,241,560 original 
cost of water plant in service for Utility Services of Illinois, 
Inc. at December 31, 2013, as reflected on Staff Schedule 
1.15, is unconditionally approved as the water original costs 
of plant.  

 IT IS FURTHER ORDERED that the $11,760,334 original 
cost of sewer plant in service for Utility Services of Illinois, 
Inc. at December 31, 2013, as reflected on Staff Schedule 
1.15, is unconditionally approved as the sewer original costs 
of plant.  

 Staff used December 31, 2013 for the original cost determination because the 
twelve months ending December 31, 2013 represents the most recent calendar year for 
which final historical data is available.  Because USI maintains its books on a calendar 
year basis, using the most recent calendar year for which final historical data is 
available would set a more reasonable starting point for updating the original cost 
determination in future rate cases.  Due to its acquisition during 2014, the Galena 
Territories–Oakwood service area was not included in Staff’s original cost 
recommendation.  Staff Ex. 1.0 at 21-22.  The Company agreed with Staff’s 
recommendation.  USI Ex. 7.0 at 3.  No other party addressed this issue in testimony.  

The Commission finds Staff’s recommended language is appropriate and should 
be included in the Ordering paragraphs. 

B. Contested Issues 

1. Deferred Charges 

The impact on rate base of the contested operating expense issue concerning 
deferred maintenance expense is discussed in Section III.B.1 of this Order.  
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C. Commission Analysis and Conclusion 

The development of the approved water rate base adopted for USI for purposes 
of this proceeding is shown in Appendix A to this Order, while the approved sewer rate 
base adopted for the Company is shown in Appendix B to this Order.   

The Commission finds that the adjustments to the rate base reflected in the 
appendices are supported by the evidence, are reasonable, and should be adopted.   

III. OPERATING EXPENSES 

A. Uncontested Issues  

1. Add-On Taxes / Public Utility Tax 

Staff proposed an adjustment to remove add-on taxes from operating revenues 
and expenses.  Additional amounts of add-on tax included in the Company’s proposed 
increases were removed through the gross revenue conversion factor on column (f) of 
Schedules 1.01 W and 1.01 S.  The taxes are an add-on charge to customers’ bills and 
are not an actual operating expense of the utility.  Staff Ex. 1.0 at 8.  The Company 
agreed with Staff’s adjustment.  USI Ex. 7.0 at 1-2.  No other party addressed this issue 
in testimony. 

The Commission finds Staff’s adjustment to be reasonable. 

2. Illinois State Income Tax Rate Change 

Staff proposed an adjustment to reflect the impact on the test year expenses at 
present rates for the decrease in the Illinois SIT rate from 9.5% to 7.75% effective 
January 1, 2015, in accordance with Public Act 98-496, Income Tax Rate – Section 201.  
Staff Ex. 1.0 at 9.  USI agreed with Staff’s adjustment.  USI Ex. 7.0 at 8.  No other party 
addressed this issue in testimony. 

The Commission finds this adjustment is proper. 

3. Lake Marian Loss of Prudent Abandonment Amortization 

Staff proposed an adjustment to extend the length of the amortization period for 
the Lake Marian Water Production Plant Loss of Prudent Abandonment.  Staff’s 
adjustment results in a reduction to the annual amortization expense.  Staff Ex. 1.0 at 
10-11.  The Company does not agree with Staff’s adjustment; however, for purposes of 
reducing the number of issues in this proceeding the Company accepted Staff’s 
adjustment.  USI Ex. 7.0 at 9.  No other party addressed this issue in testimony. 

The Commission finds Staff’s adjustment to be reasonable. 

4. 2014 Bonus Depreciation  

Staff proposed an adjustment to include the impact of the calendar year 2014 
50% bonus depreciation in the revenue requirement.  Staff Ex. 7.0 at 12-13.  The 
Company agreed with Staff’s adjustment and updated the adjustment to include the 
impact of changes in 2014 utility plant in service (as set forth in USI Exhibit 7.0, 
Schedule 7.11 W) and to use the correct SIT rate of 7.75% as opposed to the 9.5% that 
was used in the calculation of Staff’s adjustment.  USI Ex. 7.0 at 3; USI Ex. 8.0 at 1-2.  
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Staff concurs with the updated adjustment proposed by USI.  Staff Ex. 7.0 at 6.  No 
other party addressed this issue in testimony. 

The Commission finds Staff’s proposed adjustment, as updated by the Company, 
to be reasonable. 

5. Holiday Parties, Events & Picnics Expense 

Staff proposed in direct testimony the removal of USI’s holiday parties, events, 
and picnics expense because these costs are not necessary for the provision of utility 
service and should not be recovered from ratepayers.  Staff Ex. 2.0 at 10.  USI did not 
oppose this adjustment in its rebuttal testimony.  USI Ex. 7.0 at 8. 

The Commission finds Staff’s adjustment to be reasonable. 

6. Customer Service Expense 

Staff proposed a reduction to USI’s forecasted billing and customer services 
expense to a more reasonable level as determined by the Company in its response to 
Staff DR MHE 7.05.  Staff Ex. 2.0 at 11-12.  USI agreed with the adjustment in its 
rebuttal testimony.  USI Ex. 7.0 at 8. 

The Commission finds Staff’s adjustment to be reasonable. 

7. Unaccounted-For Water Expenses 

Staff witness Sperry testified that the amount by which the unaccounted-for water 
exceeds the maximum as defined by the Company’s tariffs is 4.2%. Staff Ex. 11.0 at 3, 
Sched. 11.03.  Given Mr. Sperry’s testimony that the Company’s unaccounted-for water 
was in excess of that permitted by the Company’s tariff, Staff witness Everson 
calculated an adjustment to operating expenses of negative $25,893 to account for 
excess purchased power and fuel, excess chemicals, and excess purchased water.  
Staff Ex. 8.0, Sched. 8.03.  USI did not oppose Mr. Sperry’s testimony nor Ms. 
Everson’s proposed adjustment.  USI Ex. 13.0 at 5.  

The Commission finds Staff’s adjustment to be reasonable. 

8. Rent Expense 

Staff proposed an adjustment to reduce the level of the rent expense based on a 
more reasonable rate per square foot for the proposed new lease than the rate per 
square foot proposed by the Company.  Staff Ex. 2.0 at 8-10.  The AG’s proposed 
adjustment eliminated the increased rent expense that its witness determined to be 
unsupported.  AG Ex. 1.0 at 6.  At the evidentiary hearing, USI accepted the AG’s 
adjustment, eliminating the increase to rent expense in its entirety, thus making Staff’s 
proposed adjustment moot.  

The Commission finds the AG’s adjustment to be appropriate. 

9. Rate Case Expense 

a. Legal Fees 

Pursuant to Section 9-229 of the Act, the Commission is to “specifically assess 
the justness and reasonableness of any amount expended by a public utility to 
compensate attorneys or technical experts to prepare and litigate a general rate case 
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filing.  This issue shall be expressly addressed in the Commission’s final order.”  220 
ILCS 5/9-229.  No party, including Staff, proposed an adjustment for legal fees in their 
testimony or Initial Briefs.  The Company proposed legal fees of $200,000, to which 
Staff agreed.  USI Ex. 7.2; USI Ex. 13.2; and Staff Ex. 2.0, Sched. 8.02 at 3.  In the 
present case, the Company has chosen outside counsel to represent them in litigation.  
In response to a data request, the Company provided copies not only of the amount 
budgeted for outside counsel and his hourly rate, but also detailed hourly billing records 
and invoices for outside counsel outlining the services performed along with the date 
and time in which he performed them.  The responses were admitted into the record as 
USI Exhibit 13.2.  These expenses appear commensurate with the expected cost of a 
case of this type.  

The Commission finds that the expenses incurred for outside counsel to litigate 
this proceeding are just and reasonable under Section 9-229 of the Act.  

b. Depreciation Study Witness 

Staff witness Sperry testified that USI incurred $15,724 in charges for work 
related to a depreciation study as of the filing of Staff’s rebuttal testimony.  Staff Ex. 
11.0 at 2.  USI estimated a total cost of $32,000 for the depreciation study, but that 
estimate assumed approximately $16,000 in costs related to post filing work (e.g., 
preparation of rebuttal testimony, testimony at hearings and post hearing briefing).  USI 
Ex. 7.2, Part 1.  Given that the depreciation rates are uncontested, there should be no 
further costs incurred related to the issue.  Therefore, Mr. Sperry recommended that a 
negative adjustment of $16,276 be made to rate case expense to reflect actual charges 
incurred related to the depreciation study.  Staff Ex. 11.0 at 2-3, 6.  USI agreed with 
Staff’s recommendation.  USI Ex. 13.0 at 3.   

The Commission finds this adjustment to be reasonable. 

c. Rate of Return Witness 

Staff proposed an adjustment to rate case expense for USI’s rate of return 
witness’s expenses.  Staff witness McNally testified that the $23,956 actually billed for 
work related to rebuttal testimony was not just and reasonable.  Staff Ex. 12.0 at 2.  
Staff and the Company reached an agreement on the appropriate level of costs for the 
Company’s expert testimony.  They agreed that $20,000 would be a reasonable amount 
to recover through rates. Id. The adjustment is reflected in Staff witness Everson’s 
rebuttal schedules.  Staff Ex. 8.0 at 4.  The Company confirmed that agreement in the 
surrebuttal testimony.  USI Ex.13.0 at 3. 

The Commission finds that the expenses incurred for the costs of the rate of 
return witness, as modified by the agreement of Staff and the Company are just and 
reasonable under Section 9-229 of the Act. 

d. Mailing, Travel, and Other Costs 

Staff proposed an adjustment to USI’s forecasted travel to public forums since 
the Commission did not hold any public forums and none had been planned.  Staff Ex. 
2.0 at 91-101.  The Company incorporated Staff’s adjustment into its surrebuttal 
testimony schedules; therefore it is no longer contesting this issue.  USI Ex. 13.0 at 3. 
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The Commission finds this adjustment to be reasonable. 

10. Fuel Expense 

Staff proposed a two-fold adjustment to USI’s fuel expense to reflect the decline 
in fuel prices that occurred after USI prepared its fuel forecast and to remove the 
inclusion of the 2% escalation factor USI added to its forecast.  Staff calculated its 
adjustment using the U.S. Energy Information Administration Short Term Energy 
Outlook, dated February 2015.  Staff Ex. 2.0 at 2.  Staff proposed a fuel expense 
forecast of $2.66 per gallon for the 2015 test year based on its calculation.  In its 
surrebuttal testimony, USI accepted Staff’s proposal to use $2.66 per gallon for the 
projection of the 2015 fuel expense.  USI Ex. 12.0 at 2.  In its Reply Brief, the AG 
changed its recommendation stating that it agreed that Staff’s recommendation should 
be adopted because its analysis shows that the 18-month average of gasoline price 
forecast is $2.69 per gallon which is comparable to Staff’s recommendation.  The 
Intervenors do not oppose Staff’s approach. 

The Commission finds Staff’s adjustment to be reasonable.   

B. Contested Issues  

1. Deferred Maintenance Expense 

a. Company’s Position 

USI witness Haas provided descriptions of, the need for, and cost information 
regarding major deferred maintenance projects that were included in the Company’s 
revenue request.  Among other things, these projects included hydro tank inspections, 
inspection and cleaning of sewer systems, inflow and infiltration research and repair, 
and hydro tank painting.  USI Ex. 5.2.   

The Company notes that it accepted Staff’s proposed adjustments to deferred 
maintenance expense.  The resulting annual expense supported by Staff and the 
Company is $294,440. 

The Company complains that AG witness Radigan focused on the overall level of 
spending rather than specific projects and proposed a blanket adjustment to reduce 
total deferred maintenance expense to $300,000.  The Company states that it 
specifically identified the projects that would be performed and the costs (USI Exhibits 
5.2 and 5.3), contrary to the AG’s incorrect assertion that USI “did not show any reason 
for such a dramatic increase” in the level of deferred maintenance expense.   

The Company further complains that Mr. Radigan did not identify any specific 
maintenance project that should be postponed or canceled in order to maintain the 
annual expense level he thought should be constant over time.  According to the 
Company, the AG failed to provide any factual basis for its assumption that all 
maintenance can be staggered so the future expense should be based on the same 
number of projects at the same cost as in past years.  USI Exhibit 5.2 identifies the 
Company’s Policy and Maintenance Guidelines associated with its Asset Management 
Program underlying the timing of the deferred maintenance projects.  The Company 
argues maintenance schedules are affected by a diverse set of factors, including among 
other things, the nature of the maintenance, age and type of facility or equipment being 
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maintained, climate, extent of deterioration from varying demands placed on the assets, 
improved asset management techniques and budgeting constraints.  The Company 
contends that the AG’s recommendation did not examine or assess any aspect of the 
Asset Management Program.  Accordingly, the Company urges the Commission to 
reject the AG’s recommendation. 

b. AG’s Position 

The AG argues that given the large number of water and sewer facilities owned 
by the Company, it should be doing several deferred maintenance projects like painting, 
testing, and inspecting each year, and its annual expense should be constant over time.  
AG Ex. 1.0 at 12.  However, the AG contends that the Company’s projected deferred 
maintenance expense is almost double that of 2014 and approximately four times 
greater than what was incurred in 2009, 2010, and 2011.  Id. at 13.  According to the 
AG, the Company did not show any reason for such a dramatic increase.  Thus, AG 
witness Radigan recommended that the Company should only be allowed recovery of 
$300,000 for deferred maintenance, which is over 20% higher than the 2014 actual 
expense amount of $245,000.  Id. at 13.  

The AG states that while Staff witness Bridal’s recommendation to reduce 
deferred maintenance expense by almost $200,000 is very close to the amount of Mr. 
Radigan’s proposed adjustment, Mr. Bridal’s proposal is based on a different theory.  
The reduction recommended by Mr. Bridal is based primarily on an adjustment that 
extends the amortization period on certain tank painting projects from five years to ten 
years.  Staff Ex. 1.0 at 17; Staff Sched. 1.14 W at 1; Tr. at 72.  The AG asserts that Mr. 
Bridal admitted during cross-examination that his proposal to lengthen the amortization 
period on tank painting will not preclude USI from recovering those costs; it merely 
stretches out the period for recovering the costs.  Tr. at 75.  The AG adds that Mr. Bridal 
took no consideration of the number of proposed tank painting projects in the 2015 test 
year against the historic average of such projects.  Tr. at 76.  The AG concludes that it 
does not object to the Commission adopting Mr. Bridal’s extended amortization period.  
However, because Mr. Bridal’s adjustment makes no attempt to consider the justness 
and reasonableness of the amount of the Company’s proposed cost recovery for 
deferred maintenance, the AG argues that the Commission should adopt Mr. Radigan’s 
proposed adjustment in addition to Staff’s recommended adjustments.   

With respect to USI’s position, the AG notes that the Company argues that Mr. 
Radigan’s proposed adjustment should be rejected because he failed to identify any 
unnecessary projects and he did not conduct any inspections of the facilities in 
question.  The AG contends that USI’s argument flips the burden of proof on its head 
because the Company bears the burden of establishing the just and reasonableness of 
its proposed rates pursuant to Section 9-201(c) of the Act and USI failed to meet its 
burden. 

c. Intervenors’ Position  

The Intervenors note that although the AG and Staff recommended different 
approaches to reduce deferred maintenance expense, the final numbers reached by 
both parties were within a few thousand dollars.  Thus, the Intervenors state that they 
do not oppose the Company’s revised expense level of $294,440, which reflects its 
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acceptance of Staff’s adjustments, since it is nearly identical to the AG’s proposed 
reduction.  USI Ex. 12.0 at 9. 

 

d. Staff’s Position 

Staff proposed three adjustments to deferred maintenance expense and deferred 
charges.  Staff proposed an adjustment to remove deferred volatile organic compound 
testing costs that were incurred prior to the test year and for which the Commission did 
not authorize the deferral as required by 83 Ill. Adm. Code 605, the Uniform System of 
Accounts in Illinois, Instructions to Account 186, Miscellaneous Deferred Debits.  Staff 
also proposed an adjustment to remove the cost of painting the Company logo on tanks.  
Staff explains that this adjustment was made because: (1) painting the Company logo 
on tanks is not necessary for the provision of utility services; (2) the costs to paint the 
Company logo on tanks are incurred for promotional, institutional, or goodwill 
advertising which is not permitted under the Act; and (3) recovery of the costs incurred 
to paint the Company logo on tanks is contrary to Commission guidance in its Final 
Order in the Company’s most recent rate case.  Finally, Staff changed the amortization 
period for tank painting from the Company-proposed period of five years to ten years, 
thereby reducing the amount of deferred maintenance expense included in the revenue 
requirement.  Staff argues that ten years is a more reasonable length of time between 
tank paintings because it is consistent with the amortization period that has been 
requested by the Company in prior rate cases and consistent with the amortization 
period approved by the Commission in prior rate cases.  Staff Ex. 1.0 at 13-17.  

Staff agrees with AG witness Radigan in that the Company’s forecasted level of 
deferred maintenance expense for the test year was beyond what should be expected.  
Staff observes that its analysis and resulting adjustments removed specific, non-
recoverable costs in addition to extending the amortization period for various tank 
painting projects from five years to ten years, consistent with prior Commission practice.  
Id.  These adjustments reduced water deferred maintenance expense for the test year 
by $199,896.  Staff Ex. 1.0, Sched. 1.14 W.  Staff explains that while its adjustment to 
extend the amortization period for tank painting projects reduced test year tank painting 
amortization expense, these adjustments also increased deferred charges in rate base 
by $459,640.  Id.  The net effect of Staff’s adjustments to deferred maintenance and 
deferred charges was to reduce the revenue requirement requested by the Company for 
its water service areas by $154,583.  Staff Ex. 1.0, Sched. 1.05 W. 

Staff takes issue with the AG’s assertion that Staff makes no attempt to consider 
the justness and reasonableness of the amount of the Company’s proposed cost 
recovery for deferred maintenance, but instead only proposes to stretch out the 
recovery of the same costs over a longer period.  Staff argues that this statement 
mischaracterized Staff’s position and it is incorrect, as Staff witness Bridal proposed 
adjustments which disallowed several deferred maintenance costs because the 
deferrals had not been authorized by the Commission, were not necessary for the 
provision of utility services, or were not permitted under the Act.  Staff Ex. 1.0 at 13-16.  
Thus, Staff asserts that it did consider the justness and reasonableness of the amount 
requested by the Company for deferred maintenance.  
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Staff states that the AG is correct that one component of Mr. Bridal’s adjustment 
to extend the amortization period for tank painting from five years to ten years does 
extend the recovery of the same costs over a longer period.  However, Staff notes that 
the ten year amortization period is consistent with both the Company’s and the 
Commission’s prior practice.  Staff Ex. 1.0 at 16-17.  Staff further notes that the AG 
does not object to Mr. Bridal’s reasoning regarding the extended amortization period.   

Staff maintains that for the reasons set forth above, the Commission should 
adopt its adjustments to deferred maintenance expense and deferred charges. 

e. Commission Analysis and Conclusion 

As noted by the Intervenors, Staff and the AG are in agreement that the 
Company’s forecasted level of deferred maintenance expense for the test year was 
beyond what should be expected.  Although Staff and the AG recommended different 
approaches to reduce this expense, they both reached similar results.  The Commission 
agrees with these parties that the deferred maintenance expense should be adjusted 
downward.  Based on a review of the record, the Commission finds that Staff’s 
proposed adjustments are supported by the evidence, reasonable, and should be 
adopted.  Contrary to the AG’s assertions, Staff’s analysis shows that it considered 
whether the amount requested by the Company was just and reasonable.  Staff 
identified specific costs that should be disallowed because the deferrals had not been 
authorized by the Commission, were not necessary for the provision of utility service, 
and were not permitted under the Act.  Moreover, its adjustment, which the AG does not 
object to the Commission adopting, to extend the amortization period for tank painting 
projects is consistent with both the Company’s and the Commission’s prior practice.  
For these reasons, the Commission adopts Staff’s adjustments, which were accepted 
by the Company, and declines to approve any further reductions proposed by the AG.   

2. Rate Case Expense – WSC Personnel 

a. Company’s Position  

USI asserts that its revenue request includes the costs of WSC employees who 
performed the work necessary to file and obtain Commission approval of new rates.  
These costs were supported by time records maintained by WSC employees, which 
were admitted into the evidentiary record.  USI Ex. 7.2 (Part 1); USI Ex. 13.2 (Part 1).  
Those records identify the employees who performed the work, provide a description of 
the work performed, and show the amount of time spent.  USI contends that the same 
type of information was provided to the Commission in Docket Nos. 12-0603/12-0604 
(Consol.).  Both Staff and the Commission found that the utilities in those cases had 
provided sufficient information to support the recovery of WSC employee costs as part 
of rate case expense.  USI Ex. 12.0 at 10.  Consequently, USI asserts, the AG’s 
argument that the Company has not provided sufficient support for the recovery of costs 
of internal personnel who worked on this rate case is unfounded.  

 USI avers that the AG’s argument with respect to the accounting for rate case 
expense attributable to WSC employees is the same argument that was previously 
reviewed and rejected by Staff in Docket Nos. 11-0059/11-0141/11-0142 (Consol.) and 
Docket Nos. 11-0561 through 11-0566 (Consol.).  In the latter proceeding, Staff 
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reviewed the Company’s method of accounting for internal employee costs related to 
rate cases and verified it ensured no double counting of internal labor in rate case 
expense and test year labor charges. 

 According to the Company, the test year operating expenses allocated to USI for 
WSC wages and salaries do not include any amounts for employees working on rate 
cases because those employees charge that time directly (“cap time”) to the particular 
company, as they are required to do by the Affiliated Interest Agreement (“AIA”) 
approved by the Commission.  Those direct charges are subtracted from the amount of 
operating expenses that are allocated to operating companies such as USI.  In other 
words, the residual amounts allocated to USI and other UI affiliates include no directly 
assigned expense for work performed by employees on rate cases.  USI points out that 
its exhibits show the amount of cap time reductions.  The Company reduced its 
expenses by $112,028 for rate case cap time.  USI Ex. 3.2 at 1.  Thus, the Company 
contends the reductions are not mere “bald assertions” as claimed by the AG.  They are 
backed up by the books and records of the Company, which reflect the time reported by 
employees as cap time.  

b. AG’s Position 

The AG argues that USI did not establish that certain WSC employees’ salaries 
are not included in both rate case expense and wages and salaries expense.  AG 
witness Radigan observed that without a showing that there is no double counting of 
internal staff time allocated to both wages and salaries expense and rate case expense, 
all rate case expense costs should be excluded from the test year revenue requirement.  
AG Ex. 2.0 at 18.  The AG asserts that because USI failed to show that there is no 
double counting, the AG recommended that the Commission adopt Mr. Radigan’s 
recommendation that the internal staff component of rate case expense be removed 
from the test year revenue requirement – a downward adjustment of one-fifth of 
$195,470, or $39,094.  AG Ex. 1.0 at 10. 

The AG contends that USI’s assertion that the Commission rejected the AG’s 
argument concerning double counting before in Docket Nos. 11-0561 through 11-0566 
(Consol.) is erroneous.  The AG submits that the Commission did not address this 
argument because the companies did not provide enough evidence to establish that 
their proposed rate case expense was just and reasonable.  Charmar Water Company, 
et. al., Docket Nos. 11-0561 through 11-0566 (Consol.), Final Order at 20 (May 22, 
2012).  The AG notes that the Commission stated that it was mindful of the double 
counting concern raised by the AG, but it did not address that issue, because “[t]he 
Commission cannot make an informed judgment regarding that initial “single”-counting 
of these labor expenses, as that information is not in the record.”  Id.   

c. Staff’s Position 

In direct testimony, Staff proposed an adjustment to reduce rate case expense 
from WSC.  Staff explains that this adjustment was recommended because the 
Company’s supporting documentation was only minimally descriptive of the duties 
performed and of the number of hours spent for each duty.  Staff Ex. 2.0 at 6.  Staff 
points out that USI’s rebuttal testimony included an update to its actual and estimated 
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rate case expense, which included more detailed descriptions of time spent by WSC 
employees.  USI Ex. 7.0 at 5.  

Staff accepted the detailed listing of time spent by WSC employees provided by 
USI in its rebuttal testimony and withdrew its adjustment in rebuttal testimony.  Staff Ex. 
8.0 at 4. 

d. Commission Analysis and Conclusion 

The Commission does not believe that the AG’s proposed adjustment to disallow 
rate case expense attributable to WSC personnel is warranted.  The record shows that 
the Company has provided detailed information regarding what actual expenses were 
incurred, by whom, for what purpose, and why such expenses were necessary to either 
prepare the case, respond to discovery, prepare testimony, or complete other activities 
pertinent to the case.  The Company also included a reasonable estimate of the costs to 
bring the case to conclusion.  The information provided by the Company is consistent 
with past Commission practice, notably Docket Nos. 12-0603/12-0604 (Consol.).  

The Commission agrees with the Company that there is no evidence of double 
counting.  As the Company stated, the exhibits provided by USI show the amount of cap 
time reductions.  Specifically, they show that the Company reduced its expenses by 
$112,028 for rate case cap time.  It is also noteworthy that the AG itself admitted in 
direct testimony that USI included a 50% reduction to salaries related to rate case 
activities in 2015. 

Moreover, the Commission has considered the costs expended by the Company, 
as discussed in this Section and Section III.A.9, to compensate attorneys and technical 
experts to prepare and litigate this rate case proceeding and assesses that such costs 
in the total amount of $738,522, which is $147,704 amortized over five years, are just 
and reasonable pursuant to Section 9-229 of the Act.  220 ILCS 5/9-229. 

3. Insurance Expense 

a. Company’s Position 

The Company states that its proposed revenue request for insurance expense 
included a share of the common insurance expense forecasted to be incurred by WSC.  
The total costs of the entire UI organization across all states were forecasted to decline 
by 2.2% between 2014 and 2015.  USI explains that the costs were allocated to all UI 
operating companies on the basis of the number of equivalent residential connections 
(“ERCs”) each utility has.  This allocation is required by the AIA approved by the 
Commission.  Thus, the Company states that while the total insurance expense was 
forecasted to decrease, USI’s share of those costs would increase because the UI’s 
system-wide decrease was offset by the larger share of the costs that were required by 
the AIA to be allocated to USI.  USI Ex. 14.0 at 7.   

USI explains that it provided a table in its surrebuttal testimony to better explain 
the increase to insurance expense that shows: a WSC overall insurance expense 
decline of 2.2%, consistent with its explanation in USI Exhibit 3.1; an increase in USI’s 
ERC base of 2.5%; and the resulting 0.3% increase in USI’s allocation of WSC 
insurance expense between 2014 and 2015.  USI Ex. 14.0 at 2-3.  
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 USI takes issue with the AG’s proposed adjustment and urges the Commission 
to reject the adjustment.  According to USI, the AG opposes the amount of insurance 
expense included in the Company’s revenue request because the AG failed to verify 
how the amount was calculated.  USI contends that the AG’s adjustment fails to 
incorporate WSC’s current insurance policies and using a historical average of 
insurance costs, as the AG’s adjustment proposes, is not reflective of USI’s current 
operating conditions.  USI Ex. 14.0 at 8.  

b. AG’s Position 

The AG claims that the Company’s forecast should be rejected because the 
numbers do not add up.  AG witness Radigan testified that USI’s insurance expense 
increased from $187,804 in 2014 to a projected $196,978 in the 2015 future test year, a 
4.88% increase.  AG Ex. 1.0 at 10-11.  The AG highlights that according to USI, its 
share of WSC’s insurance costs for all of the UI subsidiaries increased from 6.90% to 
7.07%, a 2.46% increase.  USI Ex. 14.0 at 2.  However, the AG asserts that USI 
provided no explanation as to how a 2.46% increase in its share of overall WSC 
insurance costs coupled with a 2.2% decrease in WSC overall insurance costs yields an 
almost 5% increase in insurance expense for the Company.  

The AG also claims that USI’s evidentiary presentation concerning insurance 
costs was part of a pattern the Company followed in this case on several issues.  
According to the AG, USI presented minimal information supporting certain increased 
expenses in its direct case.  When Staff and/or the AG challenged some of those 
expenses in their respective direct cases, USI provided additional information regarding 
the challenged items.  When Staff and/or the AG argued that the additional information 
was not sufficient, USI provided even more detail in its surrebuttal case.  The AG 
argues that is precisely what USI did with insurance expense.  The AG asserts that the 
Commission should not reward such “hide-the-ball” tactics.  Utilities should be required 
to submit all supporting information in their direct cases.  Moreover, the AG contends 
that Staff and the Intervenors should not have to expend scarce resources extracting 
additional information from utilities for explanations that purportedly support their 
requested rate increases.   

The AG states that while the information submitted in USI’s surrebuttal testimony 
satisfied Staff’s concerns about this issue, the additional information did not satisfy the 
AG’s concerns.  The AG maintains that the Company did not meet its burden of proof 
on this issue.  It recommends that the Commission reject USI’s proposed test year 
expense level and adopt the proposal made by Mr. Radigan, which uses the $174,525 
two-year average as the test year insurance expense in the Company’s revenue 
requirement. 

c. Staff’s Position 

Staff states that in rebuttal testimony it supported the AG’s proposed adjustment 
to decrease the Company’s forecasted insurance expense for the 2015 test year, but 
changed its position later upon review of the Company’s surrebuttal testimony.  Staff 
explains that in rebuttal testimony it agreed with the AG’s theoretical basis in its direct 
testimony for an adjustment to insurance expense, but did not agree with using the 
average of 2013 and 2014 insurance expense to determine the adjustment.  Staff 
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instead proposed reducing USI’s insurance expense by 2.2% to match the forecast 
basis USI provided in USI Exhibit 3.1 (Guidelines for 2014-2015 Forecast) that showed 
WSC would experience a 2.2% decrease in cost between 2014 and 2015.  Staff notes 
that USI challenged these adjustments and stated in its rebuttal testimony that: “Total 
allocated costs to USI do not decrease between FY 2014 and FY 2015 because of 
incremental allocations related to the acquisition of USI’s Oakwood system.”  USI Ex. 
8.0 at 6-7.   

Staff asserts that it subsequently withdrew its adjustment based on the detailed 
table USI presented in its surrebuttal testimony to better explain the increase to 
insurance expense. 

d. Commission Analysis and Conclusion 

The Commission finds that the Company has provided adequate support for its 
increase in insurance expense for the 2015 test year.  The Company explains, that 
pursuant to the cost allocation formula in the AIA approved by the Commission, 
common expenses such as insurance, are required to be allocated to affiliated 
operating utilities based upon the number of ERCs.  Thus, the total allocated costs to 
USI do not decrease between 2014 and 2015 because of its incremental allocations 
related to the acquisition of USI’s Oakwood system.  As illustrated in the table 
presented by the Company in surrebuttal testimony, USI’s customer base in 2015 is a 
larger percentage of UI’s customer base than in 2014, thus the Company will not 
experience the 2.2% decrease forecasted for WSC but rather it will experience a slight 
increase in insurance expense due to the increase in its share of the total UI customer 
base.  Like Staff, the Commission is satisfied with this explanation of the Company’s 
increase in insurance expense.   

Additionally, the Commission agrees with the Company that adjusting this 
expense by using USI’s 2013 to 2014 average insurance expense, as proposed by the 
AG, is not reasonable.  2013 to 2014 allocated costs do not reflect UI’s or USI’s current 
customer base, and it is therefore a poor predictor of USI’s anticipated costs for the test 
year. Moreover, 2013 to 2014 costs do not reflect the anticipated level of insurance 
expense to be incurred by WSC.  Therefore, the Commission declines to adopt the AG’s 
recommendation to use the two-year average as the test year insurance expense 
instead of the Company’s forecast which is based on current and projected insurance 
policies. 

4. Wages & Salaries Expense – WSC Personnel 

a. Company’s Position 

The Company explains that it calculated its wages and salaries expense forecast 
based on current and anticipated levels of staffing for 2014 and 2015.  USI challenges 
the AG’s proposal to use the most recent 18-month period available, January 2013 
through June 2014, as a basis for setting the net salaries and wages expense level for 
the test year revenue requirement.   

According to USI, the AG’s recommendation is flawed because it fails to identify 
any position that should be eliminated or any misallocation of the costs that it believes 
exists in the Company’s accounting records.  AG witness Radigan relied on historical 
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levels without considering additional staffing related to the recent acquisition of the 
sewer and water systems that serve the Village of Oakwood as well as the incremental 
allocations that would result from the increase in ERCs that drive the allocation of 
common costs in accordance with the AIA.  USI Ex. 8.0 at 7.  USI argues that the AG’s 
recommendation is also problematic because it would ignore the 3% annual base pay 
increases that have and are anticipated to occur.  In addition, Mr. Radigan’s analysis 
also fails to incorporate the filling of vacant positions.  Id.  The Company maintains that 
the use of historical expense levels as Mr. Radigan recommended would defeat the 
purpose of a future test year and destine the Company to repeat the financial results 
that the Company’s accounting records show fail to produce an adequate return on 
investment.   

b. AG’s Position  

The AG alleges that the Company’s proposed wages and salaries expense is 
overstated.  AG witness Radigan explained that wages and salaries expense is 
comprised of two components:  (1) salaries and wages and (2) maintenance expense 
charged to plant.  AG Ex. 1.0 at 14.  He explained that salaries and wages are the 
payroll costs for a company and maintenance expense charged to plant is employee 
time spent on a project that is capitalized and as wages and salaries expense become 
part of the project over time.  Id. at 14.  Mr. Radigan further explained that net wages 
and salaries expense is calculated by subtracting the maintenance expense charged to 
plant from salaries and wages.  

The AG points out that for its 2015 test year, the Company is forecasting a net 
wages and salaries level of $1,133,588, a 45% increase over the annualized value from 
the most recent 18-month period available.  Id. at 15-16.  As to the wages and salaries 
component, the AG notes that the Company projects a forecasted increase from $1.226 
million to $1.684 million – a 37% increase, far in excess of a 3% annual labor cost 
increase.  AG Ex. 1.0 at 16.   

The AG contends that USI’s explanations for its proposed increase in wages and 
salaries expense are meritless.  The AG asserts that the Company did not prove that 
the Oakwood acquisition increased its headcount.  AG Ex. 2.0 at 17.  Mr. Radigan also 
found, that salary expense has been flat over the past five years, despite salary 
increases during that time.  Id. at 17.  Further, the AG states that for ten particular 
employees, the Company is requesting a portion of their time to be recovered under 
salaries and wages and the same portion to be recovered under rate case expense.  Id. 
at 16-17.   

Additionally, the AG states that USI has not met its burden of proof.  The 
Company’s entire argument in the AG’s view is a critique of Mr. Radigan’s alleged 
failures to conduct additional discovery or to review information provided which does not 
satisfy the Company’s obligation to prove its case.  

For these reasons, the AG recommends that the Commission adopt Mr. 
Radigan’s proposal to use the most recent 18-month period available, January 2013 
through June 2014, as a basis for setting a net wages and salaries expense level for the 
test year.  This results in an expense level of $781,934 for the test year revenue 
requirement.  AG Ex. 1.0 at 17.   
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c. Commission Analysis and Conclusion 

The Commission finds that the Company has provided sufficient information to 
justify its anticipated future test year wages and salary expense.  The Commission 
agrees with the Company that the AG’s reliance on historical averages fails to consider 
the additional staffing related to the acquisition of USI’s Oakwood system, the 
incremental allocations from the increased percentage of USI’s ERC’s, an anticipated 
3% annual base pay increase, and the filling of vacant positions.  The record shows that 
the Company provided detailed explanations for the increase in salary and wages 
expense and detailed projections of salary expense for each employee in its forecast.  
Additionally, as stated in Section III.B.2(d) concerning rate case expense attributable to 
WSC personnel, there is no evidence of double counting.  Thus, the Commission 
declines to adopt the AG’s proposed adjustment. 

5. Uncollectibles Expense 

a. Company’s Position 

The Company states that its uncollectible expense was determined based on its 
records of the following accounts:  (1) agency expense, (2) uncollectible accounts 
expense and (3) uncollectible accounts accrual expense.  The Company explains that 
all three accounts must be included in the calculation of uncollectible expense.  The 
Company further explains that agency expense is the cost of engaging collection 
agencies to attempt collection of bad debts.  Uncollectible account expense consists of 
the net of accounts written off and payments on previously written off balances.  
Uncollectible accounts accrual expense represents costs that are accruals for 
anticipated account balance write-offs.  USI Ex. 8.0 at 4-5.   

The Company states that the AG’s argument that uncollectible accounts accrual 
expense should not be included in the calculation of uncollectible expense is incorrect.  
The Company asserts that to accurately assess the amount of uncollectible expense 
experienced by the Company, uncollectible accounts accrual expense must be included 
because the Company’s accounting system automated processes only captures 
account balance write-offs when the service disconnection event is entered into the 
system.  The Company explains that availability customers do not receive service.  
Because availability customers cannot be disconnected, uncollectible accounts expense 
only reflects the automatic write-offs triggered by disconnection and fails to account for 
the significant uncollectible account expense associated with customers who fail to pay 
availability charges.  

USI further states that when all necessary components are utilized, uncollectible 
percentages forecasted for the test year are consistent with USI’s actual experience in 
past years.  USI Ex. 8.0 at 4-5.  The Company points to its surrebuttal testimony which it 
maintains illustrated the significant growth in aged accounts receivable attributable to 
availability customers.  According to the Company, its analysis determined that 95% of 
these balances over 181 days delinquent are unlikely to be paid and therefore should 
be written off.  USI Ex. 14.0 at 4-6.  The Company states that it will fail to achieve the 
target revenues necessary to cover the costs of providing service unless these write-
offs are reflected in the uncollectible expenses the Company is allowed to recover in its 
rates.  Accordingly, the Company asserts that the AG’s adjustment should be rejected 
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because it fails to address uncollectible expense associated with delinquent availability 
customers or agency expense. 

b. AG’s Position 

AG witness Radigan proposed to reduce the USI total water and sewer 
uncollectible expense by $79,149 to $30,000, roughly equal to recent averages.  AG Ex. 
1.0 at 7.  In support of his adjustment, Mr. Radigan testified that he found that the 
Company’s absolute bad debt expense (also known as “net write offs”) varies widely 
from year to year and the Company’s forecast grossly overstated uncollectible expense 
on a percentage basis.  AG Ex. 1.0 at 6-7.  The AG notes that Mr. Radigan later 
updated his adjustment to $31,400 in his rebuttal testimony to include agency expense.  
AG Ex. 2.0 at 8.   

The AG disputes the Company’s assertion that Mr. Radigan’s proposed 
adjustment should be rejected because he refused to consider uncollectible accounts 
accrual expense.  The AG argues, citing Mr. Radigan’s testimony, that the decision 
whether to increase uncollectible accounts accrual expense is discretionary and if that 
account is rising while accounts receivable is steady, the company is putting too much 
in reserve, which is precisely what USI is doing.  Id. at 9-10.  According to the AG, the 
Company’s level of accounts receivable has been relatively steady from 2009 to 2014, 
while the Accumulated Provision for Uncollectable Accounts has almost tripled between 
2008 and 2014.   

Mr. Radigan testified that the Company has sufficient money in the Accumulated 
Provision for Uncollectible Accounts to stop setting aside any money in the uncollectible 
accounts accrual and to bring the Accumulated Provision for Uncollectible Accounts 
back down to the 2008 level (from almost $300,000 in 2014 to $100,000 in 2008).  The 
AG asserts that because bad debt expense has averaged approximately $30,000 per 
year, this draw down could occur for as long as five years with no more uncollectible 
accounts accrual.  Accordingly, the AG submits that contrary to the Company’s 
assertions, uncollectibles accounts accrual should not be included in this case because 
it will result in a windfall to the Company.  Id. at 10.   

c. Staff’s Position 

Staff states that it agrees with AG witness Radigan that the USI absolute bad 
debt expense varies widely from year to year and the percentage of absolute bad debt 
in comparison to revenues is lower than the uncollectible percentage proposed by the 
Company in this proceeding.  However, Staff asserts that it does not agree with the 
AG’s adjustment. 

Staff notes that in determining its proposed uncollectible percentage in this 
proceeding, USI divided its forecasted Account 670 Bad Debt Expense amount by its 
forecasted test year operating revenues.  Staff argues this approach is consistent with 
the approach approved by the Commission in the Company’s prior rate case filings.  
Staff Ex. 7.0 at 9-10.  In addition, as noted in the rebuttal testimony of USI witness 
Kersey, when calculated using consistent methodologies, the uncollectible percentages 
proposed by the Company in this proceeding are consistent with the Company’s recent 
historical experience.  USI Ex. 8.0 at 5.  Staff further argues that Mr. Radigan’s 
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adjustment does not appear to account for the presence of significant uncollectible 
amounts associated with unpaid availability charges.  USI Ex. 14.0 at 4-5. 

Staff recommends that the Commission approve total water and sewer test year 
uncollectible expense as 1.08% of approved operating revenue, as proposed by the 
Company.  As explained above, 1.08% is consistent with the Company’s recent 
experience, is calculated consistently with the methodology approved by the 
Commission in the Company’s prior rate case filings, and reflects uncollectible amounts 
associated with unpaid availability charges.  Staff asserts that should the Commission 
disagree with Staff and the Company and adopt Mr. Radigan’s proposal, then the 
Commission should ensure that the AG adjustment is apportioned between water and 
sewer service using ERC counts set forth within Staff Cross Exhibit 1. 

d. Commission Analysis and Conclusion 

The Commission agrees with Staff and the Company that the AG’s proposed 
adjustment to exclude uncollectible accounts accrual expense should be rejected.  The 
Company’s forecasted uncollectible expense of 1.08% is reasonable and supported by 
the record evidence.  

As Staff explained, the Company calculates its uncollectible expense by 
determining an uncollectible percentage and multiplying that uncollectible percentage by 
its proposed revenues.  In determining its proposed uncollectible percentage in this 
case, the Company divided its forecasted Account Bad Debt Expense amount by its 
forecasted test year operating revenues.  This calculation is consistent with the 
methodology approved by the Commission in the Company’s prior rate case filings.  
Moreover, the Company’s forecast of 1.08% is consistent with the Company’s recent 
historical experience and reflects the significant uncollectible amounts associated with 
delinquent availability customers.  Accordingly, the Commission concludes that all three 
accounts noted by the Company must be included when determining the Company’s 
uncollectible expense. 

6. Sales Adjustment 

a. Company’s Position 

The Company asserts that the Commission should adopt its forecasted test year 
sales level, which reflects a 2.65% decline in customer usage.  The Company explains 
that from August 2008 to July 2014, USI saw an average annual decline in consumption 
of 2.65%.  According to the Company, the data buttresses the conclusion that the trend 
will continue and the test year consumption should be reduced by 2.65%.  The 
Company contends that the failure to account for declining use would impede its ability 
to earn its authorized return and necessitate more frequent requests for rate relief, 
which would add additional rate case expense to be recovered from customers.  USI 
Ex. 1.0 at 12.  The Company’s witnesses cited examples of industry studies, reports, 
executive orders, and other government policies that indicate a pervasive trend toward 
lower water usage per household.  USI Ex. 6.0 at 11-14.   

USI takes issue with AG witness Radigan’s recommendation that the 
Commission should reject the six years of data showing annual consumption declines.  
Mr. Radigan suggested the decline might be attributable to increasingly wetter weather.  
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The Company argues that the AG’s position is without merit.  The Company asserts that 
the only weather information the AG provided was rainfall isolated to a part of the 
Company’s service area in the far northwestern corner of the state.  This information is 
unpersuasive since the Company also has service areas located in northeastern and 
central Illinois.  The Company further asserts that its usage data spans across six years 
and so any variations in weather are likely to offset each other.  Moreover, the Company 
maintains that the AG presented no evidence that the weather patterns over those six 
years were unusual, abnormal or unlikely to repeat over the next five years that the new 
rates will be in effect.  In addition, the consumption decline also occurred in the non-
summer periods when rainfall and temperature would be expected to have little impact 
on water use.  Tr. at 51.  The Company contends that the steady decline in the non-
summer months over the six year period strongly supports the prospect of the continued 
drop in test year consumption due to factors such as improved efficiency measures, 
conservation consciousness, and demand response to higher costs.   

The Company also argues that the AG’s reference to the bivariate correlation of 
0.25 cited in USI Exhibit 8.0, Schedule 8.3 cannot be used to support the AG’s 
proposition that consumption and rainfall have a negative correlation.  The Company 
asserts that the 0.25 correlation is a positive correlation meaning it implies higher 
rainfall would coincide with higher consumption.  Therefore, USI Exhibit 8.0, Schedule 
8.3 actually supports the Company’s testimony that the AG’s witness has “made 
inaccurate and misleading statements regarding the correlation and causation between 
rainfall and consumption.”  USI Ex. 8.0.   

For these reasons, USI urges the Commission to reject the AG’s 
recommendation to exclude the expected decline in consumption in the calculation of 
rates.  

b. AG’s Position 

The AG states that the Commission should reject the Company’s adjustment to 
reflect a 2.65% decrease in customer usage.  The AG argues that USI has not proved 
that such a decrease is warranted because the Company has not normalized its recent 
sales data against rainfall over the same time period.  The AG asserts that consumption 
and rainfall have a negative correlation; USI witness Kersey’s own analysis found a 
bivariate correlation of 0.25 between these two variables.  USI Ex. 8.0, Sched. 8.3.  
Moreover, as AG witness Radigan showed, Galena, Illinois, for example, has seen 
generally higher rainfall than normal during the past five years.  AG Ex. 1.0 at 7-10.  The 
AG argues that such a finding is consistent with high rains driving lower usage.  A six-
year sample of sales is predictive of future sales only if the rainfall and temperature 
during the six-year sample were consistent with average rainfall and temperature over a 
longer time period.  AG Ex. 2.0 at 4-5.  The AG contends that the Company did not 
prove that in its presentation.   

The AG adds that Mr. Kersey admitted in cross-examination that the Company 
did not prepare any multivariate regression analysis attempting to include both 
temperature and rainfall as explanatory variables driving consumption.  Tr. at 42.  In re-
direct examination, Mr. Kersey stated that the Company “look[ed] at the six-year 
weather” over the same time period and “compared those to “10, 20, and 100-year 
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averages for both rainfall and temperature, and did not see any abnormalities or a 
reason to adjust the consumption for weather.”  However, the AG highlights that upon 
cross-examination, Mr. Kersey admitted that “abnormality” in his telling meant a 
deviation greater than five percentage points from long-term historic averages and that 
it is likely that he would have ignored any deviation from normal of less than five 
percentage points when examining rainfall over the past six years.  Id. at 48, 50.  The 
AG argues that a deviation of 4.9%, then, would have escaped Mr. Kersey’s attention – 
but such a deviation would swamp the alleged 2.65% decline in usage, meaning that his 
examination of the representativeness of recent rainfall trends had little value. 

The AG concludes that USI failed to meet its burden of proving that its projected 
sales decrease is just and reasonable.  Accordingly, the AG recommends that the 
Commission use the actual 2014 sales level, without any reduction, as the test year 
billing determinants in setting new rates to achieve the approved revenue requirement. 

c. Intervenors’ Position  

The Intervenors concur with the AG that the Commission should reject the 
Company’s adjustment to reflect a 2.65% decrease in customer usage.  The Intervenors 
assert that USI’s argument concerning this issue is unconvincing.  They contend that 
the Company engaged in a debate with AG witness Radigan about whether the sales 
adjustment should be a rate design or revenue requirement issue instead of providing a 
factual basis for the adjustment.  Further, the Intervenors maintain that if the Company’s 
adjustment is adopted it will result in a higher charge per unit rate, thereby allowing USI 
to reap the benefits of overstating the amount sales might decrease.  In addition, the 
Intervenors assert that the Company’s adjustment should also be rejected because it 
provided no analysis or study supporting its hypothesis that a 2.65% water usage/sales 
decrease would continue in the future.   

d. Staff’s Position 

Staff asserts that the Commission should reject the sales adjustment proposed 
by AG witness Radigan.  Staff explains that it appears Mr. Radigan proposed an 
adjustment to increase current revenues by $130,000, which he maintains will then 
reduce the total revenue requirement by $130,000.  AG Ex. 1.0 at 10.  However, Staff 
claims that Mr. Radigan’s proposed adjustment, in the form he has proposed it, would 
not reduce the final total revenue requirement in the way that Mr. Radigan intends. 

Staff witness Bridal explained how the total revenue requirement is calculated on 
his Schedule 1.01 W.  Staff Ex. 1.0 at 4.  Because of the way the total revenue 
requirement is calculated in column (i) of this schedule, Mr. Radigan’s adjustment would 
not change the final total revenue requirement because the final revenue requirement is 
calculated using the approved rate base, return on rate base, and operating expenses. 
Mr. Radigan’s adjustment would merely increase the current revenues shown in column 
(d) by $130,000 and decrease the adjustment to the proposed amount in column (h) by 
an offsetting $130,000.  Staff argues this would leave the total revenue requirement in 
column (i) unchanged and fail to accomplish what Mr. Radigan intends. 

Staff states that it does not object to the Company’s adjustment to reflect a 
2.65% decrease in customer usage.  However, if the Commission agrees with Mr. 
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Radigan that it is unreasonable to anticipate any decline in usage, then Staff 
recommends that the Commission increase the usage billing units by 2.65% in the 
calculation of rates rather than adjusting the revenues in the manner Mr. Radigan 
proposes.  Staff notes that the AG acknowledged in its Initial Brief that if an adjustment 
is made, then it should be made to the usage billing units used to calculate the final 
rates to recover the approved revenue requirement.  

e. Commission Analysis and Conclusion 

The Commission finds that the AG’s position that USI’s consumption levels 
should not be adjusted to reflect the Company’s projected decrease in customer usage 
of 2.65% is unpersuasive.  USI has provided ample support for its projected decrease in 
water consumption for the 2015 test year, including six years of historical data from 
2008 to 2014 showing annual consumption declines.  The Company also provided 
industry studies, reports, executive orders, and other governmental policies indicating a 
trend throughout the industry toward lower water usage. Additionally, the Company 
presented a demonstration that shows weather normalization is unnecessary in this 
situation where the Company’s analysis includes several years of data since any 
variations in the weather during this time period are likely to offset each other.  Finally, 
the AG asserts that one of the main drivers of water use is rainfall, however, the AG 
failed to provide convincing evidence to support this position.  The AG also failed to 
refute the historical data provided by the Company or to show that it is unreasonable to 
expect that the decline in water consumption will continue in the future.  For these 
reasons, the Commission declines to adopt the AG’s proposal and the Company’s 
forecasted test year sales level, which reflects a 2.65% decline in customer usage, is 
approved. 

C. Commission Conclusions on Operating Revenues and Expense 
Statement 

The development of the approved water operating expense statement for USI in 
this proceeding is shown in Appendix A to this Order, while the approved sewer 
operating expense statement is shown in Appendix B to this Order.  The Commission 
finds that the adjustments to the operating expense statements reflected in the 
appendices are supported by the evidence, are reasonable, and should be adopted.   

IV. RATE OF RETURN 

A. Capital Structure 

Staff and the Company agree that USI’s capital structure for the year ended 
December 31, 2015 is comprised of 1.74% short-term debt, 47.96% long-term debt, and 
50.30% common equity.  USI Ex. 11.0, Sched. 11.1. 

B. Cost of Debt 

Staff estimated that the Company’s cost of short-term debt is 1.69%, based on 
the current interest rate on USI’s short-term revolving bank facility.  Staff Ex. 5.0 at 8.  
The Company’s embedded cost of long-term debt for 2015 is 6.66%.  Staff Ex. 5.0, 
Sched. 5.3.  Staff included the annual amortization of debt expense, which reflects 



14-0741 

24 
 

straight-line amortization of the unamortized balance over the remaining life of the 
outstanding issue of long-term debt.  Staff Ex. 5.0 at 8.  

USI accepted Staff’s costs of short-term and long-term debt.  USI Ex. 11.0, 
Sched. 11.1. 

C. Return on Equity  

For the purpose of resolving the issue, the parties have agreed to a 9.25% return 
on equity (“ROE”) for USI for the purpose of setting rates.  Staff Ex. 10.0 at 1; USI Ex. 
11.0 at 2.  Staff’s Initial Brief noted that the decision to agree with a 9.25% ROE should 
not be construed to mean that Staff witness Freetly concluded that any adjustment 
proposed by Company witness D’Ascendis to Ms. Freetly’s cost of common equity 
analysis had merit.  Staff Ex. 10.0 at 1.  A 9.25% ROE was recommended by the AG 
and is within the range of results produced by various methodologies used by Staff and 
the Company.  USI Ex. 11.0 at 2. 

Given the above, the Commission approves an ROE of 9.25% for USI. 

D. Commission Analysis and Conclusion 

Having reviewed the record, the Commission finds that the Company should be 
authorized to earn a rate of return of 7.88%.  The rate of return incorporates a return on 
common equity of 9.25%. The Company’s rate of return was derived as follow: 

 
Source of capital  Amount Percentage  Cost  Weighted 

Cost  
Short-term debt  $6,496,098  1.74%  1.69%  0.04%  
Long-term debt  $178,726,842  47.96%  6.66%  3.19%  
Common Equity  $187,444,000  50.30%  9.25%  4.65%  
Total  $372,666,940  100.00%  7.88%  

V. RATE DESIGN 

A. Uncontested Issues 

1. Availability Charges 

The Company proposed an availability charge of $1.68, in its initial filing, which 
indicates that the Company proposes to bill availability customers only the actual $1.68 
cost that it takes to send them a monthly bill.  Staff Ex. 4.0 at 15.  

Staff opined that charging availability customers a monthly amount that is equal 
to the cost of sending them a monthly bill was not appropriate.  Although availability 
customers are not currently using water, they have the ability to avail of such service, 
just as full water customers do, and they should be required to pay a fee for that service 
privilege. According to its filing, the Company allocates approximately 11.4% of its 
operation and maintenance costs to availability customers.  Furthermore, these 
customers currently pay an amount for availability service that is more than the cost of 
sending them a monthly bill. Id. at 15-16.  
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According to the Staff witness, the average monthly availability charge currently 
is approximately $8.50 for all divisions with availability customers.  Charging this rate 
would generate approximately 6% of the overall yearly revenue for the Company and 
would represent a fair portion of the contribution to revenues based on the availability of 
service and the approximately 11.4% of operations and maintenance costs allocated to 
serve these customers.  Full water customers have to pay a monthly base facilities 
charge for the privilege to have water service available to them.  Availability customers 
should similarly share in some of the monthly costs that the Company incurs to provide 
water service to all customers.  Id. at 16.  The Company indicated that it would accept 
the $8.50 consolidated availability charge, which is reflected in its rebuttal schedules.  
USI Ex. 6.0 at 6. 

Intervenors who are located in service areas not presently subject to availability 
charges submitted testimony in opposition to application of the availability charge on a 
statewide basis.  The Company responded by providing testimony to clarify that its 
intent was to continue the availability charge only in the services areas where the 
charges are currently in effect, and the tariffs will be modified accordingly. 

The Commission finds that Staff’s proposed availability charge, which shall apply 
only in those service areas currently paying availability charges, is reasonable and 
should be adopted. 

2. Provision of an Updated Cost of Service Study in the 
Company’s Next Rate Case 

For its cost of service study (“COSS”), the Company used the simplified cost of 
service study model that Staff provided previously, which is designed for small water 
companies.  For purposes of this case, the Company’s COSS appropriately assigns 
costs to the various functions and rate classes.  Thus, it is an acceptable guidance tool 
for determining rates in this case.  Staff Ex. 4.0 at 25.  

However, Staff witness Boggs testified that a more comprehensive COSS would 
likely provide a better snapshot of how the cost to serve all customers should be 
allocated to the different customer classes across the current water divisions and sewer 
divisions.  Mr. Boggs recommended that the Commission order the Company to provide 
in its next rate case a full, in-depth COSS along the lines of those presented in the 
American Water Works Association’s Water Rates Manual M1, Sixth Edition.  This 
would assist in determining the most equitable way to allocate costs and expenses 
among the various customer classes in the consolidated group.  Id. at 26.  

The Company indicated that it will provide a COSS consistent with the American 
Water Work’s Association’s Water Rates Manual M1, Sixth Edition.  The Company 
further explained that it would need to engage an expert to perform the study and would 
expect the cost of doing so to be subject to recovery as rate case expense.  USI Ex. 6.0 
at 7. 

The Commission agrees with Mr. Boggs’ recommendation. 

B. Contested Issues 

1. Consolidated Rate Structure 
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a. Consolidation of All Service Areas 

(i) Company’s Position 

The Company proposes to combine: (1) its water divisions into one consolidated 
water division that has a single rate structure and (2) each of its sewer divisions into one 
consolidated sewer division that has a single rate structure.  

Company witness Lubertozzi indicated that consolidated rates are commonplace 
in other regulated utilities like gas and electric.  He testified that consolidated rates 
would allow USI to spread capital costs over a larger base of customers, thus mitigating 
rate shock to a smaller stand-alone division’s customer base when infrastructure 
improvements become necessary in a particular rate area.  He also indicated that, in the 
long-term, consolidated rates will strengthen USI and allow the customers to enjoy 
lower rates via fewer rate cases and lower rate case expense. USI Ex. 1.0 at 13. 

The Company disagrees with the Intervenors’ position that the Commission 
should reject the Company’s proposals or in the alternative phase the rates in over 
several rate cases.  The Company argues that the Intervenors failed to provide any 
specific alternative rates that should be adopted for each stand-alone service area in 
lieu of the uniform rates supported by the Company and Staff.  More importantly, the 
preservation of differing rates for the separate service areas would defeat the primary 
purposes of the consolidation, which were to create a broader customer base over 
which to distribute recovery of costs and to alleviate the rate impacts associated with 
multiple rate proceedings that would otherwise be needed for smaller, stand-alone 
companies.   

Additionally, the Company avers that the Intervenors oppose the consolidation 
proposals primarily because they have become accustomed to stand-alone rates that 
are below the Company-wide cost of service. The Company points out that it is true that 
the Intervenors will experience an increase in their rates if the proposed consolidated 
rate structure is approved but it is also true that customers in service areas where 
stand-alone rates are higher than the Company-wide cost of service will experience a 
decrease in their rates.  Thus, the consolidation proposals will ensure that all customers 
make an equal contribution to the recovery of the system-wide cost of service.   

Moreover, USI claims that the Intervenors exaggerate the impact of rate 
consolidation by focusing exclusively on the percentage of the increase for customers in 
the Galena Territory and Westlake Utilities service areas, and completely avoid 
mentioning the actual dollar amount of the monthly bills under the consolidated rates.  
The dollar impact is considerably more moderate than the percentage increase would 
suggest.  Under the revenue requirement recommended by Staff, a 5/8” customer using 
3,000 gallons of water per month would have a monthly water bill of $41.86, and a 
monthly sewer bill of $47.35.  Further, the Intervenors cite public comments that 
express concerns about the perceived negative impact of the percentage increase on 
low and fixed income customers in these service areas.  However, a lower percentage 
increase for the Intervenors would require a compensating increase that would impact 
low and fixed income customers in service areas that are currently paying much more 
than the consolidated rates.  The Company states that the consolidated rate structure 
assures the affordability of the rates is the same for all USI customers. 



14-0741 

27 
 

Finally, the Company submits that the Commission should decline to adopt the 
Intervenors’ alternative recommendation to phase-in the consolidation of rates over 
several rate cases.  USI asserts that this proposal would take 15 years based on the 
time between rate cases upon which the amortization of rate case has been based in 
this case.  Additionally, the Intervenors ignore the administrative costs associated with 
maintaining 23 different sets of rates and applying the changes in multiple steps over 
years.   

Accordingly, the Company asserts that the Commission should reject the 
Intervenors’ arguments and approve the Company’s proposed consolidated rate 
structure. 

(ii) Intervenors’ Position 

The Intervenors object to the Company’s consolidation proposals.  They claim 
that Staff provided testimony that the consolidated rate structure will result in a rate 
increase that exceeds the costs to serve the average water customers of the Galena 
Territory, Westlake Utilities, and Lake Holiday divisions.  According to the Intervenors, if 
water rates were based on the costs to serve these customers, the rate increases to 
average users served by the Galena Territory division would be 23.3%, not the 45% 
increase proposed.  For the Westlake Utilities division, if rates were based on the cost 
to serve, the increase would be 78%, not the 159% increase proposed.  For the Lake 
Holiday division, if rates were based on costs, the increase would be 40%, not the 110% 
proposed. 

The Intervenors assert that these draconian increases, are contrasted with the 
dramatic decreases in water rates that other divisions would see as a result of the 
proposed rate consolidation.  For example, customers served by the Charmar Water 
division would see a nearly 65% decrease, the Del-Mar Water division would see a 55% 
decrease, and the Camelot Utilities division would see a decrease of 30%.  The 
Intervenors state that USI and Staff attempt to justify this disparity by alleging that, the 
Company’s proposals would benefit customers because in the future if a small division 
would need to add facilities, the increase to all customers would be less than what 
would be imposed on the division causing the costs to be incurred.  The Intervenors 
argue that this is not a valid reason to adopt rates that are not reasonable, cost-based, 
or fair to customers.  The public comments filed in this docket by ratepayers 
themselves, which the ALJ must review, show that ratepayers do not understand or 
accept that their water rates will increase by 50% to 160% under the Company’s 
consolidated rate structure when the cost to serve those customers justifies a rate 
increase of only half that amount. 

If the Commission permits water rates that are not cost-based, then the 
Intervenors’ suggest that system-wide water rates be set at a level where no USI 
ratepayer receives an average bill increase in excess of the system-wide rate increase 
for water service.  In the alternative, if the purpose is to eventually move all of the 
divisions to one state-wide rate, then the Intervenors maintain that the movement 
should be done incrementally to avoid the rate shock caused by increasing some water 
rates by 160% while giving other customers decreases of over 60%.  The Intervenors 
also recommend that if the Commission approves an incremental movement to state-



14-0741 

28 
 

wide rates, any increase to an individual division’s rates should not exceed the cost of 
service as listed in Staff witness Boggs’ testimony. Staff Ex. 4.0 at 7. 

The Intervenors also object to consolidating the wastewater rates.  They argue 
that these proposed rates are not supported by any evidence since, as Staff noted, USI 
did not conduct a COSS to calculate the uniform wastewater rate.  In addition, the 
proposed consolidation would result in the average bill for the Galena Territory division 
to increase by 145% and for Westlake Utilities division to increase by 52%.  And as with 
water rates, the consolidated wastewater rate would conversely result in significant 
decreases for other divisions, for example, a 45% decrease for the Northern Hills Water 
and Sewer division and 27% decrease for the Camelot Utilities division.  For these 
reasons, the Intervenors assert that if the Commission adopts wastewater rates that are 
not cost-based, then the Intervenors propose that any increase to specific wastewater 
divisions be limited to an increase of no more than the system-wide rate increase for 
wastewater service. 
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(iii) Staff’s Position 

 Staff recommends that the Commission approve the Company’s consolidation 
proposals.  Staff witness Boggs reviewed information that the Company included in its 
initial filing and considered bill impacts for average use customers.  Staff explains that 
Mr. Boggs did this to determine what the rate impacts of a consolidated rate structure 
would be on each individual water division.  Mr. Boggs’ initial review indicated that, only 
seven divisions (Clarendon Water, Ferson Creek Utilities, Galena Territory, Killarney 
Water, Lake Holiday, Whispering Hills, and Westlake Utilities) would receive a higher 
increase under the Company’s proposed consolidated rate structure than they would 
receive on a stand-alone basis.  He testified that customers of all seven of the above 
mentioned water divisions would see a significant increase whether they remain a 
stand-alone division or whether they are consolidated with other divisions in any 
combination. Staff Ex. 4.0 at 5-7.  

Mr. Boggs also explored several different rate structure combinations based on 
the bill impact scenarios and determined that some should be further analyzed.  Based 
on his analysis, he concluded that pulling any division out of the fully consolidated group 
as a stand-alone group might mitigate the rate impacts to the stand-alone group, but the 
remainder of the consolidated group would have more significant rate impacts.  
However, Mr. Boggs testified that this must be weighed against the fact that, for all the 
water divisions, large capital improvements could be spread among a larger base of 
customers when it becomes necessary to update infrastructure to provide safe and 
reliable water service.  According to Mr. Boggs, consolidation would also mitigate the 
impact of rate case expenses if the Company has to file for only a single division rather 
than more numerous stand-alone water divisions.  When rate case expenses and 
infrastructure improvements are necessary, significant rate increases to fund these 
improvements could prove quite burdensome for the small number of customers in 
individual, smaller water divisions.  Thus, Mr. Boggs further testified that the long-term 
benefits of consolidation outweigh its costs.  Id. at 12-13. 

Staff challenges the Intervenors’ assertion that by establishing statewide rates 
that exceed the stand-alone cost to serve customers, USI’s rates to customers served 
by the Galena Territory and Westlake Utilities divisions are neither just nor reasonable.  
Staff argues that contrary to the Intervenors’ assertion, the determination of whether a 
rate is just and reasonable under the Act does not solely depend upon a cost analysis 
as the Intervenors argue.  The Intervenors fail to recognize that the Act allows the 
Commission to consider factors other than costs when designing rates.  Under the Act, 
one of the goals and objectives of regulation is to consider equity.  220 ILCS 5/1-102(d).  
Equity is the fair treatment of consumers and investors. Id.  Staff explains that equity 
involves not just considering the cost of supplying service so that it is allocated to those 
who cause the costs, 220 ILCS 5/1-102(d)(iii), but it can include factors other than cost 
of service.  220 ILCS 5/1-102(d)(iv) (stating “if factors other than cost of service are 
considered in regulatory decisions, the rationale for these actions is set forth”).  

Staff highlights that Company witness Lubertozzi and Staff witness Boggs 
provided equitable justification for the Commission to approve a single consolidated rate 
rather than stand-alone rates.  Staff notes that Mr. Lubertozzi testified that consolidated 
rates are common place for other regulated entities like gas and electric.  USI Ex. 1.0 at 
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13.  He explained the benefits of costs being spread over a larger base; how the 
consolidated rate will strengthen USI; and how the consolidated rate will allow 
customers to benefit from fewer rate cases and lower rate case expense. Id. at 282-288.  
Mr. Boggs agreed in general with Mr. Lubertozzi’s testimony on this issue and his 
justification for the consolidated rate structure is noted above. Staff Ex. 4.0 at 5.   

Staff mentions that the Intervenors quote many comments made by customers of 
the Galena Territory and Westlake Utilities divisions that are posted on the 
Commission’s website in the public comments section for this docket.  The Intervenors 
argue that the comments show that customers do not understand the proposed 
increases and that the rates are unreasonable, and to help those customers better 
understand the increases and utility charges, they should be phased-in over several 
rate cases, eventually culminating in a single consolidated rate.  Staff asserts that 
putting aside whether the fact that customers do not understand a rate or believe a rate 
is unreasonable is a sufficient basis to justify a phase-in given the equity goal and 
objective in Section 5/1-102(d)(ii) of the Act, the Commission is free to reject a phase-in.  
It clearly is within the Commission’s discretion to approve a single consolidated rate in 
this case, as the Company proposes and Staff supports.  Staff further asserts that the 
courts give great deference to the Commission in setting rates and the courts have held 
that “because of its complexity and need to apply informed judgment, rate design is 
uniquely a matter for the Commission’s discretion.”    See Iowa-Illinois Gas & Electric 
Co. v. Illinois Commerce Comm’n, 19 Ill. 2d 436, 442, 167 N.E.2d 414 (1960); Central 
Illinois Public Service Co. v. Illinois Commerce Comm’n, 243 Ill. App. 3d 421, 445, 610 
N.E.2d 1356, 183 Ill. Dec. 112 (1993). 

Based upon the above, Staff contends that the Commission should reject the 
Intervenors’ arguments for a phase-in and approve the Company’s proposed 
consolidated rate structure. 

(iv) Commission Analysis and Conclusion 

The Commission finds that the Company’s consolidated rate structure is 
reasonable, supported by the evidence, and should be adopted.  The Commission 
declines to adopt the phase-in recommended by the Intervenors.   

As of the date of this Order, 599 public comments were posted on the 
Commission’s e-Docket system regarding the consolidated rates proposed by USI.  The 
Commission appreciates these comments as well as the time and effort expended by 
those who prepared and provided them.  These comments have not been taken lightly 
and they have been carefully considered by the Commission to the extent permitted by 
law.  The Commission is very much aware that the comments express strong opposition 
to the proposed rate increases, however, they do not overcome the evidence supporting 
the proposed consolidated rates.  Moreover, the Commission is of the opinion that the 
benefits of the rate consolidation outweigh the disadvantages. 

As Staff stated, cost of service is not the only consideration that may be used to 
determine whether rates are just and reasonable.  Contrary to the Intervenors’ 
arguments, the Commission is permitted under the Act to consider many factors other 
than costs when designing rates.  Under the Act, one of the goals and objectives of 
regulation is to consider equity, which is the fair treatment of customers and investors.  
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220 ILC 5/102(d).  The Commission believes the consolidation proposals advance this 
objective.  The record shows that only seven of the twenty-two water divisions reviewed 
by Staff will experience a higher increase under the Company’s proposed consolidated 
rate structure than they would receive on a stand-alone basis.  All of these divisions will 
experience a significant increase in rates whether they are a stand-alone division or 
consolidated with other divisions in any combination.  Staff Ex. 4.0 at 5-7.  Further, 
many of the customers in these divisions, including Galena Territory, Lake Holiday, and 
Westlake Utilities, have been charged stand-alone rates that are below the Company-
wide cost of service and the customers in the divisions identified by the Intervenors that 
will experience a decrease in rates have been charged rates that exceed the Company-
wide cost of service.  Thus, a consolidated rate structure will address this disparity and 
ensure that all customers make an equal and appropriate contribution to the recovery of 
the system-wide cost of service.   

The Commission also notes that Staff’s analysis of several different rate structure 
combinations based on bill impact scenarios shows that removing any division from the 
consolidated group as a stand-alone group might mitigate the rate impacts to the stand-
alone group, but the remainder of the consolidated group would have significant rate 
impacts. Additionally, the consolidated rate structure moves USI closer to the rate 
structure most common for other regulated utilities.  It will allow the Company to spread 
capital costs over a larger base of customers, thus mitigating rate shock to a smaller 
stand-alone division’s customer base when infrastructure improvements are necessary. 
It would also alleviate the rate impacts associated with multiple rate proceedings that 
would otherwise be needed for smaller, stand-alone divisions.   

Finally, the Commission believes the Intervenors have not provided sufficient 
support to show that their recommendation that the consolidated rates should be 
phased-in over several rate cases is a better approach.  The phase-in would delay the 
Company’s recovery of its costs of service for an unreasonable amount of time since it 
could take up to 15 years to phase-in the consolidated rates. There was no evidence 
provided concerning the impact of the administrative costs related to maintaining 
different sets of rates and applying the changes in multiple steps over the years.  
Moreover, the Intervenors did not include specific alternative rates for each stand-alone 
service area in its recommendation to use instead of the uniform rates supported by the 
Company and Staff.    

b. Inclusion of Oakwood in Rate Design 

(i) Company’s Position  

The Company explains that it purchased the Oakwood division’s water and 
wastewater operations through an Asset Purchase Agreement (“APA”) dated 
September 9, 2013 from the Village of Oakwood.  The transaction was approved by the 
Commission through a Certificate of Public Convenience and Necessity in Docket No. 
13-0564 on March 19, 2014.  Under the APA, the Company agreed to continue to 
charge the current rates for a period of two years.  Thereafter, rates were to be charged 
consistent with the Company’s consolidated rate schedule as approved by the 
Commission.  
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The Company asserts that it included Oakwood in the consolidated group’s 
revenue requirement in the Company’s direct testimony even though Oakwood’s rates 
remain unchanged because of the rate freeze in the APA.  The Company states that 
Oakwood would in effect be subsidized by the consolidated group because Oakwood is 
included in the total revenue requirement, but its rates are not revised to reflect that 
revenue requirement.  

USI points to the two alternatives offered by Staff witness Boggs to address 
Oakwood’s subsidization by the consolidated group.  The first suggestion was that 
Oakwood could be removed from the consolidated group’s revenue requirement and 
rates entirely.  This would ensure that the consolidated group’s rates reflected only the 
consolidated group’s revenue requirement.  A second alternative was suggested by the 
Company in its responses to a Staff data request.  Under this alternative, the Company 
would seek to unify the Oakwood service area rates and revenue requirement with the 
rest of the consolidated group when the restriction on rates charged to customers in the 
Oakwood service area expires.  This would be accomplished by leaving Oakwood in the 
consolidated group’s revenue requirement, calculating consolidated rates for all USI 
customers including Oakwood, but not applying the consolidated group’s rates to 
Oakwood customers until March 10, 2016 when the rate freeze expires.  The Company 
explains that Oakwood customers would continue to pay the current Oakwood rates 
until March 10, 2016.  This would create a revenue requirement shortfall with respect to 
the Oakwood rates until March 10, 2016.  The Company indicates that this shortfall 
would be a shareholder expense and would not be passed on to customers.   

(ii) GTA’s Position 

GTA witness Mattingley expressed concern about the effect USI’s acquisition of 
the Oakwood division might have on the water and wastewater rates for the Galena 
Territory division.  He specifically requested information concerning what costs 
attributable to Oakwood are included in Galena Territory’s rates to GTA and its 
members, and what benefits, if any, Galena Territory achieved for Galena by acquiring 
a system over 200 miles from the city.  GTA Ex. 1 at 3-4.  In rebuttal testimony, Mr. 
Mattingley continued to express concern about including Oakwood as part of Galena 
Territory.  GTA Ex. 2 at 3.  He stated that he was not completely satisfied with USI’s 
response that there are costs included from all 23 operating areas in all customer’s 
rates. 

(iii) Staff’s Position 

Like the Company, Staff included Oakwood in the consolidated group’s revenue 
requirement in its direct testimony and determined that Oakwood would in effect be 
subsidized by the consolidated group, including the Galena Territory division.  As 
previously noted, Staff witness Boggs offered two alternatives to address this issue.  He 
stated that both alternatives would adequately address the subsidization issue, but the 
alternative suggested by the Company, which would add the Oakwood service territory 
to the rest of the consolidated group would provide certain advantages. USI Ex. 13.0 at 
5-7. 

Mr. Boggs testified that the primary advantage that the Oakwood service area 
water customers would realize from being included in the consolidated group is having a 
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larger customer base to spread capital improvement costs over when large 
infrastructure investments and repairs are needed.  In addition, Oakwood’s usage 
charge would decrease by $0.01 per 1,000 gallons.  Moreover, the Company would 
avoid another rate case in a year to determine the rates that would be needed to 
recover the new revenue requirement for the Oakwood service area.  Mr. Boggs 
explained that with only 737 water customers, rate case expense for those customers 
would further increase the rates that would be needed to recover the revenue 
requirement that will eventually be determined.  Staff Ex. 9.0 at 7.  

Mr. Boggs stated that the chief advantage to all Oakwood sewer customers from 
consolidation is the ability to spread future capital expenses and rate case expenses 
over a larger group of customers, thereby mitigating future bill impacts.  In addition, the 
sewer rates would also decrease by $2.45 per month on a flat-rate basis. Id. at 8.   

Accordingly, Staff recommends that the Commission approve this approach 
because of the advantages identified by Mr. Boggs.   

(iv) Commission Analysis and Conclusion 

The Commission concurs with Staff and the Company that the best way to 
address the potential for Oakwood to be subsidized by the consolidated group is the 
alternative suggested by the Company.  This option would entail adding the Oakwood 
service territory to the rest of the consolidated group but not applying the consolidated 
rates to Oakwood customers until March 10, 2016 when the rate freeze expires.  This 
approach would not unfairly impact other customers since the shortfall would be borne 
by shareholders and it would not be passed on to customers.  Additionally, it would be 
beneficial to Oakwood customers because future capital improvement costs and rate 
case expenses could be spread over a larger group of customers, thereby mitigating 
future bill impacts.  Further, if this alternative is adopted, the Company would not have 
to file another rate case in a year to determine the rates that would be needed to 
recover the new revenue requirement for the Oakwood service area. 

VI. OTHER 

A. Elimination of Purchased Water and Purchased Sewer Surcharges 

The Company proposed to eliminate all of its purchased water surcharges and 
purchased sewer surcharges and to include the costs of all purchased water and 
purchased sewer services within base rates.  Inclusion of the costs of all purchased 
water and sewer services within base rates is consistent with the Company’s proposal 
to establish a consolidated rate structure for its customers, and eliminates the need for 
annual purchased water and purchased sewer reconciliation proceedings.  USI Ex. 1.0 
at 12-13; USI Ex. 2.0 at 7-8.   

Staff recommends that the Commission approve the Company’s proposal to 
eliminate its purchased water and purchased sewer surcharges, subject to Staff’s 
proposed language and Commission approval of a new transition/clean up tariff which 
provides for the final reconciliations of purchased water and purchased sewer 
surcharges, as discussed in Section VI.B. below.  Staff Ex. 1.0 at 17-19; Staff Ex. 7.0 at 
11-14.  The Company agrees with Staff’s conditions.  USI Ex. 7.0 at 10-11. 
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The Commission finds the Company’s proposal, as modified by Staff’s 
conditions, to be reasonable.  

B. Final Reconciliations of Purchased Water and Purchased Sewer 
Surcharges 

As discussed in Section VI.A. above, the Company agrees with Staff’s 
recommendations and conditions concerning the Company’s proposal to eliminate all of 
its purchased water surcharges and purchased sewer surcharges.  USI Ex. 7.0 at 10-
11.   

 In the event that the Commission approves the Company’s proposal to eliminate 
all of its purchased water surcharges and purchased sewer surcharges and to include 
the costs of all purchased water and sewer services within base rates, the Commission 
should adopt Staff’s recommendations as follows:  

 The final order in this proceeding should authorize and require USI to 
include with its compliance filing in this proceeding, tariff sheets consistent 
with the proposed language on page 12 of Staff Exhibit 7 that:  

 provide a mechanism for the reconciliation of purchased water and 
sewer costs and revenues for any reconciliation periods that have 
not yet been considered by an order of the Commission;  

 provide a mechanism for the refund or recovery of any cumulative 
(over)/under recovery determined from those reconciliations; and  

 provide for the disposition of any Factor Os ordered by the 
Commission that result from the proceedings to reconcile the 
revenues and expenses of each surcharge that have not yet been 
considered by the Commission at the time an order is entered in 
this proceeding;  

 The final order in this proceeding should require the Company to file, 
within 90 days of the final order in this proceeding, a petition for a final 
reconciliation of the USI purchased water and purchased sewer 
surcharges for the year 2015 up to the effective date of new tariffs filed in 
compliance with the final order in this proceeding; and  

 

 The final order in this proceeding should include the following language in 
the Ordering paragraphs:  

IT IS FURTHER ORDERED that within 90 days of the date 
of this Order, Utility Services of Illinois, Inc. shall for the 
period from January 1, 2015, through the effective date of 
new tariffs filed in accordance with this Order, file a final 
reconciliation of its purchased water and purchased sewer 
surcharges, along with a petition requesting approval of 
said reconciliation which includes testimony and schedules 
that support the accuracy of the costs and charges for the 
period being reconciled. 
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 The Commission finds Staff’s recommendations are reasonable and Staff’s 
recommended language should be included in the Findings and Ordering paragraphs.   
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C. Proposed Depreciation Rates 

USI witness Guastella provided a depreciation study utilizing comparable data for 
average service lives, net salvage values, depreciation rates of other water and sewer 
utilities, as well as state and industry guidelines.  USI Ex. 4.0 at 6.  Mr. Guastella 
proposed separate water and sewer depreciation rates for each primary account.  USI 
Ex. 4.0, Scheds. JFG-1 and JFG-2.  

Staff witness Sperry did not object to the Company’s depreciation study or the 
proposed depreciation rates.  Staff Ex. 6.0 at 5.  

The Commission approves the sewer and water depreciation rates proposed by 
the Company. 

D. Maximum Allowable Unaccounted-for Water Percentage 

USI proposed to combine all of the Company’s existing percentages of maximum 
unaccounted-for water, without changes, into a single tariff sheet for all of its service 
areas. USI Ex. 2.0 at 11.  

Staff witness Sperry recommended that the maximum level of unaccounted-for 
water for the four service areas (Clarendon Water, Great Northern, Walk-Up Woods, 
and Westlake Utilities) be reduced to 15% in USI’s revised Schedule of Rates and 
Charges tariffs for water service. Staff Ex. 6.0 at 9.  The Company accepted Staff’s 
recommendations. 

The Commission adopts Staff’s recommended maximum levels of unaccounted 
for water. 

E. Other Tariff Change Proposals 

In anticipation of the Commission’s approval of the Company’s consolidation 
proposals, the Company proposed several changes to its tariffs.  In its Unaccounted for 
Water tariff, the Company condensed the existing percentages applicable to the various 
service divisions into a single sheet (ICC No. 3, Original Sheet No. 4.).  In its Schedule 
of Rates tariff, the Company has created uniform miscellaneous charges that it derived 
from its current tariffs in each service territory.  The Company also proposed to change 
all service divisions to a monthly billing cycle.  This will make all the service divisions’ 
billing cycles consistent with each other and with the billing cycles that the Commission 
has been approving in recent individual rate cases for the utility company’s 
predecessor.  Staff Ex. 4.0 at 34. 

Staff recommends that the Commission approve the Company’s tariff change 
proposals.  Doing so will make the tariffs uniform if the Commission approves the 
consolidated rate structure.   

Approving the proposed tariff changes would add consistency and uniformity to 
each service division’s individual tariff.  Therefore, the Company’s proposed changes 
are reasonable and the Commission approves these proposals. 
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VII. FINDINGS AND ORDERING PARAGRAPHS 

The Commission, having given due consideration to the entire record herein and 
being fully advised in the premises, is of the opinion and finds that:  

(1) USI provides water and sewer service to the public within the State of 
Illinois, and, as such, is a public utility within the meaning of the Act; 

(2) the Commission has jurisdiction over USI and of the subject-matter herein; 

(3) the recital of facts and conclusions reached in the prefatory portion of this 
Order are supported by the evidence, and are hereby adopted as findings 
of fact; 

(4) a test year ending December 31, 2015, should be adopted for the purpose 
of this rate proceeding; 

(5) the $37,241,560 original cost of water plant in service for USI at 
December 31, 2013, as reflected on Staff’s Schedule 1.15 W, is 
unconditionally approved as the original costs of plant; 

(6) the $11,760,334 original cost of sewer plant in service for USI at 
December 31, 2013, as reflected on Staff’s Schedule 1.15 S, is 
unconditionally approved as the original costs of plant; 

(7) a fair and reasonable rate of return on the rate base for USI is 7.88%; 
rates should be set to allow the Company an opportunity to earn that rate 
of return on its rate base, as is determined herein; 

(8) the rates which are presently in effect for USI are insufficient to generate 
the operating income necessary to permit the Company to earn a fair and 
reasonable rate of return; those rates should be permanently canceled 
and annulled as of the effective date of the new tariffs allowed by this 
Order; 

(9) the rates proposed by USI would produce a rate of return in excess of a 
return that is fair and reasonable; the Proposed Tariffs of Utility Services 
of Illinois, Inc. should be permanently canceled and annulled; 

(10) pursuant to Section 9-229 of the Act, the Commission has specifically 
assessed the amounts expended by the Company to compensate 
attorneys and experts to prepare and litigate this general rate case filing 
and finds those amounts, as adjusted, to be just and reasonable, with the 
Commission’s more detailed supporting findings on this subject as set 
forth in this Order; 

(11) USI should be permitted to file new tariff sheets setting forth the rates 
designed to produce operating revenues as shown in Appendix A and B 
as such revenues are necessary to provide the Company a rate of return 
of 7.88% on their rate base, consistent with the findings herein; these tariff 
sheets shall be applicable to service furnished on or after their effective 
date; 
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(12) USI shall also file new tariff sheets consistent with the proposed language 
set forth on page 12 of Staff Exhibit 7 as discussed in Section VI.B. of this 
Order concerning final reconciliations of purchased water and purchased 
sewer surcharges; 

(13) the new tariff sheets authorized to be filed by this Order shall reflect an 
effective date not less than five working days after the date of filing, with 
the tariff sheets to be corrected within that time period if necessary, except 
as is otherwise required by Section 9-201(b) of the Act as amended; 

(14) USI shall file, within 90 days of the date of this Order, a petition for a final 
reconciliation of the USI purchased water and purchased sewer 
surcharges for the year 2015 up to the effective date of new tariffs filed in 
compliance with the Order in this proceeding; 

(15) all remaining motions, petitions, objections, or other matters in this 
proceeding should be disposed of in a manner consistent with the 
conclusions reached herein; and  

(16) USI shall otherwise perform all actions that this Order requires of it. 

IT IS THEREFORE ORDERED by the Commission that the tariff sheets 
proposing a general increase in water rates filed by Utility Services of Illinois, Inc. on 
November 10, 2014 are hereby permanently canceled and annulled. 

IT IS FURTHER ORDERED that Utility Services of Illinois, Inc. is authorized to 
place into effect tariff sheets which will produce the annual operating revenues and 
operating incomes set forth in the Findings above, and are consistent with Appendices 
A and B to this Order, to be effective on the date of filing for water and sewer service 
furnished on and after such effective date. 

IT IS FURTHER ORDERED that Utility Services of Illinois, Inc. shall also place 
into effect tariff sheets consistent with the proposed language set forth on page 12 of 
Staff Exhibit 7 as discussed in Section VI.B. of this Order concerning final 
reconciliations of purchased water and purchased sewer surcharges; 

IT IS FURTHER ORDERED that Utility Services of Illinois, Inc. must file its Rate 
tariffs consistent with the requirements of the Findings above. 

IT IS FURTHER ORDERED that upon the effective date of the tariff sheets filed 
pursuant to this Order, the presently effective tariff sheets of Utility Services of Illinois, 
Inc., which are replaced thereby are permanently canceled and annulled. 

IT IS FURTHER ORDERED that within 90 days of the date of this Order, Utility 
Services of Illinois, Inc. shall for the period from January 1, 2015, through the effective 
date of new tariffs filed in accordance with this Order, file a final reconciliation of its 
purchased water and purchased sewer surcharges, along with a petition requesting 
approval of said reconciliation which includes testimony and schedules that support the 
accuracy of the costs and charges for the period being reconciled. 

IT IS FURTHER ORDERED that any petitions, objections or motions made in this 
proceeding and not otherwise specifically disposed of herein are hereby disposed of in 
a manner consistent with the conclusions contained herein. 
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IT IS FURTHER ORDERED that the $37,241,560 original cost of water plant in 
service for Utility Services of Illinois, Inc. at December 31, 2013, as reflected on Staff’s 
Schedule 1.15 W, is unconditionally approved as the original costs of plant. 

IT IS FURTHER ORDERED that the $11,760,334 original cost of sewer plant in 
service for Utility Services of Illinois, Inc. at December 31, 2013, as reflected on Staff’s 
Schedule 1.15 S is unconditionally approved as the original costs of plant. 

IT IS FURTHER ORDERED that, subject to the provisions of Section 10-113 of 
the Public Utilities Act and 83 Ill. Adm. Code 200.880, this Order is final; it is not subject 
to the Administrative Review Law.   

 By Order of the Commission this 22nd day of September, 2015.   
 
 
 
 (SIGNED) BRIEN SHEAHAN 
 
 Chairman 
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8. Refer to the Application, Exhibit 4, Workpaper s. 

a. "Per Books" Water Revenue-Accruals are stated at ($4,653). Describe and 

discuss the nature of this amount and explain why its removal from testyear operations is 

appropriate. 

b. In Column D, the effects of "Out-of Period Adj" are removed from the 

amounts reported "Per Books." Describe the nature of each "Out-of Period Adj" and explain why 

its removal from test-year operations is appropriate. 

c. In Column E, "Per Books" revenues are reduced by $8,809 to remove 

sales to the Clinton Detention Center. 

1) State the date that water service to the detention center was 

discontinued. 

2) State the reason that water service to the detention center was 

discontinued. 

3) State the date that water service to the detention center is expected 

to resume. If it is not expected to resume, state the reason.  

4) Provide the monthly water sales volumes by WSKY to the 

detention center for each month of the test year. 

5) Provide the amount billed for water sold by WSKY to the 

detention center for each month of the test year. 

Response: 
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a. The amount of ($4,653) in the “Per Books” Water Revenue-Accruals 

account are journal entries generated by Accounting on a monthly basis 

for flat and volumetric manual accruals in an effort to true-up the revenue 

for the month.  The true-up is to account for any billings which will fall 

outside of the service period.  For example, if a customer’s bill only has 

consumption through June 15
th

, Accounting would accrue for the revenue 

related to the consumption for the remaining 15 days of the month.  

WSKY believes this is adjustment is appropriate because the data used to 

generate test-year consumption includes all consumption within the test-

year parameters.  If this adjustment isn’t included, pro forma revenue 

would be understated by $4,653. 

b. “Out-of-Period Adjustments” in Column D are removed from the amounts 

reported “Per Books” because these are adjustments are anomalies in the 

test-year that are not reflective of usage or activity during the test-year.  

These bills were for adjustments made by the Billing department during 

the test-year or bills that were sent out during the test-year that reflected 

consumption for prior periods outside of the test-year parameters.  If these 

“Out-of-Period Adjustments” were to be included, the test-year 

consumption would have been overstated by approximately 1,680,090 

gallons.    
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c. WSKY anticipated losing the Clinton Detention Center as a customer and 

removed all associated revenue received during the test-year from this 

customer.  

1) Officially, the service to this facility has not been discontinued, 

however, the water is no longer going to be used in its capacity as 

it was before.  A small office located within the premise is still 

operational and WSKY will be providing service for the bathroom 

of the office, but the consumption will be minimal.  The actual 

detention center part of the premise has been closed and water 

service to that part of the facility has been discontinued.  

2) The detention center has been closed, but there is an office space 

where water service is needed.  Please see the response above. 

3) No, the Company does not anticipate the detention center part of 

the premise to resume service in the near future, however, the 

building is still functional and the owner of the property could re-

purpose the property.   

4) Please refer to the table below for the monthly water sales volumes 

by WSKY to the detention center.  The total water sales volume 

for the test-year related to the Clinton Detention Center is equal to 

1,625,800 gallons. 
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Clinton Detention Center

Monthly Water Sales Volumes

Start Date End Date Billed Month Consumption (Gallons)

5/23/2014 6/23/2014 May-15 169,000

6/24/2014 7/22/2014 May-15 144,000

7/23/2014 7/23/2014 Sep-14 510

7/24/2014 8/22/2014 Sep-14 15,290

8/23/2014 9/22/2014 May-15 155,000

9/23/2014 10/20/2014 May-15 135,000

10/21/2014 11/20/2014 May-15 166,000

11/21/2014 12/23/2014 May-15 172,000

12/24/2014 1/22/2015 May-15 160,000

1/23/2015 2/18/2015 May-15 108,000

2/19/2015 3/27/2015 Apr-15 160,000

3/28/2015 4/24/2015 May-15 130,000

4/25/2015 5/22/2015 Jun-15 111,000

1,625,800

 
5) Please refer to the table below for the amount billed for the water 

sold by WSKY to the detention center.  The total amount billed for 

the water sold by WSKY to the detention center is equal to $8,809. 

 



CASE NO. 2015-00382 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION 

 

 

 

   

Clinton Detention Center

Amount Billed For Water Sold

Start Date End Date Billed Month Amount Billed

5/23/2014 6/23/2014 May-15 $864.18

6/24/2014 7/22/2014 May-15 $754.18

7/23/2014 7/23/2014 Sep-14 $3.89

7/24/2014 8/22/2014 Sep-14 $121.26

8/23/2014 9/22/2014 May-15 $834.90

9/23/2014 10/20/2014 May-15 $743.30

10/21/2014 11/20/2014 May-15 $885.28

11/21/2014 12/23/2014 May-15 $912.76

12/24/2014 1/22/2015 May-15 $857.80

1/23/2015 2/18/2015 May-15 $619.64

2/19/2015 3/27/2015 Apr-15 $857.80

3/28/2015 4/24/2015 May-15 $720.40

4/25/2015 5/22/2015 Jun-15 $633.38

$8,808.77

 
 

Witness: Brian Halloran  
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9. Refer to the Application, Exhibit 4, Schedule 8 , Lines 9 and 23, and to WSKY's 

response to the Commission's First Request for Information that was attached as Appendix 8 to 

the Commissions December 9, 2015 Order ("Commission's First Request for Information"), Item 

9.a. 

a. Test-year salaries and wages shown on Schedule 8 total $676,553 

($510,822 shown on Line 9 + $165,731 shown on Line 23). Using the same format of the three 

Excel worksheets provided in response to Item 9.a that are titled "WSC Salaries 2015," "wp-b4 

office salaries," and "wp-b Salary," show the recalculation of test-year wages. The recalculation 

Excel worksheets should show for each employee: 1) test-year wage rates; 2) test-year regular 

and overtime hours worked; 3) test-year allocation factors; and 4) total test-year wages. The 

recalculated test-year wages for all employees should total $676,553. 

b. From review of the three aforementioned Excel worksheets that were 

provided in response to Item 9.a., it appears that WSKY accounts for a 3 percent wage increase 

in pro forma wages for all employees.  

1) State the date that the 3 percent wage rate increase went into effect. 

2) Explain why, in light of the present economic conditions, both 

locally and nationally, the wage increases are reasonable and appropriate.  

c. From review of the three aforementioned Excel worksheets that were 

provided in response to Item 9.a., it is apparent that WSKY seeks rate recovery of wages for 

employee positions that were vacant at the time WSKY filed its Application. 
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1) State whether additional ·employee positions have become vacant since 

WSKY filed its Application, and identify those positions.  

2) Identify the vacant employee positions shown on these worksheets 

that have been filled since WSKY filed its Application, and state the date 

that each position was filled. 

d. From review of the three aforementioned Excel worksheets that were 

provided in response to Item 9.a., it is apparent that Customer Service Personnel located in 

Florida, North Carolina, Nevada, and West Virginia had pro forma wages allocated to WSKY. 

1) Describe the customer service facilities that are located in each of 

these states. 

2) Describe the services provided to WSKY by each customer service 

facility located in these states. 

3) Explain why the Equivalent Residential Customer Count is the 

most appropriate method to allocate the wage costs of each of the customer service facilities. 

Response:  

a) Please see the attached file “Staff DR 2.9.a - Test Year Salaries Detail”. In 

this file please refer to tabs, “Wp-b Salary” Cell AH63, “wp-b4 office 

salaries” Cell AG160 and “WSC Salaries 2015” Cells AJ206 and AJ220. 

Please be advised it is not possible to recreate test year salaries as 

requested due to the varying intra-month wage rates and personnel shifts, 

along with varying Journal Entries which are not associated to any 
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particular employee. However, the aforementioned tabs are organized by 

employee and the totals do agree to the $676,553 as requested. Test-year 

wage rates and test-year regular and overtime hours, along with allocation 

factors are located on tab, “Paychecks 7.3.14-7.31.15”.  

b) 1) Most employees receive an annual pay increase on April 1 of every 

year. 

2) While it is unclear what PSC Staff is referring to with regard to “in light 

of the present economic conditions” it is the Company’s position that 

wage increases are reasonable and appropriate in order to retain a skilled 

and qualified workforce in any economic environment. 

c) Yes, it is common for the Company to experience some employee turn-

over. Positions which were vacant at the time WSKY filed its application 

are currently being recruited for.   

1) The Financial Analyst I within the section “Regional Management 

(IL/IN/KY/MD/PA/NJ/VA)” on the worksheet with the tab labeled “WSC 

Salaries 2015” is no longer with the Company. The Company is currently 

in the hiring process and expects to fill this position by within the next 

four weeks. 

  

 2) Please see the vacancy at line 31 of the tab labeled “wp-b4 office 

salaries”. This CSR I was hired 11/11/2015. Please see the vacancy at line 
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42 of the tab labeled “WSC Salaries 2015”. This Billing Specialist was 

hired 12/10/2015. 

d) Yes, the Customer Service Personnel located in Florida, North Carolina, 

Nevada, and West Virginia had pro forma wages allocated to WSKY. 

 1) Florida – located in the Altamonte Springs, FL company office. The 

Company currently has 1 Customer Service Supervisor, 15 Customer 

Service Representatives, 1 Contact Center Supervisor, 1 Collections 

Representative, and 1 part-time Customer Service Administrative 

Assistant staffed at this office. 

North Carolina – located in the Charlotte, North Carolina company office. 

The Company currently has 1 Customer Service Supervisor and 6 

Customer Service Representatives staffed at this office. 

Pahrump, Nevada – located in the Pahrump, Nevada company office. The 

Company currently has 1 Customer Service Supervisor, 1 Collections 

Supervisor, 3 Customer Service Representatives, and 2 Collections 

Representatives. 

West Virginia – The Company currently has 1 Collections Representative 

who works from home. 

 2) Please see the attached files “Staff DR 2.9d2 Call Centers Call 

Handling 2015” and “Staff DR 2.9d2 Call Centers Call Handling 

Projected for 2016” which describe the nature of how the call centers have 
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handled and will continue to handle customer service contacts through 

February 17, 2016. Also provided is the updated call handling description 

that is forecasted to be implemented February 18, 2016. 

 3) ERC is the most appropriate and practical way to allocate customer 

service facilities wage costs because the Company operates in 15 states 

with 3 facilities that serve all Utilities Inc. customers that span 3 time 

zones. It is both cost effective and a strategic necessity to have centralized 

facilities for the function of customer service that produces a true 

overhead cost that should be shared equally among all Utilities Inc. 

customers that benefit from the service. In addition, if the Company were 

to, for example, allocate wage costs based on call volume not only would 

this be logistically cumbersome, but also unfair to ratepayers that have 

unusually high call volume in a test year. 

 

Witness: Brian Halloran 
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 Test Year Salaries 

Detail 

 

(See attached Excel file) 
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Call Center Resources and Capacity, 2015 

WSCKY Customers can call our toll free number 24/7 for incoming service requests.   

Our available call center trunk capacity for incoming calls currently processes over 375,000 incoming 

calls and nearly as many outgoing calls annually.  The current capacity can handle an additional 30% of call 

volumes without any additional upgrades.  The capacity can be expanded to double or triple this capacity 

with the addition of telco circuits and software licensing in our multiple geographically diverse locations.  We 

have access to telco circuit capacity in multiple locations and can point “800” numbers to any of them to 

handle primary or overflow call volumes.  We recognize limits in our call center personnel before our 

technical capacity reaches a limit.  We currently utilize trunks capable of handling 96 simultaneous calls 

through our Tier III hosting facility as our primary call routing process.  Our VoIP switch can be expanded 

through agent software licenses to virtually any capacity we desire.  We also have the capability to expand 

telephony circuit capacity to handle any volume of incoming and outgoing calls necessary.  Our geographic 

diversity also enables continuous service in weather events and/or other emergency situations.  

We currently have capacity in our VoIP switches, call center systems and available customer service 

representative workspace within our identified locations to ensure exceptional service delivery aligned with 

our Key Performance Indicators (KPI).  We recognize some excess capacity in our current call center staffing 

levels to ensure we are capable of handling fluctuations in call volumes due to emergencies and other 

customer driven inquiries.  At this time we operate a virtual call center via VoIP single queue for our current 

WSCKY customers; all primary and backup locations are in one virtual center for call routing.  We have 

another 50+ seats available and 90 remote customer service representative ports in our VPN 

concentrator.  This means we can currently route calls to 140+ additional representatives without any 

hardware or software modifications. 

The following illustrates our current personnel allocation by call routing Tier. 
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  Total CSR’s within all Call Center locations: 35 

Tier 1 – 23 

Tier 2 – 5 

Tier 3 – 3 

Tier 4 – 4  

Calls come in through the same call prompts and are routed to Agents dedicated to WSCKY customer 

care and dispatch. The call is routed to the Call Center Customer Service Representative (CSR) in Tier 1.  If 

none are available, the call is routed to Tier 2 agents in 25 seconds, Tier 3 in 30 seconds, and Tier 4 in 35 

seconds so that every call can be answered within 60 seconds.  In addition, call center supervisory personnel 

are available to serve WSCKY customers in emergency situations.  

Our call center response time for 2015 has an Average Wait Time of 51 seconds.  We have received 

over 341,665 calls YTD with an average speed of answer at 82.94%.  Emails and Faxes are received through a 

virtual fax/email server and are routed through email to a group of available agents. Both emails and faxes 

are responded to immediately upon receipt during regular business hours.  During 2015 we have processed 

12,067 emails with an average interaction time of 0:05:42, and have processed 9,962 faxes with an average 

interaction time of 0:02:58.  Written mail correspondence is generally responded to within five business 

days.    

After-hours (5:00 PM to 8:00 AM ET) emergency service is provided to WSCKY customers through 

our answering service where every call is answered by a live agent. The agent will take the customer’s 

location, contact information, service issue, then relay it to the on-call operations service technician through 

cell phone and email. If the on-call technician cannot respond within 10 minutes another technician is called 

and emailed. An operations manager is always available by phone. 

The contingency plan, in case of severe weather, provides continuous call response for WSCKY 

customers through live agents located in the Florida, North Carolina and Nevada Call Centers and after-hours 
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answering service located in North Carolina. CSR’s are equipped with laptops and USB headsets, so they can 

re-locate and continue to respond to customer calls.  
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Call Center Resources and Capacity for 2016, after February 17, 2016 

WSCKY Customers can call their state dedicated toll free number 24/7 for incoming service requests.   

Our call center currently processes over 375,000 incoming calls and nearly as many outgoing calls 

annually. From a call capacity standpoint, we can accommodate an additional 30% call volume without any 

additional infrastructure upgrades. Capacity can further be expanded with additional data bandwidth, 

software licensing and staff to address even a more significant increase in call volume. Inbound calls have 

recently been virtualized via Session Initiation Protocol (SIP) which leverages the multiple entry points of our 

data network which insures all calls, specifically Customer Service calls, will reach our call center. Because of 

SIP’s flexibility we would recognize a limit in our call center personnel before any technical limit is reached. 

Our current maximum call capacity is 142 concurrent phone calls (an increase of 46 calls over our previous 

configuration).    

Our geographic diversity also enables continuous service in weather events and/or other emergency 

situations. WSCKY Customer Service agents are not confined to specific offices. Any phone in any office 

location may be used by Customer Service which ensures exceptional service delivery aligned with our Key 

Performance Indicators (KPI).  We recognize some excess capacity in our current call center staffing levels to 

ensure we are capable of handling fluctuations in call volumes due to emergencies and other customer 

driven inquiries. By utilizing other advanced technologies, we are able to extend the call center to any 

employee in any location (on network or off) via a VPN concentrator and softphone licensing.  

The following illustrates our current personnel allocation by call routing per State. 

 27 Customer Service Representatives – trained, assigned, and dedicated to state(s) specific, and is 

routed as overflow to all state call handling. 

 3 Customer Service Supervisors – trained, assigned, and dedicated to state(s) specific responsibilities, 

and as overflow to all state call handling. 

 4 Collections Representatives – trained, assigned, and dedicated to state(s) specific collections, 

primary state specific call routing, and as overflow to all state call handling. 



Call Center Call Handling, effective February 17, 2016 Page 2 of 2 
 

  

Each State is assigned a dedicated customer service phone number for inbound call customer service. 

WSCKY Customer Service and Collections Representatives are trained for state specific dedicated customer 

service call handling, and outbound calls for the purpose of collections. WSCKY calls flow immediately to the 

next available agent with the highest skill set for each state to insure calls are answered within 60 seconds 

from the time the call enters the call center. Our KPI goal is to answer 80 percent of all calls within 60 

seconds. 

WSCKY customer service emails and faxes are handled through the same method. Both emails and 

faxes are responded to immediately upon receipt during regular business hours.  Written mail 

correspondence is generally responded to within five business days. 

After-hours (5:00 PM to 8:00 AM ET) emergency service is provided through our answering service 

where every WSCKY call is answered by a live agent. The agent will take the customer’s location, contact 

information, service issue, then relay it to the on-call operations service technician through cell phone and 

email. If the on-call technician cannot respond within 10 minutes another technician is called and emailed. An 

operations manager is always available by phone. 

The contingency plan, in case of severe weather, provides continuous call response for WSCKY 

customers through live agents located in the Florida, North Carolina and Nevada Call Centers and after-hours 

answering service located in North Carolina. CSR’s are equipped with laptops and USB headsets, so they can 

re-locate and continue to respond to WSCKY customer calls. 
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10. Refer to the Application, Exhibit 5, Direct Testimony of Steven M. Lubertozzi 

("Lubertozzi Testimony"), page 5, Lines 20- 23 and page 6, Lines 1-11 and to the work papers 

provided in response to Item 9.a., above, where test-year wages were recalculated. On pages 5 

and 6, Mr. Lubertozzi discusses a reorganization of Ul that occurred since WSKY's last rate case. 

a. Provide a detailed discussion of how and why Ul was reorganized. 

b. Discuss how the reorganization benefitted WSKY and its customers. 

c. Make all changes necessary to the work papers provided in response to 

Item 9.a, above, to reallocate all test-year wages to WSKY as though the reorganization had not 

occurred. 

d. Other than wages identified in Item 10.c., above, identify and quantify all 

other changes to WSKY test-year costs, including wage overhead charges, that occurred as a 

result of the reorganization.  

e. State whether any new employee positions that were created as a result of 

the reorganization remain vacant. 

Response: 

a. UI’s customers of all types (end users, regulators, elected officials, etc.) 

had increasingly demanded local authority and accountability. To meet 

this demand, UI and its operating entities evolved to a more locally based 

structure to support this objective. UI and its subsidiaries needed to be 

focused on how to best address customer’s needs, establish local 

relationships and accountability, reduce communication and decision 



CASE NO. 2015-00382 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION 

 

 

 

making redundancy, all while preserving our outstanding safety and 

compliance culture, and position the company for growth. The 

reorganization, and elimination of the current executive team structure 

(CFO, COO, CRO and others), also created leadership capacity in the 

organization by reducing redundant communication and decision 

making.  After reorganization, the new business units’ leaders were fully 

responsible for the performance and service delivery to the customers. The 

reorganization and related personnel changes were designed to position UI 

and its subsidiaries to meet the consumers’ needs. The reorganization, 

required that a state President be responsible for all facets of the business, 

including operations, safety, compliance, regulatory matters, and the 

overall customer experience. Moving to this model allowed senior 

executive level talent to focus on local customer’s needs and business unit 

performance. 

 b. Please refer to the response in Staff DR 2.10a. 

c. Please refer to the attached file, “PSC DR 2.10” in response to this 

request. Please be advised it is not possible and ultimately much too 

speculative to reallocate test-year wages to WSKY provided in response to 

Staff DR 2.9.a, as though the reorganization had not occurred. As an 

alternative the Company has provided two roll forwards of the salary work 
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papers provided in Case No. 2013-00237, which was pre-reorganization, 

assuming all employees receive the standard 3% annual raise.  

A comparison of the test-year salaries in Case No. 2015-00382 to the roll 

forward of the pro forma salaries in Case No. 2013-00327 is shown on tab, 

“Test Year Salary Comparison”. The salaries from Case No. 2013-00237, 

under the prior organization structure, were rolled forward at a 3% 

increase per year and allocated to each period in the test-year July 01, 

2014 – June 30, 2015 using the appropriate wages and allocation factors 

for each period. The test-year salaries presented in response to Staff DR 

2.9.a, were adjusted for bonuses, journal entries and cap time salary 

reallocations as those items are not included in pro forma salaries. The 

apples-to-apples comparison shows the test-year salaries under the 

reorganization are $4,188 lower than without the reorganization. 

A comparison of the roll forward of total pro-forma salaries from Case 

No. 2013-00237 to total pro forma salaries in Case No. 2015-00382 is 

shown on tab, “Pro Forma Salary Comparison”. The salaries from Case 

No. 2013-00237, under the prior organization structure, were rolled 

forward at a 3% increase per year and updated for the allocation factors 

presented in Case No. 2015-00382. The apples-to-apples comparison 

shows the pro forma salaries under the reorganization are $147 higher than 

without the reorganization. 
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d. Due to the speculative nature of this question, a response cannot be 

provided with 100% certainty. However, it can be assumed that due to the 

elimination of some positions, which result in a lower number of 

employees at WSC, employee benefit costs and payroll taxes would be 

higher in the test year had the reorganization not occurred. This is 

consistent with the response provided to Staff DR 2.9.c, above. 

e. The Company has eliminated some positions as part of the reorganization 

and has renamed other positions. There are currently vacant positions 

within the Company; however, these positions do not result in incremental 

headcounts to the Company and were filled prior to the reorganization. 

 

Witness: Brian Halloran, Steve Lubertozzi 
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Staff DR 2.10 
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11. Refer to the Application, Exhibit 4, Workpaper j. 

a. "Deferred Maintenance Expense" is stated at $19,977. Identify each 

deferred item included in this amount and for each item: state its amount; provide a detailed 

description; and explain why its removal from test-year operations is appropriate. 

b. "Current Deferred Assets" is stated at $20,106. Identify each deferred item 

included in this amount and for each item: state its amount; provide a detailed description; and 

explain why its inclusion in pro forma operations is appropriate. 

c. "Pro Forma Deferred Assets" is stated at $14,027. Identify each deferred 

item included in this amount and for each item: state its amount; provide a detailed description; 

and explain why its inclusion in pro forma operations is appropriate. 

Response: 

a. Please refer to the table below for a description of the deferred items that 

are included in the test-year Deferred Maintenance Expense.  The removal 

is appropriate because we removed the amortization and then included it 

with the pro forma amortization. 
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Test-Year Deferred Maintenance Expense

Asset # Asset Description

Original 

Plant Cost

Placed In 

Service Date

Asset Life 

(Months)

Total Test-

Year Def. 

Maint. 

Exp.

1006258 Hydrant Painting 28,469$    11/13/2012 72 4,745$    

1007984 SOC Testing 1,555$      9/3/2014 36 432$       

1008005 Lab Analysis / Testing 900$         9/4/2014 36 250$       

1008115 Water Storage Tanks (2) Inspection 3,000$      9/11/2014 60 501$       

1008258 Water Storage Tanks (3) Inspection 3,280$      5/19/2014 60 726$       

5000366 Paint 200kGal Water Standpipe 66,616$    12/21/2012 60 13,323$ 

103,820$ 19,977$ 

 

b. Please refer to the tab labeled “Current Def Assets” in the file provided in 

response to Staff DR 1.3 labeled “Staff DR 1.3 – wp j Maintenance and 

Repair” for a listing of each deferred item that produces the amount of 

$20,106.  The inclusion in pro forma operations is appropriate because the 

Company is adjusting for known and measureable changes to test-year 

operations. 

c. Please refer to the tab labeled “Pro Forma Assets” in the file provided in 

response to Staff DR 1.3 labeled “Staff DR 1.3 – wp j Maintenance and 

Repair” for a listing of each deferred item that produces the amount of 

$14,027.  The inclusion in pro forma operations is appropriate because the 

Company is adjusting for known and measureable changes to test-year 

operations. 

 

Witness: Brian Halloran  
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12. Refer to the Halloran Testimony, Page 8, Lines 1-8. Mr. Halloran refers to a 

Clinton tank-painting project that is expected to be completed by December 31, 2015, and he 

refers to "smaller pro forma deferred assets."  

a. In regard to the tank painting. 

1) Provide the tank's street address or other description of its 

geographic location. 

2) State the date that the tank was first placed into service. 

3) State the tank's anticipated remaining life. 

4) State the last date that the tank was painted prior to the 2015 

painting. 

5) Provide a copy of the advertisement for contractor bids to paint the 

tank. 

6) Provide a copy of all contractor bids that were received by WSKY 

in response to the bid advertisement. 

7) Indicate which contractor bid was accepted. 

8) State the date that the tank painting was completed . 

9) Provide a complete description of all the work that was necessary 

to perform the tank painting and state the type of paint used for the interior 1 0) State the basis 

for the ten-year amortization period proposed 

10) for the 2015 tank-painting costs and state why this amortization 

period is reasonable. 
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b. In regard to the "smaller pro forma deferred assets." 

1) Provide a description of each asset. 

2) Provide the cost of each asset. 

3) State the date that each asset was placed into service. 

4) State each asset's amortization period. 

5) Provide annual amortization schedules for each asset.  

Response: 

a. 1) 325 S Washington St., Clinton, KY 42031 

 2) November 23, 2015 

 3) 50 Years 

 4) 2002 

 5) Not available 

6) See attachment labeled “Staff DR 2.12” for the Company’s 

response. 

7) Wet or Dry Water Tank Inspection 

8) November 12, 2015 

9) Interior: Abrasive SSPC-SP10 Near White finish sandblast, and 

apply three coats of Tnemec Series 20 Pota-Pox, to a thickness of 

10.0 mils, with a stripe coat of the same epoxy to be applied to the 

weld seams. 
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Exterior: pressure wash to remove dirt, loose paint and chalkiness; 

power-tool clean rusted and abraded areas, intermediate and top 

coat coating system will be determined before application with 

Tnemec support recommendations. 

10) The Company is proposing an amortization period of 10 years, 

because the average life of tank painting assets lasts roughly 10 

years. 

b. Please refer to the tab labeled “Pro Forma Assets” in the file provided in 

response to Staff DR 1.3 labeled “Staff DR 1.3 – wp j Maintenance and 

Repair”.  The items labeled “Tank Cleaning” and “Sealing Driveway @ 

Middlesboro” are the “smaller pro forma deferred assets” that are 

referenced in Halloran Testimony, Page 8, Lines 1-8. 

 1) See below for a description of each asset:  

Tank Cleaning:  This asset is for the water tanks that were cleaned 

at Middlesboro. 

Sealing Driveway at Middlesboro: This asset is for the sealing and 

coating of the parking lot and roadways at the Middlesboro Water 

Treatment Plant. 

2) The amounts reflected in the workbook of $6,000 and $2,750 for 

the Tank Cleaning and Sealing Driveway at Middlesboro are the 

per books cost of the assets, respectively. 



CASE NO. 2015-00382 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION 

 

 

 

3) The dates reflected in the workbook of 10/8/15 and 8/27/15 for the 

Tank Cleaning and Sealing Driveway at Middlesboro are the actual 

dates the assets were placed into service, respectively. 

4) Each asset has a life of 36 months, or 3 years. 

5) See below for an amortization schedule of each asset: 

 

Response to Staff DR 2.12b-5

"Tank Cleaning" Asset

Line No. Year Period Amort. Amount

1 2015 Oct - Dec 500$                     

2 2016 Full Year 2,000$                 

3 2017 Full Year 2,000$                 

4 2018 Jan - Sept 1,500$                 

6,000$                 

"Sealing Driveway @ Middlesboro" Asset

Line No. Year Period Amort. Amount

1 2015 Aug - Dec 382$                     

2 2016 Full Year 917$                     

3 2017 Full Year 917$                     

4 2018 Jan - July 535$                     

2,750$                 

 

Witnesses: Bruce Haas, Brian Halloran 

  



CASE NO. 2015-00382 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION 

 

 

 

 

Staff DR 2.12 

 
  



12. Refer to the Halloran Testimony, Page 8, Lines 1-8. Mr. Halloran refers to 
a Clinton tank-painting project that is expected to be completed by December 31 , 2015, 
and he refers to "smaller pro forma deferred assets." 
 
a. In regard to the tank painting. 
1) Provide the tank's street address or other description of its geographic location. 
    325 S Washington St. Clinton, KY  42031 
2) State the date that the tank was first placed into service. 
    November 23, 2015 
3) State the tank's anticipated remaining life. 
     50 Years 
4) State the last date that the tank was painted prior to the 2015 painting. 
    2002 
5) Provide a copy of the advertisement for contractor bids to paint the tank. 
     Non Available 
6) Provide a copy of all contractor bids that were received by WSKY in response to the bid 
advertisement. 
     See Below 
7) Indicate which contractor bid was accepted. 
     Wet or Dry Water Tank Inspection 
8) State the date that the tank painting was completed 
     November 12, 2015 
9) Provide a complete description of all the work that was 
necessary to perform the tank painting and state the type of paint used for the interior 
and exterior painting. 

Interior:  Abrasive SSPC-SP10 Near White finish sandblast, and apply three coats of            
Tnemec Series 20 Pota-Pox, to a thickness of 10.0 mils, with a stripe coat of the same 
epoxy to be applied to the weld seams.  

Exterior: pressure wash to remove dirt, loose paint and chalkiness; power-tool clean rusted 
and abraded areas, intermediate and top coat coating system will be determined before 
application with Tnemec support recommendations. 



July 30, 2015 

Wet or Dry, Inc. 

1609. Hillsboro Road 

Campbellsburg, KY 40011 

Attention: Mr. Jay Hoffman 

RE: Clinton, KY 150,000 Standpipe Tank Painting Proposal 

Dear Mr. Hoffman, 

Terry Currens, Owner 
I P.O. Box 492 

I 535 Handy Pike 
I Harrodsburg, KY 40330 

I 859-613-2522 Cell 
I 859-265-5054 Fax 

I twcurrens@gmail.com 

Below is our proposal to clean and paint the 150,000 gallon standpipe in Clinton, Kentucky .. The 
information Is based upon our discussions with you as well as our site visit on July 28, 2015. We will be 

offering two separate coating systems for the ·exterior which will give the Owner two options. 

150,000 Standpipe Cleaning & Painting Proposal (Noxyde) 

Provide all labor ,material and equipment necessary to abrasive blast the interior to a SSPC-SPlO Near 
White abrasive blast and apply {3) three coats of Tnemec Serles 20 Pota-Pox to a minimum dry film 

thickness of 10.0 mils with a stripe coat of the same epoxy applied to the weld seams. The exterior will 
be pressure washed to remove dirt, loose paint and chalkiness; power-tool clean rusted and abraded 

areas and spot prime with Rust-Oleum 9380@ 3.0-5.0 mils, (2) two full coats of Noxyde @ 7.0 mils per 

coat, and one full finish coat of Rust-Oleum 9800 DTM Urethane Mastic@ 3.0-5.0 mils. 

Total Price: $88,900.00 



150,000 Standpipe Cleaning & Painting Proposal (High Performance Acrylic) 

Provide all labor ,material and equipment necessary to abrasive blast the interior to a SSPC-SP10 Near 
White abrasive blast and apply (3) three coats ofTnemec Series 20 Pota-Pox to a minimum dry film 
thickness of 10.0 mils with a stripe coat of the same epoxy applied to the weld seams. The exterior will 
be pressure washed to remove dirt, loose paint and chalkiness; power-tool clean rusted and abraded 
areas and spot prime with Tnemec Series 135 ChemBuild @ 3.0 - 5.0 mils and (2) two full coats of 

Tnemec Series 1028 Enduratone acrylic @ 2.0 - 3.0 mils per coat. 

Total Price: S 74,400.00 

The Owner will need to assist in obtaining the necessary easements to get onsite as well as assist with 
any necessary utility easements since the site access Is so tight with very little room to operate and store 
equipment. 

We thank you for the opportunity to provide this proposal and we look forward to hearing from you as 
soon as possible so that we can get scheduled. 

Sincerely, 

Terry Currens 

Currens Construction Services, llC 
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Central Painting 
P.O. Box 214 • Harrodsburg, KY 40330 

Painting, Sandblasting, Welding Repair of Water.Storage Tanks 
>teve Caton 

859-749-5872 

July 30, 2015 

Wet or Dry, Inc. 

1609 Hillsboro Road 

Campbellsburg, KY 40011 

Attention: Jay Hoffman 

RE: Ointon, KY 150,000 Standpipe Oeaning & Painting Proposal 

Dear Jay, 

our price to clean and paint thelS0,000 standpipe in Clinton, KY is below. Interior coatings are based 
upon using Tnemec and exterior coatings are Rust -Oleum and Noxyde. 

Cleani('lg & Painting Proposal 

Interior SSPC-SP10 20/Stripe/20/20 @ 10.0 mils 

Exterior Power wash/Power Tool Spot 9380/Noxyde/Noxyde/9800 @ 20 mils total 

Total Cleaning & Painting Price: $104,000.00 

Please let us know if you have any questions. 

Sincerety, 

Steve Caton 

Central Painting 

·' " 

Fax 859·734·9474 
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GENERAL: 

This proposal is to assist Utilities Inc, Clinton, KY with the tank painting project 
for the North Washington St water storage tank 

MINIMUM QUALIFICATIONS OF KEY PERSONNEL: 
Jay L. Hoffman 25+ years in the business NACE inspector 
Greg Weis 14+ years in the business NACE Inspector 
Sean Garrison 8+ years in the business NACE inspector 
Wet or Dry will have the staff available to complete all aspects of project 
during 2014 
Wet or Dry will assign key personnel to physical inspection, and providing the 
majority of writing the reports, and they shall hold or possess the following 
minimum qualifications: 

A. 

As a minimum requirement, the personnel assigned to the work shall have 
successfully completed an education and training program from a recognized 
organization offering a curriculum equivalent to the NACE® Training Course. 
Level I minimum. As a note the combined knowledge base for all Wet or Dry 
employees is 62 years. 

8. 

Personnel shall have a minimum of five (5) years experience in the painting 
industry related to the type of work to be evaluated. An inspector will have a 
current working knowledge of the operation and use of the all inspection 
equipment required projects and have experience and ability to ascend 
elevated tanks using ladders and stages. 

C. 

All personnel shall be physically capable of performing the required inspection 
work using industry standard, OSHA approved, equipment as utilized by the 
industry for this type of work. All have and receive yearly training such as fall 
protection and confined space entry for the tasks required. 

The Wet or Dry will coordinate the schedule and the of the proposed work. 



b. Phase II Tasks: 

ASSISTANCE IN PREPARING BIDDING DOCUMENTS: 
TASK A: 
Wet or Dry will assist Utilities Inc, Clinton, KY in preparing technical 
specifications for the tank as required. Documents will specify the repairs 
required to the tanks, required coating systems and application methods. The 
documents will include bidding procedure and forms, agreement and contract 
conditions, project requirements and processes to properly handle lead 
materials. Also prepare and submit to the Utilities Inc, Clinton, KY a detailed 
opinion of probable costs based on the final set of bidding documents. 

PROVIDE CONTRACT PHASE SUPPORT: 

TASKC: 
Wet or Dry will provide project completion phase support through contract 
administration, Wet or Dry will provide progress, oversight, tracking; and 
technical interpretations and inspection. Contract administration will 
include providing interpretations; reviewing correspondence, submittals 
and bills; preparing status reports and similar activities. Wet or Dry 
will conduct a pre-construction meeting to discuss schedules, procedures 
for the project correspondence, change orders and other contract items. 

Wet or Dry oversight and tracking will be provided with random on-site visits and 
regularly scheduled progress meetings with the Contractor to review schedule 
progress versus actual. Progress meetings will be held at 25%, 50% and 90% 
completion of the entire project or more as needed. 

PERFORM WARRANTY INSPECTION: 
TASK D: 
Wet or Dry will provide post-painting inspections after final work is completed and 
two (2) year warranty inspection. Wet or Dry will prepare a letter report 
for the one ( 1) year inspection that will include a description of the 
general condition of the tank and identify conformance of the tank to the 
terms of the painting Contract Documents. Areas of review will include 
any structural improvements or modifications included in the scope of the 
Contract Documents and the condition of the coating systems 



Associated Costs for tasks: 

Contract Phase Support & Painting Inspection will be $12,000.00 

Our staff is compromised of NACE (National Association of Corrosion 
Engineers), Trained and Certified Coatings inspectors, that have a combined 
knowledge of 62 years of steel and coatings industry experience, as well as Level II 
NDT inspection certifications for assessing the condition of the storage tank. 



REFERENCES 

Louisville Water 
550South 3rd St 
Louisville, KY 
Bart Potts 
502-569-3 600 

City of Madisonville 
P. 0. Box 704 
Madisonville, KY 42431 
Mr. Keith Cumeal 
270-824-2145 

Hardin County Water District 2 
360RingRd 
Elizabethtown, KY 42702 
Mr. James Jefferies, General Manager 
270-737-1056 

Kenvirons, Inc. Engineers 
452 Versailles Rd 
Frankfort, KY 40602 
Mr. Carlos Miller 
Vaughn Williams, Ed Brown, Doug Griffin 
502-695-4357 

City of Jamestown 
P. 0. Box 587 
Jamestown, KY 
Mr. Terry Lawless, Ottis Skaggs 
270-343-4185 

Jackson Co Water Assoc 
P.O.Box232 
Tyner, KY 40486 
Mr. John Powell 
606-287-7000 

Oldham Co Water District 
POBox207 
Buckner, KY 400 l 0 
Mr. Russ Rose 
502-222-1690 

City of Oak Grove 
PO Box280 
Oak Grove KY 
Ms. Misty Cutsall 
270-439-5433 

Additional references supplied upon request. 

McGhee Engineers 
Mike McGhee 

Guthrie, KY 
270-483-9985 

East Clark County Water District 
P. 0. Box 112 
Winchester, KY 40392-112 
Mr. William Ballard General 
Manager606-745-1458 

City of Danville 
P. 0. Box670 
Danville, KY 
Mr. Earl Coffey City Engineer 
859-23 8-1200 

Utilities, Inc 
112 E Cumberland Ave 
Middlesboro, KY 
Mr. James Leonard 
606-248-5730 

East Pendleton Co Water 
Wayne Lonaker 
Falmouth, KY 
859-654-2100 

Henry County Water District #2 
P. 0 . Box219 
Campbellsburg, KY 40011 
Mr. James Simpson General Manager 
502-532-6279 

Pendleton County Water District 
POBox232 
Falmouth, KY 41040 
Mr. William Jones (Red) 
859-654-6964 

Webster Co Water District 
POBox320 
Dixon, KY 859-824-3335 
Mr. Paul Lashbroke 

Some of our Private Sector Clients are Toyota Motors USA, United Airlines, Ford, Dupont, 
Union Carbide, Dow Coming, Colgate, General Motors, US Army, Navy and LG&E Energy 



Current Projects 2015 
Logan Todd Regional Water Commission 

Greenville KY 

Central City KY 

Hardin Co Water District #2 

East Casey Water 

City of Danville 

Southeastern Water Association 

Henry County Water District 

Eminence Water Works 

Bullock Pen Water District 

City of Carrollton KY 



Completed Projects Various Years 

City of Danville 
Reservoir Hill tank 
Aldridge Ln tank 
4th Street tank 

12 years ago 
13 years ago 
13 years ago 

Various consulting and tank inspections over the years. 

Webster County Water District, KY 
300,000 Gallon Elevated rehab inside and out 
500,000 Gallon Ground tank rehab inside and out 
Mixing system installations various tank 
Water treatment plant rehab 

Henry County Water District, KY 
300,000 Gallon Elevated tank rehab w/containment 
300,000 Gallon Elevated new tank construction 
300,000 Gallon Elevated tank new construction 
150,000 Gallon Rehab 
200,000 Gallon Elevated tank rehab 
100,000 Gallon Elevated tank rehab 

City Of Jamestown, KY 
150,000 Gallon Elevated Rehab 
200,000 Gallon Elevated tank rehab 
750,000 Gallon Elevated tank Rehab 
300,000 Gallon Elevated tank rehab 

Oldham Co Water District, KY 
1 Million Gallon Elevated tank new construction 
300,000 Gallon Standpipe rehab 

City of Madisonville, KY 
3 Million Gallon Ground tank rehab 
1 Million Gallon Elevated tank rehab 
Treatment plant basin rehab 
1.5 Million Gallon rehab 



New Project or Budget Change? Assigned Project #:

Requested by: Date: 8/14/2015
Project Manager / Area Manager

Project Name:

Company: 345 Water Serv Corp Kentucky

Business Unit: 345101 Clinton W
BU Type: WP

Project Owner:
Budget Owner / RVP: Steve Lubertozzi 01

Project Manager:
Region: Midwest 02

Start Date: 9/1/2015 Q3  2015
State: KY

Estimated End Date: 12/31/2015 Q4  2015

Project Type:

Will project replace/retire any assets: No

Previously Requested: $0
This Request: $102,900
Still to be Requested:
Total Project Budget: $102,900

Description:

Timeline Considerations:

Inter-dependant Project Project Number: Project Name  (If applicable)

Have engineering evaluations been performed? Engineering project number  (If applicable)

Project completion to be done by 12/31/2015 for optimal recovery in pending filing of rate case with KY-PSC. [Unforeseen weather delays 
could push completion date into 1Q16.]

Deferred Maintenance

ADD-CHANGE FORM

New Project

James Leonard

Clinton KY Tank Painting

James Leonard

James Leonard

This project is to perform periodic preventive maintenance on the 210,000 gallon south Washington Street volume standpipe in Clinton KY.
Interior:  Abrasive SSPC-SP10 Near White finish sandblast, and apply three coats of Tnemec Series 20 Pota-Pox, to a thickness of 10.0 
mils, with a stripe coat of the same epoxy to be applied to the weld seams. 
Exterior: pressure wash to remove dirt, loose paint and chalkiness; power-tool clean rusted and abraded areas, intermediate and top coat 
coating system will be determined before application with Tnemec support recommendations.



Justification and Benefits:

Risk Evaluation

Alternatives Considered:

Technical Review Summary:

JUSTIFICATION / ALTERNATIVES

The most recent 3rd party specialist tank inspection, dated August 2014 indicated the interior coating as poor.  Exterior coating was 
listed as fair.  
Recoating the standpipe will extend the service life of the tank and address aesthetic concerns.  

There are (2) large standpipes in the system and the system can be maintained for the period of refurbishment using the other 
system tank without problem.

Summary statement from recent inspection.  "The tank coating has gone downhill since the last evaluation (2009) and will need 
some attention with the next year.  Comments on tank:  Exterior:  The exterior coating is now showing signs of its age, and the 
number of failures are beginning to occur.  Overall it is in fair condition, but due to its age, failures are going to progress more 
rapidly.  Interior:  The interior also has began to rapidly deteriorate.  At this point in time, nothing serious has occurred to the steel 
other than minor rusting, but if the interior is not addressed within the next year, it will become more serious and metal loss will 
become a problem.  It is time to begin for a total rehab of the tank in order to protect the investment."

The only alternative would be to delay the maintenance.  Proceeding now based on inspection recommendations and condition 
report is recommended.  

The tank is a critical component of the system for adequate storage and pressure.  Maintenance essential for maximizing asset life 
and maintaining structural integrity.



Capital Plan Yr 1 Yr 2 Yr 3 Yr 4 Yr 5
Proposed Project Spend 102,900      
Project Spend in Current Plan 80,000 
Variance (22,900)       -              -              -              -              
CIAC Collected (if applicable)
Net Rate Base ####### # ####### # ####### # ####### # ####### #

O&M Cost Impact B/(W) (10,290)       (10,290)       (10,290)       (10,290)       (10,290)       

Financial Justification

Served Rate Payers
Estimated Revenue Impact per Customer: 17.15          17.15          

Number of Customers Impacted: 600             600.00

Utility Financial Impact Yr 1 Yr 2 Yr 3 Yr 4 Yr 5
O&M Impact on EBITDA B/(W) (10,290)       (10,290)       (10,290)       (10,290)       (10,290)       
Depreciation Impact on EBIT B/(W)
Under-recovery on capital B/(W)
Net EBIT Impact B/(W) -              -              -              -              -              

Timing and Supporting Information on Rate Recovery

Regulatory Plan Implications

Assumptions
10 year amortization on tank painting

Financial and Regulatory Implications

Revenue will offset expense

Rate filing est 11/30/15



Have three bids been received? If not, why?  List and provide amounts below

Bid Company Amount Selected
1 $88,900 Yes
2 $104,000 No
3

Component: Amount

Value Bid Elements 88,900.00           should match selected bid(s) above

Engineering
Direct Purchase of Parts / Materials
Landscaping / Site Restoration
Other Components (specify):

2,000.00             

12,000.00           

-                      
Total Project Budget 102,900.00         should match Total Budget on General Information

Object Account(s) to which project will be closed: 1120 Dist Resv & Standpipes
n/a Not Applicable

select from dropdown list
select from dropdown list
select from dropdown list

General Comments:

BID INFORMATION AND BUDGET BREAKDOWN

Cap Time
Process Documents, Inspections of Prep 
and paint work

Currens Construction Company
Central Painting
 

Go to Reference List



EAM Prime Review
Review Completed by Date:
Does project align with utility plan and meet technical requirements? Yes       No
Comments

Technical Peer Review
Review Sponsored by Date Held
Approval to proceed
Comments (note if feedback received in review incorporated)

FP&A Review
Review Completed by Date:
Does Project comply with current Utility Rate and Regulatory Plan?
Comments

Approvals Applicable?

Regional Manager: Date:

VP Operations: Date:

President: Date:

Approval or Re-Direction Comments

Approvals

Yes       No

Yes       No



Object
Account GO BACK TO FORM

n/a NOT APPLICABLE
1020 ORGANIZATION
1025 FRANCHISES
1030 LAND & LAND RIGHTS PUMP
1035 LAND & LAND RIGHTS WTR TRT
1040 LAND & LAND RIGHTS TRANS DIST
1045 LAND & LAND RIGHTS GEN PLT
1050 STRUCT & IMPRV SRC SUPPLY
1055 STRUCT & IMPRV WTR TRT PLT
1060 STRUCT & IMPRV TRANS DIST PLT
1065 STRUCT & IMPRV GEN PLT
1070 COLLECTING RESERVOIRS
1075 LAKE, RIVER, OTHER INTAKES
1080 WELLS & SPRINGS
1085 INFILTRATION GALLERY
1090 SUPPLY MAINS
1095 POWER GENERATION EQUIP
1100 ELECTRIC PUMP EQUIP SRC PUMP
1105 ELECTRIC PUMP EQUIP WTP
1110 ELECTRIC PUMP EQUIP TRANS DIST
1115 WATER TREATMENT EQPT
1120 DIST RESV & STANDPIPES
1125 TRANS & DISTR MAINS
1130 SERVICE LINES
1135 METERS
1140 METER INSTALLATIONS
1145 HYDRANTS
1150 BACKFLOW PREVENTION DEVICES
1155 OTH PLT&MISC EQUIP INTANG PLT
1160 OTH PLT&MISC EQUIP SRC SUPPLY
1165 OTH PLT&MISC EQUIP WTP
1170 OTH PLT&MISC EQUIP TRANS DIST
1175 OFFICE STRUCT & IMPRV
1180 OFFICE FURN & EQPT
1185 STORES EQUIPMENT
1190 TOOL SHOP & MISC EQPT
1195 LABORATORY EQUIPMENT
1200 POWER OPERATED EQUIP
1205 COMMUNICATION EQPT
1210 MISC EQUIPMENT
1215 WATER PLANT ALLOCATED
1220 OTHER TANGIBLE PLT WATER
1245 ORGANIZATION
1250 FRANCHISES INTANG PLT
1255 FRANCHISES RECLAIM WTR DIST PLT



1260 LAND & LAND RIGHTS INTANG PLT
1265 LAND & LAND RIGHTS COLL PLT
1270 LAND & LAND RIGHTS TRTMNT PLT
1275 LAND & LAND RIGHTS RECLAIM WTP
1280 LAND & LAND RIGHTS RCL DST PLT
1285 LAND & LAND RIGHTS GEN PLT
1290 STRUCT/IMPRV COLL PLT
1295 STRUCT/IMPRV PUMP PLT LS
1300 STRUCT/IMPRV TREAT PLT
1305 STRUCT/IMPRV RECLAIM WTP
1310 STRUCT/IMPRV RECLAIM WTR DIST PLT
1315 STRUCT/IMPRV GEN PLT
1320 POWER GEN EQUIP COLL PLT
1325 POWER GEN EQUIP PUMP PLT
1330 POWER GEN EQUIP TREAT PLT
1335 POWER GEN EQUIP RECLAIM WTP
1340 POWER GEN EQUIP RCL WTR DIST
1345 SEWER FORCE MAIN/SRVC LINES
1350 SEWER GRAVITY MAIN/MANHOLES
1353 MANHOLES
1355 SPECIAL COLL STRUCTURES
1360 SERVICES TO CUSTOMERS
1365 FLOW MEASURE DEVICES
1370 FLOW MEASURE INSTALL
1375 RECEIVING WELLS
1380 PUMPING EQUIPMENT PUMP PLT
1385 PUMPING EQUIPMENT RECLAIM WTP
1390 PUMPING EQUIPMENT RCL WTR DIST
1395 TREAT/DISP EQUIP LAGOON
1400 TREAT/DISP EQUIP TRT PLT
1405 TREAT/DISP EQUIP RCL WTP
1410 PLANT SEWERS TRTMT PLT
1415 PLANT SEWERS RECLAIM WTP
1420 OUTFALL LINES
1425 OTHER PLT TANGIBLE
1430 OTHER PLT COLLECTION
1435 OTHER PLT PUMP
1440 OTHER PLT TREATMENT
1445 OTHER PLT RECLAIM WTR TRT
1450 OTHER PLT RECLAIM WTR DIST
1455 OFFICE STRUCT & IMPRV
1460 OFFICE FURN & EQPT
1465 STORES EQUIPMENT
1470 TOOL SHOP & MISC EQPT
1475 LABORATORY EQPT
1480 POWER OPERATED EQUIP
1485 COMMUNICATION EQPT



1490 MISC EQUIP SEWER
1495 SEWER PLANT ALLOCATED
1500 OTHER TANGIBLE PLT SEWER
1525 REUSE SERVICES
1530 REUSE MTR/INSTALLATIONS
1535 REUSE DIST RESERVOIRS
1540 REUSE TRANMISSION & DIST SYS
1555 TRANSPORTATION EQPT WTR
1560 TRANSPORTATION EQPT SWR
1575 DESKTOP COMPUTER WTR
1580 MAINFRAME COMPUTER WTR
1585 MINI COMPUTERS WTR
1590 COMP SYS COST WTR
1595 MICRO SYS COST WTR
1605 DESKTOP COMPUTER SWR
1610 MAINFRAME COMPUTER SWR
1615 MINI COMPUTERS SWR
1620 COMP SYS COST SWR
1625 MICRO SYS COST SWR
1640 OTHER PLANT
2920 RATE CASE BEING AMORT
2960 DEF CHGS-TANK MAINT&REP WTR
3000 DEF CHGS-OTHER WTR & SWR
3040 DEF CHGS-TANK MAINT&REP SWR



CASE NO. 2015-00382 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION 

 

 

 

13. Refer to the Application, Exhibit 4, Workpaper k and to the Halloran Testimony, 

Page 8, Lines 8-14. On Workpaper k, test-year chemicals expense is decreased by $18,357. In his 

testimony, Mr. Halloran states that the reduction was to account for the completion of the Plate 

Settler Project ("Project"). 

a. State the date that the Project was placed into service. 

b. State the Project's original cost. 

c. Provide a detailed description of the Project. 

d. Provide a copy of the advertisement for contractor bids to construct the 

Project. 

e. Provide copies of all contractor bids that were received in response to the 

advertisement for bid. 

f. Indicate which bid was accepted. 

g. Explain why the Project's construction did not require the Commission's 

approval pursuant to KRS 278.020(1 ). 

h. Explain how WSKY determined that the Project would save 40 percent of 

the Calcium Hypochlorite and Powder Activated Carbon used at the plant. 

i. Provide an analysis comparing the amount of each chemical used at the 

Middlesboro plant for the 24 months before the Project's completion date and for all of the 

months thereafter. The analysis should show the gross volume of chemicals used and the amount 

of chemicals used per 1,000 gallons of water treated. 

Response: 



CASE NO. 2015-00382 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION 

 

 

 

a. June 22, 2015 

 b. $372,831.06 

  c. Remove the following in each settling basin: 

**Existing Tube Settlers and supports; 

**3 ft. walkway; 

**Sludge suction piping; 

**Effluent piping and collection troughs; 

**Influent piping as necessary; 

**Handrail as necessary. 

Provide and install the following in each basin: 

**Influent and Effluent sedimentation valves; 

**Collection troughs; 

**Baffle walls in each basin to direct flow; 

**Supports and plate settlers with integral effluent troughs; 

**Handrails; 

**Piping as necessary; 

**Operational assistance/training for optimizing the system. 

  d. Not available 

  e. See response to Item 13 above. 

  f. Herrick Company, Inc. 



CASE NO. 2015-00382 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION 

 

 

 

g. The Plate Settler project falls within the exemption provided for in 807 

KAR 5:001, Section 15(3) because it is an extension in the ordinary course 

of business.  The total cost of the project was less than 10% of the total 

utility plant for WSCK. 

h. Since the installation of the plate settlers, the Company has seen cost 

savings on chemical expenditures during the period of May through 

October 2015 of approximately $9,000 and $5,000 on powdered activated 

carbon and calcium hypochlorite, respectively.   This total savings of 

$14,000 equates to savings of approximately 40% on each chemical.  The 

Company believes that this trend should be accounted for since the usage 

of these chemicals in the “Per Books” balance reflects our spending prior 

to the installation of this project.  If this change isn’t applied to the “Per 

Books” balance, the account would be overstated. 

i. See the attached file labeled “Staff DR 2.13i” for the Company’s 

response. 

Witnesses: Bruce Haas, Brian Halloran 

  



CASE NO. 2015-00382 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION 

 

 

 

 

Staff DR 2.13 

 
  



13. Refer to the Application, Exhibit 4, Workpaper k and to the Halloran 
Testimony, Page 8, Lines 8-14. On Workpaper k, test-year chemicals expense is 
decreased by $18,357. In his testimony, Mr. Halloran states that the reduction was to 
account for the completion of the Plate Settler Project ("Project"). 
a. State the date that the Project was placed into service. 
    June 22, 2015 
b. State the Project's original cost. 
    $350,500.00 
c. Provide a detailed description of the Project. 
    Remove the following in each settling basin:   
    **Existing Tube Settlers and supports; 
    **3 ft. walkway;  
    **Sludge suction piping;  
    **Effluent piping and collection troughs; 
    **Influent piping as necessary;  
    **Handrail as necessary.   
 
    Provide and install the following in each basin:   
    **Influent and Effluent sedimentation valves;  
    **Collection troughs; 
    **Baffle walls in each basin to direct flow; 
    **Supports and plate settlers with integral effluent troughs; 
    **Handrails; 
    **Piping as necessary;  
    **Operational assistance/training for optimizing the system. 
d. Provide a copy of the advertisement for contractor bids to construct 
the Project. 
    Not Available 
e. Provide copies of all contractor bids that were received in response 
to the advertisement for bid. 
    See Below 
f. Indicate which bid was accepted. 
    Herrick Company, Inc. 



g. Explain why the Project's construction did not require the 
Commission's approval pursuant to KRS 278.020(1 ). 

    (Response needed) 

h. Explain how WSKY determined that the Project would save 40 
percent of the Calcium Hypochlorite and Powder Activated Carbon used at the plant. 
    (Response needed) 

i. Provide an analysis comparing the amount of each chemical used 
at the Middlesboro plant for the 24 months before the Project's completion date and for 
all of the months thereafter. The analysis should show the gross volume of chemicals 
used and the amount of chemicals used per 1,000 gallons of water treated.   

      See Separate Attachment 



James Leonard 

From: 
Sent: 
To: 
Cc: 

Ron McMaine <rmcmaine@hkbell.com> 
Tuesday, December 23, 2014 3:34 PM 
darrencleary@clearyconst.com; Bryan Moore; Doug 
James Leonard; GLubin@HPThompson.com; Tim Walker; 
mansonc@southernsalesinc.com 

Subject: Bid results on Middlesboro water treatment plant improvements 

Follow Up Flag: 
Flag Status: 

Follow up 
Flagged 

At the request of Water Service Corporation of Kentucky,we are forwarding the following subject results> 

Herrick Company, Inc $325,510.00 

Codell Construction, $425,000.00 

Cleary Construction $458,000.00 

Water Service Corporation intends to award the contract to Herrick Company, Inc. 

Water Service Corporation of Kentucky has asked us to indicate their sincere appreciation for the response of 
contractors, manufacturers, and manufacturer's representatives over such a short period at this time of year. 

engineering 
Ronald C. McMaine, P .E. 
Senior Vice President 

P: 859-278-54121 C: 304-389-7990 IF: 859-278-2911 
rmcmaine@hkbell.com I www.hkbell.com 

2480 Fortune Drive, Suite 350 
Lexington, KY 40509 

1 



614-14-01 (2114) 

P-1 PROJECT IDENTIFICATION: 

SECTION 00410 

FORM OF PROPOSAL 
PROPOSAL FORM 

I .OJ This is a Request for Proposal (RFP) for design/build services to perform work relating to sedimentation basin 
improvements for the Water Service Corporation of Kentucky's Middlesboro, Kentucky, water treatment plant (WTP.). 
The improvements will enable the Water Service Corporation of Kentucky to continue providing high-quality finished 
water to their 5,709 service connections system ~ide. 

1.02 The objective of this Project is to remove the aging and failing tube settler units from the 2 sedimentation basins 
and replace them with 2 new parallel plate settler units to increase the sedimentation capacity of each basin. This will 
allow the WTP to operate effectively at its rated capacity of3 million gallons per day (mgd). The Project will consist of 
design/build construction, training, and all documentation. 

P-2 THIS PROPOSAL IS SUBMITTED TO: 

Mr. James R. Leonard, Regional Manager 
Water Service Corporation of Kentucky 
102 Water Plant Road 
Middlesboro, Kentucky 40965 

P-3 PROPOSER'S OBLIGATIONS AND REPRESENTATIONS 

3.01 The undersigned Proposer proposes and agrees, if this Proposal is accepted, to enter into an Agreement with 
Owner in the form included in the Contract Documents to perform all Work as specified or indicated in the Contract 
Documents for the Contract Price and within the Contract Times indicated in this Proposal and in accordance with the 
other terms and conditions of the Contract Documents. 

3.02 The proposed improvements made to the sedimentation basins shall be sufficient to adequately settle the 
flocculated process water providing a sedimentation basin effluent turbidity less than or equal to the nephelometric 
turbidity units (NTU) listed in the Specifications at the rated plant capacity of 3 mgd. The maximum influent turbidity 
can be estimated at 3,000 NTU, possible during extreme rain events. Other modifications to the basins, such as 
demolition and piping modification will be necessary to retrofit the existing basins around the new plate settler 
equipment. Also included in this project are provisions to isolate the sedimentation basins. This can be achieved with 
the addition of valves, gates, or other means of isolation to the plant process. 

3.03 Proposer accepts all of the terms and conditions of the Proposal documents, including without limitation those 
dealing with the disposition of the Proposal security. This Proposal will remain subject to acceptance for 60 days after 
the day of Proposal opening. Proposer will sign and deliver the required number of counterparts of the Agreement with 
any Bonds and other documents required by the Request for Proposal and Proposal Form within 15 days after the date 
of Owner's Notice of Award. 

3.04 In submitting this Proposal, Proposer represents and agrees, as more fully set forth in the Agreement, that: 

A. Proposer has examined and carefully studied the Proposal Documents and the following Addenda (receipt of 
all which is hereby acknowledged) 

7 

Addendwn No. 

I 
Addendum Date 
12- /(p- /t/ 
12-18-JR 
12-1q-1L1 

EJCDC D-001 Guide to Use of EJCDC Design/Build Documents 
Copyright ©2002 National Society of Professional Engineers for EJCDC 



614-14-01 (2114) 

B. Proposer has visited the Site and become familiar with the general, local and Site conditions that may affect 
cost, progress, performance and furnishing of the Work. 

C. Proposer is familiar with all applicable federal, state and local Laws and Regulations that may affect cost, 
progress, performance and furnishing of the Work. 

D. Proposer has carefully studied all available reports of explorations and tests of subsurface conditions at or 
contiguous to the Site and all available drawings of physical conditions relating to existing surface or subsurface 
structures at or contiguous to the Site which have been identified or made available by Owner. 

E. Proposer is aware of the general nature of the work to be performed by Owner and others at the Site that 
relates to Work for which this Proposal is submitted as indicated in the Contract Documents. 

F. Proposer has correlated the information known to Proposer, information and observations obtained from 
v1s1ts to the Site, reports and drawings identified in the Contract Documents and all additional examinations, 
investigations, explorations, tests, studies and data with the Contract Documents. 

G. Proposer has given Owner written notice of all conflicts, errors, ambiguities or discrepancies that Proposer 
has discovered in the Contract Documents and the written resolution thereof by Owner is acceptable to Proposer, and 
the Contract Documents are generally sufficient to indicate and convey understanding of all terms and conditions for 
performing and furnishing the Work for which this Proposal is submitted. 

H. This Proposal is genuine and not made in the interest of or on behalf of any undisclosed individual or entity 
and is not submitted in conformity with any agreement or rules of any group, association, organization or corporation; 
Proposer has not directly or indirectly induced or solicited any other Proposer to submit a false or sham Proposal; 
Proposer has not solicited or induced any individual or entity to refrain from submitting a Proposal; and Proposer has 
not sought by collusion to obtain for itself any advantage over any other Proposer or over Owner. 

P-4 CONTRACT PRICE 

4.01 Proposer will complete the Work in accordance with the Contract Documents for the following price(s): 

LUMP SUM CONTRACT PRICE (INCLUDES ENGINEERING SERVICES) 

I. Fou.1Z \.l~ndYeJ fi(:h £;~b± ThouSo.Y'J OV\cL 
0 °/,oo . 

(Use Words) 

P-5 CONTRACT TIMES 

$ t/5B.ooo 
(Use N~mbers) 

5.01 Proposer agrees that the Work will be substantially completed and ready for final payment in accordance 
with paragraphs 13.05 and 13.08 of the General Conditions on or before the dates or within the number of calendar 
days indicated in the Agreement. 

5.02 Proposer accepts the provisions of the Agreement as to liquidated damages in the event of failure to 
complete the Work within the times specified in the Agreement. 

P-6 EXHIBITS 

6.01 The following documents are attached to and made a condition of this Proposal: ";'"") f . • /\ 
I r'"'W 5; Or\ rtj I (\I! e l'IV'j 1 L.1-\...-

A. The individual or entity providing the Design Professional Services will be __ . See RFP 3.02.A for 
additional information required. Also state the engineering fee included in the lump sum price of 4.01. 

8 

B. A tabulation of Subcontractors, Suppliers and others required to be identified in this Proposal. 

EJCDC D-001 Guide to Use of EJCDC Design/Build Documents 
Copyright ©2002 National Society of Professional Engineers for EJCDC 



614-14-01 (2114) 

C. Required Proposer's Qualification Statement with supporting data. 

D. Technical Exhibits are identified as follows: (Y 
J1 ye.rs + S 0~.s 

Submittal information from selected plate settler manufacturer, including pric. -1f Jl/ l q 00. ~ 
Submittal information from second plate settler manufacturer, including price. I 

P-7 TERMINOLOGY @ N /II 
7.01 The terms used in this Proposal which are defined in the General Conditions of the Contract Between Owner 
and Design/Builder ("General Conditions") included as part of the Contract Documents have the meanings 
assigned to them in the General Conditions. Terms defined in the Request for Proposal are used with the same 
meaning in this Proposal. 

P-8 SUBMISSION 

SUBMITTED on 

State Contractor License No. __ (If Applicable). 

State Certificate of Authority for Corporate Engineering Practice (If Applicable): 

If Proposer is: 

An Individual 

By: 
(Individual's Name) 

doing business 
as 
Business 
address: 

Phone No.: 
Facsimile No.: 

A Partnership 

9 

By: 
(Firm Name) 

(general partner) 

Business 
address: 

Phone No.: 
Facsimile No.: 

EJCDC D-001 Guide to Use of EJCDC Design/Build Documents 
Copyright ©2002 National Society of Professional Engineers for EJCDC 

(SEAL) 



614-14-01 (2/ 14) 

A Corporation 

By: 
(Corporation Name) 

(state of incorporation) 

By: (SEAL) 
(name of person authorized to sign) 

(Title) 

(Corporate Seal) 

Attest 
(Secretary) 

Business address: 

Phone No.: 
Facsimile No.: 
Date of Qualification to do business as a foreign (out-of-state) corporation in state where Project is 
located (if applicable): 

A Joint Venture 

.....:C:::...\-'e_d._,...'1+--=~~n'"-"~-h'-'-"°-u._c;_~_' ~_n._,._\_~-=c..---~-=----~-=---=~----...,c._r __ (SEAL) 

10 

By: 
(Name)

9 Y 

By: 

(Address) 

~F_.r_~c..-~S-~_O\'\---'-bt---rl-3~rr--'-'e=u'--~~-'-=L-"-L..-=C..'------,i<-,14.P-=?~/1'--124----'-______ (SEAL) 
(Name) '=? 

200(.Q f:~W\~"-~l:> 1IQ""°'p l(', n~v~llt. l<Y' LfZ.l~7 
(Address) 

Business address: 2 OOlo f drvtoW'-for\ f2o!"-() 
,-O r'Af~~ nt..,:!le. 

1 
Kl{ L{ZllDJ 

PhoneNo.: 2-7o-4S7-1184 
Facsimile No.: Z1o - 481 - l?ozq 
(Each joint venturer must sign. The manner of signing for each individual, partnership and 
corporation that is a party to the joint venture should be in the manner indicated above.) 

EJCDC D-001 Guide to Use of EJCDC Design/Build Documents 
Copyright ©2002 National Society of Professional Engineers for EJCDC 



l. 

2. 

3. 

4. 

5. 

6 . 

SECTION 00420 

PROPOSER'S QUALIFICATION STATEMENT 
(TO BE ATTACHED TO THE BID) 

On Schedule A, attached, list major engineered construction projects completed 
by this organization in the past five (5) years. (If joint venture list each 
participant's project separately.) Se~ fti-htc'1ed... 

On Schedule B, attached, list current projects under construction by this 
organization. (If joint venture, list each participant's projects separately.) 'Se~ 14-H~kt d 

Name of surety company and name, address, and telephone number of agent. 

Is your organization a member of a control!~ group of corporations as defined 
in l.R.C. Sect. 1 563? D Yes [g' No 

Furnish on Schedule C, attached, details of the construction experience of the 
principal individuals of your organization directly involved in construction 
operations. Sec.. Af+~cke d , 

Has your organization ever failed~ g>mplete any construction contract 
awarded to it? D Yes [9' No 

If yes, describe circumstances on attachment. 

7. Has a Corporate officer, partner, joint venture participant, or proprietor ever 
failed to complete a construction contract awarded to him or her in their own 
name or when acting as a principal of another organization? D Yes ~No 

8. In the last five years, has your organization ever failed to substantially complete 
a project in a timely manner? D Yes ~No 

If yes, describe circumstances on attachment. 

9. Indicate general types of work performed with your own work force. 

U {;I ;-by U"'-Sn•l,:{,'or\ l lof\t.Ye:k_ s-tv-1.l.c.-~..-e~ , -pv.""'P.'Vlj ~ +4..+;Ms , 

10. Furnish the following information with respect to an accredited institution 
familiar with your organization 

Name of Bank 

00420-1 



Address 

Account Manager 

Telephone 

I hereby certify that the information submitted herewith, including any attachment is 
true to the best of my knowledge and belief. 

By: Tuvv-eV\. Clect~ 
y 

Title : ?res', Je..,.-\-

Dated: 12 /2'3 fly • • 

00420-2 
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7' 
OJ 

SCHEDULE A - PREVIOUS 5 YEARS PROJECTS 
Cl 

~ Name, Location and 
o Description of Project -'-I 
' \D 

N 

0 
0 
~ 
N 
0 
' w 

See ~ti~!. 

Reference/ Contact 
Owner Design Engineer Date Complete Contract Price Include Address and Phone 



I C::!,-.~~BV" 111--1--P_R_E_V_I O_U_S_S_V_E_A_R_S_P_R_O_J_E_C_T_S___, 
1 ,.- c U f- 'IYUt<K unncn:~,uun1 ""u <:>~ rnvl"lc 1r:; UC30UR •u ~• ~mvun l .IJM'"' Lt: I lll N UA C 

City of Tompkinsville, Jim Hilborn 
Water Transmission Main Replacement Mayor Jeff Proffitt GRW Engineers $429,894 212009 

1270\487-6776 1615l1"6-1600 
City of Porttand. TN Scon Karns 

Hwy 52 Waler & Sewer Extension Brian Goodwin Jordan, Jones & Goulding $937,936 512009 
1615\325-6776 16151254-6002 

West Overton Utility District, TN 
Trey Cavin 

2006 Rural Development Water Line Improvements Terry Walker 
Barge, Waggoner, Sumner, & 

$582,278 512009 
Cannon (931)498-4144 

16151254-4481 
City of Portland, TN Brian Goodwin 

Keen Hollow Water Extension Projeet Brian Goodwin City of Portland $510,739 612009 
16151325-6776 1615t125-6776 

Columbia Power and Water Systems, Columbia, Tim Graves 
Tom Hitch Parkway Water Line Extension 

TN 
Water Management Service $439,881 612009 

James Clerk 
1931t'l88-4833 (615)366-6088 

City of Frankfort, Ky Anthony Pellegrin 
Schenkel Cave Sewer Replacemenls Bob Peterson HOR/Quest Engineers $4,618,737 612009 

(502\875-2448 18591223-3755 
City or Frankfort, Ky Anthony Pellegrino 

Allnut Drive Sa'N'Br Replacements Bob Peterson HOR/Quest Engineers $193,702 612009 
1502\875-2448 (859\223-3755 

Duvall VaHey Area Water System Improvements - Phase 1, Contract 
City o( Albany, Ky Daron Byrne 
Mayor John Smith Monarch Engineering $285,718 612009 18 

1606'""7 ·2081 (502\839-1310 

Georgetown Municipal Water & Sewer, Ky 
Damon Crutcher 

Georgetown Municipal Water & ""1ohegan Trail Waler Line Upgrade Billy Jenkins 
Se'N'Br 

$47,905 612009 
(502)863-7816 

1502\863-7816 
City of Tompkinsville, Ky Jim Hilbron 

Wastewater Treatment Plant Upgrade Steve Carter GRW Engineers $447,370 312010 
12701487-6776 (615\366-1600 

City of Celina, TN Neal Westerman 
Sewer System Rehabilitation Contract 209 James Hamilton James C. Hailey Eng. $345,488 412010 

19311243-2115 1615\883-4933 
City of Frankfort. Ky Jeff Lee 

Jones Lane Extension & Lift Sta tion Bob Peterson Lee Engineering $885,896 512010 
1502\875-2448 1502\85\Hl190 

Perry County Sanitation Dislrict #1 Mari< Feibes 
Pump Station Rehabilitafion Project Freeman Robertson Nesbitt Engineering, Inc. $772,505 512010 

16061439-3766 1859'*'85-4517 
Breathitt County Water Oistric1 Ken Reid 

Kentucky 3237 Canoe Water1ine Extension J.LSmith Nesbitt Engineering $747,879 512010 
16061666-3809 18591685-4532 

Utility Relocation For Ky Highway 163 
City of Edmonton, Ky Water Management Service 

$321,203 612010 1270\432-4844 1615l'11l6-6088 
City of Mt. Juliet Char1es Jackson 

Woodlands Piece Gravity Sewer Extension WMS No. 08171 Casey Sinton Water Management Service $272.905 912010 
16151566-9326 161 <' '"6-6088 

2005 Water System Improvements, Finished Water Transmission Line 
Laguardo Utility District Jimmy Highers 

Joey Hardin Goodwyn, Milts & Cawood $1,049,009 1012010 
Contract 'O' 

(61<""4·7290 16151333-7200 

Dawson Springs, KY 
City of Oa'NSon Springs Louis Robbins 

Mayor Jenny Sewell GRW Engineers $1,689,324 1112010 WL Replacements 
12701797-2781 (615\366-1600 

Lebanon, TN City of Lebanon Tim Graves 
Waler Main Rehabilitation - Winwood Drive, Castle Heights Avenue, Jeff Seaborn Water Management Serv ice $969,737 0112011 

and Oak Hill Subdivision 1615\444-3647 1615\366-6088 
Water & Wastewater John Smith 

Lebanon. TN Authority or Wllson County Oral Smith & Associates 
$82.607 11712011 Hill Lakes Drive Water Line Relocation WC10-1 ( 615)449-2951 (615)871-4657 

Clarksville, TN 
City of Clarksville Jimmy Bagwell 

Mike Wheeler Moore Design Services $1,123,733 0212011 
Water Distribution Improvement for HSC Megasile Contract 2 

1931\64S-741A 1931 lMS.9411 

Clarksville, TN 
City of Clarksvllle Jimmy Bagwell 

Water Distribution Improvement for HSC Megaslte Contract 3 
Mike Wheeler Moore Design Services $1 ,086,857 0212011 

1931""''·7419 19311648-9411 

Springfield , TN City of Springfield. Tennessee Tim Graves 
Roger Lemasters Water Management Services $212,843 0212011 Water Main Stream Crossing Replacements - 2010 

161<'°0 2-1600 1615-366-6088) 

Cookeville, TN 
City of Cookeville. TN CTI Engineers 

BarryTumer Neal Hall $1 ,761 ,049 0212011 Hudgens Creek Pump Station, Force Main, And Interceptor Sewer 
1931 lSW-5258 1615-834-83001 

Lebanon, TN 
Lebanon Housing Authority Walter Davidson 

Utility Upgrades 
Blake Rindahl Waller Davidson & Associates $412,399 0412011 
(6 15\444-1872 16151331-2156 

Park City, KY 
Caveland Environemental Authority Roger Boyers Realign KY-255 Construct Overpass at CSX Railroad to Intersect 

Kenny Massey Water Management Services $100,643 0412011 Existing US-31WJKY-255 Intersection In Park City Utili ty RelocatJon 
F0<2 no. 69520 01 U (270)773-2887 (615-366-6088) 

Troublesome Creek Environmental Authority 
Steve Hanis 

Batl Creek WWTP - Sanitary Sewer Collection Project - Phase I R M. Johnson Engineering $1,393,247 412011 (606)785-3222 
16061785-5926 

Newport, TN 
NO'NpOrt Utilities 

C 2 R L Engineers 
Leonard Allen $472,193 05/2011 Point Pleasant Waterline Extensions 
1423\625-2800 

(865-980-3500) 

Lafayette. TN City of Lafayette Chris Ballou 
USDA/Rural Development Phase 11 - Water System Expansion Phillip Brawner Mid-Tenn Engineering Company $692,705 0512011 

Project (615)666-4570 (615-666-2385) 

Lancaster. KY 
City of Lancaster David Schrader 

Mayor Brenda Powers Bell Engineering $2,030,722 0612011 Phase Ill - Water System Improvements 
18591792-2241 1859'"-'1· 1263 

Mt. Juliet. TN City of Mt. Juliet Charfes Jackson 
$8'N8r Line Relocat>ons for SR171 from North of 140 to SR24 - Phase Casey Binion Water Management Service $1,290.440 0712011 

II 16151566-9326 1615t'11l6-6088 
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Murlreeaboro. TN City of Murfreesboro 

Donnie Steele 

Sanitary Sewer Rehab/Replacement Pro;ects 2011 
GatvinWaalhefty 

Huddl8'1on-Steele Engineering, 
$284.031 08/2011 

(615)642-2147 
Inc. 

1615'"93-4084 

Vicco, KY 
City of Vicco Bob Scott 

Conttecl 1 .. AML Weteriine Extension Project 
Ernest Back R.M. Johnson Engineering $2,583.390 10/2011 

1606>176-2414or1606"'7" 0 "96 1859"'43-9873 

Soddy Daisy, TN Mo..t>ray Mountain Utility District ArtPany 

2009 Source Improvements Contract 401 
Car1in Carpenter Art Pany Engineertng Company $966,441 10/2011 
(423)332-2809 (423)886-2354 

Frankfort, KY 
City of Frankfort Fred Easltidge 

East Main Street Sanitary Sewer Rehabilitation 
Bob Peterson Sherman, Carter, Barnhart $845,262 11/2011 

1<02'"75-2448 18591224-1351 

Glasgow, KY Glasgow Weter Company John Dix 

WWTP Sludge Press Addltion - Ptiase I 
Billy Carver Cannon & Cannon $712.358 1112011 

127011l51-3727 1865 "'03-3675 

Austin Tracy, KY 
Glasgow Water Company John Dix 

Austin Tracy School Force Main 
Cllnl Harbison Cannon & Cannon $480.022 1212011 
127"'"'1-3727 r865"'03-3675 

Winchester, TN 
Winchester Utilities Tim Graves 

Wastewater Treatment Plant Effluent Outfall Replacement 
Tim Sokmion Water Management Service $364,288 0312012 

1031""'7-2238 '615"'"6-6088 
Pike..,ille, TN State of Tennessee BobThr~~I 

Bledsoe County CorTecbonej Fecllty Was18'Nater Infrastructure Ted Da..,ktaon GRWEng"-" $967,916 00 04/2012 
lmDnwements 14231A•1-"'12 1615'"'6-1600 

Kingston, TN Roane County, TN Kent Olson 

Roane County Sewer Expanaion - ·Midlo'Ml. Miko Stoot Vaughn & Melton $1 ,596.498.78 04/2012 
1865"« -2702 1865"'46-5800 

P8'ham, Al City of Pelham William Shephetd 
B1ckup Weter Supply· Phase I EddyJowon1 Municipal Consultants, Inc $872,930 02 04/2012 

Hinh Pressure Water line 1205"'2~13 12051822-0387 

Greenbrier, TN City of Greenbri• 
Matthew Tucker 

Contr1cl 111 Sewer System Rehl!lbilitation (615)643-4531 
James C. Hailey $1 ,000,738.33 0412012 
16151A83-4933 

Morristo'M'I, TN Greg Jones 
Wastewater System Improvements City or Momslo""1 Lamar Dunn & AS.$0ci8tes. Inc. $76,027.00 0412012 

M'6N 160 Force Main 18651573-7672 

Knoxville, TN 
Knox..,ille Utllitiea Bo1rd Shane Bragg 

Biddle Street/Old McDonald Road Water Main Replacement 
Shane Bragg Knoxville Utilities Board $101,219.40 0512012 
,. • ., ... _0402 1865\558-2492 

Jefferson County, KY Louisville and Jefferson County MetroPolltan 
Clay Bostic 

Billtown Road Pump Station. Force Main, and Interceptor Sewer Se..ver Olstrtct 
Metropolitan Sewer District $656.919.60 0612012 

15021741-0757 

Hopkinsville, KY 
Hopkinsville Weter Environmentt,I Authority Jeff Vaughn 

Northside Sewage Pumping Stabon and Force Main Contract A and B 
Oeve Blaine JV Engineering $277,817.29 0612012 

1270\484-1456 16151781-ll725 
Wlnchea:ter, KY Wlnche11er Munlclpal Ublilies Stephanie Blain 

Contract No. 61 Lov.<er Howarda Creek Sanitary Sewer Improvements Duke Dryden Palmer Engineering $3.727.893.40 0812012 
PmlecVnitt Boonesboro Road Outfall S8'Ner 18591744-5434 18591744-1218 

Wlnchostar. KY 
Wlncheste< Municlpel Utilities Morey Lampson 

Contract No. 63 Lower Howards Creek Force Main 
Duko Drydon CDP Engineers $2,529, 111 .31 0912012 

'
0 '"'144-"4 .. 186512!id-1•~ 

Celina, TN 
City of Celine 

Contract 212-SR-52 Wet• line Crossings 
JamMHemilton James C. Hailey Eng $513,212.00 09/2012 
10,11?•"-?11• 

Knoxville, TN 
Wost Kno• Utility District 

Louis Robbins 
Sub Und0< Judy Construclion 

OeugMrty Weter Treatment Plant Upgrade Sieve Judy 
GRW Engineers $513.212.36 09/2012 
(615)366-1600 

leltchfieJd, KY 
City of Lollcllfoald Monty Rhody 

Conh"act 1 Raw Wat• Intake 
Kevtn Pharis Cann-Tech, LLC $1 ,154,150•0 10/2012 

127n1?5" '""' 15Q21A<9-09Q7 

Springfield. TN 
City or Springfield City of Springfield 

2012 Water Syatem Improvements Phase A .. ~~-~'.'!'~ Terry Beers $388,009.00 10/2012 
15151-iA2-2200 

Tompkinsville, KY 
Monroe County Water District 

Stigall Engineering Associates, 
Pt111e IX Water System Improvements 

Ricky Ross $270,443.00 10/2012 
12 7n\Ao7 •1•1 Inc. 

Kno:itvlllo, TN Knoxvllte Utilities Board Knoxville Utilities Board 
Amherst Road & Southside Drive Sewage Pumping Station Sharon Shad'Nick Sharon Shadwick $892.888.64 1212012 

Reola cements 1865"'58-269' 

Knoxville, TN 
Knmcvitle UtilitiH Board Knoxville Utilities Board 

Shady Road Water System Improvements 
Shane Bragg Shane Bragg $311,312.65 01/2013 

1•55•••• 2402 18651<58-2492 

South Fulton, TN 
Hethcoat & Davis, Inc. 

2011 COBG Sewer System lmpro'llements 
City of South Fulton Stacey Cox $472,143.40 01/2013 

1615"'77-4300 

Columbt1, TN 
City or Columbia J.R. waurord 

Conlf1CI 2011-01 8". 10", & 30• Gravity Sewer Mains 
Marie. WiUiam1 Bob Qualman $1,875,234.00 0112013 
10>1"'"" 1n1> 1•1<\A83-'24' 

Knoxville, TN 
Knoxville UtilitlM Board Kno:itville Utilities Board 

Drinnen Road G1i't'1nlzed Waler Main Replacement Phase 2 
Jason Crouch Jason Crouch $359,717 00 0212013 
........ 0400 18651558-24•9 

Todd County, KY 
Coal Bank Tonk Repltcemont & System Upgrade Project (Contract 2 - Todd County Water Oislrict McGhee Engineering, Inc. $445,387.00 0212013 

W•IM11nes' 

Manches1e1, KY 
City of Mancheatef Cann-Tech LLC 

Pennington Hilt Waler Line ProJect 
Bobby Weaver Derricl<Molsch $583,920.00 0412013 
l~~\74& &A1&:: 1502···"-1 

Madi.onvillo, KY City of Madloonvllle JR. Wauford 

Contract 2012-01 New f.Aooreland Avenue Sewage Pumping Station 
Wit/lam Jackaon BobOualman $572,930 00 0512013 
"7"'004-?1•7 1•15•••• 3243 

Bardsk>iM'I, KY 
City of Bardsl:o'Ml Horizon Engineering, LLC 

TO'M'I Creek Trntment Plant Sewer Main Replacement 
Jessica H. Flllatreau Robin Mills $215,451.00 0512013 

i.02'"" • 047 '"02t'\46-4330 
Glasgow. Ky Omnicare, Inc. Repackaging Faclllty SNC l.AVALIN Project Servicas 

Omnicare ··~""'""6"' 15101<24-so2n $204.896 0512013 

Knoxville, TN 
Knoxville Utilities Board Knoxville Utilities Board 

Eeiat For1< of Third Creek Trunk Sewer Replacement - Phase 3 
Soon Carroll Scott Carroll $2,557.525.22 0612013 

1865"'""-'6" 18651558-26<5 
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Harrodsburg, KY 
City of Harrodsburg GRW Engineers, Inc. $91 ,940.00 07/2013 

Main Street Sanilarv Sewer Re lacemenl 
Harrodsburg. KY 

City of Harrodsburg GRW Engineers, Inc. $410,246.00 0712013 
Water Svstem lmnrovements 

Knoxville. TN 
Knoxville Util ities Board Knoxville Utilities Board 

Herschel Hall Herschel Hall $396,047.75 0812013 
02A2 Railroad Crossings Gravity Sewer Replacement Project 

18651558-2106 1865\558-2106 

Knoxville, TN 
Knoxville Utilities Board Knoxville Utilities Board 

Greg Patterson Greg Patterson $ 1 ,959,384.94 0912013 
Rambling Acres Subdiviston Water Line Replacement 

(8651558-2291 (8651558-2291 

Berry, KY 
CityolBerry Bell Engineering 

Honorable Kenneth Abner, Mayor Jamie Noe $410,350.00 10/2013 
Was1ewaler System Improvements 

18591234-3185 185912711-5412 

Nicholasvflle, KY 
City of Nicholasville Banks Engineering, Inc. 

Denny Johnson Josh Banks $494,344.00 1112013 
Annory Place Watermain Improvements 

f859198~734 18591296-6300 

Avondale Residential Inc. 
Civil Sile Design Group 

Nashville, TN 
Dale McColluch 

Ryan Lovelace $910,520.00 1112013 
Avondale Park - Offsite Waler Phase I (615)804-0218 

(615)248-9999 or 
1615"45-9612 

l ynchburg, TN Metro Utility Department Goodwyn. Mills & Cav.ood 
2010 Sewer System Rehabilitation, Contract 'B' - Rick Gar1and Jimmy Highers $875,821.15 1112013 

Collection Svstem Rehabilitation 19311759-4297 (61513~7200 

Gallatin, TN 
James C. Hailey Eng, 

Contract 112 - Rankin Branch Sewer Interceptor- Phase U 
City or Gallatin James Hailey $1 .333.540.05 11'2013 

(6151883-4933 
Marrowbone, KY 

2012 Water System Improvements Contract No. 1, Marrov.bone Cumber1and County Water District Monarch Engineering $44.220.00 1112013 
Storane Tank Transmission Main & 1860 Pumn Station Rehabilitation 

Knoxville , TN 
Knoxville Utilities Board Knoxville Utilities Board 

Sharon Deane Sharon Deane $2,066.550. 13 1212013 
Grassy Creek Trunklfne Gravity Sanitary 5 8'W9r Extension, Phase 1 

18651558-2693 1865"58-2693 
Knoxville, TN 

Robert G. Campbell & 
Rural Development Waterline Improvements for the Cherokee Ridge Ha!lsdele Powell Utility District 

Assoc1ates, L.P. 
$667.107.12 0112014 

Area 

Lafayette, TN 
Mid-Tennessee Engineering 

City of Lafayette Evan White $501 ,362.20 0112014 
2012 Block Grant (COBG) SEWv'er Rehabilitation Project 

16151666-2385 

Knoxville , TN 
Knoxville Utilities Board Knoxville Utilities Board 

Mike Bowden Mike Bowden $1 ,165,753.02 0312014 
Westland Drive Gas & Water Line Replacement 

18651558-2739 IA651558-2739 
Knoxville, TN Knoxville Utilities Board Knoxville Utilities Board 

John Barber Tank Discharge Line - Phase 1 & 2. Control Number: Shane Bragg Shane Bragg $1 ,399,811 .00 0412014 
17233 1865"58-2492 1865"58-2493 

Murray, KY 
City of Murray. KY GRW Engineers 

David Roberts Todd Solomon $1,538,904.51 05/2014 
Old Bee Creek Interceptor S8'Ner Replacement Contract 1 

12701762-0350 15021489-8484 

Lewisport. KY 
DOI Engineering 

Aleris Rolled Products (Prime) Scott Randolph $300,294.02 06/2014 
Stenn Sewer Replacement Project 

1270\726-"-""' 

Henderson. KY 
HOR Engineering 

Waler System Improvements 
Henderson County Water District Mark Stephens $304,178.31 0612014 

18591223-'755 

Campbellsburg, KY 
Henry County Water District #2 Tetra Tech 

Barry Woods Tom Green $1,942,474 0712014 
Morton Ridge Main Upgrade 15021532-6279 (8591223-8000 

City of Edmonton 
Water Management Services 

Edmonton, KY 
Howard Dickson 

LLC $605,455 0712014 
KOOT Metcalfe County Water & Gas Relocation Call #306 Roger Boyers 

(270)&l6-6278 
16151366-6088 

Lexington, KY 
Lexing ton-Fayette Urban County Government Palmer Engineering 

A. Douglas Baldwin, P.E. Greg Isaacs $683,466.00 0712014 
East Lake Trunk Sewer Improvements 

18591258-34 7 4 18591389-9293 
Kenvirons, Inc. 

Jamestov.ri , KY 
City of Jamesto'Ml Phil Meadors 

Russell County Regional WTP Rehab Contract 2 
Ottis Skaggs (502)695-4357 (office) $615,000.00 07/2014 

(270)343-4594 (859)351-6376 (cell) 

Louisville, KY 
Metropolitan Sewer Department Metropolitan Sewer Department 

Mud Creek Interceptor Project 
Steve Leong Steve Leong $1.452,927.37 10/2014 

15021 540-6637 15021 540-6637 

Oneonta, AL 
The Utilities Board of the City of Oneonta lnsite Engineering 

Rodney McCain Tlm Rylee $ 1 ,303.924.17 1112014 
Well #4 Water Transmission Main 12051274-2159 12051733-9696 
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PREVIOUS 5 YEARS PROJECT HISTORY 
Project Name Location Contract Amount Client Date 

Ball Creek WWTP & Sewer Collection Project, Phase I Vest, KY $4,800,000 Troublesome Creek May 2009 

Environmental Authority 

City of Vicco WWTP Rehabiliation Project Vicco, KY $4,000,000 City of Vicco June 2011 

Perry County WWTP & Sewer Collection Project, Phase I Hazard, KY $4,200,000 Troublesome Creek May 2012 

Environmental Authority 

Bank of Hindman Sanitary Sewer Extension Project Hindman, KY $600,000 Bank of Hindman February 

2012 

Pippa Passes Sanitary Sewer Rehabilitation Project Pippa Passes, KY $1,100,000 Knott County Water & Sewer October 

District 2012 

Perry County Public Library Development Hazard, KY $7,000,000 Perry County Fiscal Court May 2009 

Carr Creek 4.0 MGD WTP Project Litt Carr, KY $13,000,000 Knott County Water & Sewer May 2010 

District 

Carr Creek Waterline Extension Project Red Fox, KY $3,200,000 Knott County Water & Sewer June 2011 

District 

Jamestown & Highway 80 Waterline Extension Project Jamestown, KY $2,500,000 Knott County Water & Sewer August 2011 

District 

ALC Tank & Pippa Passes Tank Replacements Pippa Passes, KY $550,000 Knott County Water & Sewer February 

District 2010 

Irishman Creek Waterline Extension Project Irishman, KY $1,900,000 Knott County Water & Sewer March 2012 

District 

Monroe County Bridge Replacement - Lebanon Church Founta in Run, KY $60,000 Monroe County Fiscal Court August 2014 

Road 

*** Precision Engineering, LLC was formed in 2013. Some projects listed above represent projects completed by Principal Engineer, Stephen R. Harris. 
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SCHEDULE B - CURRENT PROJECTS 

Reference/Contact 
Owner Design Eng ineer Date Complete Contract Price Include Address and Phone 



CL~V CUR.RENT PROJECTS 
~CONSTRUCTION INC .~ 

.. ~· 

CONTRACT DATES OF 

PROJECT TITLE & DESCRIPTION PROJECT OWNER DESIGN ENGINEER AMOUNT COMPLETION 

Adams Springs Reservoir Improvements City of Lafayette Mid-Tennessee Engineering $523,710.60 Pending 

Kenvlrons, Inc. 
City of Jamestown Phil Meadors 

Russell County Regional WTP Rehab Contract 1 Ottis Skaggs (502)695-4357 (office) $1 ,686,050.00 10/30/2014 
(270)343-4594 (859)351-6376 (cell) 

City of Portland, Tennessee 
Stigall Engineering Associates, Inc. 

2013 Natural Gas System Improvements Mayor Ken Wilber $868,800.00 12103/2014 
161 'i\~2'>-6776 Robert Stigall (615)460-7515 

Eight Mile Creek Sewer Line Replacement Project City of Cullman, Alabama 
St. John & Associates, Inc. $4,476,331 .00 06/06/2015 
Dale Bright (256)734-2114 

City of Butler, Kentucky GRW Engineers 
Butler Wastewater Treatment Plant Repairs & Improvements Alice Smith Mark Upton $447, 100.00 10/30/2014 

(859)472-5015 (859)223-3999 

Decatur Utilities, Alabama Decatur Utilities. Alabama 
Mallard Fox Water Reinforcement Phase II Jordan Young Jordan Young $1 ,753,670.00 2127/2015 

(256)552-1403 (256)552-1403 

James C . Hailey 
Contract 113 - River Road Water Line River Road Utility District Neal Westerman $1,154,608.00 04/27/2015 

(615)883-4933 

Highway 278 Water line Replacement & Utility Bridge Cullman County Water Authority Goodwyn, Mills & Cawood $578,740.00 3/29/2015 

Town Creek Area Sewer System Improvements City of Tompkinsville Monarch Engineering $597,000.00 12/1/2014 

Natural Gas Line Extensions Keystone Foods Navita Utility Corporation Bell Engineering $1 ,224,958.00 213/2015 

Gamaliel Sewer Rehabilitation Citv of Gamaliel GRW Enaineers $720000.00 2121/2015 
North South Water Main Phase 1 Contract No. 2 Cleveland Utilities A read is $869 700.00 1/15/2015 
North South Water Main Phase 1 Contract No. 3 Cleveland Utilities Arcadis $1 174 455.00 1/15/2015 

DLZ Kentucky, Inc. 
Myrtle Avenue Gravity Sewer Installation Phase 1 City of Frankfort Michael Hesse $1,150,945.00 3/27/2015 

1<;n?\i>Q<;_?1nn 

Lake Louisvilla Pump Station Force Main and Sanitary Sewer Louisville MSD Louisville MSD $2,829,025.00 10/15/2015 

Madison County 
Water Main Relocation for Winchester Road Madison County, Huntsville Alabama John Buxton $1,127,980.00 4/20/2015 

1?""'"'l?-~i;n1 

Middletown Sanitarv Recapture Phase 1 &2- Section A Louisville MSD Louisville MSD $2 171 145.00 Pendina 
CR 222 lnterchanoe Gas Line Relocation Cullman AL St. John & Associates Inc. $519 833.00 Pendino 

Lincoln Avenue Sewer Improvements Birminoham AL Krebs Enoineerino Inc. $4 978 252.00 Pendino 

TOTAL OF ALL CONTRACTS $28,852,302.60 
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SCHEDULE C - PERSONNEL 

Date started with 
this organization 

Date started in 
construction 

Prior positions and 
experience in construction 



CL~V PERSO·NNEL 
!!!!!!!!!!!!!!! CONSTRUCT I O N INC . !!!!!!!!!!!!!! 

DATE STARTED 
NAME POSITION DATE STARTED CONSTRUCTION PRIOR POSITIONS 

Darren Cleary President 7/11 /1997 7/11/1997 N/A 

Weslev Clearv Vice President 12/26/2004 12/26/2004 N/A 



PE PRECISION 
"" " ~ l 

PERSONNEL 
NAME POSITION DATE STARTED AT PRIOR POSITIONS TOTAL 

PRECISION EXPERIENCE 

ENGINEERING 

Stephen R. Harris, PE, PLS Principal Engineer August 2013 2004-2005 LFUCG Division of 11 years 

LEED Accredited Professional Engineering 

2005-2007 Summit Engineering, 

Inc. 

2007-2013 RM Johnson 

Engineering, Inc. 
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STANDARD FORM OF AGREEMENT 

BETWEEN  
OWNER AND OWNER'S CONSULTANT 

FOR  
PROFESSIONAL SERVICES  –  DESIGN/BUILD PROJECT 

 
 THIS IS AN AGREEMENT between Utilities, Inc.  
    

 (“Owner”)  
   

and Bell Engineering  
   

 (“Owner’s Consultant”).  
   

Owner intends to contract with a Design/Builder for the design and construction of removal of existing  
   
which is (all)(part of)  tube settlers, basin modification, and supply and installation of plate settlers  
   

 (“Work”).  
 
 Owner and Owner’s Consultant in consideration of their mutual covenants as set forth herein agree as follows:   
 
ARTICLE 1 – SERVICES OF OWNER'S 
CONSULTANT 

 
 
1.01 Scope  
 

A. Owner’s Consultant shall provide the Basic and 
Additional Services enumerated in Exhibit A. 
 

B. Upon this Agreement becoming effective, 
Owner’s Consultant is authorized to begin Basic Services 
as set forth in Exhibit A. 
 

C. If authorized by Owner, Owner’s Consultant 
shall furnish Resident Project Representative(s) with 
duties, responsibilities, and limitations of authority as set 
forth in Exhibit D. 
 
 
 
ARTICLE 2 – OWNER'S RESPONSIBILITIES 

 
 
2.01 General  
 

A. Owner shall have the responsibilities set forth 
herein and in Exhibit B. 
 
 

ARTICLE 3 – TIMES FOR RENDERING SERVICES 
 

 
3.01 General  
 

A. Owner’s Consultant's services and 
compensation under this Agreement have been agreed to in 
anticipation of the orderly and continuous progress of the 
Project through completion.  Unless specific periods of 
time or specific dates for providing services are specified 
in this Agreement, Owner’s Consultant's obligation to 
render services hereunder will be for a period which may 
reasonably be required for the completion of said services.  
 

B. If in this Agreement specific periods of time for 
rendering services are set forth or specific dates by which 
services are to be completed are provided and if such 
periods of time or dates are changed through no fault of 
Owner’s Consultant, the rates and amounts of 
compensation provided for herein shall be subject to 
equitable adjustment.  If Owner authorizes or requests 
changes in the scope, extent or character of the Project, the 
time of performance of Owner’s Consultant's services shall 
be adjusted equitably. 
 

C. For purposes of this Agreement the term "day" 
means a calendar day of 24 hours. 
 

D. If Owner fails to give prompt written 
authorization to proceed with any phase of services after 
completion of the immediately preceding phase, or if 
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Owner’s Consultant's services are delayed or suspended 
through no fault of Owner’s Consultant, Owner’s 
Consultant shall be entitled to equitable adjustment of rates 
and amounts of compensation provided for elsewhere in 
this Agreement to reflect, among other things, reasonable 
costs incurred by Owner’s Consultant in connection with 
such delay or suspension and reactivation and the fact that 
the times of performance under this Agreement have been 
revised. 
 
ARTICLE 4 – PAYMENTS TO OWNER'S 
CONSULTANT 

 
 
4.01 Payment for Services and Reimbursable Expenses 
of Owner’s Consultant  
 

A. For Basic and Additional Services.  Owner shall 
pay Owner’s Consultant for Basic and Additional Services 
performed or furnished under Exhibit A on the basis set 
forth in Exhibit C. 
 

B. For Reimbursable Expenses.  In addition to 
payments provided for in paragraph 4.01.A, Owner shall 
pay Owner’s Consultant for Reimbursable Expenses 
incurred by Owner’s Consultant and Owner’s Consultant's 
Subconsultants as set forth in Exhibit C. 
 
4.02 Other Provisions Concerning Payments  
 

A. Preparation of Invoices.  Invoices will be 
prepared in accordance with Owner’s Consultant's standard 
invoicing practices and calculated on the basis set forth in 
Exhibit C and be submitted to Owner not more than once 
per month. 
 

B. Payment of Invoices.  Invoices are due and 
payable within 30 days of receipt.  If Owner fails to make 
any payment due Owner’s Consultant for services and 
expenses within 30 days after receipt of Owner’s 
Consultant's invoice therefor, the amounts due Owner’s 
Consultant will be increased at the rate of 1.0% per month 
(or the maximum rate of interest permitted by law, if less) 
from said thirtieth day.  In addition, Owner’s Consultant 
may, after giving seven days written notice to Owner, 
suspend services under this Agreement until Owner’s 
Consultant has been paid in full all amounts due.  
Payments will be credited first to interest and then to 
principal. 
 

C. Disputed Invoices.  In the event of a disputed or 
contested invoice, only that portion so contested may be 
withheld from payment, and the undisputed portion will be 
paid. 
 

D. Payments Upon Termination. 

 
1. In the event of any termination under 

paragraph 6.05, Owner’s Consultant will be entitled 
to invoice Owner and will be paid for all services 
performed or furnished and Reimbursable Expenses 
incurred through the effective date of termination. 

 
2. In the event of termination by Owner for 

convenience or by Owner’s Consultant for cause, 
Owner’s Consultant, in addition to invoicing for those 
items identified in paragraph 4.02.D.1, shall be 
entitled to invoice Owner and shall be paid a 
reasonable sum for services and expenses directly 
attributable to termination, including those provided 
and incurred both before and after the effective date 
of termination, such as reassignment of personnel, 
costs of terminating contracts with Owner’s 
Consultant's Subconsultants and other related close-
out costs, using methods and rates for Additional 
Services set forth in Exhibit C. 

 
E. Records of Owner’s Consultant's Costs.  

Records of Owner’s Consultant's costs pertinent to 
Owner’s Consultant's compensation under this Agreement 
shall be kept in accordance with generally accepted 
accounting practices.  To the extent necessary to verify 
Owner’s Consultant's charges and upon Owner's timely 
request, copies of such records will be made available to 
Owner at cost. 
 

F. Legislative Actions.  In the event of legislative 
actions after the date of this Agreement by any level of 
government that impose taxes or fees on Owner’s 
Consultant's services or impose other costs in connection 
with the Project or compensation therefor, such new taxes, 
fees or costs shall be invoiced to and paid by the Owner as 
a Reimbursable Expense to which a Factor of 1.0 shall be 
applied.  Such sum shall be in addition to the Owner’s 
Consultant's estimated total compensation. 
 
  



 

EJCDC D-500 Standard Form of Agreement Between Owner and Owner's Consultant For  
Professional Services Design/Build Project 

Copyright ©2002 National Society of Professional Engineers for EJCDC.  All rights reserved. 
Page 3 of 11 

ARTICLE 5 – OPINIONS OF COST 
 

 
5.01 Opinions of Probable Design/Build Cost  
 

A. Owner’s Consultant's opinions of probable 
Design/Build Cost provided for herein are to be made on 
the basis of Owner’s Consultant's experience and 
qualifications and represent Owner’s Consultant's best 
judgment as an experienced and qualified professional 
generally familiar with the industry.  However, since 
Owner’s Consultant has no control over the cost of labor, 
materials, equipment or services furnished by others, or 
over the Design/Builder's Work or methods of determining 
prices, or over competitive bidding or market conditions, 
Owner’s Consultant cannot and does not guarantee that 
proposals, bids or actual Design/Build Cost will not vary 
from opinions of probable Design/Build Cost prepared by 
Owner’s Consultant.  If Owner wishes greater assurance as 
to probable Design/Build Cost, Owner shall employ an 
independent cost estimator. 
 
5.02 Opinions of Total Project Cost 
 

A. A. Owner’s Consultant assumes no 
responsibility for the accuracy of opinions of Total Project 
Costs. 
 
 
ARTICLE 6 – GENERAL CONSIDERATIONS 

 
 
6.01 Standards of Performance  
 
 A. The standard of care for all professional engineering 
and related services performed or furnished by Owner’s 
Consultant under this Agreement will be the care and skill 
ordinarily used by members of Owner’s Consultant's 
profession practicing under similar circumstances at the 
same time and in the same locality.  Owner’s Consultant 
makes no warranties, express or implied, under this 
Agreement or otherwise, in connection with Owner’s 
Consultant's services.   
 
 B. Owner’s Consultant shall be responsible for the 
technical accuracy of its services and documents resulting 
therefrom, and Owner shall not be responsible for 
discovering deficiencies therein.  Owner’s Consultant shall 
correct such deficiencies without additional compensation 
except to the extent such action is directly attributable to 
deficiencies in Owner-furnished information. 
 
 C. Owner’s Consultant shall not be responsible for 
deficiencies in professional services performed by or for 
Design/Builder.  Owner’s Consultant shall not be 
responsible for the acts or omissions of any 

Design/Builder, or of any of their subcontractors, suppliers, 
or of any other individual or entity performing or 
furnishing any of the Work.  Owner’s Consultant shall not 
be responsible for Design/Builder’s failure to perform or 
furnish the Work in accordance with the Contract 
Documents. 
 
 D. Owner’s Consultant may employ such Owner’s 
Consultant's Subconsultants as Owner’s Consultant deems 
necessary to assist in the performance or furnishing of the 
services.  Owner’s Consultant shall not be required to 
employ any Owner’s Consultant's Subconsultant 
unacceptable to Owner’s Consultant. 
 
 E. Owner’s Consultant and Owner shall comply with 
applicable Laws and Regulations and Owner-mandated 
standards.  This Agreement is based these requirements as 
of its Effective Date.  Changes to these requirements after 
the Effective Date of this Agreement may be the basis for 
modifications to Owner's responsibilities or to the scope, 
schedule, and compensation for Owner’s Consultant's 
services. 
 
 F. Owner shall be responsible for, and Owner’s 
Consultant may rely upon, the accuracy and completeness 
of all requirements, programs, instructions, reports, data 
and other information furnished pursuant to this 
Agreement.  Owner’s Consultant may use such 
requirements, reports, data and information in performing 
or furnishing services under this Agreement. 
 
 G. Owner shall make decisions and carry out its other 
responsibilities in a timely manner so as not to delay the 
services of Owner’s Consultant and shall bear all costs 
incident thereto.   
 
 H. Owner and Owner’s Consultant agree that the 
General Conditions for any Design/Build contract 
documents prepared hereunder are to be the "Standard 
General Conditions of the Contract Between Owner and 
Design/Builder" as prepared by the Engineers Joint 
Contract Documents Committee (Document No. D-700, 
2002 Edition) unless both parties mutually agree to use 
other General Conditions as specifically referenced in 
Exhibit H, "Special Provisions." 
 
 I. Owner’s Consultant shall not be required to sign any 
documents, no matter by whom requested, that would 
result in the Owner’s Consultant having to certify, 
guarantee or warrant the existence of conditions whose 
existence the Owner’s Consultant cannot ascertain. 
 
 J. If Owner’s Consultant's services under this 
Agreement do not include project observation or review of 
Design/Builder's performance or any other Design/Build 
Phase Services, such services will be provided by Owner.  
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In such case, Owner assumes all responsibility for 
interpretation of the Contract Documents and for design 
review, construction observation and waives any claims 
against Owner’s Consultant that may be in any way 
connected thereto. 
 
6.02 Authorized Project Representatives  
 
 A. Contemporaneous with the execution of this 
Agreement, Owner’s Consultant and Owner shall designate 
specific individuals to act as their respective 
representatives with respect to the services to be performed 
or furnished by Owner’s Consultant and responsibilities of 
Owner under this Agreement.  Such individuals shall have 
authority to transmit instructions, receive information and 
render decisions relative to the Project on behalf of each 
respective party.  
 
6.03 Use of Documents  
 
 A. All Documents are instruments of service in respect 
to this Project and Owner’s Consultant shall retain an 
ownership and property interest therein (including the right 
of reuse at the discretion of the Owner’s Consultant) 
whether or not the Project is completed. 
 
 B. Copies of data that may be relied upon are limited to 
the printed copies (also known as hard copies) that are 
delivered to the other party.  Files on electronic media of 
text, data, or graphics or of other types that are furnished to 
the other party are only for convenience of the receiving 
party.  Any conclusion or information obtained or derived 
from such electronic files will be at the user's sole risk. 
 
 C. Because data stored on electronic media can 
deteriorate or be modified inadvertently or otherwise 
without authorization of the data's creator: 
 

1. The party receiving data in an electronic format 
agrees that it will perform acceptance tests or procedures 
within 60 days, after which the receiving party shall be 
deemed to have accepted the data thus transferred.  Any 
errors detected within the 60-day acceptance period will 
be corrected by the transferring party.   Owner’s 
Consultant shall not be responsible to maintain data 
stored on electronic media after acceptance by Owner. 

 
2. Owner’s Consultant may remove all indicia of 

ownership or involvement, including title blocks and 
seals, from each electronic drawing. 

 
 D. Parties who create files on electronic media make no 
representations as to long term compatibility, usability, or 
readability of data resulting from the use of software 
application packages, operating systems, or computer 

hardware differing from those used by Owner’s Consultant 
at the start of the Project. 
 
 E. If there is a discrepancy between the electronic files 
and the hard copies, the hard copies govern. 
 
 F. Owner may make and retain copies of Documents 
for information and reference in connection with use on the 
Project by Owner.  Such Documents are not intended or 
represented to be suitable for reuse by Owner or others on 
extensions of the Project or on any other project.  Any such 
reuse or modification without written verification or 
adaptation by Owner’s Consultant, as appropriate for the 
specific purpose intended, will be at Owner's sole risk and 
without liability or legal exposure to Owner’s Consultant, 
or to Owner’s Consultant's officers, directors, partners, 
employees, or to Owner’s Consultant's Subconsultants.  
Owner shall indemnify and hold harmless Owner’s 
Consultant and Owner’s Consultant's Subconsultants from 
all claims, costs, damages, losses, and expenses (including 
but not limited to all fees and charges of engineers, 
architects, attorneys and other professionals and all court 
or arbitration or other dispute resolution costs) arising out 
of or resulting therefrom. 
 
 G. Any verification or adaptation of the Documents for 
extensions of the Project or for any other project will 
entitle Owner’s Consultant to further compensation at rates 
to be agreed upon by Owner and Owner’s Consultant. 
 
6.04 Insurance  
 
 A. Owner’s Consultant shall procure and maintain 
insurance as set forth in Exhibit E, "Insurance." 
 
 B. Owner shall procure and maintain insurance as set 
forth in Exhibit E, "Insurance."  Owner shall cause 
Owner’s Consultant and Owner’s Consultant's 
Subconsultants to be listed as additional insureds on any 
general liability or property insurance policies carried by 
Owner which are applicable to the Project. 
 
 C. Owner shall require Design/Builder to purchase and 
maintain general liability and other insurance as specified 
in the Contract Documents and to list Owner’s Consultant 
and Owner’s Consultant's Subconsultants as additional 
insureds with respect to such liability and other insurance 
purchased and maintained by Design/Builder for the 
Project. 
 
 D. Owner and Owner’s Consultant shall each deliver to 
the other certificates of insurance evidencing the coverages 
indicated in Exhibit E.  Such certificates shall be furnished 
prior to commencement of Owner’s Consultant's services 
and at renewal thereafter during the life of the Agreement. 
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 E. All policies of property insurance shall contain 
provisions to the effect that Owner’s Consultant's and 
Owner’s Consultant's Subconsultants' interests are covered 
and that in the event of payment of any loss or damage the 
insurers will have no rights of recovery against any of the 
insureds or additional insureds thereunder. 
 
6.05 Termination  
 
 A. This Agreement may be terminated: 
 

1. For cause, 
 

a.  By either party upon 30 days written notice 
in the event of substantial failure by the other party 
to perform in accordance with the terms hereof 
through no fault of the terminating party.  
Notwithstanding the foregoing, this Agreement will 
not terminate as a result of such substantial failure if 
the party receiving such notice begins, within seven 
days of receipt of such notice, to correct its failure 
to perform and proceeds diligently to cure such 
failure within no more than 30 days of receipt 
thereof; provided, however, that if and to the extent 
such substantial failure cannot be reasonably cured 
within such 30 day period, and if such party has 
diligently attempted to cure the same and thereafter 
continues diligently to cure the same, then the cure 
period provided for herein shall extend up to, but in 
no case more than, 60 days after the date of receipt 
of the notice. 

 
b. By Owner’s Consultant: 

 
1) Upon seven days written notice if 

Owner’s Consultant believes that Owner’s 
Consultant is being requested by Owner to 
furnish or perform services contrary to Owner’s 
Consultant's responsibilities as a licensed 
professional; or 

 
2) Upon seven days written notice if the 

Owner’s Consultant's services for the Project 
are delayed or suspended for more than ninety 
days for reasons beyond Owner’s Consultant's 
control. 

 
2. For convenience, 

 
a. By Owner effective upon the receipt of 

notice by Owner’s Consultant. 
 
 B. In the case of termination under paragraph 
6.05.A.1.b, Owner’s Consultant shall have no liability to 
Owner on account of such termination. 
 

 C. The terminating party under paragraphs 6.05.A.1 or 
6.05.A.2 may set the effective date of termination at a time 
up to 30 days later than otherwise provided to allow 
Owner’s Consultant to complete tasks whose value would 
otherwise be lost, to prepare notes as to the status of 
completed and uncompleted tasks, and to assemble Project 
documents in orderly files. 
 
6.06 Controlling Law  
 
 A. This Agreement is to be governed by the law of the 
state in which the Project is located. 
 
6.07 Successors, Assigns, and Beneficiaries  
 
 A. Owner and Owner’s Consultant each is hereby 
bound and the partners, successors, executors, 
administrators and legal representatives of Owner and 
Owner’s Consultant (and to the extent permitted by 
paragraph 6.07.B the assigns of Owner and Owner’s 
Consultant) are hereby bound to the other party to this 
Agreement and to the partners, successors, executors, 
administrators and legal representatives (and said assigns) 
of such other party, in respect of all covenants, agreements 
and obligations of this Agreement. 
 
 B. Neither Owner nor Owner’s Consultant may assign, 
sublet or transfer any rights under or interest (including, 
but without limitation, moneys that are or may become 
due) in this Agreement without the written consent of the 
other, except to the extent that any assignment, subletting 
or transfer is mandated or  restricted by law.  Unless 
specifically stated to the contrary in any written consent to 
an assignment, no assignment will release or discharge the 
assignor from any duty or responsibility under this 
Agreement. 
 
 C. Unless expressly provided otherwise in this 
Agreement: 
 

1. Nothing in this Agreement shall be construed to 
create, impose or give rise to any duty owed by Owner 
or Owner’s Consultant to any Design/Builder, 
Design/Builder's subcontractor or supplier, other 
individual or entity, or to any surety for or employee of 
any of them.  

 
2. All duties and responsibilities undertaken 

pursuant to this Agreement will be for the sole and 
exclusive benefit of Owner and Owner’s Consultant and 
not for the benefit of any other party.  The Owner agrees 
that the substance of the provisions of this paragraph 
6.07.C shall appear in the Owner-Design/Builder 
Contract Documents.  

 
6.08 Dispute Resolution  
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 A. Owner and Owner’s Consultant agree to negotiate 
all disputes between them in good faith for a period of 30 
days from the date of notice prior to exercising their rights 
under Exhibit F or other provisions of this Agreement, or 
under law. 
 
 B. If and to the extent that Owner and Owner’s 
Consultant have agreed on a method and procedure for 
resolving disputes between them arising out of or relating 
to this Agreement, such dispute resolution method and 
procedure, is set forth in Exhibit F, "Dispute Resolution."  
In the absence of such an agreement, the parties may 
exercise their rights under law. 
 
6.09 Hazardous Environmental Condition  
 
 A. Owner represents that to the best of its knowledge a 
Hazardous Environmental Condition does not exist, and it 
has disclosed to Owner’s Consultant the existence of all 
Hazardous Materials located at or near the Site, including 
type, quantity and location. 
 
 B. If any such Hazardous Environmental Condition is 
encountered or alleged, Owner’s Consultant shall have the 
obligation to notify Owner and, to the extent of applicable 
Laws and Regulations, appropriate governmental officials.    
 
 C. It is acknowledged by both parties that Owner’s 
Consultant's scope of services does not include any 
services related to a Hazardous Environmental Condition.  
In the event Owner’s Consultant or any other party 
encounters a Hazardous Environmental Condition, 
Owner’s Consultant may, at its option and without liability 
for consequential or any other damages, suspend 
performance of services on the portion of the Project until 
Owner: (i) retains appropriate specialist consultant(s) or 
contractor(s) to identify and, as appropriate, abate, 
remediate, or remove the Hazardous Environmental 
Condition, and (ii) warrants that the Site is in full 
compliance with applicable Laws and Regulations. 
 
 D. Owner acknowledges that Owner’s Consultant is 
performing professional services for Owner and that 
Owner’s Consultant is not and shall not be required to 
become an "operator," "generator," or "transporter" of 
Hazardous Materials which are or may be encountered at 
or near the Site in connection with Owner’s Consultant's 
activities under this Agreement.   
 
 E. If the Owner’s Consultant's services under this 
Agreement cannot be performed because of a Hazardous 
Environmental Condition, the existence of the condition 
shall justify Owner’s Consultant terminating this 
Agreement for cause on 30 days’ notice. 
 

6.10 Allocation of Risks  –  Indemnification  
 
 A. To the fullest extent permitted by law, Owner’s 
Consultant shall indemnify and hold harmless Owner, 
Owner's officers, directors, partners, and employees from 
and against any and all claims, costs, losses and damages 
(including but not limited to all fees and charges of 
engineers, architects, attorneys and other professionals and 
all court or arbitration or other dispute resolution costs) to 
the extent caused by the negligent acts or omissions of 
Owner’s Consultant or Owner’s Consultant's officers, 
directors, partners, employees, and Owner’s Consultant's 
Subconsultants in the performance and furnishing of 
Owner’s Consultant's services under this Agreement. 
 
 B. To the fullest extent permitted by law, Owner shall 
indemnify and hold harmless Owner’s Consultant, 
Owner’s Consultant's officers, directors, partners, and 
employees and Owner’s Consultant's Subconsultants from 
and against any and all claims, costs, losses and damages 
(including but not limited to all fees and charges of 
engineers, architects, attorneys and other professionals and 
all court or arbitration or other dispute resolution costs) to 
the extent caused by the negligent acts or omissions of 
Owner or Owner's officers, directors, partners, employees, 
and other consultants retained by Owner with respect to 
this Agreement or the Project. 
 
 C. To the fullest extent permitted by law, Owner’s 
Consultant's total liability to Owner and anyone claiming 
by, through, or under Owner for any cost, loss, or damages 
caused in part by the negligence of Owner’s Consultant 
and in part by the negligence of Owner or any other 
negligent entity or individual, shall not exceed the 
percentage share that Owner’s Consultant's negligence 
bears to the total negligence of Owner, Owner’s Consultant 
and all other negligent entities and individuals.  
 
 D. In addition to the indemnity provided under 
paragraph 6.10.B of this Agreement, and to the fullest 
extent permitted by law, Owner shall indemnify and hold 
harmless Owner’s Consultant and its officers, directors, 
partners, employees, and Owner’s Consultant's 
Subconsultants from and against all claims, costs, losses, 
and damages (including but not limited to all fees and 
charges of engineers, architects, attorneys and other 
professionals and all court or arbitration or other dispute 
resolution costs) caused by, arising out of or relating to or 
resulting from a Hazardous Environmental Condition at, 
on, or under the Site, provided that (i) any such claim, cost, 
loss or damage is attributable to bodily injury, sickness, 
disease or death, or to injury to or destruction of tangible 
property (other than completed Construction), including 
the loss of use resulting therefrom, and (ii) nothing in this 
paragraph shall obligate Owner to indemnify any 
individual or entity from and against the consequences of 
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that individual's or entity's own negligence or willful 
misconduct. 
 
 E. The indemnification provision of paragraph 6.10.A.1 
is subject to and limited by the provisions agreed to by 
Owner and Owner’s Consultant in Exhibit G, "Allocation 
of Risks," if any. 
 
6.11 Notices  
 
 A. Any notice required under this Agreement will be in 
writing, addressed to the appropriate party at its address  
on the signature page and given personally, by certified 
mail (return receipt requested), or by a  commercial courier 
service.  All notices shall be effective upon the date of 
receipt. 
 
6.12 Survival  
 
 A. All express representations, indemnifications or 
limitations of liability made in or given in this Agreement 
will survive its completion or termination for any reason. 
 
6.13 Severability  
 
 A. Any provision or part of the Agreement held to be 
void or unenforceable under any law or regulation shall be 
deemed stricken, and all remaining provisions shall 
continue to be valid and binding upon Owner and Owner’s 
Consultant, who agree that the Agreement shall be 
reformed to replace such stricken provision or part thereof 
with a valid and enforceable provision that comes as close 
as possible to expressing the intention of the stricken 
provision. 
 
6.14 Waiver  
 
 A. Non-enforcement of any provision by either party 
shall not constitute a waiver of that provision nor shall it 
affect the enforceability of that provision or of the 
remainder of this Agreement. 
 
6.15 Headings  
 
 A. The headings used in this Agreement are for general 
reference only and do not have special significance. 
 
 
ARTICLE 7 – DEFINITIONS 
 
 
7.01 Defined Terms  
 
 A. Wherever used in this Agreement and printed with 
initial capital letters the following terms have the meanings 

indicated which are applicable to both the singular and 
plural thereof: 
 

1. Addenda – Written or graphic instruments 
issued prior to the opening of Proposals which clarify, 
correct or change the Proposal Documents. 

 
2. Agreement – This "Standard Form of 

Agreement between Owner and Owner’s Consultant for 
Professional Services - Design/Build Project" including 
those Exhibits listed in Article 8 thereof. 

 
3. Application for Payment – The form acceptable 

to Owner which is to be used by Design/Builder in 
requesting progress or final payments for the completion 
of its Work and which is to be accompanied by such 
supporting documentation as is required by the Contract 
Documents. 

 
4. Change Order – A document which is signed 

by Design/Builder and Owner to authorize an addition, 
deletion or revision in the Work, or an adjustment in the 
Contract Price or the Contract Times, issued on or after 
the Effective Date of the Design/Build Agreement. 

 
5. Conceptual Documents – The drawings and 

specifications and/or other graphic or written materials, 
criteria and information concerning Owner's 
requirements for the Project, such as design objectives 
and constraints, space, capacity and performance 
requirements, flexibility and expandability, which show 
or describe the character, and scope of, or relate to, the 
Work to be performed or furnished by Design/Builder.  
Conceptual Documents are further described and 
enumerated in Exhibit A. 

 
6. Construction – The performing or furnishing of 

labor, the furnishing and incorporating of materials and 
equipment into various portions of the Work, and the 
furnishing of services (other than Design Professional 
Services) and documents, all as required by the 
Drawings and Specifications.  Construction may be 
provided by Design/Builder or Subcontractors or 
Suppliers. 

 
7. Contract Documents – The Contract 

Documents establish the requirements and obligations of 
the parties engaged in the final design and construction 
of the Project and include the Design/Build Agreement 
between Owner and Design/Builder, Addenda (which 
pertain to the Contract Documents), Design/Builder's 
Proposal (including documentation accompanying the 
Proposal and any post Proposal documentation 
submitted prior to the notice of award) when attached as 
an exhibit to the Design/Build Agreement, the notice to 
proceed, the bonds, the General Conditions, the 
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Supplementary Conditions, the Conceptual Documents, 
the Specifications and the Drawings as the same are 
prepared by or for Design/Builder and approved by 
Owner, together with all Written Amendments, Change 
Orders, Work Change Directives, Field Orders and 
Owner’s written interpretations and clarifications issued 
on or after the Effective Date of the Design/Build 
Agreement.  Approved Shop Drawings and reports and 
drawings of subsurface and physical conditions are not 
Contract Documents. 

 
8. Contract Price – The moneys payable by 

Owner to Design/Builder for completion of the Work in 
accordance with the Contract Documents and as stated in 
the Design/Build Agreement. 

 
9. Contract Times – The numbers of days or the 

dates stated in the Design/Build Agreement to:  
(i) achieve Substantial Completion, and (ii) complete the 
Work so that it is ready for final payment.  

 
10. Defective – An adjective which, when 

modifying the word Work, refers to Work that is 
unsatisfactory, faulty or deficient, in that it does not 
conform to the Contract Documents, or does not meet 
the requirements of any inspection, reference standard, 
test or approval referred to in the Contract Documents, 
or has been damaged prior to final payment. 

 
11. Design Professional Services – Services by 

Design/Builder related to the preparation of Drawings, 
specifications, and other design submittals specified by 
the Contract Documents and required to be performed by 
licensed design professionals, as well as service 
provided by or for licensed design professionals.   

 
12. Design/Build Agreement – The written 

agreement contained in the Contract Documents between 
Owner and Design/Builder covering the Work to be 
performed or furnished with respect to this Project. 

 
13. Design/Build Cost – The cost to Owner of those 

portions of the entire Project described in the Report or 
Conceptual Documents prepared by Owner’s Consultant.  
Design/Build Cost does not include Owner’s 
Consultant's compensation and expenses, the cost of 
land, rights-of-way, or compensation for or damages to 
properties, or Owner's legal, accounting, insurance 
counseling or auditing services, or interest and financing 
charges incurred in connection with the Project or the 
cost of other services to be provided by others to Owner 
pursuant to Exhibit B of this Agreement.  Design/Build 
Cost is one of the items comprising Total Project Costs. 

 
14. Design/Builder – The individual or entity with 

whom Owner enters into a written Design/Build 

Agreement covering Work to be performed or furnished 
with respect to the Project. 

 
15. Documents – The documents, including data, 

reports, Conceptual Documents, Record Drawings, and 
other deliverables, whether in printed or electronic 
media format, provided or furnished in appropriate 
phases by Owner’s Consultant to Owner pursuant to this 
Agreement. 

 
16. Drawings – That part of the Contract 

Documents which graphically shows the scope, extent 
and character of the Work to be furnished and performed 
by Design/Builder and which have been prepared by or 
for Design/Builder and are approved by Owner.  Shop 
Drawings are not Drawings as so defined. 

 
17. Effective Date of the Design/Build Agreement – 

The date indicated in the Design/Build Agreement on 
which it becomes effective, but if no such date is 
indicated, it means the date on which the Design/Build 
Agreement is signed and delivered by the last of the two 
parties to sign and deliver. 

 
18. Effective Date of the Agreement – The date 

indicated in this Agreement on which it becomes 
effective, but if no such date is indicated, the date on 
which the Agreement is signed and delivered by the last 
of the two parties to sign and deliver. 

 
19. Field Order – A written order issued by Owner 

which directs minor changes in the Work but which does 
not involve a change in the Contract Price or the 
Contract Times. 

 
20. General Conditions – The conditions as agreed 

to by Owner and Owner’s Consultant in accordance with 
paragraph 6.01.H which govern the Work to be 
performed or furnished by Design/Builder with respect 
to this Project. 

 
21. Hazardous Environmental Condition – The 

presence at the Site of Hazardous Materials in such 
quantities or circumstances that there is a danger to 
persons or property. 

 
22. Hazardous Materials – Asbestos, PCB's, 

petroleum, hazardous substances, or radioactive 
material.  It is the intention of the parties that these terms 
be accorded the definition under applicable Laws and 
Regulations. 

 
23. Laws and Regulations; Laws or Regulations – 

Any and all applicable laws, rules, regulations, 
ordinances, codes, standards and orders of any and all 
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governmental bodies, agencies, authorities and courts 
having jurisdiction. 

 
24. Owner’s Consultant's Subconsultants – 

Individuals or entities having a contract with Owner’s 
Consultant to furnish services with respect to this Project 
as Owner’s Consultant's independent professional 
associates, consultants, subcontractors or vendors.  

 
25. Proposal – The offer or proposal submitted on 

the prescribed form setting forth the prices and times for 
the Work to be performed. 

 
26. Proposal Documents – The advertisement or 

invitation, Request for Proposal, Proposal form, the 
Proposal security, if any, and the proposed Contract 
Documents (including all Addenda issued prior to 
receipt of Proposals). 

 
27. Reimbursable Expenses – The expenses 

incurred directly by Owner’s Consultant or its 
subconsultants for transportation and subsistence; 
providing and maintaining field office facilities 
including furnishings and utilities; subsistence and 
transportation of Resident Project Representatives and 
their assistants; toll telephone calls and telegrams, 
copying, facsimile and courier charges; reproduction of 
reports, Drawings, Specifications, Bidding Documents, 
and similar Project-related items in addition to those 
required under Exhibit A, and, if authorized in advance 
by Owner, overtime work requiring higher than regular 
rates.  In addition, if authorized in advance by Owner, 
Reimbursable Expenses will also include expenses 
incurred for the use of highly specialized equipment. 

 
28. Resident Project Representative – The 

authorized representative of Owner’s Consultant who 
will be assigned to assist Owner’s Consultant at the Site 
during the Design/Build Phase.  The Resident Project 
Representative will be Owner’s Consultant's agent or 
employee and under Owner’s Consultant's supervision.  
As used herein, the term Resident Project Representative 
includes any assistants of Resident Project 
Representative agreed to by Owner.  The duties and 
responsibilities of the Resident Project Representative 
are as set forth in Exhibit D.  

 
29. Samples – Physical examples of materials, 

equipment, or workmanship that are representative of 
some portion of the Work and which establish the 
standards by which such portion of the Work will be 
judged. 

 
30. Site – Lands or areas indicated in the Contract 

Documents as being furnished by Owner, upon which 
the Work is to be performed, rights-of-way and 

easements for access thereto, and such other lands 
furnished by Owner which are designated for use of 
Design/Builder. 

 
31. Specifications – That part of the Contract 

Documents prepared by or for Design/Builder and 
approved by Owner consisting of written technical 
descriptions of materials, equipment, systems, standards 
and workmanship as applied to the Work and certain 
administrative details applicable thereto. 

 
32. Submittal – A written or graphic document 

prepared by or for Design/Builder which is required by 
the Contract Documents to be submitted to Owner by 
Design/Builder.  Submittals may include Drawings, 
Specifications, progress schedules, shop drawings, 
Samples, cash flow projections, and schedule of values.   

 
33. Substantial Completion – The time at which the 

Work (or a specified part thereof) has progressed to the 
point where, as evidenced by Owner’s certificate of 
Substantial Completion, the Work (or specified part 
thereof) is sufficiently complete, in accordance with the 
Contract Documents, so that it can be utilized for the 
purposes for which it is intended.  If no such certificate 
is issued, the time at which the Work is complete and 
ready for final payment as evidenced by the Owner’s 
written notice of acceptance and recommendation for 
final payment.  The terms "substantially complete" and 
"substantially completed" as applied to all or part of the 
Work refer to Substantial Completion thereof. 

 
34. Supplementary Conditions – The part of the 

Contract Documents which amends or supplements the 
General Conditions. 

 
35. Total Project Costs – The sum of the 

Design/Build Cost, allowances for contingencies, the 
total costs of design professional and related services 
provided by Owner’s Consultant and (on the basis of 
information furnished by Owner) allowances for such 
other items as charges of all other professionals and 
consultants, for the cost of land and rights-of-way, for 
compensation for or damages to properties, for interest 
and financing charges and for other services to be 
provided by others to Owner.  

 
36. Work – The entire completed project or the 

various separately identifiable parts thereof to be 
furnished or provided by Design/Builder.  Work includes 
and is the result of performing or furnishing Design 
Professional Services and Construction. 

 
37. Work Change Directive – A written directive to 

Design/Builder, issued on or after the Effective Date of 
the Design/Build Agreement and signed by Owner, 
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ordering an addition, deletion or revision in the Work, or 
responding to differing or unforeseen subsurface or 
physical conditions under which the Work is to be 
performed or to emergencies.  A Work Change Directive 
will not change the Contract Price or the Contract Times, 
but is evidence that the parties expect that the change 
directed or documented by a Work Change Directive 
will be incorporated in a subsequently issued Change 
Order following negotiations by the parties as to its 
effect, if any, on the Contract Price or Contract Times. 

 
 
ARTICLE 8 – EXHIBITS 

 
 
8.01 Exhibits Included  
 
 A. Exhibit A, "Owner’s Consultant's Services," 
consisting of 8 pages. 
 
 B. Exhibit B, "Owner's Responsibilities," consisting of 
3 pages. 
 
 C. Exhibit C, "Payments to Owner’s Consultant for 
Services and Reimbursable Expenses," consisting of 4 
pages. 
 
 D. Exhibit D, "Duties, Responsibilities and Limitations 
of Authority of Resident Project Representative," 
consisting of 4 pages. 
 
 E. Exhibit E, "Insurance," consisting of 2 pages. 
 
 F. Exhibit F, "Dispute Resolution," consisting of  1 
page. 
 
 G. Exhibit G, "Allocation of Risks," consisting of  2 
pages. 
 
 H. Exhibit H, "Special Provisions," consisting of  1 
page. 
 
8.02 Total Agreement  
 
 A. This Agreement (consisting of pages 1 to       
inclusive, together with the Exhibits identified above) 
constitutes the entire agreement between Owner and 
Owner’s Consultant and supersedes all prior written or oral 
understandings.  This Agreement may only be amended, 
supplemented, modified or canceled by a duly executed 
written instrument. 
 
IN WITNESS WHEREOF, Owner and Owner’s Consultant have signed this Agreement in duplicate.  One counterpart each 
has been delivered to Owner and Owner’s Consultant.  All portions of the Contract Documents have been signed, initialed or 
identified by Owner and Owner’s Consultant. 
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 This Agreement will be effective on   (which is the  
Effective Date of the Agreement).   
 
OWNER:   OWNER’S CONSULTANT:   
 
By:   

 
 

  
By: 

 
 

 
Title: 

 
      

  
Title: 

James K. Roberts, P.E., P.L.S. 
Executive Vice President 

 
Date Signed: 

 
 

  
Date Signed: 

 
 

   
  License or Certificate No. and State 15736 
   

Kentucky 
 
Address for giving notices: 

   
Address for giving notices: 

 

 
102 Water Plant Road 

  
Bell Engineering 

 
Middlesboro, Kentucky 40965 

  
2480 Fortune Drive, Suite 350 

 
      

  
Lexington, Kentucky 40509 

 
Designated Representative (paragraph 6.02.A):  Designated Representative (paragraph 6.02.A): 
 
James Leonard 

  
Ronald C. McMaine, P.E. 

 
Title: 

 
Regional Manager 

  
Title: 

 
Senior Vice President 

 
Facsimile Number: 

 
606/248-0180 

  
Facsimile Number: 

 
859/278-2911 

 
Phone Number: 

 
606/248-2306 

  
Phone Number 

 
859/278-5412 

 
E-mail: 

 
jrleaonard@uiwater.com 

  
E-mail: 

 
rmcmaine@hkbell.com 

mailto:jrleaonard@uiwater.com
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SUGGESTED FORMAT 
 
This is EXHIBIT A, consisting of 8 pages, referred to in and part of 
the Standard Form of Agreement between Owner and Owner’s 
Consultant for Professional Services - Design/Build Project dated 
     ,      . 

 
Initials 

Owner:        
Owner’s Consultant:        

 
 
 
Owner's Consultant's Services 

 
 
ARTICLE A1 – BASIC SERVICES 
 
A.1.01 Study and Report Phase--Complete 
 

A. Owner’s Consultant shall: 
 

1. Consult with Owner to define and clarify Owner's requirements for the Project and available data. 
 

2. Advise Owner as to the necessity of Owner's providing data or services of the types described in Exhibit B 
which are not part of Owner’s Consultant's Basic Services, and assist Owner in obtaining such data and services. 

 
3. Identify, consult with, and analyze requirements of governmental authorities having jurisdiction to approve 

the portions of the Project described by Owner’s Consultant, including but not limited to mitigating measures identified 
in any environmental assessment. 

 
4. Identify and evaluate       alternate solutions available to Owner and, after consultation with  Owner, 

recommend to Owner those solutions which in Owner’s Consultant's judgment meet Owner's requirements for the 
Project. 

 
5. Prepare a report (the "Report") which will, as appropriate, contain schematic layouts, sketches and 

conceptual design criteria with appropriate exhibits to indicate the agreed-to requirements, considerations involved, and 
those alternate solutions available to Owner which Owner’s Consultant recommends.  This Report will be accompanied 
by Owner’s Consultant's opinion of Total Project Costs for each solution which is so recommended for the Project 
including the following which will be separately itemized:  

 
a. Opinion of probable Design/Build Cost,  

 
b. Allowances for contingencies  

 
c. Allowances for the estimated total costs of services provided by Owner’s Consultant and,  

 
d. On the basis of information furnished by Owner, allowances for other items and services included within the 

definition of Total Project Costs. 
 

6. Perform or furnish the following additional Study and Report Phase tasks or deliverables: 
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7. Furnish       review copies of the Report to Owner within       days of authorization to begin services 
and review it with Owner. 

 
8. Revise the Report in response to Owner's and other parties' comments, as appropriate, and furnish       

copies of the revised Report to the Owner within       days of completion of reviewing it with Owner. 
 

B. Owner’s Consultant's services under the Study and Report Phase will be considered complete on the date when the 
copies of the revised Report have been delivered to Owner. 
 
A.1.02 Conceptual Documents Phase 
 

A. After acceptance by Owner of the Report, selection by Owner of a recommended solution and indication of any 
specific modifications or changes in the scope, extent, character or design requirements of the Project desired by Owner, and 
upon written authorization from Owner, Owner’s Consultant shall:  
 

1. Advise Owner if additional reports, data or other information or services of the types described in  Exhibit B 
are necessary and assist Owner in obtaining such reports, data or other information and services. 

 
2. On the basis of the above acceptance, selection, and authorization, prepare the following Conceptual 

Documents: 
 

a. Drawings; 
b. Specifications; 
c. Other graphic or written materials; 
d. Criteria and information concerning Owner's requirements for the Project; 
e. A basis of design; 
f. Design objectives, constraints and criteria; 
g. Space, capacity and performance requirements; and 
h. Flexibility and expandability requirements. 

 
3. These Conceptual Documents will show or describe the character, scope and intent of, or relate to, the Work 

to be performed or furnished by or for Design/Builder.  Such Conceptual Documents will be taken to a point of an 
estimated 35 percent of the final design which the parties agree will be sufficient for Owner to receive Design/Build 
proposals.   

 
4. Provide necessary field surveys and topographic and utility mapping for the purpose of preparing Conceptual 

Documents.  Utility mapping will be based upon information obtained from utility owners. 
 

5. Based on the information contained in the Conceptual Documents, submit a revised opinion of probable 
Design/Build Cost and any adjustments to Total Project Costs known to Owner’s Consultant, which will be itemized as 
provided in paragraph A.1.01.A.5. 

 
6. Furnish the Conceptual Documents to and review them with Owner. 

 
7. Prepare and furnish Proposal Documents for review and approval by Owner, its legal counsel and other 

advisors, as appropriate. 
 

8. Furnish or provide the following additional Conceptual Document Phase tasks or deliverables: 
 
    1. Documents necessary to submit to the Kentucky Division of Water for review of the plans and 

specifications. 
 

9. Submit to Owner       final copies of the Conceptual Documents, Proposal Documents, and revised opinion 
of probable Design/Build Cost within       days after authorization to proceed with this phase. 
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B. In the event that the Work or equipment for which Owner’s Consultant has prepared Conceptual Documents is to 
be performed or furnished under more than one prime contract, Owner and Owner’s Consultant shall, prior to 
commencement of the Conceptual Document Phase, develop a schedule for performance of Owner’s Consultant's services 
during the Conceptual Document and Proposal or Negotiating Phases and for the performance of Additional Services, if any, 
in order to sequence and coordinate properly such services as are applicable to the work under such separate prime contracts.  
This schedule is to be prepared and included in or become an amendment to Exhibit A whether or not the work under such 
contracts is to proceed concurrently. 
 

C. The number of prime contracts for work or equipment for which Owner's Consultant services are to be performed 
upon which the Owner’s Consultant's compensation has been established under this Agreement is      . 
 

D. Owner’s Consultant's services under the Conceptual Document Phase will be considered complete on the date 
when final copies of the Conceptual Documents and Proposal Documents have been delivered to Owner.  
 
A.1.03 Proposal or Negotiating Phase 
 

A. After acceptance by Owner of the Proposal Documents and the most recent opinion of probable Design/Build Cost 
as determined in the Conceptual Document Phase, and upon written authorization by Owner to proceed, Owner’s Consultant 
shall: 
 

1. Assist Owner in soliciting for and obtaining Proposals or negotiating proposals for the Work  and, where 
applicable, maintain a record of prospective proposers to whom Proposal Documents have been issued, attend pre-
Proposal conferences, if any, and receive and process Design/Builder deposits or charges for the Proposal Documents. 

 
2. Assist Owner in issuing Addenda as appropriate to clarify, correct or change the Proposal Documents. 

 
3. Consult with Owner as to the acceptability of Design/Builders, engineers, subcontractors, suppliers and other 

persons and entities proposed by Design/Builder for those portions of the Work as to which such acceptability is 
required by the Proposal Documents. 

 
4. Furnish or provide the following additional Proposal or Negotiating Phase tasks or deliverables: 

 
 
 
 

5. Attend the Proposal opening, prepare Proposal tabulation sheets and assist Owner in evaluating Proposals 
and in assembling and awarding contracts for the Work. 

 
B. The Proposal or Negotiating Phase will be considered complete upon commencement of the Design/Build Phase or 

upon cessation of negotiations with prospective Design/Builders. 
 
 
ARTICLE A2 – ADDITIONAL SERVICES 
 
A.2.01 Owner's Authorization in Advance Required 
 

A. If authorized in writing by Owner, Owner’s Consultant shall furnish or obtain from others Additional Services of 
the types listed below.   These services will be paid for by Owner as indicated in Article 4 of the Agreement. 
 

B. Study and Report, Conceptual Documents, and Proposal or Negotiating Phases: 
 

1. Prepare applications and supporting documents (in addition to those furnished under Basic Services) for 
private or governmental grants, loans or advances in connection with the Project; prepare or review environmental 
assessments and impact statements; review and evaluate the effects on the design requirements for the Project of any 
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such statements and documents prepared by others; and assist in obtaining approvals of authorities having jurisdiction 
over the anticipated environmental impact of the Project. 

 
2. Make measured drawings of or investigate existing conditions or facilities, or verify the accuracy of drawings 

or other information furnished by Owner. 
 

3. Perform services resulting from significant changes in the scope, extent or character of the portions of the 
Project presented or specified by Owner’s Consultant or its design requirements including, but not limited to, changes in 
size, complexity, Owner's schedule, character of construction or method of financing; and revise previously accepted 
studies, reports, Conceptual Documents or other Contract Documents when such revisions are required by changes in 
Laws or Regulations enacted subsequent to the Effective Date of this Agreement or are due to any other causes beyond 
Owner’s Consultant's control. 

 
4. Perform services resulting from evaluation by Owner’s Consultant during the Study and Report Phase at 

Owner's request of alternative solutions in addition to those specified in paragraph A.1.01.A.4. 
 

5. Perform services required as a result of Owner's providing incomplete or incorrect Project information, with 
respect to Exhibit B.   

 
6. Provide renderings or models for Owner's use. 

 
7. Prepare documents for alternate proposals requested by Owner for Design/Builder's work which is not 

executed or documents for out-of-sequence work. 
 

8. Undertake investigations and studies including, but not limited to, detailed consideration of operations, 
maintenance and overhead expenses; the preparation of feasibility studies, cash flow and economic evaluations, rate 
schedules and appraisals; assistance in obtaining financing for the Project; evaluating processes available for licensing 
and assisting Owner in obtaining process licensing; detailed quantity surveys of materials, equipment and labor; and 
audits or inventories required in connection with construction performed by Owner. 

 
9. Furnish services of Owner’s Consultant's Subconsultants for other than Basic Services.  

 
10. Perform services attributable to more prime contracts than specified in paragraph A.1.02.C. 

 
11. Perform services during out-of-town travel required of Owner’s Consultant other than for visits to the Site or 

Owner's office.  
 

12. Prepare for, coordinate with, participate in and respond to structured independent review processes, 
including, but not limited to, construction management, cost estimating, project peer review, value engineering and 
constructibility review requested by Owner; and perform or furnish services required to revise studies, reports, 
drawings, specifications or other Proposal Documents as a result of such review processes. 

 
13. Determine the acceptability of substitute materials and equipment proposed during the Proposal and 

Negotiating Phase when substitution prior to the award of contracts is allowed by the Proposal Documents. 
 

14. Assist in connection with Proposal protests, rebidding or renegotiating contracts for construction, materials, 
equipment or services. 

 
15. Perform services resulting from significant delays, changes or price increases occurring as a direct or indirect 

result of materials, equipment, or energy shortages. 
 

C. Design/Build Phase—Not Applicable (Unless Authorized in Writing by the Owner) 
 

1. Consult with Owner during the Design/Build Phase. 
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2. Provide the services of a Resident Project Representative (RPR) at the Site.  Duties, responsibilities, and 
authority of the RPR are as set forth in Exhibit D. 

 
3. Assist Owner in the selection of an independent testing laboratory to perform the services identified in 

paragraph B.2.01.R. 
 

4. Participate in the initial conference between Owner and Design/Builder prior to commencement of 
Construction. 

 
5. As appropriate, establish baselines and benchmarks for locating the Work which in Owner’s Consultant's 

judgment are necessary to enable Design/Builder to proceed.  Provide engineering surveys and staking to enable 
Design/Builder to perform its work, and any type of property surveys or related engineering services needed for the 
transfer of interests in real property; and provide other special field surveys. 

 
6. Review submittals prepared by or for Design/Builder including Drawings, Specifications, Samples and other 

Submittals required by the Conceptual Documents and advise Owner as to their acceptability in accordance with the 
Contract Documents, but only for conformance with the information given in the Contract Documents and compatibility 
with the design concept of the completed Project as a functioning whole as indicated in the Contract Documents.  Such 
reviews or other action will not extend to means, methods, techniques, sequences or procedures of construction or to 
safety precautions and programs incident thereto. 

 
7. Make revisions to Conceptual Documents occasioned by the acceptance of substitute materials or equipment 

items; and provide services after the award of the Design/Build contract in evaluating and determining the acceptability 
of a substitution which is found to be inappropriate for the Project or an excessive number of substitutions. 

 
8. While the Work is in progress: 

 
a. Make visits to the Site at intervals appropriate to the various stages of construction, as Owner’s Consultant 

deems necessary, in order to observe as an experienced and qualified design professional the progress and quality of the 
various aspects of Design/Builder's Construction.  Such visits and observations by Owner’s Consultant, and the 
Resident Project Representative, if any, are not intended to be exhaustive or to extend to every aspect of the 
construction in progress, or to involve detailed inspections of the construction beyond the responsibilities specifically 
assigned to Owner’s Consultant in this Agreement and the Contract Documents, but rather are to be limited to spot 
checking, selective sampling and similar methods of general observation of the construction based on Owner’s 
Consultant's exercise of professional judgment as assisted by the Resident Project Representative, if any.  Based on 
information obtained during such visits and such observations, Owner’s Consultant will determine in general if such 
Construction is proceeding in accordance with the Contract Documents and Owner’s Consultant shall keep Owner 
informed of the progress of the Work.  The responsibilities of Owner’s Consultant contained in this paragraph are 
expressly subject to the limitations set forth in this paragraph and other express or general limitations in this Agreement. 

 
b. Owner’s Consultant shall not, during such visits or as a result of such observations of Design/Builder's 

Construction in progress, supervise, direct or have control over Design/Builder's work nor shall Owner’s Consultant 
have authority over or responsibility for the means, methods, techniques, sequences or procedures of Construction 
selected or used by Design/Builder, for safety precautions and programs incident to the work of Design/Builder or for 
any failure of Design/Builder to comply with laws, rules, regulations, ordinances, codes or orders applicable to 
Design/Builder's furnishing and performing the Work.  Accordingly, Owner’s Consultant neither guarantees the 
performance of any Design/Builder nor assumes responsibility for any Design/Builder's failure to furnish and perform 
the Work in accordance with the Contract Documents. 

 
c. As a result of such visits and on the basis of such observations, Owner’s Consultant shall have authority to 

recommend to Owner that Design/Builder's Work be disapproved and rejected while it is in progress if Owner’s 
Consultant believes that such Work will not produce a completed Project that conforms generally to the Contract 
Documents or that it will prejudice the integrity of the design concept of the completed Project as a functioning whole 
as indicated in the Contract Documents. 
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9. Assist Owner in issuing necessary clarifications and interpretations of the Contract Documents and Field 
Orders as appropriate to the orderly completion of the Work.  Such clarifications and interpretations and Field Orders 
will be consistent with the intent of and reasonably inferable from the Contract Documents. 

 
10. Recommend Change Orders and Work Change Directives to Owner, as appropriate, and assist Owner in 

preparation of Change Orders and Work Change Directives as required. 
 

11. Provide services in connection with Work Change Directives and Change Orders to reflect changes requested 
by Owner. 

 
12. Advise Owner as to the necessity of ordering special inspections or tests of the Work as deemed reasonably 

necessary, and receive and review all certificates of inspections, tests and approvals required by Laws or Regulations or 
the Contract Documents.  Owner’s Consultant's review of such certificates will be for the purpose of determining that 
the results certified indicate compliance with the Contract Documents and will not constitute an independent evaluation 
that the content or procedures of such inspections, tests or approvals comply with the requirements of the Contract 
Documents.  Owner’s Consultant shall be entitled to rely on the results of such tests. 

 
13. Advise Owner on all claims between Owner and Design/Builder relating to the acceptability of the Work or 

the interpretation of the requirements of the Contract Documents pertaining to the execution and progress of the Work. 
 

14. Based on Owner’s Consultant's on-site observations as an experienced and qualified design professional and 
on review of Applications for Payment and the accompanying supporting documentation: 

 
a. Determine the amounts that Owner’s Consultant recommends Design/Builder be paid.  Such 

recommendations of payment will constitute Owner’s Consultant's representation to Owner, based on such observations 
and review, that, to the best of Owner’s Consultant's knowledge, information and belief, the Work has progressed to the 
point indicated, the quality of such Work is generally in accordance with the Contract Documents (subject to an 
evaluation of such Work as a functioning whole prior to or upon Substantial Completion, to the results of any 
subsequent tests called for in the Contract Documents and to any other qualifications stated in the recommendation), 
and the conditions precedent to Design/Builder's being entitled to such payment appear to have been fulfilled in so far 
as it is Owner’s Consultant's responsibility to observe the Work. 

 
b. By recommending any payment Owner’s Consultant shall not thereby be deemed to have represented that 

observations made by Owner’s Consultant to check the quality or quantity of Design/Builder's work as it is performed 
and furnished have been exhaustive, extended to every aspect of the Work in progress, or involved detailed inspections 
of the Work beyond the responsibilities specifically assigned to Owner’s Consultant in this Agreement and the Contract 
Documents.  Neither Owner’s Consultant's review of Design/Builder's Work for the purposes of recommending 
payments nor Owner’s Consultant's recommendation of any payment including final payment will impose on Owner’s 
Consultant responsibility to supervise, direct or control such Work or for the means, methods, techniques, sequences or 
procedures of construction or safety precautions or programs incident thereto, or Design/Builder's compliance with 
Laws or Regulations applicable to Design/Builder's furnishing and performing the Work.  Such reviews and 
recommendations will not impose responsibility on Owner’s Consultant to make any examination to ascertain how or 
for what purposes Design/Builder has used the moneys paid on account of the Contract Price, or to determine that title 
to any of the Work, materials or equipment has passed to Owner free and clear of any liens, claims, security interests or 
encumbrances, or that there may not be other matters at issue between Owner and Design/Builder that might affect the 
amount that should be paid. 

 
15. Perform or provide the following Design/Build Phase tasks or deliverables: 

 
    1. None. 
 

16. Review maintenance and operating instructions, schedules and guarantees, receive bonds, certificates or other 
evidence of insurance required by the Contract Documents, certificates of inspection, tests and approvals, and marked-
up  documents including Submittals and other data approved as provided under paragraph A.2.01.C.6 and Record 
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Drawings which are to be assembled by Design/Builder in accordance with the Contract Documents to obtain final 
payment, but the extent of such review and receipt will be limited as provided in paragraph A.2.01.C.14. 

 
17. Within a reasonable time after notice from Owner that Design/Builder considers the entire Work ready for its 

intended use, in company with Owner and Design/Builder, conduct an inspection to determine if the Work is 
substantially complete.  If Owner’s Consultant considers the Work substantially complete, Owner’s Consultant will 
recommend that the Owner issue certificate of Substantial Completion to Design/Builder. 

 
18. Provide services, other than services during the Operational Phase, in connection with any partial utilization 

of any part of the Work by Owner prior to Substantial Completion. 
 

19. Conduct a final inspection to evaluate the acceptability of the completed Work and advise Owner if the Work 
is ready for final payment.  Owner’s Consultant's advice will be based on its actual knowledge gained through the final 
inspection and prior observation. 

 
20. Provide additional or extended services during construction made necessary by (1) Work damaged by fire or 

other cause during construction, (2) a significant amount of defective, neglected or delayed Work by Design/Builder, (3) 
acceleration of the progress schedule involving services beyond normal working hours, or (4) default by 
Design/Builder. 

 
D. Post-Construction Phase—Not Applicable (Unless Authorized in Writing by the Owner) 

 
1. Provide assistance in connection with the refining and adjusting of any Project equipment or systems. 

 
2. Prepare operating, maintenance, and staffing manuals. 

 
3. Assist Owner in developing systems and procedures for control of the operation and maintenance of and 

record keeping for the Project. 
 

4. Together with Owner, visit the Project to observe any apparent defects in the completed Work, assist Owner 
in consultations and discussions with Design/Builder concerning correction of such defects, and make recommendations 
as to replacement or correction of defective Work. 

 
5. Prepare and furnish to Owner Project record Drawings showing appropriate record information based on 

Project documentation received from others. 
 

6. In company with Owner or Owner's representative, provide an inspection of the Project within one month 
before the end of the correction period to ascertain whether items of Design/Builder's Work are subject to correction. 

 
7. Perform or provide the following Operational Phase tasks or deliverables: 

 
    1. None. 
 

E. Witness Services 
 

1. Prepare to serve or serve as a consultant or witness for Owner in any litigation, arbitration, or other dispute 
resolution process related to the Project. 

 
A.2.02 Duration of Design/Build Phase 
 

A. The Design/Build Phase will commence with the execution of the Design/Build Agreement for the Project or any 
part thereof and will terminate upon advice of Owner’s Consultant concerning final payment to Design/Builder.  If the 
Project involves more than one prime contract as indicated in paragraph A.1.02.C, Design/Build Phase services may be 
rendered at different times in respect to separate prime contracts covering the Work. 
 



 

Page 8 of 8 Pages 
(Exhibit A – Owner’s Consultant’s Services) 

EJCDC D-500 Standard Form of Agreement Between Owner and Owner’s Consultant for 
Professional Services – Design/Build Project 

Copyright ©2002 National Society of Professional Engineers for EJCDC.  All rights reserved. 

A.2.03 Duration of Post-Construction Phase 
 

A. The Post-Construction Phase and other services may commence during the Design/Build Phase and, if not 
otherwise modified in this Exhibit A, will terminate one year after the date of Substantial Completion. 
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SUGGESTED FORMAT 
This is EXHIBIT B, consisting of 3 pages, referred to in and part of 
the Standard Form of Agreement between Owner and Owner’s 
Consultant for Professional Services - Design/Build Project dated 
     ,      . 

 
Initials 

Owner:        
Owner’s Consultant:        

 
Owner's Responsibilities 

 
 
ARTICLE B1 – FURTHER RESPONSIBILITIES OF OWNER 
 
B.2.01 In addition to other responsibilities of Owner as set forth in this Agreement, Owner shall: 

 
A. Provide Owner’s Consultant with all criteria and full information as to Owner's requirements for the Project, 

including design objectives and constraints, space, capacity and performance requirements, flexibility and expandability, and 
any budgetary limitations. 
 

B. Furnish copies of all design and construction standards which Owner will require to be included in the Contract 
Documents. 
 

C. Furnish copies of Owner's standard forms, conditions and related documents for Owner’s Consultant to include in 
the Proposal Documents, when applicable. 
 

D. Furnish to Owner’s Consultant any other available information pertinent to the Project including reports and data 
relative to previous designs, or investigation at or adjacent to the Site. 
 

E. Following Owner’s Consultant's assessment of initially-available Project information and data, upon Owner’s 
Consultant's request, furnish or otherwise make available such additional Project related information and data as is 
reasonably required to enable Owner’s Consultant to complete its Basic and Additional Services.  Such additional 
information or data would generally include the following:   
 

1. Property descriptions; 
 

2. Zoning, deed and other land use restrictions; 
 

3. Property, boundary, easement, right-of-way, and other special engineering surveys or data, including 
establishing relevant reference points for design and construction which in Owner's judgment are necessary to enable 
Design/Builder to proceed with the Work; 

 
4. Data prepared by or services of others, including without limitation explorations and tests of subsurface 

conditions at or contiguous to the Site, drawings of physical conditions in or relating to existing surface or subsurface 
structures at or contiguous to the Site, or hydrographic surveys, with appropriate professional interpretation thereof; 

  
5. Environmental assessments, audits, investigations and impact statements, and other relevant environmental 

or cultural studies as to the Project, the Site and adjacent areas; and 
 

6. Data or consultations as required for the Project but not otherwise identified in the Agreement or the Exhibits 
thereto. 
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F. Give prompt written notice to Owner’s Consultant whenever Owner observes or otherwise becomes aware of any 
development that affects the scope or time of performance or furnishing of Owner’s Consultant's services, or any defect or 
nonconformance in Owner’s Consultant's services or in the work of any Design/Builder. 
 

G. Furnish, as appropriate, other services or authorize Owner’s Consultant to provide required Additional Services as 
set forth in Article A2. 
 

H. Arrange for safe access to and make all provisions for Owner’s Consultant and Owner’s Consultant's 
Subconsultants to enter upon public and private property as required for Owner’s Consultant to perform services under the 
Agreement. 
 

I. Examine all alternate solutions, studies, reports, sketches, drawings, specifications, proposals and other documents 
presented by Owner’s Consultant (including obtaining advice of an attorney, insurance counselor and other consultants as 
Owner deems appropriate with respect to such examination) and render in writing timely decisions pertaining thereto. 
 

J. Provide reviews, approvals and permits from all governmental authorities having jurisdiction to approve all Phases 
of the Project designed or specified by Owner’s Consultant and such reviews, approvals and consents from others as may be 
necessary for completion of each Phase of the Project. 
 

K. Provide, as required for the Project: 
 

1. Accounting, bond and financial advisory, independent cost estimating and insurance counseling services; 
 

2. Legal services with regard to issues pertaining to the Project as Owner  requires, Design/Builder  raises, or 
Owner’s Consultant reasonably requests; 

 
3. Such auditing services as Owner requires to ascertain how or for what purpose Design/Builder has used the 

moneys paid; and 
 

4. Placement and payment for advertisement for Request for Qualifications and Request for Proposals in 
appropriate publications. 

 
L. Advise Owner’s Consultant of the identity and scope of services of any independent consultants employed by 

Owner to perform or furnish services in regard to the Project, including, but not limited to, cost estimating, project peer 
review, value engineering and constructibility review. 

 
M. Furnish to Owner’s Consultant data as to Owner's anticipated costs for services to be provided by others for Owner 

so that Owner’s Consultant may make the necessary calculations to develop and periodically adjust Owner’s Consultant's 
opinion of Total Project Costs. 

 
N. If Owner designates a construction manager, an individual or entity other than, or in addition to, Owner’s 

Consultant to represent Owner at the site, define and set forth in this Exhibit B the duties, responsibilities and limitations of 
authority of such other party and the relation thereof to the duties, responsibilities and authority of Owner’s Consultant. 

 
O. If more than one prime contract is to be awarded for work designed or specified by Owner’s Consultant, designate 

a person or entity to have authority and responsibility for coordinating the activities among the various prime contractors, and 
define and set forth the duties, responsibilities and limitations of authority of such individual or entity and the relation thereof 
to the duties, responsibilities and authority of Owner’s Consultant in an exhibit that is to be mutually agreed upon and 
attached to and made a part of this Agreement before such services begin.  

 
P. Attend the pre-proposal conference, Proposal opening, initial conferences, design and construction progress and 

other job related meetings, and Substantial Completion and final payment inspections. 
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Q. Provide, as required by the Contract Documents, engineering surveys and staking to enable Design/Builder to 
proceed with the layout of the Work, and other special field surveys. 

 
R. Provide the services of an independent testing laboratory to perform all inspections, tests and approvals of 

samples, materials and equipment required by the Contract Documents, or to evaluate the performance of materials, 
equipment and facilities of Owner, prior to their incorporation into the Contract Documents, with appropriate professional 
interpretation thereof; 

 
S. Provide inspection or monitoring services by an individual or entity other than Owner’s Consultant (and disclose 

the identity of such individual or entity to Owner’s Consultant) as Owner determines necessary  to verify:  
 

1. That Design/Builder is complying with any Laws or Regulations applicable to Design/Builder's performing 
and furnishing the Work; or 

 
2. That Design/Builder is taking all necessary precautions for safety of persons or property and complying with 

any special provisions of the Contract Documents applicable to safety. 
 

T. Provide Owner’s Consultant with the findings and reports generated by the entities providing services pursuant to 
subparagraphs B.1.01.R and S. 

 
U. Additional Owner responsibilities: 
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SUGGESTED FORMAT 
 
This is EXHIBIT C, consisting of 4 pages, referred to in and part of 
the Standard Form of Agreement between Owner and Owner’s 
Consultant for Professional Services - Design/Build Project dated 
     ,       

 
Initials 

Owner:        
Owner's Consultant:        

 
Payments to Owner's Consultant for Services and Reimbursable Expenses 

 
 

Lump Sum Method of Payment 
 
Article 4 of the Agreement is amended and supplemented to include the following agreement of the parties: 
 
ARTICLE 4 – PAYMENTS TO OWNER'S CONSULTANT  
 
C.4.01 For Basic Services 
 

A. Owner shall pay Owner’s Consultant for Basic Services set forth in Exhibit A as follows: 
 

1. A Lump Sum of $15,000.00 for Basic Services in Exhibit A allocated as follows: 
 

a. Study and Report Phase   $3,500.00 
b. Conceptual Document Phase  $11,500.00 
c. Proposal or Negotiating Phase  $11,500.00 

 
2. Owner’s Consultant may alter the distribution of compensation between individual phases to be consistent 

with services actually rendered, but shall not exceed the total Lump Sum amount unless approved in writing by Owner. 
 
3. The Lump Sum includes compensation for Owner’s Consultant's services and services of Owner’s 

Consultant's Subconsultants, if any.  Appropriate factors have been incorporated into the Lump Sum to account for 
labor, overhead, profit, and Reimbursable Expenses. 

 
4. The portion of the Lump Sum billed will be based upon Owner’s Consultant's estimate of the proportion of 

the total services actually completed during the billing period to the Lump Sum. 
 
5. The Lump Sum was determined on the basis of an orderly progression of services and  completion of the 

Proposal or Negotiating Phase within 3 months.  Should the time to complete the Work extend beyond this period, the 
Lump Sum for Owner’s Consultant's services shall be appropriately adjusted. 

 
C.4.02 For Additional Services 
 

A. Owner shall pay Owner’s Consultant for Additional Services as follows: 
 

1. For services of Owner’s Consultant's principals and employees engaged directly in the Work pursuant to 
Article A2 of Exhibit A, except services as a consultant or witness under paragraph A.2.01.E, an amount equal to the 
cumulative hours devoted to the services by each class of Owner’s Consultant's employees times hourly rates for each 
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applicable billing class for all Additional Services performed on the Work, plus Reimbursable Expenses and Owner’s 
Consultant's Subconsultants' charges, if any.  The Owner’s Consultant's Standard Hourly Rates and Reimbursable 
Expenses Schedule is attached to this Exhibit C as Appendix 1.  The total compensation for services under this 
paragraph is estimated to be $0.00 based upon Contract Times of 6 months. 

 
2. For services performed by Owner’s Consultant's employees as witnesses giving testimony in any litigation, 

arbitration or other legal or administrative proceeding under paragraph A.2.01.E, at the rate of $1,500.00 per day or any 
portion thereof (but compensation for time spent in preparing to testify in any such litigation, arbitration or proceeding 
will be on the basis provided in paragraph C.4.02.A.1).  Compensation for Owner’s Consultant's Subconsultants for 
such services will be on the basis provided in paragraph C.4.04. 

 
C.4.03 For Reimbursable Expenses 
 

A. When not included in compensation for Basic Services under paragraph C.4.01, Owner shall pay Owner’s 
Consultant for Reimbursable Expenses at the rates set forth in Appendix 1 to this Exhibit C.  Such rates are subject to annual 
adjustment on the same date as Standard Hourly rates are adjusted.  
 

B. Reimbursable Expenses include the following:  
 

1. Transportation and subsistence thereto;  
 
2. Providing and maintaining field office facilities, including furnishings and utilities;  
 
3. Subsistence and transportation of Resident Project Representatives and their assistants, if any;  
 
4. Toll telephone calls and telegrams;  
 
5. Reproduction of reports, Drawings, Specifications, Conceptual Documents, and similar Work-related items 

in addition to those required by Exhibit A, and,  
 
6. If authorized in advance by Owner,  

 
a. Overtime work requiring higher than regular rates.  
 
b. Expenses incurred for the use of other specialized equipment. 

 
C. The amounts payable to Owner’s Consultant for Reimbursable Expenses will be the work-related internal 

expenses actually incurred or allocated by Owner’s Consultant, plus all invoiced external Reimbursable Expenses allocable to 
the services, the latter multiplied by a factor of 1.15. 
 
C.4.04 Standard Hourly Rates 
 

A. Standard Hourly Rates are set forth in Appendix 1 to this Exhibit C and include salaries and wages paid to 
personnel in each billing class plus the cost of customary and statutory benefits, general and administrative overhead, non-
project operating costs, and operating margin or profit. 

 
B. The Standard Hourly rates will be adjusted annually (as of January 1) to reflect equitable changes in the 

compensation payable to Owner’s Consultant. 
 

C.4.05 For Owner’s Consultant's Subconsultant's Charges 
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A. Whenever compensation to Owner’s Consultant herein is stated to include charges of Owner’s Consultant's 
Subconsultants, those charges to Owner shall be the amounts billed to Owner’s Consultant times a factor of 1.15. 
 
C.4.06 Other Payment Provisions 
 

A. Progress Payments.  The portion of the amounts billed for Owner’s Consultant for services identified in 
paragraph C.4.02, will be billed based on the cumulative hours charged to the Project for such services during the billing 
period by each class of Owner’s Consultant's employees, times the Standard Hourly Rate for each such employee class, plus 
Reimbursable Expenses and Owner’s Consultant's Subconsultants' charges, if any.   

 
B. Estimated Compensation Amounts 

 
1. Owner’s Consultant's estimate of the amounts that will become payable for Additional Services are only 

estimates for planning purposes, are not binding on the parties, and are not the minimum or maximum amounts payable 
to Owner’s Consultant under the Agreement.  Notwithstanding the fact that the estimated amounts for Additional 
Services are exceeded, Owner’s Consultant shall receive appropriate compensation based on the Standard Hourly Rates 
method for all Additional Services furnished or performed under this Agreement. 

 
2. When estimated compensation amounts have been stated herein and it subsequently becomes apparent to 

Owner’s Consultant that a compensation amount thus estimated will be exceeded, Owner’s Consultant shall give Owner 
written notice thereof.  Promptly thereafter Owner and Owner’s Consultant shall review the matter of services 
remaining to be performed and compensation for such services.  Owner shall either agree to such compensation 
exceeding said estimated amount or Owner and Owner’s Consultant shall agree to a reduction in the remaining services 
to be rendered by Owner’s Consultant, so that total compensation for such services will not exceed said estimated 
amount when such services are completed.  If Owner’s Consultant exceeds the estimated amount before Owner and 
Owner’s Consultant have agreed to an increase in the compensation due Owner’s Consultant or a reduction in the 
remaining services, Owner’s Consultant shall be paid for all services rendered hereunder. 
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This is Appendix 1 to EXHIBIT C, consisting of 1 page, referred to in 
and part of the Agreement Between Owner and Engineer for 
Professional Services dated      . 

Standard Hourly Rates Schedule 
 

A. Standard Hourly Rates 

1. Standard Hourly Rates are set forth in this Appendix 2 to this Exhibit C and include salaries and wages paid to 
personnel in each billing class plus the cost of customary and statutory benefits, general and administrative 
overhead, non-project operating costs, and operating margin or profit. 

2. The Standard Hourly Rates will be adjusted annually (as of     ) to reflect equitable changes in the 
compensation payable to Engineer. 

3. The Standard Hourly Rates apply only as specified in Article C.4.02.A. 

B. Schedule 

Hourly rates for services performed on or after the date of Agreement are: 

Principal IV $175.00 
Principal III 175.00 
Principal II 169.00 
Associate I 102.00 
Engineer VI 151.00 
Engineer V 134.00 
Engineer IV 128.00 
Engineer II 97.00 
Engineer I 80.00 
Landscape Architect 108.00 
Designer/Planner IV 96.00 
Designer/Planner III 79.00 
Designer/Planner II 76.00 
Engineering Tech I 42.00 
Inspector II 68.00 
Draftsman III 68.00 
Acct./Econ III 136.00 
Acct./Econ. II 86.00 
Admin. Assist. III 76.00 
Admin. Assist. II 53.00 
Admin. Assist. I 44.00 
Secretary III 61.00 

 
C. Reimbursable expenses are $0.565/mile for company vehicles. Meals and lodging are at cost. 
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This is EXHIBIT D, consisting of 4 pages, referred to in and part of 
the Standard Form of Agreement between Owner and Owner’s 
Consultant for Professional Services - Design/Build Project dated 
     ,      . 

 
Initials 

Owner:        
Owner’s Consultant:        

 
Duties, Responsibilities and Limitations of Authority of Resident Project Representative  
 
ARTICLE D1 – RESIDENT PROJECT REPRESENTATIVE—For Reference Only 
 
The Consultant will not furnish a Resident Project Representative unless authorized in writing by the Owner. 
 
D1.01 General 
 

A. Owner’s Consultant shall furnish a Resident Project Representative ("RPR"), assistants and other field staff to 
assist Owner’s Consultant in observing the progress and quality of the Construction of Design/Builder.  The RPR, assistants 
and other field staff under this Exhibit D shall provide [full] [part] time representation] set forth in this Exhibit D.  

 
B. Through observations of Construction in progress and field checks of materials and equipment by the RPR and 

assistants, Owner’s Consultant shall endeavor to provide further protection for Owner against defects and deficiencies in the 
Construction of Design/Builder.  However, Owner’s Consultant shall not, during such visits or as a result of such 
observations of Design/Builder's construction in progress, supervise, direct, or have control over the Construction nor shall 
Owner’s Consultant have authority over or responsibility for the means, methods, techniques, sequences or procedures 
selected by Design/Builder, for safety precautions and programs incident to the Construction of Design/Builder, for any 
failure of Design/Builder to comply with laws, rules, regulations, ordinances, codes or orders applicable to Design/Builder's 
performing and furnishing the Construction, or responsibility of construction for Design/Builder's failure to furnish and 
perform the Construction in accordance with the Contract Documents.  In addition, the specific limitations set forth in section 
A.2.01.C.8 of Exhibit A of the Agreement are applicable. 
 
D.1.02 Duties, Responsibilities and Role 
 

A. RPR is Owner’s Consultant's agent at the Site, and will act as directed by and under the supervision of Owner’s 
Consultant, and will confer with Owner’s Consultant regarding RPR's actions.  RPR's dealings in matters pertaining to the 
on-Site construction shall in general be with Owner’s Consultant and Design/Builder, keeping Owner advised as necessary.  
RPR's dealings with subcontractors shall only be through or with the full knowledge and approval of Design/Builder.  RPR 
shall generally communicate with Owner with the knowledge of and under the direction of Owner’s Consultant. 

 
B. RPR shall have the following specific duties and responsibilities. 
 

1. Schedules.  Review the progress schedule, schedule of Submittals, schedule of values, and cash flow curves 
prepared by Design/Builder and consult with Owner’s Consultant concerning acceptability. 

 
2. Conferences and Meetings.  Attend meetings with Design/Builder, such as initial conferences, progress 

meetings, job conferences and other project-related meetings, and prepare and circulate copies of minutes thereof. 
 
3. Liaison. 
 
a. Serve as Owner’s Consultant's liaison with Design/Builder and Owner at the Site, working principally 

through Design/Builder's superintendent, assist in understanding the intent of Contract Documents.  
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b. Assist in obtaining from Owner additional details or information, when required for proper execution of the 

Construction. 
 

4. Submittals. 
 

a. Record date of receipt of Submittals if they are to be received at the Site by RPR. 
 
b. Receive Submittals which are furnished at the Site by Design/Builder, and notify Owner of availability of 

Submittals for examination by Owner. 
 
c. Advise Owner and Design/Builder of the commencement of any Construction requiring a Submittal for 

which RPR believes that the Submittal has not been approved by Owner. 
 
5. Review of Construction, Rejection of Defective Construction; Inspections and Tests. 

 
a. Conduct on-Site observations of the Construction in progress to assist Owner’s Consultant in determining if 

the Construction is in general proceeding in accordance with the Contract Documents. 
 
b. Report to Owner’s Consultant whenever RPR believes that any Construction will not produce a completed 

Project that conforms generally to the Contract Documents or will prejudice the integrity of the design concept of the 
completed Project as a functioning whole as indicated in the Contract Documents, or has been damaged, or does not 
meet the requirements of any inspection, test or approval required to be made; and advise Owner’s Consultant of 
Construction that RPR believes should be corrected or rejected or should be uncovered for observation, or requires 
special testing, inspection or approval. 

 
c. Verify that tests, equipment and systems startups and operating and maintenance training are conducted in 

the presence of appropriate personnel, and that Design/Builder maintains adequate records thereof; and observe, record 
and report to Owner’s Consultant appropriate details relative to the test procedures and startups. 

 
d. Accompany visiting inspectors representing public or other agencies having jurisdiction over the Project, 

record the results of these inspections and report to Owner’s Consultant. 
 

6. Interpretation of Contract Documents.  Report to Owner’s Consultant when clarifications and interpretations 
of the Contract Documents are needed and transmit to Design/Builder clarifications and interpretations as issued by 
Owner. 

 
7. Modifications.  Consider and evaluate Design/Builder's suggestions for modifications in Drawings or 

Specifications and report RPR's recommendations to Owner’s Consultant. 
 

8. Records. 
 
a. Maintain at the Site orderly files for correspondence, reports of job conferences, reproductions of original 

Contract Documents including all work Change Directives, Addenda, Change Orders, Field Orders, Drawings and 
Specifications issued subsequent to the execution of the Contract, Owner's clarifications and interpretations of the 
Contract Documents, progress reports, Submittals received from and delivered to Design/Builder and other Project 
related documents. 

 
b. Prepare a daily report or keep a diary or log book, recording Design/Builder's hours on the Site, weather 

conditions, data relative to questions of Work Change Directives, Change Orders, Hazardous Environmental 
Conditions, or changed conditions, list of Site visitors, daily activities, decisions, observations in general, and specific 
observations in more detail as in the case of observing test procedures; and send copies to Owner’s Consultant. 
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c. Record names, addresses and telephone numbers of Design/Builder, all subcontractors and major suppliers of 
materials and equipment. 

 
d. Maintain records for use in preparing Project documentation. 
 
e. Upon completion of Design/Build Phase, furnish original set of all RPR Project documentation to Owner’s 

Consultant. 
 

9. Reports. 
 
a. Furnish to Owner’s Consultant periodic reports as required of progress of the Construction and of 

Design/Builder's compliance with the progress schedule and schedule of Submittals. 
 
b. Furnish to Owner’s Consultant copies of all tests, inspections or system start up of important phases of the 

Construction. 
 
c. Assist Owner’s Consultant in drafting proposed Change Orders and Work Change Directives and obtain 

backup material from Design/Builder. 
 
d. Report immediately to Owner’s Consultant the occurrence of any accidents on or adjacent to the Site, any 

Hazardous Environmental Conditions, emergencies, or acts of God endangering the Work, and property damaged by 
fire or other causes. 

 
10. Payment Requests.  Review Applications for Payment with Design/Builder for compliance with the 

established procedure for their submission and forward with recommendations to Owner, noting particularly the 
relationship of the payment requested to the schedule of values, Construction completed, and materials and equipment 
delivered at the Site but not incorporated in the Construction. 

 
11. Certificates, Maintenance and Operation Manuals.  During the course of the Construction, verify that 

certificates, maintenance and operation manuals and other data required to be assembled and furnished by 
Design/Builder are applicable to the items actually installed and in accordance with the Contract Documents, and have 
this material delivered to Owner’s Consultant for review and forwarding to Owner prior to final payment for the 
Construction. 

 
12. Completion. 
 
a. Before Owner issues a Certificate of Substantial Completion, submit to Design/Builder a list of observed 

items requiring completion or correction. 
 
b. Observe whether Design/Builder has had performed inspections required by laws, rules, regulations, 

ordinances, codes, or orders applicable to the Construction, including but not limited to those to be performed by public 
agencies having jurisdiction over the Construction. 

 
c. Participate in a final inspection in the company of Owner’s Consultant, Owner and Design/Builder and 

prepare a final list of items to be completed or corrected. 
 
d. Observe whether all items on final list have been completed or corrected and make recommendations to 

Owner’s Consultant concerning acceptance and issuance of the Notice of Acceptability of the Construction. 
 

C. Resident Project Representative shall not: 
 

1. Authorize any deviation from the Contract Documents or substitution of materials or equipment unless 
authorized by Owner; 
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2. Exceed limitations of Owner’s Consultant's authority as set forth in the Agreement or the Contract 

Documents; 
 
3. Undertake any of the responsibilities of Design/Builder, subcontractors, suppliers, or Design/Builder's 

superintendent; 
 
4. Advise on, issue directions relative to or assume control over any aspect of the means, methods, techniques, 

sequences or procedures of Construction; 
 
5. Advise on, issue directions regarding, or assume control over safety precautions and programs in connection 

with the Construction; 
 
6. Accept Submittals from anyone other than Design/Builder; 
 
7. Authorize Owner to occupy the Project in whole or in part; or 
 
8. Participate in specialized field or laboratory tests or inspections conducted by others except as specifically 

authorized by Owner’s Consultant. 
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This is EXHIBIT E, consisting of 2 pages, referred to in and part of 
the Standard Form of Agreement between Owner and Owner’s 
Consultant for Professional Services - Design/Build Project dated 
     ,      . 

 
Initials 

Owner:        
Owner's Consultant:        

 
Insurance  
 
Paragraph 6.04 of the Agreement is amended and supplemented to include the following agreement of the parties: 
 
E.6.04 Insurance 
 
The limits of liability for the insurance required by paragraph 6.04 of the Agreement are as follows: 
 

A. By Owner's Consultant: 
 
1. Workers' Compensation:     Statutory 

 
2. Employer's Liability  –  

1) Each Accident:    $2,000,000.00 
2) Disease, Policy Limit:   $2,000,000.00 
3) Disease, Each Employee:   $2,000,000.00 

   3. General Liability  –  
1) General Aggregate:   $2,000,000.00 
2) Each Occurrence (Bodily Injury and 
 Property Damage):   $1,000,000.00 

 
4. Excess Umbrella Liability  –    

1) Each Occurrence:    $      
2) General Aggregate:   $      
 

5. Automobile Liability  –  
1) Bodily Injury: 
 a)  Each Person    $      

 b)  Each Accident   $      
 

2) Property Damage 
 a)  Each Accident    $      

  
[or] 

 
1) Combined Single Limit 
 (Bodily Injury and Property Damage): 

 a)  Each Accident   $1,000,000.00 
  

6. Professional Liability Insurance   $1,000,000.00 
 

7. Other (specify):     $      
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B. By Owner: 

 
1. General Liability:     $      
 
2. Property Damage Liability Insurance:  $      
 
3. Property Insurance:    $      
 
4. Other (specify):     $      
 
5. Additional Insureds.  The following individuals or entities are to be listed on Owner's policies of insurance 

as additional insureds as provided in paragraph 6.04.B of the Agreement: 
 
 Bell Engineering 
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This is EXHIBIT F, consisting of 1 page, referred to in and part of 
the Standard Form of Agreement between Owner and Owner’s 
Consultant for Professional Services - Design/Build Project dated 
           . 

 
Initials 

Owner:        
Owner’s Consultant:        

 
Dispute Resolution  
 
Paragraph 6.08 of the Agreement is amended and supplemented to include the following agreement of the parties: 
 
F.6.08 Dispute Resolution 
 

A. Owner and Owner’s Consultant agree that they shall submit any and all unsettled claims, counterclaims, disputes 
and other matters in question between them arising out of or relating to this Agreement or the breach thereof ("disputes"), to 
mediation by a mutually agreed upon mediator. 

 
B. All disputes between Owner and Owner’s Consultant not resolved under paragraph F.6.08.A will be decided by 

arbitration in accordance with the rules of an arbitration service agreed upon by both parties in effect on the Effective Date of 
the Agreement, subject to the limitations and restrictions stated in paragraph F.6.08.B.2 below.  The mediator of any dispute 
submitted to mediation under this Agreement shall not serve as arbitrator of such dispute unless otherwise agreed.  This 
agreement so to arbitrate and any other agreement or consent to arbitrate entered into in accordance herewith as provided in 
this paragraph F.6.08 will be specifically enforceable under the prevailing law of any court having jurisdiction. 
 

1. Notice of the demand for arbitration must be filed in writing with the other party to the Agreement and with 
the other party’s insurance carrier.  The demand must be made within a reasonable time after the claim, dispute or other 
matter in question has arisen.  In no event may the demand for arbitration be made after the date when institution of 
legal or equitable proceedings based on such claim, dispute or other matter in question would be barred by the 
applicable statute of limitations. 

 
2. No arbitration arising out of or relating to this Agreement will include by consolidation, joinder or in any 

other manner any other person or entity who is not a party to this Agreement. 
 

C. All demands for arbitration and all answering statements thereto which include any monetary claim must contain a 
statement that the total sum or value in controversy as alleged by the party making such demand or answering statement is 
not more than $200,000.00 (exclusive of interest and costs).  The arbitrators will not have jurisdiction, power or authority to 
consider, or make findings (except in denial of their own jurisdiction) concerning any claim, counterclaim, dispute or other 
matter in question where the amount in controversy of any such claim, counterclaim, dispute or matter is more than 
$200,000.00 (exclusive of interest and costs), or to render a monetary award in response thereto against any party which 
totals more than $200,000.00 (exclusive of interest and costs). 
 

D. By written consent signed by all the parties to this Agreement and containing a specific reference hereto, the 
limitations and restrictions contained in paragraph F.6.08.B.2 and F.6.08.C may be waived in whole or in part as to any 
claim, counterclaim, dispute or other matter specifically described in such consent.  No consent to arbitration in respect of a 
specifically described claim, counterclaim, dispute or other matter in question will constitute consent to arbitrate any other 
claim, counterclaim, dispute or other matter in question which is not specifically described in such consent or in which the 
sum or value in controversy exceeds $200,000.00 (exclusive of interest and costs) or which is with any party not specifically 
described therein. 
 

E. The award rendered by the arbitrators will be final and binding, and judgment may be entered upon it in any court 
having jurisdiction thereof. 
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This is EXHIBIT G, consisting of 2 pages, referred to in and part of 
the Standard Form of Agreement between Owner and Owner’s 
Consultant for Professional Services - Design/Build Project 
dated     ,      . 

 
Initials 

Owner:        
Owner’s Consultant:        

Allocation of Risks  
 
Paragraph 6.10 of the Agreement is amended and supplemented to include the following agreement of the parties: 
 
G.6.10.D  Limitation of Owner’s Consultant’s Liability 
 

1. Owner’s Consultant's Liability Limited to Amount of Owner’s Consultant's Compensation 
 

Notwithstanding any other provision of this Agreement, and to the fullest extent permitted by law, Owner and 
Owner’s Consultant agree, as between them, that the total aggregate liability of Owner’s Consultant and its officers, 
directors, partners, employees, agents, Subcontractors, and Suppliers, to Owner and all third parties for any and all 
injuries, claims, losses, costs, damages or expenses whatsoever, including attorneys’ fees, arising out of the Project or 
the Agreement from any cause or causes will not exceed the total compensation received by Owner’s Consultant 
under this Agreement.  Such cause or causes include, but are not limited to negligence, errors, omissions, strict 
liability, breach of contract or breach of warranty of Owner’s Consultant or its officers, directors, partners, 
employees, agents, Subcontractors or Suppliers. 
 

1. Owner’s Consultant's Liability Limited to Amount of Insurance Proceeds 
 

Notwithstanding any other provision of this Agreement, and to the fullest extent permitted by law, Owner and 
Owner’s Consultant agree, as between them, that the total aggregate liability of Owner’s Consultant and its officers, 
directors, partners, employees, agents, Subcontractors, and Suppliers, to Owner and all third parties for any and all 
injuries, claims, losses, costs, damages or expenses whatsoever, including attorneys’ fees, arising out of the Project or 
the Agreement from any cause or causes (collectively "Claims") shall not exceed the total available insurance 
proceeds paid on behalf of or to Owner’s Consultant by Owner’s Consultant’s insurers in settlement or satisfaction of 
any such Claims under the terms and conditions of Owner’s Consultant’s applicable insurance policies.  For purposes 
of this provision, "total available insurance proceeds" for each Claim means any limits under the applicable Owner’s 
Consultant’s insurance policy that remains at the time of settlement or satisfaction of the Claims, which will not 
exceed in any event the limits set forth in the Contract Documents, less any settlement or satisfaction of all previously 
resolved Claims and any fees, costs and expenses of investigation, claims adjustment, defense and appeal incurred up 
to the time of settlement or satisfaction of all Claims. 
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1. Owner’s Consultant's Liability Limited to the Sum of $      

  
Notwithstanding any other provision of this Agreement, and to the fullest extent permitted by law, Owner and 

Owner’s Consultant agree, as between them, that the total aggregate liability, of Owner’s Consultant and its officers, 
directors, partners, employees, agents, Subcontractors, and Suppliers, to Owner and all third parties for any and all 
injuries, claims, losses, costs, damages or expenses (including attorneys’ fees) whatsoever arising out of the Project or 
the Agreement from any cause or causes including but not limited to the negligence, professional errors or omissions, 
strict liability or breach of contract, or breach of warranty express or implied of Owner’s Consultant or Owner’s 
Consultant’s officers, directors, partners, employees, agents, or Owner Consultant’s, or any of them. 

 
2. Exclusion of Special, Incidental, Indirect and Consequential Damages  

 
To the fullest extent permitted by law, and not withstanding any other provision in the Agreement, Owner’s 

Consultant and Owner’s Consultant's officers, directors, partners, employees, agents and Owner’s Consultant's 
Subconsultants shall not be liable to Owner or anyone claiming by, through or under Owner for any special, 
incidental, indirect or consequential damages whatsoever, arising out of, resulting from or in any way related to the 
Project or the Agreement from any cause or causes, including but not limited to any such damages caused by the 
negligence, professional errors or omissions, strict liability, breach of contract or breach of warranty express or 
implied of Owner’s Consultant or Owner’s Consultant's officers, directors, partners, employees, agents or Owner’s 
Consultant's Subconsultants, or any of them, and including but not limited to: 
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SUGGESTED FORMAT 
(for use with D-500, 2002 Edition) 

 
This is EXHIBIT H, consisting of 1 page, referred to in and part of 
the Standard Form of Agreement between Owner and Owner’s 
Consultant for Professional Services - Design/Build Project 
dated     ,      . 

 
Initials 

Owner:        
Owner's Consultant        

 
Special Provisions 
 
 
H.1.01 Article(s)       of the Agreement is/are amended to include the following agreement(s) of the parties: 
 
1. Amendments to this Agreement have been accomplished by striking through the standard language to be deleted and 
underling the language to be added. 



Herrick Company, Inc. 

December 23, 2014 

Mr. James R. Leonard 
Regional Manager 
Water Service Corporation of KY 
102 Water Plant Road 
Middlesboro, KY 40965 

1385 Tracy Road 
Lawrenceburg, KY 40342 

Phone: 502-839-3484 
Fax: 502-839-0939 
hci@dcr.net 

RE: Middlesboro Water Treatment Facility Improvements 
Request for Proposal Opening: December 23, 2014 

Dear Mr. Leonard: 

Per our conversation today, Herrick Company, Inc. is offering a $5,00o.oo deduction on our 
submitted proposal price. This deduction makes our proposal price the following: 

Three hundred twenty-five thousand, five hundred ten dollars or $325,510.00 

Herrick Company, Inc. is able to offer this deduct because we received a lower price on the JMS / Mega­
SETTLER System. Mr. Gary Lubin of Henry P. Thompson, Inc. was calling me at the same time I was 
emailing you with our proposal. Mr. Lubin stated that he was giving Herrick Company a better price in 
an effort to make our proposal more favorable. The factors influencing HCI's decision to use JMS, 
outlined below, remain the same. 

• HCI used JMS in our $325,510.00 price. This is a fast-paced job and we felt more comfortable 
with JMS. JMS committed to having material on-site by May 1, 2015 if they get a Purchase 
Order by January 2, 2015. 

• HCI did not get a firm commitment from MRI regarding delivery. MRI said they most 
probably could have material around May 5, 2015, but could not commit. 

• Roberts Water Technologies said they did not have time to prepare bid documents per specs. 
Furthermore, we are not certain they included the diversion baffles. 

In order to have material on-site by May 1, 2015, HCI must have Notice of Award by January 1, 2015. If 
this date is not met, the May 15, 2015 substantial completion date cannot be met. Material must be on­
site by May 1, 2015 in order to be substantially complete by May 15, 2015. 

In summary, JMS is the only vendor who committed to meeting the May 1, 2015 date for 
having material on-site. Please call us with any questions. 

Thank you for inviting us to prepare a proposal for this project. 

Sincerely, 

~~-~ 
Donna S. Herrick 
CEO 
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RFP-1 

SECTION 00010 

REQUEST FOR PROPOSAL 
MIDDLESBORO WATER TREATMENT FACILITY IMPROVEMENTS 

WATER SERVICE CORPORATION OF KENTUCKY 

DEFINED TERMS 

1.01 Tenns used in this Request for Proposal which are defined in the Standard General Conditions of the Contract 
Between Owner and Design/Builder, EJCDC Document D-700 (2000 Edition), have the meanings assigned to them 
there. Certain additional tenns used in this Request for Proposals have the 1neanings indicated below. 

A. Proposal Documents - The Adve1tise111ent or Invitation, Request for Proposal, Proposal Forni~ and the 
proposed Contract Docu111ents (including all Addenda issued prior to acceptance of Proposals). 

B. Proposer - One who sub1nits a Proposal directly to Owner. 

C. Successful Proposer - The Proposer to who1n Owner (on the basis of Owner's evaluation as hereinafter 
provided) n1akes an award. 

D. Technical Exhibits~Docu1nents prepared by Design/Builder which den1onstrate the Proposer's plan for 
1neeting the Owner's require1nents as set forth in the Conceptual Docu1nents. 

RFP-2 COPIES OF PROPOSAL DOCUMENTS 

2.01 Obtaining and Use of Proposal Docu111ents 

A. Co1nplete sets of the Proposal Docu1nents for the deposit sun1 of$100.00 n1ay be obtained fro111 the Owner 
at the following address: I 02 Water Plant Road, Middlesboro, Kentucky 40965. The deposit will be refunded to each 
docu1nent holder of record who returns a co1nplete set of Proposal Docun1ents in good condition within 60 days after 
receipt of Proposals. 

B. Co1nplete sets of Proposal Docu1nents n1ust be used in preparing Proposals. Neither Owner nor Owner's 
Consultant (if any) assu1ne any responsibility for errors or 1nisinterpretations resulting fi·on1 the use of inco1nplete sets 
of Proposal Docu111ents. 

C. Copies of Proposal Docu1nents available on the above tenns are only for the purpose of obtaining Proposals 
for the Work and do not confer a license or grant to Proposers for any other use. 

2.02 Identification of Conceptual Docu1nents 

A. Conceptual Docu111ents are identified and listed as follows: Contract Docu1nents for Contract 614-14-01 by 
Bell Engineering. 

RFP-3 QUALIFICATIONS OF PROPOSERS 

3.01 Proposer's Qualifications 

A. To den1onstrate qualifications to perfonn the Work, each Proposer n1ust subtnit with the Proposal written 
evidence, such as financial data, previous experience, present con11nit1nents, and other such data as 1nay be called for 
belo\¥ or in attachn1ents listed in RFP-14. Each Proposal 111ust contain evidence of Proposer's qualification to do 
business in the state where the Project is located or covenant to obtain such qualification prior to award of the contract. 

B. Nothing indicated here shall prejudice the right of Owner to seek additional pertinent infonnation. 
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3.02 Designation of Engineer 

A. 'fhe individual or entity that will be providing Design Professional Services shall be listed in the Proposal. 
For each entity furnish the na1nes, titles, their role in the Project, and qualifications of the key individuals that will be 
providing design professional services. 

RFP-4 EXAMINATION OF CONTRACT DOCUMENTS AND SITE 

4.01 Proposer's Responsibilities 

A. It is the responsibility of each Proposer before subn1itting a Proposal to: 

I. Exatnine and carefully study the Proposal Docu1nents and other related data identified in the Proposal 
Docu1nents; 

2. Visit the Site to beco111e fa1niliar with and satisfy Proposer as to the general, local and Site conditions 
that 111ay affect cost, progress, perfonnance or furnishing of the Work. Site visits shall be coordinated through Ja1nes 
Leonard, Regional Manager, phone: 606/248-2306. 

3. Becon1e fa1niliar with and satisfy Proposer as to all federal, state and local Laws and Regulations that 
111ay affect cost, progress, perfonnance or furnishing of the Work; 

4. Study and carefully correlate Proposer's knowledge and observations with the Contract Docu111ents 
and such other related data; and 

5. Pro1nptly notify Owner of all conflicts, errors, a1nbiguities, or discrepancies which Proposer has 
discovered in the Proposal Docu1nents. 

4.02 Reports of Subsurface Conditions 

A. No subsurface reports are available. 

4.03 Site Conditions 

A. Before sub1nitting a Proposal each Proposer will be responsible to obtain such additional or supple1nentary 
exa1ninations, investigations, explorations, tests, studies and data concerning conditions (surface, subsurface and 
underground facilities) at or contiguous to the Site or otherwise, which 1nay affect cost, progress, perfonnance or 
furnishing of the \Vork or which relate to any aspect of the 1neans, 1nethods, techniques, sequences or procedures of 
construction to be e1nployed by Proposer and safety precautions and progra1ns incident thereto or which Proposer 
dee1ns necessary to prepare its Proposal for perfonning and furnishing the Work in accordance with the time, price and 
other tenns and conditions of the Contract Docu1nents. 

4.04 Proposer's Access to the Site 

A. On request, Owner will provide each Proposer access to the Site to conduct such exaininations, 
investigations, explorations, tests and studies as each Proposer dee1ns necessary for sub111ission of a Proposal. Proposer 
111ust fill all holes and clean up and restore the Site to its fonner conditions upon con1pletion of such explorations, 
investigations, tests and studies. 

4.05 Work at the Site by Others 

A. Reference is n1ade to the Supple1nentary Conditions for the identification of the general nature of work that 
is to be perforn1ed at the Site by Owner or others (such as utilities) that relates to the Work for which a Proposal is to be 
sub111itted. On request, O\vner will provide to each Proposer for exainination access to or copies of Contract 
Docu1nents (other than portions thereof related to price) for such work. 

2 
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4.06 1-Iazardous Environ111ental Condition 

A. The provisions of Paragraphs 4.01through4.05 above do not apply to Hazardous Environ1nental Conditions 
covered by Paragraph 4.04 of the General Conditions. 

RFP-5 PRE-PROPOSAL CONFERENCE 

5.01 No pre-Proposal conference will be held for this Project. 

RFP-6 SITE AND OTHER AREAS 

6.01 The Site is identified in the Proposal Docu1nents. All additional lands and access thereto required for te1nporaty 
construction facilities, construction equip1nent or storage of1naterials and equip1nent to be incorporated in the Work are 
to be obtained and paid for by Design/Builder. Easen1ents for pennanent structures or pennanent changes in existing 
fiicilities are to be obtained and paid for by Owner unless otherwise provided in the Proposal Docu111ents. 

RFP-7 INTERPRETATIONS AND ADDENDA 

7.01 All questions about the 1neaning or intent of the Proposal Docu1nents are to be directed to Owner in writing. Send 
questions to the attention of Ja111es Leonard at JRLeonard@Uiwater.co111. Interpretations or clarifications considered 
necessary by Owner in response to such questions will be issued by Addenda 111ailed or delivered to all parties recorded 
by Owner as having received the Proposal Docu111ents. Questions received less than 5 business days prior to the date 
for opening of Proposals 111ay not be answered. Only questions answered by fonnal written Addenda will be binding. 
Oral and other interpretations or clarifications will be without legal effect. 

7 .02 Addenda 1nay be issued to clarify, correct, or change the Proposal Docu1nents as dee1ned advisable by Owner. 

RFP-8 PROPOSAL SECURITY 

8.01 Proposal security is not required. 

RFP-9 CONTRACT TIMES 

9.01 The number of days within which, or the dates by which, the Work is to be (a) Substantially Completed and 
(b) completed and ready for final payment are set forth in the Agreement. 

RFP-10 LIQUIDATED DAMAGES 

10.01 Provisions for liquidated da1nages, if any, are set fo1ih in the Agree1nent. 

RFP-11 TECHNICAL EXHIBITS REQUIRED WITH PROPOSAL 

11.0 l Proposers shall sub1nit with their proposals the technical exhibits listed in Section P~6 of the Proposal Forn1. 

RFP-12 PREPARATION OF PROPOSAL 

12.01 The Proposal Fann is included with the Proposal Docu1nents. Additional copies nlay be obtained from 
Owner. 

12.02 All blanks on the Proposal Form must be completed by printing in black ink or by typewriter and the 
Proposal signed. 
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A. A Proposal by a corporation 1nust be executed in the corporate na1ne by a corporate officer acco111panied by 
evidence of authority to sign. The corporate seal 111ust be affixed and attested by the secretary or an assistant secretary. 
The corporate address and state of incorporation 1nust be shown below the signature. 

B. A Proposal by partnerships shall be executed in the partnership name and signed by a partner (whose title 
1nust appear under the signature), acco1npanied by evidence of authority to sign. The official address of the partnership 
shall be shown below the signature. 

C. A Proposal by lhnited liability co1npany shall be executed in the name of the finn by a 1nember 
acco1npanied by evidence of authority to sign. The state of fonnation of the finn and the official address of the finn 
shall be sho~'n below the signature. 

D. A Proposal by an individual shall show the Proposer's na1ne and official address. 

E. A Proposal by a joint venture shall be executed by each joint venturer in the 1nanner indicated on the 
Proposal Fonn. The official address of the joint venture shall be shown below the signatures. 

12.04 All na1nes 1nust be typed or printed in black ink below the signature. 

12.05 The Proposal shall contain an acknowledge111ent of receipt of all Addenda, the nun1bers of which 1nust be 
filled in on the Proposal Fonn. 

12.06 The address and telephone nu1nber for con11nunications regarding the Proposal 1nust be shown. 

12.07 The Proposal shall contain evidence of Proposer's authority to do business in the state where the Project is 
located or covenant to obtain such qualification prior to award of the Contract. Proposer's state contractor license 
nu1nber for the state of the Project and professional engineering registration numbers 1nust also be shown if required. 

RFP-13 PROPOSAL PRICE 

13.0l ___ Lump Sum 

A. Proposers shall sub1nit a Proposal on a lu1np sun1 basis as set forth in the Proposal Fonn. 

13.02 'fhe Proposal price shall include such a1nounts as the Proposer deen1s proper for overhead and profit on 
account of cash allowances, if any, na111ed in the Contract Docun1ents as provided in paragraph 10.02 of the General 
Conditions. 

RFP-14 SUBMITTAL OF PROPOSALS 

14.01 Each prospective Proposer is furnished one copy of the Proposal Docu111ents with one separate unbound 
copy of the Proposal Form. No Proposal security is required. The unbound copy of the Proposal Form is to be 
completed and submitted with the following data: 

A. Proposer's Qualifications Statement, Section 00420 
B. Supple1nental lnforn1ation 
c. 

14.02 Proposals shall be sub1nitted no later than the following tilne and at the following place: 

4 

10:00 a.m December 23, 2014 

102 Water Plant Road, Middlesboro, Kentucky 40965 

EJCDC D~OOl Guide to Use of EJCDC Design/Build Documents 
Copyright ©2002 National Society of Professional Engineers for EJCDC 



614-14-01 (2114) 

14.03 Proposals shall be enclosed in an opaque sealed envelope or box, tnarked with the Project title and naine and 
address of Proposer and acco1npanied by the Proposal security and other required docun1ents. If the Proposal is sent 
through the n1ai! or other delivery systen1 the sealed envelope or box shall be enclosed in a separate envelope or box 
with the notation "PROPOSAL ENCLOSED" on the face of it. Such Proposals shall be addressed to: 

Mr. James R. Leonard, Regional Manager, 102 Water Plant Road, Middlesboro, Kentucky 40965 

RFP-15 MODIFICATION AND WITHDRAW AL OF PROPOSAL 

15.01 A Proposal 111ay be 111odified or withdrawn by an appropriate docu111ent duly executed in the 1nanner that a 
Proposal 111ust be executed and delivered to the place where the Proposals are to be subn1itted prior to the date and tin1e 
for the opening of the Proposals. 

15.02 If within 24 hours after Proposals are opened any Proposer files a duly signed written notice with Owner and 
pron1ptly thereafter de1nonstrates to the reasonable satisfaction of Owner that there was a 1naterial and substantial 
1nistake in the preparation of its Proposal, that Proposer 1nay withdraw its Proposal, and the Proposal security will be 
returned. Thereafter, if the Work is rebid, that Proposer will be disqualified fro1n further consideration of being 
awarded the Contract. 

RFP-16 OPENING OF PROPOSALS 

I6.0l Proposals will be opened privately. An abstract of the amounts of the base Proposals (and major alternates, 
if any), will be made available to Proposers after the opening of Proposals. 

RFP-17 PROPOSALS TO REMAIN SUBJECT TO ACCEPTANCE 

17.01 All Proposals will ren1ain subject to acceptance for the period of time stated in the Proposal Form, but 
Owner n1ay, in its sole discretion, release any Proposal and return the Proposal security prior to the end of that period. 

RFP-18 SELECTION CRITERIA 

18.01 In evaluating Proposals, Owner inay consider: 

A. Whether the Proposals co1nply with the prescribed docu111ents and other data as inay be requested in the 
Proposal Fann or prior to the Notice of Award. 

B. The qualifications of Proposers, whether or not the Proposals co111ply with the prescribed require1nents, and 
such alternates, unit prices and other data, as 1nay be requested in the Proposal Fonn or prior to the Notice of Award. 

C. The Proposal prices as required in the Proposal Fonn. 

D. The qualifications of Proposers [and 111ay consider the qualifications and experience of Subcontractors 
(including engineer), Suppliers, and other individuals and entities proposed for those po1tions of the Work as to which 
the identity of Subcontractors, Suppliers, and other individuals and entities 1nust be sub1nitted as provided in the 
Supple1nentary Conditions]. 

E. The extent to which the Technical Exhibits dernonstrate the Proposer's plan for n1eeting of the Owner's 
require1nents set forth in the Conceptual Docun1ents and design solutions contained therein. 

F. The operating costs, 111aintenance requirements, perfonnance data and guarantees of 1najor ite1ns of 
1naterials and equip1nent proposed for incorporation in the Work when such data is required to be sub111itted prior to the 
Notice of Award. 
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18.02 Owner 1nay conduct such investigations as Owner dee111s necessary to assist in the evaluation of any 
Proposal and to establish the responsibility, qualifications and financial ability of Proposers and proposed engineers, 
Subcontractors, Suppliers, and other individuals and entities to perfonn and furnish the Work in accordance with the 
Contract Docun1ents. 

RFP-19 REJECTION OF ALL PROPOSALS AND DISCREPANCIES; AW ARD OF CONTRACT 

19.01_ ..... ___ Rejection of All Proposals, Discrepancies 

A. Owner reserves the right to reject any or all Proposals, including without lilnitation nonconforming, non­
responsive, unbalanced, or conditional Proposals. Owner further reserves the right to reject the Proposal of any 
Proposer who111 it finds, after reasonable inquiry and evaluation, to be non-responsible. Owner 111ay also reject the 
Proposal of any Proposer if O\vner believes that it would not be in the best interest of the Project to 1nake an award to 
that Proposer. Owner also reserves the right to waive all inforn1alities not involving price, titne or changes in the Work 
and to negotiate contract tenns with the Successful Proposer. 

B. More than one Proposal for the sa111e Work fro111 an individual or entity under the saine or different na1nes 
will not be considered. Reasonable grounds tbr believing that any proposer has an interest in n1ore than one Proposal 
for the Work 1nay be cause for disqualification of that Proposer and the rejection of all Proposals in which that Proposer 
has an interest. 

C. If the Contract is awarded, Owner will award the Contract to the Proposer whose Proposal is in the best 
interests of the Project. 

19.02 .. ·-······A ward of Contract 

A. If the contract is to be awarded, O\vner will give Successful Proposer a Notice of Award within 60 days 
after the day of the Proposal opening. 

RFP-20 CONTRACT SECURITY 

20.01 Article 5 of the General Conditions, as 111ay be 1nodified by the Supple1nentary Conditions sets forth 
Design/Builder's require111ents as to perfonnance and pay111ent Bonds and insurance. When the Successful Proposer 
delivers the executed Agree1nent to Owner, it 1nust be acco1npanied by the required Bonds. 

RFP-21 SIGNING OF AGREEMENT 

21.01 When Owner gives a Notice of Award to the Successful Proposer, it will be acco111panied by the required 
nun1ber of unsigned counterpa1is of the Agreen1ent with the other Contract Docun1ents which are identified in the 
Agree1nent as attached thereto. Within 15 days thereafter, Successful Proposer shall sign and deliver the required 
nun1ber of counterpa1ts of the Agree1nent and attached docuinents to Owner. Within 15 days thereafter, Owner shall 
deliver one fully signed counterpart to Successful Proposer. 

RFP-22 SALES AND USE TAXES 

22.01 Owner is not exen1pt fro111 KY State Sales and Use Taxes on n1aterials and equip1nent to be incorporated in 
the Work. Said taxes shall be included in the Proposal. Refer to paragraph 6.10 of the Supplementary Conditions for 
additional inforn1ation. 
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P-1 PROJECT IDENTIFICATION: 

SECTION 00410 

FORM OF PROPOSAL 
PROPOSAL FORM 

1.0 I This is a Request for Proposal (RFP) for design/build services to perfonn work relating to sediinentation basin 
irnprove1nents for the Water Service Corporation of Kentucky's Middlesboro, Kentucky, water treatlnent plant (WTP.). 
The hnprove1nents will enable the Water Service Corporation of Kentucky to continue providing high-quality finished 
water to their 5, 709 service connections syste111 wide. 

1.02 The objective of this Project is to ren1ove the aging and failing tube settler units fi:on1 the 2 sedhnentation basins 
and replace the1n with 2 new parallel plate settler units to increase the sedhnentation capacity of each basin. This will 
allow the WTP to operate effectively at its rated capacity of3 million gallons per day (mgd). The Project will consist of 
design/build construction, training, and all docu1nentation. 

P-2 THIS PROPOSAL JS SUBMITTED TO: 

Mr. Jan1es R. Leonard, Regional Manager 
Water Service Corporation of Kentucky 
I 02 Water Plant Road 
Middlesboro, Kentucky 40965 

P-3 PROPOSER'S OBLIGATIONS AND REPRESENTATIONS 

3.01 'fhe undersigned Proposer proposes and agrees, if this Proposal is accepted, to enter into an Agree1nent with 
Owner in the forn1 included in the Contract Docu111ents to perfonn all Work as specified or indicated in the Contract 
Docun1e11ts for the Contract Price and within the Contract Tilnes indicated in this Proposal and in accordance with the 
other tenns and conditions of the Contract Docu111ents. 

3.02 The proposed in1proven1ents n1ade to the sedin1entation basins shall be sufficient to adequately settle the 
flocculated process water providing a sedi1nentation basin effluent turbidity Jess than or equal to the nephelo1netric 
turbidity units (NTU) listed in the Specifications at the rated plant capacity of 3 ingd. The 1naxin1un1 influent turbidity 
can be estilnated at 3,000 NTU, possible during extren1e rain events. Other 1nodifications to the basins, such as 
den1olition and piping 1nodification will be necessa1y to retrofit the existing basins around the new plate settler 
equip111ent. Also included in this project are provisions to isolate the sedin1entation basins. This can be achieved with 
the addition of valves, gates, or other 1neans of isolation to the plant process. 

3.03 Proposer accepts all of the tenns and conditions of the Proposal docu1nents, including without litnitation those 
dealing with the disposition of the Proposal security. This Proposal will re1nain subject to acceptance for 60 days after 
the day of Proposal opening. Proposer will sign and deliver the required nun1ber of counterparts of the Agreement with 
any Bonds and other docu1nents required by the Request for Proposal and Proposal Fann V·iithin 15 days after the date 
of Owner's Notice of Award. 

3.04 In sub111itting this Proposal, Proposer represents and agrees, as 1nore fully set forth in the Agree1nent, that: 

A. Proposer has exa1nined and carefully studied the Proposal Docun1ents and the following Addenda (receipt of 
all which is hereby acknowledged) 
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B. Proposer has visited the Site and beco111e fa1niliar with the general, local and Site conditions that 1nay affect 
cost, progress, perfonnance and furnishing of the Work. 

C. Proposer is fmniliar with all applicable federal, state and local Laws and Regulations that 1nay affect cost, 
progress, perforn1ance and furnishing of the Work. 

D. Proposer has carefully studied all available reports of explorations and tests of subsurface conditions at or 
contiguous to the Site and all available drawings of physical conditions relating to existing surface or subsurface 
structures at or contiguous to the Site which have been identified or 1nade available by Owner. 

E. Proposer is aware of the general nature of the work to be perfonned by Ov,rner and others at the Site that 
relates to Work for which this Proposal is sub1nitted as indicated in the Contract Docu1nents. 

F. Proposer has correlated the inforn1ation known to Proposer, infonnation and observations obtained fro1n 
v1s1ts to the Site, reporls and drawings identified in the Contract Docu111ents and all additional exa111inations, 
investigations, explorations, tests, studies and data with the Contract Docu111ents. 

G. Proposer has given Owner v..1ritten notice of all conflicts, errors, atnbiguities or discrepancies that Proposer 
has discovered in the Contract Docu111ents and the written resolution thereof by Owner is acceptable to Proposer, and 
the Contract Docu111ents are generally sufficient to indicate and convey understanding of all tenns and conditions for 
perforn1ing and furnishing the Work for which this Proposal is subn1itted. 

I-I. This Proposal is genuine and not 1nade in the interest of or on behalf of any undisclosed individual or entity 
and is not sub1nitted in confonnity with any agreement or rules of any group, association, organization or corporation; 
Proposer has not directly or indirectly induced or solicited any other Proposer to sub1nit a false or shan1 Proposal; 
Proposer has not solicited or induced any individual or entity to refrain fro1n sub1nitting a Proposal; and Proposer has 
not sought by collusion to obtain for itself any advantage over any other Proposer or over Owner. 

P-4 CONTRACT PRICE 

4.01 Proposer will con1plete the Work in accordance with the Contract Docu1nents for the following price(s): 

LUMP SUM CONTRACT PRICE (INCLUDES ENGINEERING SERVICES) 

1. fOOr hundred -h.H;::<L-11,i ft\le -!ko.-n.L Jollp.rs 
(Use Wotds) e~ Le'rt> CE'r'l-k . 

P-5 CONTRACT TIMES 

4 00 

$ 2.5, ooo-
~(U;~Nuinbers) --

5.01 Proposer agrees that the Work will be substantially con1pleted and ready for final pay111ent in accordance 
V..'ith paragraphs 13.05 and 13.08 of the Genera1 Conditions on or before the dates or within the nu1nber of calendar 
days indicated in the Agreen1ent. 

5.02 Proposer accepts the provisions of the Agreement as to liquidated da1nages in the event of failure to 
co1nplete the Work within the times specified in the Agree1nent. 

P-6 EXHIBITS 

6.01 The following docu1nents are attached to and tnade a condition of this Proposal: 

A. The individual or entity providing the Design Professional Services will be __ . See RFP 3.02.A for 
additional infonnation required. Also state the engineering fee included in the lump sun1 price of 4.01. 
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B. A tabulation of Subcontractors, Suppliers and others required to be identified in this Proposal. 
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C. Required Proposer's Qualification State111ent with supporling data. 

D. Technical Exhibits are identified as fol10~1s: 

Sub111ittal infonnation fro1n selected plate settler manufacturer, including pric. 
Sub111ittal infonnation fi·on1 second plate settler 111anufacturer, including price. 

P-7 TERMINOLOGY 

7 .0 I The tenns used in this Proposal \:vhich are defined in the General Conditions of the Contract Bet\veen Owner 
and Design/Builder ("General Conditions") included as part of the Contract Documents have the rneanings 
assigned to the1n in the General Conditions. Terms defined in the Request for Proposal are used with the sa1ne 
meaning in this Proposal. 

P-8 SUBMISSION 

SUBMITTED on 

State Contractor License No. NIA (If Applicable). 

State Certificate of Authority for Corporate Engineering Practice (If Applicable): 

If Proposer is: 

An Individual 

By: 
(Individual's Nan1e) 

doing business 
as 
Business 
address: 

Phone No.: 
Facsimile No.: 

A Partnership 

9 

By: 

(general partner) 

Business 
address: 

Phone No.: 
Facshnile No.: 
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A Corporation 

By: 

By: 

_c_o_de_1_1_c_o_ns_·1_ru_c_1i_o_n_c_o_n_1r_a_n_y~~~~~~~~~~~~~~~~~~~~~~ (SEAL) 
(Corporation Name) 

(Title) 

Business address: 4475 Rockwell Road, P. 
Winchester, KY 40391 

Phone No.: 859-744-2222 

Facsimile No.: 859-744-2225 
Date of Qualification to do business as a foreign (out-of-state) corporation in state where Project is 
located (if applicable): Established in 1908 and incorporated on 11/24/1917 

A ,Joint Venture 

10 

By: (SEAL) 
(Name) 

(Address) 

By: (SEAL) 
(Name) 

(Address) 

Business address: 

Phone No.: 
Facsin1ile No.: 
(Each joint venturer rnust sign. The n1anncr of signing for each individual, partnership and 
corporation that is a party to the joint venture should be in the manner indicated above.) 
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PROPOSER'S QUALIFICATION STATEMENT 
(TO BE ATTACHED TO THE BID) 

l. On Schedule A, attached, list major engineered construction projects completed 
by this organization in the past five (5) years. (If joint venture list each 
participant's project separately.) 

2. On Schedule B, attached, list current projects under construction by this 
organization. (If joint venture, list each participant's projects separately.) 

3. Name of surety company and name, address, and telephone number of agent. 

Energy Insurance Agency 

Mr. Jeff Mcintosh 

3008 Atkinson Avenue, Lexington, KY 40509; 800/759-1549 

4. Is your organization a member of a controlled group of corporations as defined 
in l.R.C. Sect. l 563? D Yes D No 

5. Furnish on Schedule C, attached, details of the construction experience of the 
principal individuals of your organization directly involved in construction 
operations. 

6. Has your organization ever failed to complete any construction contract 
awarded to it? D Yes []] No 

If yes, describe circumstances on attachment. 

7. Has a Corporate officer, partner, joint venture participant, or proprietor ever 
failed to complete a construction contract awarded to him or her in their own 
name or when acting as a principal of another organization? D Yes 1:9 No 

8. In the last five years, has your organization ever failed to substantially complete 
a project in a timely manner? D Yes IX] No 

If yes, describe circumstances on attachment. 

9. Indicate general types of work performed with your own work force. 

l 0. Furnish the following information with respect to an accredited institution 
familiar with your organization 

Name of Bank Traditional Bank 

00420-1 



Address 
875 Colby Road 

Winchester, KY 40391 

Account Manager Mr J. Hagan Codell 

Telephone 859/745-7744 

I hereby certify that the information submitte erewith, including any attachment is 
true to the best of my knowledge and belief. 

By: 

Title: President 

Dated: 1z/2s/14 

00420-2 



'(}jjiiitiEs. Inc: 

February 20, 2014 

Mr. Mark Rasche, P.E. 

Supervisor, Engineering Section 

Water Infrastructure Branch 
Division of Water 
200 Fair Oaks Lane, Fourth Floor 
Frankfort, KY 40601 

Re: Plans Review 
Middlesboro Water Treatment Facility Improvements 

Water Service Corporation of Kentucky 
PWSID: KY0070282 

Middlesboro, KY 

Dear Mr. Rasche: 

We have reviewed the plans and specifications being submitted by Bell Engineering for the above referenced 
project and have found them acceptable to the Water Service Corporation of Kentucky. The Water Service 
Corporation of Kentucky has the capacity to operate and maintain the facilities as designed. Please find an 

enclosed check for eight~hundred dollars for complete treatment plans and specifications review. 

If you have any questions please do not hesitate to call . 
..... -- ----'\ 

,sincerelh ~- ;//_./.,.., 
\ - , 

/4114v1_ ~H~~ . 
( Jar,re~-Leonard 
''-Regional Manager 

Utilities, Inc. 
Water Service Corporation of Kentucky 

C: Ron McMaine, PE, Bell Engineering 

a Uliires, 1nc. OJlllr;any Water Service Corp. of Kentucky 

P.O. Box 818 I Middlesboro, KY 40965 , P: 606-248-2306 / F: 606-248-0180 
102 Water Plant Road / Middlesboro, KY 40965 6 www.uiwater.com 



C!'llties. Inc: 
ADD-CHANGE FORM 

New Project or Budget Change? New Project 

Requested by: James Leonard 

Project Manager I Area Manager 

Project Name: Install Plate Settlers- KY 

Company: 345 Water Serv Corp Kentucky 

Business Unit: 

Project Owner: 

Project Manager: 

Start Date: 

Estimated End Date: 

Project Type: 

345102 

Bruce Haas 

James Leonard 

10/1/2014 

5/30/2015 

BU Type: 

Budget Owner> 

Region: 

State: 

Other 

Will project replace/retire any assets: 

Previous Budget: 
Change Request: 
Total Project Budget: 

$300,000 
$50,500 

$350,500 

Middlesboro W 

Q4 2014 

Q2 2015 

Water 

Cart Daniel 

Midwest 

KY 

Yes 

Object Account(s) to which project will be closed: 

Description: 

(}1 

02 

Revised: June 20, 2013 

Date: 12/10/2013 

select from dropdown list 
selectfrom dropdown list 
select from dropdown list 
select from dropdown list 
select from dropdown list 

Go to Reference List 

Scope of Work; Remove the following in eah basin: existing Tube Settlers and supports, one 3ft. Walkway, sludge suction piiping, effiluent piping and collection 
troughs, influent piping as necessary, Handrail as necessary. Provide and install the following in each basin: Influent valve, Emuent Valve, Collection trough at the 
end, supports, plate settlers with intergral effluent troughts, handrail, piping as necessary, operations assistance for optimizing the system. 



~ties. Inc: 

Component: 

Low Bid Elements 

Engineering 

Direct Purchase of Parts I Materials 

Landscaping I Site Restoration 

Other Components (specify): 

Contractor 

Bond 

BUDGET BREAKDOWN 

Amount 

35,000.00 

217,000.00 

94,000.00 

4,500.00 

350,500.00 

Revised: June 20, 2013 





~ties. Inc: 
CAPITAL PROJECT REVIEW CHECKLIST 

Does project meet the definition of a Capital Project? (> $50k) 

Does proj$;t meet the definition of a Capital project? (Complete > 30 days) 

Hes project been thoroughly investigated? 

Has project been added to Cap Plan Budget Template for Regional Consideration? 

What Is the proposed Initial Project Budget? $300,000 

What quarter does the project need to start? 

Will ariy CIAC be collected? How much? 

4th quarter2014 

Have any engineering evaluations been performed? 

If yes. is the engineering a separate project? 

. Have all alternatives been investigated? If so. what are they? Comment below 

Is the proposed prqect tied to a rate case? When? 

Have three bids been received? If not, why? List and provide amounts below 

What are the repercussions if prqect is not approved? Comment below 

Are there any pennits required to start the project? 

Is the Cap Ex add/change form complete? 

NO 

Has Cap Ex add/change form been submitted to project owner/manager to discuss with the CPRT? 

other issue(s)? (use comments section below) 

Bid Company Amount 

1 

2 

3 

Estimated Revenue Impact per Customer: 

Number of Customers Impacted: 

Comments: 
Continue to not meet criteria on recommended settle water turbidity's. 

Revised: June 20, 2013 

Yes No 

0 0 
0 0 
0 0 
0 0 

0 0 
0 0 
D 0 
0 0 
0 0 
D 0 

0 0 
0 0 
0 0 
D 0 

Selected 



'6"tiEs. Inc: 
JUSTIFICATION I ALTERNATIVES 

Revised: June 20, 2013 

Justification and Benefits: 
The original water system, built in the late 1800's included a pristine lake ( Fern Lake) as a source. With the water being pumped to a tank on top of the hill, treated 
minimally with chemicals, and fiowing by gravity to the distribution system. In other words, there was no water treatment plant. The Sdeimentation Basins were part 
of the 2 MGD (date of design drawings 1964) and preceded the Safe Drinking Water Act, (SDWA). In 1987 (date on design drawings) tube settlers and accessories 
were added to the basins, part of an improvement plan which allowed a plant expansion to 3 MGD with minimal other changes. Since that time, two important 
events affecting the viability or this system have happened: revisions to the SDWA which more stringent limits, and a serious deterioration of Raw Water quality in 
Fern Lake. There are several problems with the existing sedimentation system. As a consequence of the raw water deterioration, the wtp is not able to meet the 
recommended average settle water turbidity level of <1 turbidity units when the raw water turbidity is >10 ntu's or <2 when the average raw water turbidity is >1 O 
units. The tube settlers are in excess of 25 years old, which is beyond thier normal service life. The piping in the basins is approaching 50 years, which is it's life 
expected life. There are no values in the system, which means that if there were problems in the influent piping that required a shutdown, the WTP would be unable 
to produce water. the flow velocity in the piping is such that the plant personnel have observed floe sher, undoubtedly contributing to the settle water turbidities 
indicated above. lnfact, In most months with normal raw water turbidities, the effluent settle water turbidity is higher than the Raw Water Turbidity. Benefits to this 
project include the following: Long Service Life-The plate settlers and associated piping should be good for 50 years. Easier basin cleaning-Currently teh entire 
basin surface on the effluent side is covered with tube settlers_ With Plate Settlers much less of hte basin with be covered, making cleaning easier.Higher quality 
Settled Water- With Plate Settlers, the WTP should be able to meet the recommended settle water quality easier. Side by side plant scale studies have proved this. 
Reduced Pre-Treatment Chemicals- Since settling is more efficient, pretreatment chemicals will most likely be reduced. Reducing backwash water usage-A lower 
settling basin effluent turbidity tends to lead to longer filter runs, with a reduced amount of backWash water used. Reduced Pumping Cost- Reduced backwash 
would also reduce the amount of raw water pumped. Reduce operations/maintenance cost- Plate settlers are basically self cleaning. Since they are made of 
stainless steel, they are also more durable than tube settlers which are make from fiberglass.Positive method for taking a bisin out of service- lnfiuent and Effluent 
Valves would make it easier to take the basin our ot service, than the current method. Increased Reliabiity- The increased durabiity of the materials at hand, the 
improved method of taking a basin out of service, and the reduced amount of floe shearing piping would all work togather to increase the reliability of the system. 
Reduced Sludge amounts- The reduction in chemical usage would reduce teh amount produced. Reduced water cost- Since the system purchases it raw water, 
reducing the amount of backwash water will reduce the amount purchased from Fern Lake Company. 

Altematives Considered: 
Replacing the tubes with longer tubes. Some systems have replaced the conventional tube settlers with longer tubes and have seen more efficient settling. 
However, the effluent piping for the Middlesboro basins does not allow this without redoing all of the effluent piping. Unless the influent piping is also changed out 
with bigger piping, the fioc shear problem would not be addressed. Replacing all of the piping would require the basin to be out of service for an extended period. 
This alternative is not recommended.Adding a third basin. This basin would be fitted with a plate settler and a sludge removal system. The sludge removal system 
is required for a new basin. This alternative is more costly than the other two alternatives and consequently not recommended. Replacing the existing tube settlers 
with plate settlers. This option, described elsewhere, is recommended. 



Scope of Work 

• Remove the following in each basin: existing tube settlers and supports, one 3' walkway, sludge 

suction piping, effluent piping and collection troughs, influent piping as necessary, handrail as 

necessary 

• Provide and install the following in each basin: influent valve, effluent valve, collection trough 

at the effluent end, supports, plate settlers with integral effluent troughs, handrail, piping as 

necessary, operations assistance for optimizing the system 

Justification and Benefits 

The original water system, built in the late 1800's, included a pristine lake (Fern Lake) as a source, with 

the water being pumped to a tank on top of the hill, treated minimally with chemicals, and flowing by 

gravity to the system. In other words, there was no water treatment plant (wtp). The sedimentation 

basins were part of the 2 million gallons per day (mgd) wtp (date on design drawings 1964) and 

preceded the Safe Drinking Water Act {SDWA). In 1987 (date on design drawings) tube settlers and 

accessories were added to the basins, part of an improvement plan which allowed a plant expansion to 

3 mgd with minimal other changes. Since that time, two important events affecting the viability of this 

system have happened: revisions to the SDWA with much more stringent limits, and a serious 

deterioration of raw water quality in Fern Lake. 

There are several problems with the existing sedimentation system. As a consequence of the raw water 

deterioration, the wtp is not able to meet the recommended average settled water turbidity level of ~1 

turbidity unit when the raw water turbidity ~10 turbidity units or~ 2 when the average raw water 

turbidity _2:10 turbidity units. The tube settlers are in excess of 25 years old, which is beyond their 

normal service life. The piping in the basins is approaching SO years, which is its expected life. There are 

no valves in the system, which means that if there were problems in the influent piping that required a 

shutdown, the wtp would be unable to produce water. The flow velocity in the piping is such that the 

plant personnel have observed floe shear, undoubtedly contributing to the settled water turbidities 

indicated above. In fact, in most months with normal raw water turbidities, the effluent turbidity is 

higher than the raw water turbidity. 

Benefits to this project include the following: 

• Long service life-The plate settlers and associated piping should be good for 50 years. 

• Easier basin cleaning-Currently the entire basin surface on the effluent side is covered with 

tube settlers. With plate settlers much less of the basin will be covered, making cleaning easier. 

• Higher quality settled water-With plate settlers the wtp should be able to meet the 

recommended settled water quality easier. Side by side plant scale studies of tube settlers and 

plate settlers have indicated this. This was demonstrated at the Prestonsburg, Kentucky wtp. 

• Reduced pre-treatment chemicals-Results from case studies have verified this. Since settling is 

more efficient, pre-treatment chemicals can be reduced. 



• Reduced backwash water usage-A lower settling basin effluent turbidity tends to lead to longer 

filter runs, with a resultant reduced amount of backwash water used. 

• Reduced pumping costs-Reduced backwash water needed would also reduce the amount of 

pumping needed. 

• Reduced operations/maintenance cost-Plate settlers are basically self-cleaning. Since they are 

made of stainless steel, they are also more durable than tube settlers. 

• Positive method for taking a basin out of service-Influent and effluent valves wou ld make it 

easier to take the basin out of service than the current method. 

• Increased reliability-The increased durability of the materials at hand, the improved method of 

taking a basin out of service, and the reduced amount of floe shearing piping would all work 

together to increase the reliability of the system. 

• Reduced sludge amounts-The reduction in chemical usage would reduce the amount of sludge 

produced. 

• Reduced water cost-Since the system purchases its raw water, reducing the amount of 

backwash water could reduce the raw water cost. 

Alternatives Considered: The following alternatives were considered. 

• Replacing the tubes with longer tubes. Some systems have replaced the conventional tube 

settlers with longer tubes and have seen more efficient settling. However, the effluent piping 

for the Middlesboro basins does not allow this without redoing all of the effluent piping. Unless 

the influent piping is also changed out with bigger piping, the floe shear problem would not be 

addressed. Replacing all of the piping would require the basin to be out of service for an 

extended period. This alternative is not recommended. 

• Adding a third basin. This basin would be fitted with a plate settler and a sludge removal 

system. The sludge removal system is required for a new basin. This alternative is more costly 

than the other two alternatives and consequently not recommended. 

• Replacing the existing tube settlers with plate settlers. This option, described elsewhere, is 

re commended. 
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14. Refer to the Application, Exhibit 4, Workpaper I. 

a. Provide calculations of the amounts shown in Column D and provide a 

detailed discussion of the nature of each amount, the reasons that each amount was reported in 

WSKY's test-year operations, and the reasons why each amount was removed from test-year 

operations. 

b. Provide calculations for the amounts shown in Column E and provide a 

detailed discussion of the nature of each amount, the reasons that each amount was reported in 

WSKY's test-year operations, and the reasons why each amount was removed from test-year 

operations. 

c. Provide the calculations of the amounts shown in Column F and explain 

why it is appropriate to include these amounts in WSKY's pro forma operations. 

Response: 

Please refer to the file provided in response to Staff DR 1.3 labeled “Staff DR 1.3 

– wp l Transportation Exp” that was used to generate the amounts shown on 

workpaper l in Exhibit 4. 

a. The amounts shown in Column D are WSC transportation expenses that 

were included in test year transportation expense amounts.  These amounts 

were allocated to WSKY during the test year for the vehicle that was 

recorded to WSC’s transportation plant account.  Please reference Exhibit 

4, workpaper p, line 15, for the vehicle that generated these expenses.  The 

vehicle was removed from WSKY’s pro forma transportation plant 
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balance and WSKY removed any expenses that were associated with the 

operation of the vehicle for rate-making purposes.   

b. The amounts shown in Column E are other non-Kentucky transportation 

expenses that were included in test year transportation expense amounts.  

These amounts were removed because either they were inadvertently 

miscoded to WSKY or allocated to Kentucky from the “VP-Midwest Cost 

Center” during the test year.  Since there are no vehicles listed on 

workpaper p that were associated with the expenses, WSKY removed 

these expenses from test year transportation expense amounts for rate-

making purposes.  WSKY re-classed the amount of $772.85 to the 

appropriate state cost center on 10/31/15 since the expense was 

inadvertently miscoded to WSKY.  This amount is no longer on WSKY’s 

books. 

c. The amounts shown in Column F are allocated transportation expenses 

associated with the operation of Bruce Haas’ vehicle during the test year.  

Bruce’s vehicle was a pro forma transportation plant addition and was 

included on workpaper p, line 21.  In order to remain consistent, WSKY 

included the allocated amount of transportation expenses associated with 

the operation of Bruce’s vehicle. 

 

Witness: Brian Halloran 
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15. Refer to the Application, Exhibit 4, Schedule 8, Line 17, "Operating Exp. 

Charged to Plant" in the amount of $159,698. 

a. Provide a detail of the plant items included in this amount. 

b. Explain why each item included in this amount was originally expensed 

rather than capitalized. 

Response:  

a. Please see the attached file labeled “Staff DR 2.15 – Capitalized Time” for 

detail of the plant items included in this amount. 

b. “Operating Exp. Charged to Plant” is specifically capitalized time which is 

internal labor costs directly related to a capital expenditure or a capital 

project. The “cost” of salaries and benefits associated with the time an 

employee works on a capital item is allocated to that item and becomes 

part of its overall cost basis. Since salaries and benefits are expensed 

through operating expenses it is necessary to credit operating expenses for 

each hour of time which must be capitalized.  The file referenced in “Staff 

DR 2.15a” shows the capitalized time that was recorded to plant. 

 

Witness: Brian Halloran 
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16. Refer to the Halloran Testimony, page 9, Lines 1-2. 

a. Show the calculation of the $4,449 decrease to the test-year amount. 

b. Explain why the test-year "capitalized time of employees" is anticipated to 

decrease in pro forma operations. 

Response: 

Please refer to the tab labeled “wp-b2 Captime” located in the file that was 

provided in response to “Staff DR 1.3” labeled “Staff DR 1.3 – wp b Salary”. 

a. The decrease of $4,449 to the test-year amount of capitalized time is 

calculated by two employee categories, Operations and Regional 

Management, and is described below:   

 1) Operations’ capitalized time is calculated by using test-year 

capitalized time amounts booked by each operational employee and 

multiplied by the employee’s individual allocation percentage factor.  The 

allocation percentage factor is dependent upon the employee’s location.  

The total amount of capitalized time for Operations is equal to $128,787. 

 2) Regional Management’s capitalized time is calculated by the 

amount of hours that the employee is budgeted to work on the current rate 

case.  The employee’s hours are then multiplied by the appropriate 

capitalized time rate for each employee.  Once the total amount of 

capitalized time has been established for each employee, the total is 

reduced by one-third (1/3) because the eventual rate case asset will 
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amortize over a 3 year period.  The total amount of capitalized time for 

Regional Management is equal to $26,462. 

 3) Once the totals from items 1 and 2 above have been calculated, 

items 1 and 2 are combined to get a “Total Capitalized Time Adjustment” 

of $155,249.  This “Total Capitalized Time Adjustment” is then compared 

to the test-year capitalized time amount, or $159,698.  The resulting 

comparison creates a $4,449 decrease to the test-year amount. 

b. Test-year capitalized time of employees is anticipated to decrease in pro 

forma operations since pro forma capitalized time has been normalized. 

Capitalized time in the test-year was abnormally high due to capital 

project work which had been completed by WSKY operational employees, 

which amounted to approximately $25,641 in the test-year. 

 

Witness: Brian Halloran 
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17. Refer to the Application, Exhibit 4, Workpaper n. 

a. Provide vendor invoices that support the "2013 Rate Case Appeal Costs" 

in the amount of $23,078. 

b. State whether WSKY employees expended any time or whether WSKY 

expended any other resources during the test-year to address the 2013 rate case appeal. If so, 

quantify those costs and explain how they were allocated to WSKY and its subsidiaries during 

the accounting process. 

c. Provide vendor invoices that support the "2014 Show Cause Costs" in the 

amount of $10,610. 

d. State whether WSKY employees expended any time or whether WSKY 

expended any other resources during the test year to address the 2014 show cause proceeding. If 

yes, quantify those costs and explain how they were allocated to WSKY and its subsidiaries 

during the accounting process. 

Response:  

a. Please see the attached file labeled “Staff DR 2.17a – 2013 Rate Case 

Appeal Costs” for invoices that support the amount. 

b. No other costs were associated with the 2013 Rate Case Appeal.  

Although employees expended time during the test year, it occurred 

during the normal course of business and was not tracked separately.  No 

additional costs were booked to WSKY as a result of employees’ time as it 

relates to this matter 
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c. Please see the attached file labeled “Staff DR 2.17c – 2014 Show Cause 

Costs” for invoices that support the amount. 

d. No other costs were associated with the 2014 Show Cause.  Although 

employees expended time during the test year, it occurred during the 

normal course of business and was not tracked separately.  No additional 

costs were booked to WSKY as a result of employees’ time as it relates to 

this matter. 

Witness: Brian Halloran 
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18. Refer to the Application, Exhibit 4, Workpaper r. 

a. State the reason that WSKY pays Clinton a check-collection fee. 

b. Explain why the rate increased from $1 per check to $2 per check. 

c. State the amount of the current check-collection fee paid by WSKY. 

Response: 

a. The reason that WSKY pays Clinton a check-collection fee is because 

customers include an additional $2 for remittance of check payments, 

which should be reimbursed to the City of Clinton. 

b. The Mayor of the City of Clinton, Mayor Phyllis Campbell, has informed 

WSKY that the check collection fee has gone up from $1 to $2, effective 

June 1, 2015, therefore WSKY must reimburse the City of Clinton $2 for 

check collection. 

c. Effective June 1, 2015, WSKY pays the City of Clinton a check-collection 

fee of $2 per check. 

 

Witness: Brian Halloran 

  



CASE NO. 2015-00382 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION 

 

 

 

19. Refer to the Application, Exhibit 4, Workpaper m. For each item removed from 

test-year operations, provide the following: 

a. A detailed description; 

b. An explanation for its removal from the test year; and 

c. An explanation for why it was reported by WSKY. 

Response: 

a. All allocated business expense reports costs from the WSC cost center were 

removed. These costs are categorized in the following general ledger accounts 

and total $1,525: 

Account Description 

HEALTH INS CLAIMS 

OTHER EMP BENEFITS 

LICENSE FEES 

MEMBERSHIPS 

TRAINING EXPENSE 

OTHER MISC EXPENSE 

CLEANING SUPPLIES 
HOLIDAY 
EVENTS/PICNICS 

OFFICE SUPPLY STORES 

SHIPPING CHARGES 

OTHER OFFICE EXPENSES 

OFFICE TELECOM 

OFFICE MAINTENANCE 

TRAVEL LODGING 

TRAVEL AIRFARE 
TRAVEL 
TRANSPORTATION 

TRAVEL MEALS 

TRAVEL ENTERTAINMENT 
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TRAVEL OTHER 

FUEL 

AUTO LICENSES 

 

 

Certain allocated business expense reports costs from other cost centers 

were removed. These costs are categorized in the following general ledger 

accounts and total $2,246: 

Account Description 

LICENSE FEES 
HOLIDAY 
EVENTS/PICNICS 

OTHER OFFICE EXPENSES 

OFFICE TELECOM 

TRAVEL AIRFARE 
TRAVEL 
TRANSPORTATION 

TRAVEL MEALS 

TRAVEL OTHER 

 

 

b. In Case No. 2008-00563 the Commission discussed allocated expenses, with 

some discussion focused on costs originating from business expense reports, 

so in Case No. 2014-00065 based on the discuss in Case No. 2008-00563 

WSCK eliminated those types of expense, which were ultimately not included 

for ratemaking purposed and not included in the Commission’s final order or 

customer’s rates. In Case 2015-00382 WSCK eliminated similar types of 

expenses in order to reduce contested issue and reduce rate case expense. 
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WSCK believes that these types of cost are reasonable, but WSCK has not 

included these costs for ratemaking purposes. 

c. WSC’s costs are allocated to WSCK on a monthly basis and these costs 

include business expense reports. 

 

Witness: Steve Lubertozzi 
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20.  Refer to the Application, Exhibit 4, Schedule B, Page 1 of 2. Pension and Other 

Benefits for test-year and pro forma operations are stated at $158,342 and $204,117. Provide a 

list of employees who have benefits included in these amounts and state the amount of each 

benefit included the amounts for each employee. 

Response: 

Please refer to the tab labeled “Wp-b Salary” in the file that was provided 

in response to “Staff DR 1.3” labeled “Staff DR 1.3 – wp b Salary”.  

Located in Column I, lines 37-41 on this tab is a summary of the pro 

forma benefits by employee group that produces the stated pro forma 

amount of $204,117.  A listing of Operations employees who have 

benefits included in this amount are listed on the tab “Wp-b Salary”.  A 

listing of Customer Service Personnel who have benefits included in this 

amount are listed on the tab “wp-b4 office salaries”. 

For a listing of WSC and Regional Management employees who have 

benefits included in this amount, please refer to the file labeled “Staff DR 

2.20 – WSC and Regional Management Benefits”.   

WSKY objects to itemizing individual employees’ benefits on the grounds 

that such disclosure would violate the Health Insurance Portability and 

Accountability Act privacy protections and other federal and state laws. 

WSKY, through WSC, has a self-funded health insurance plan with a 

third-party administrator.  Its employees’ health benefits are paid, in part, 
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by WSC, and each individual employees’ total benefit is impacted by 

various factors related to the employees’ medical treatment.  By disclosing 

an individual employees’ itemized benefits for retirement, medical, or 

others, WSKY would violate privacy laws. 

 

Witness: Brian Halloran 
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WSC and Regional 

Management Benefits   
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21. Refer to the Application, Exhibit 4, Schedule B, Page 1 of 2, Line 35. Provide the 

calculation of test-year depreciation expense in the amount of $335,723. 

Response: Please refer to the attached file labeled “Staff DR 2.21 – Depreciation 

Schedule” for the Company’s response. 

Witness: Brian Halloran 
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Depreciation Schedule  

 

(See attached Excel file)  
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22. Refer to the Application, Exhibit 4, Workpapers f, o, and p; the Halloran 

Testimony, page 12; and the Application, Exhibit 12. On Page 12, Mr. Halloran states that the 

"depreciation rates proposed by the Company are consistent with the National Association of 

Regulatory Utility Commissioners ("NARUC") Study." The requested rates are listed on Exhibit 

12. 

a. Confirm that WSKY has historically applied a 2 percent composite 

depreciation rate to each of its utility plant account group's original cost to accrue depreciation 

for accounting and ratemaking purposes. 

b. State whether WSKY has ever requested that the Commission allow it to 

adjust the 2 percent composite depreciation rate. 

c. Explain why WSKY requests to adjust the 2 percent composite 

depreciation rate in this proceeding. 

d. Provide all analyses and studies that demonstrate that the reserve for 

depreciation that has accumulated using the 2 percent composite depreciation rate is insufficient 

and that an adjustment to this rate is, therefore, appropriate. 

e. Confirm that none of the depreciation rates proposed by WSKY contain a 

component of salvage value or cost of removal and that each rate can be converted to a useful 

service life stated in years by dividing each rate into the number 1. For example, the 1.60 percent 

rate requested for Account 1125, Trans. & distr. Mains, can be converted to a 62.5 (1 I 1.60), 

year useful life.  
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f. If none of the depreciation rates requested by WSKY contain a component 

of salvage value or cost of removal, explain how the depreciation rates requested for the accounts 

listed below are consistent with the NARUC Study. 

 
Account 

ID 

 
 
Account Description 

WSKY 
Requested 

Rate 

 
Converted 
to Years 

1095 Power Generation Equipment 10.0% 10 

1150 Backflow Prevention Device 10.0% 10 

1555 Transportation Equipment 25.0% 4 

1580 Mainframe Computer 25.0% 4 

1585 Mini Computers 20.0% 5 

1590 Computer System Cost 12.5% 8 

1595 Mirco System Cost 33.0% 3 

 

Response: 

a. The Company has historically used the 2% composite depreciation rate for 

ratemaking purposes.  However, some individual assets may use a 

different rate for accounting.  Please refer to the attached depreciation 

schedule provided in response to Staff DR 2.21 for a listing of assets with 

a life that differs from the 2% rate. 

 b. Yes, please see the response to Staff DR 2.22.c below. 

c. WSCK believed that it should base its depreciation rates off of the 

NARUC Study, where applicable, based on prior Commission precedent.  

In Case No. 2013-00237, Commission Staff issued Information requests 

suggesting that the appropriate depreciation rates to be used by WSCK 
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were those found in the NARUC study.  The Commission has previously 

required or found reasonable the use of the depreciation rates in that 

NARUC Study.  See, e.g., Black Mountain Util. Dist., Case No. 2015-

00088 (Nov. 9, 2015); Symposonia Water Dist., Case No. 2012-00517 

(Ky. PSC Sept. 3, 2013); Southern Water and Sewer Dist., Case No. 2012-

00309 (Ky. PSC July 12, 2013). 

 

In Graves County Water District,  Case No. 2012-00278 at 3 (Ky. PSC 

Sept. 5, 2012), the Commission adopted the portion of the Commission 

Staff report that supported using the NARUC Study to assign certain 

assets depreciable lives.  The Commission Staff stated: 

Change to Depreciable Lives. Generally, the Commission requires 

a "large" utility to perform a depreciation study to determine the 

appropriate depreciable lives to be assigned to each plant account 

group. Detailed property records specific to historic plant 

additions, plant retirements, and salvage practices are required to 

complete a depreciation study. Generally, "small" water utilities, 

such as Graves District, do not maintain property records with 

enough detail to properly complete a formal study. Even if 

adequate records were maintained, "small" utilities do not have the 

financial resources to fund a formal study. Therefore, to evaluate 

the reasonableness of the depreciation practices of small utilities, 

the Commission has historically relied upon the report published in 

1979 by NARUC entitled Depreciation Practices for Small Water 

Utilities ("NARUC Study" ). 

Graves District referred to the NARUC study to determine 

the appropriate depreciable whole-life to be assigned to each asset 

group except for the AMI project. Graves District selected lives for 

each group that are at, or near, the mid-point of the recommended 
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ranges. The middle of the ranges is representative of the 

depreciation practices of an "average" small water utility. Graves 

District requested that the Commission approve the lives selected 

using the NARUC study. 

The NARUC study is not applicable to the AMI 

components. The NARUC study was prepared tong before this 

infrastructure was designed and developed. Relying on information 

obtain from the manufacturer of the AMI components, Graves 

District requested that a 20-year depreciable life be assigned to 

these assets.  

Staff agrees with the lives assigned by Graves District and 

has made the necessary adjustment to test-year expenses to account 

for these lives. 

 

Commission Staff Report, Graves County Water District, Case No. 2012-00278 at 3 (Ky. PSC 

Aug. 8, 2012). 

 

 d. Please see the response to Staff DR 2.22.c above. 

e. Confirmed. None of the depreciation rates proposed by WSKY contain a 

component of salvage value or cost of removal. 

f. The accounts listed below were not included in the NARUC Study, so the 

Company applied an internal rate used for each account.  Please note that 

the depreciation proposed for “1555 – Transportation Equipment” is 20%, 

or 5 years.       

Witness: Brian Halloran 
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23. Refer to the Application, Exhibit 4, Workpaper f and to the Halloran Testimony, 

page 13. 

a. Column D of Workpaper f is labeled as the "06/30/2015 Pro Forma 

Amount." Confirm that the date shown in Column D's label, 06/30/2015, is inaccurate and that it 

should have been labeled as 12/31/2015 to coincide with the Halloran Testimony. 

b. Provide and discuss the calculation of each pro forma amount listed in 

Workpaper f, Column D.  

c. In his testimony, Mr. Halloran states that WSKY is "proposing to update 

... rate base to December 31, 2015," which. is six months beyond the end of the test year. 

1) Provide a citation to the statute or regulation that authorizes 

WSKY to adjust rate base for changes that occur beyond the end of the historic test year 

proposed in this proceeding. 

2) State whether WSKY is aware that the Commission has denied 

adjustments to historic test-year operations to account for post-test-year capital additions, finding 

that these adjustments violate the "matching principle" long recognized by the Commission. 

Response: 

a.  Column D in Workpaper f is representative of incremental 

plant additions from 7/1/15 through 12/31/15 and should be 

labeled as “Pro Forma additions through 12/31/2015”. However, 

the total for “Computers, net of Project Phoenix” is strictly the 

total gross amount of Computers, net of Project Phoenix at 
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6/30/2015 and does not include any additions from 7/1/15 through 

12/31/15. 

b. Please refer to the workpaper provided in response to Staff DR 1.3, 

labeled “Staff DR 1.3 – wp c Plant in Service”, tab, “GL Capital” 

cells L6:R6 is the source of the $172,624 plant additions shown in 

Column D Workpaper f. The Gross Plant in Service amount of 

$172,624 is comprised of July through August 2015 actual general 

ledger capital additions and the September through December 2015 

amounts are forecasted amounts based on historical trends and 

spending. 

The Pro Forma Vehicle amount of $141,851 includes amounts 

from workpaper-p-Vehicles and is representative of known and 

measurable vehicle additions through 12/31/2015. However, the 

proposed change to the Company’s Gross plant balance for 

vehicles is net of retirements and is $50,989, which is also shown 

on workpaper-p-Vehicles.  

The balance $224,000 for “Computers net of Project Phoenix” is 

found in workpaper-o-Computers and represents the Company’s 

Gross plant balance for computers, net of Project Phoenix at 

6/30/2015. 
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The adjustment to Advances in Aid of Construction in the amount 

of $37,443 is a proposed adjustment to the Company’s Gross 

balance, as it was discovered the source entry for this balance was 

net of Accumulated Amortization. Please refer to workpaper-q-

AIAC.  

c.  1) Mr. Halloran’s testimony would be more accurate if the 

individual components of rate base were defined in the statement 

in question, as not all rate base components are updated for known 

and measurable changes. The known and measurable changes to 

rate base are related to GL Plant additions and Transportation 

additions; both of which are known and measurable.  

GL Plant additions in the amount of $172,624 are based on capital 

spending through the end of 12/31/15, which is only one month 

after the Company’s filing date. The Company had recognized 

$160,580 in additional plant spending from 7/1/2015-11/30/2015 

and considers this a known and measurable adjustment. The 

Company has also accrued a depreciation reserve for these 

additions and has reflected the appropriate amount of depreciation 

expense on Schedule B, the Company does not believe there are 

any other costs which it has not taken into consideration which 

would be impacted as a result of these plant additions.  
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Transportation additions in the amount of $116,000 are based on 

vehicle spending through the end of 12/31/15, which is only one 

month after the Company’s filing date. The Company had 

recognized $114,286 in additional vehicle spending from 7/1/2015-

11/30/2015 and considers this a known and measurable 

adjustment. The Company has also accrued a depreciation reserve 

for these additions and has reflected the appropriate amount of 

depreciation expense on Schedule B, the Company does not 

believe there are any other costs which it has not taken into 

consideration which would be impacted as a result of these plant 

additions. 

2) At the time of filing, the Company was not aware the 

Commission has denied adjustments to historic test year operations 

on the basis that the Commission believes it would be in violation 

of the “matching principle”. Please be advised, since the 

aforementioned investments in plant have already been recognized 

and corresponding expenses appropriately updated, the Company 

does not believe it is in violation of the Commissions interpretation 

of the “matching principle”. The Company has proposed other 

known and measurable changes outside of rate base in this 
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proceeding, including, but not limited to, reductions in chemical 

expense for estimated future savings.  

Considering the investments to plant were made by the Company prior to 

filing and considering the associated expenses were updated in its filing, 

the Company believes it should recover these known and measurable 

changes. The Company also believes that, due to the large cost, filing 

another rate case to recoup investments which have already been 

recognized is not in the best interest of its customers.  

The Company would also like to note, that in its July 09, 2015 meeting 

with the Commission Staff and Attorney General’s office, it was 

suggested by both the Commission Staff and the Attorney General 

Representative that the Company not file this rate case utilizing a future 

test year as the Company would not be able to comply with the excessive 

amount of regulatory requirements and data requests from the 

Commission Staff and Attorney General. The Company believes it has 

proposed an alternative, which is to include known and measurable plant 

adjustments with matching expenses, in an effort to avoid filing another 

rate case in the near-term.  

Witness: Brian Halloran 
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24. Refer to the Application, Exhibit 4, Workpaper p. 

a. Identify each vehicle that is listed on Line Nos. 1-3, Line Nos. 5- 16; and 

Line 21 that is currently in service. 

b. For each vehicle that is still in service state: the names of its primary 

driver(s); how the vehicle is used to carry out WSKY's daily operations; and the miles driven 

during the test year (state the approximate mileage if the actual mileage is unknown). 

c. Depreciation expense accrued during the test year resulted in full 

depreciation of each vehicle listed on Line Nos. 9-11 as of December 31, 2015. Explain why 

WSKY did not propose to remove depreciation accrued on these vehicles from test-year 

operations. 

d. For each vehicle listed on Line Nos. 17- 20. 

1) State its actual, or anticipated, in service date. 

2) State why it is needed and how it will be used in WSKY's daily 

operations. 

Response: 

a. See the attached labeled “Staff DR 2.24 – Vehicles” for the Company’s 

response. 

 

b. See the attached labeled “Staff DR 2.24 – Vehicles” for the Company’s 

response. 
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c. To remain consistent and update test year depreciation expense for 

vehicles, the Company used annualized depreciation for all vehicles that 

had any net book value as of 6/30/2015.  Since the vehicles listed on Line 

Nos. 9-11 will continue to be in service, are not being replaced by the 

vehicles listed on Line Nos. 17-20 and have a book value as of June 30, 

2015, the Company has accrued depreciation expense. The Company 

began recovering its investment in these vehicles via Case No. 2013-

00237, if the Company was no longer allowed recovery of these vehicles 

at the conclusion of this case, the Company would only recover roughly 

two-fifths of its investment.  

 

d. 1) See the table below for the vehicles listed on Line Nos. 17-20. 

 

Line No. Description In Service Date

17 KY-1 Vehicle Replacement 11/9/2015

18 KY-2 Vehicle Replacement 11/18/2015

19 KY-3 Vehicle Replacement 11/18/2015

20 KY-4 Vehicle Replacement 12/9/2015

 

2) These vehicle additions are needed because they’re replacing 

vehicles that were beyond their useful life.  These vehicles will be 

used exclusively by Kentucky employees during field 

maintenance, leak repairs, service installations, flushing, 

investigating service complaints, monitoring facilities, system 
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inspections, responding to after-hours emergency calls, collecting 

distribution samples, performing water tests, coordination of work 

with contractors, responding to field activities, and reading water 

meters. 

 

Witnesses: Bruce Haas, Brian Halloran 
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Staff DR 2.24 

 

Vehicles 



Response to Staff DR 2.24a and 2.24b
  

Line 
No.

Asset 
Number Asset Description Vin Number Vehicle Number Driver Name

Miles Driven 
in Test Year Comment

1 102590 03 CHEV C15 1GCEC14X93Z48581 0332 Colby Wilson 5,414 Used for everyday operation functions in the field

2 102637 03 FORD F150 PICKUP 1FDXF46F13EA82338 0383
John Turner / 
Ronnie Rushing 207

Used for hauling stone to storage facility and haul off spoilage from 
leak excavations

3 102697 04 CHEV KODIAK 7500 1GBK7C104F516803 0462
Mike Partin / Jacob 
Zumbrum 380

Used for hauling stone to storage facility and haul off spoilage from 
leak excavations

5 163067 08 CHV COLORADO 4X2 1GCCS19E988112238 0804 No longer in service 14,046 No longer in service
6 163068 08 CHV SILVERADO 15 2GCEK19C881114654 0817 Ronnie Rushing 7,947 Used for everyday operation functions in the field
7 1003733 BREDEMANN CHEVROLET 1GCCS39E888195575 0875 No longer in service 10,964 No longer in service
8 1003734 BREDEMANN CHEVROLET 1GCEK19C38Z281608 0873 Gary Mills 12,793 Used for everyday operation functions in the field
9 1005436 2011 CHEVROLET K1500 EXT CAB 1GCRKSE36BZ338419 1129 James Leonard 7,028 Travel from various WSCK facilities to oversee operational activities

10 1005444 2011 CHEVROLET SILVERADO 1GRKPE07BZ150480 1137 Jacob Zumbrum 13,870 Used for everyday operation functions in the field
11 1005689 2011 TOYOTA PRIUS JTDKN3DU0B5359332 1165 Pool Vehicle 15,068 Used for distance traveling
12 1007046 CHEVY SILVERADO 1GCVPEH4EZ196941 1439 John Turner 5,768 Used for everyday operation functions in the field
13 1007051 CHEVY SILVERADO 1GCVKPEH9EZ197566 1444 Mike Partin 9,000 Used for everyday operation functions in the field
14 2003092 KUBOTA RTV 900 (4X4) N/A N/A N/A N/A Used only at Middlesboro WTP; Use for travel from WTP to Pump Station
15 102829 06 TOYOTA HIGHLANDER HYBRID N/A N/A N/A N/A WSC vehicle that is no longer allocated to KY
16 102758 06 CHEV C15 4X4 1GCEK14T16Z124065 0616 Stephen Vaughn 6,573 Used for everyday operation functions in the field

21 1007004 2014 CHEVY EQUINOX - HAAS VEHICLE2GNFLFEK6E6150134 1436 Bruce Haas 55,030
Travel from various WSCK facilities, as well as other Midwest Region 
facilities, to oversee operation activities
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25. Refer to the Application, Exhibit 4, Workpaper o. Six separate computer accounts 

are listed. For each account, provide the following: 

a. A description of all computer hardware and software included in the 

account; 

b. The location of the computer hardware identified in response to 25.a; 

c. A description of the functions performed by the computer hardware and 

software identified in response to 25.a; and 

d. A description of how the computer hardware and software identified in 

response to 25.a. benefits WSKY's customers. 

Response: Below is a listing of the six separate computer accounts that are listed on 

Workpaper o.  Items A through D are answered per account. 

1)  102.1580 – Mainframe Computers 

 a. This account includes all costs related to the “Mainframe Computers” 

that are used primarily for bulk data processing, hosting the internal 

document server, and other similar functions for WSC and its affiliates. 

 b. Northbrook, IL  

 c. See the response to 25.1.a 

 d. The computer hardware and software identified in response 25.a 

benefits WSKY’s customers because office, operational, and customer 

service personnel are able to operate and perform at a more efficient and 
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effective rate in order to provide safe and reliable water service for 

customers.  

2)  102.1585 – Mini Computers 

 a. This account is used to record purchases of computer hardware used by 

WSC employees.  Some computer hardware items include, but are not 

limited to, laptops, monitors, keyboards, and docking stations.  Prior to 

2008, all computer hardware was booked to the various states where it was 

used.  After 2008, any purchase of computer hardware for use by WSC 

employees was recorded in this account. 

 b. The location of the computer hardware varies.  Every WSC employee is 

assigned various equipment upon employment based on their job 

descriptions.  Operators and Field Technicians are assigned a Getac 

Rugged laptop, a wireless hotspot device (MiFi device), and a cellphone.  

Office employees are assigned a Lenovo laptop, docking station, monitor, 

and wireless keyboard and mouse. 

 c. See response to 25.2.a.  

 d. The computer hardware and software identified in response 25.a 

benefits WSKY’s customers because office, operational, and customer 

service personnel are able to operate and perform at a more efficient and 

effective rate in order to provide safe and reliable water service for 

customers. 
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3)  860.1585 – Mini Computers 

 a. Prior to 2008, all computer hardware that was purchased for use by 

WSKY employees were booked to this account.  After 2008, any purchase 

of computer hardware for use by WSKY employees was recorded to the 

WSC Mini Computers account, as mentioned in number 2 above.  This 

state account has been inactive since 2008 and there is no net book value 

as of 6/30/15.     

 b. Middlesboro and Clinton, KY 

 c. See response to 25.3.a 

 d. The computer hardware and software identified in response 25.a 

benefits WSKY’s customers because office, operational, and customer 

service personnel are able to operate and perform at a more efficient and 

effective rate in order to provide safe and reliable water service for 

customers. 

4)  102.1590 – Computer System Costs 

 a. This account is used to record the purchase of any computer systems 

that are used by WSC or affiliates for its day-to-day operations.  Some of 

the computer systems used by WSC or affiliates include, but are not 

limited to, Microsoft Office applications, Oracle databases, and ShoreTel 

communications.  
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 b. All of the computer systems that are in this account are accessible 

through the employee’s laptop. 

 c. See response to 25.4.a  

 d. The computer hardware and software identified in response 25.a 

benefits WSKY’s customers because office, operational, and customer 

service personnel are able to operate and perform at a more efficient and 

effective rate in order to provide safe and reliable water service for 

customers. 

5)  102.1595 – Micro Systems Costs 

 a. This account is no longer used by the Company and there is no book 

value in the account.  

 b. See response to 25.5.a 

 c. See response to 25.5.a 

 d. The computer hardware and software identified in response 25.a 

benefits WSKY’s customers because office, operational, and customer 

service personnel are able to operate and perform at a more efficient and 

effective rate in order to provide safe and reliable water service for 

customers. 

6)  860.1595 – Micro Systems Costs 

 a. This account is no longer used by the Company and there is no book 

value in the account. 
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 b. See response to 25.6.a. 

 c. See response to 25.6.a. 

 d. The computer hardware and software identified in response 25.a 

benefits WSKY’s customers because office, operational, and customer 

service personnel are able to operate and perform at a more efficient and 

effective rate in order to provide safe and reliable water service for 

customers. 

Witness: Brian Halloran  
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26. Refer to the Application, Exhibit 4, Workpaper e. Provide copies of the tax 

assessment statements that support the test-year expense for Utility/Commission Tax, Real Estate 

Tax, Personal Property Tax, and Property/Other General Tax in the amounts of $7,990, $56,190, 

$15,051, and $5,505, respectively. 

Response: Please refer to the attached file labeled “Staff DR 2.26 – Tax Assessment 

Statements” for the Company’s response. 

 

Witness: Brian Halloran 
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Staff DR 2.26 

 

Tax Assessment 

Statements   





































































Response to Staff DR 2.26

Account No. Account Name Cost Description Direct Allocated Total Comment
7545 Personal Property Tax General Tax Accrual JE 8               8            Allocated from WSC
7545 Personal Property Tax Invoices 10,208  10,208  See the attached files labeled "Staff DR 2.26 - Personal Property Tax Invoices"
7545 Personal Property Tax Personal Property Tax Adjustment 4,835    4,835    Journal Entry to true-up 2014 Personal Property Taxes
7545 Total 15,043  8               15,051  

7550 Property/Other General Tax General Tax Accrual JE 5,280    225           5,505    Journal Entry to record property/other general taxes for the year
7550 Total 5,280    225           5,505    

7555 Real Estate Tax Cook County Property Tax Bill 1,929        1,929    Allocated from WSC
7555 Real Estate Tax Invoices 54,213  54,213  See the attached files labeled "Staff DR 2.26 - Real Estate Tax Invoices"
7555 Real Estate Tax Real Estate Tax Accrual 2014 48             48          Allocated from WSC - Journal Entry to true-up 2014 Personal Property Taxes
7555 Total 54,213  1,977        56,190  

7570 Utility/Commission Tax Invoices 7,840    7,840    See the attached files labeled "Staff DR 2.26 - Utility Tax Invoices"
7570 Utility/Commission Tax Utility Tax Adjustment 2014 150        150        Journal Entry to true-up 2014 Utility/Commission Taxes
7570 Total 7,990    7,990    

Total 82,526  2,210       84,736  
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27. Refer to the Application, Exhibit 4, Schedule B, Line 38, "Expense Reduction 

Related to Clinton Sewer Operations" in the amount of $154,344. 

a. Using an income statement account format, provide a detailed listing of 

each expense included in this amount and show how the amount of each expense account was 

determined. 

b. Provide the service contract between WSKY and the city of Clinton.  

c. State the number of customers served by the city of Clinton's sewer 

system. 

d. Provide the names of all employees of Water Service Corporation, its 

subsidiaries and affiliates, that are located in or outside of Kentucky that provided services to the 

city of Clinton during the test year pursuant to the service contract.  

e. State whether each employee that provided service to the city of Clinton 

used direct time reporting to assign their actual work time to the contracted operations. 

1) If direct time reporting was used during the test year, provide a 

copy of each employee's time sheet for the second pay period of March, 2015. 

2) If direct time reporting was not used during the test year, explain 

how WSKY ensures that time is accurately reported to contracted operations. 

f. Identify all assets of Ul, and its subsidiaries, that are used to provide 

contracted services to the city of Clinton. 
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g. State the name of the entity that records the revenue derived from the 

Clinton Contract. 

h. State the amount of the revenue derived from the Clinton Contract during 

the test year. 

Response: 

a. Please see the attached file labeled “Staff DR 2.27a – Clinton Sewer 

Expense” for the Company’s response. 

b. Please see the attached file labeled “Staff DR 2.27.b – Clinton Contract” 

for the Company’s response. 

c. Approximately 600 customers are served by the city of Clinton’s sewer 

system. 

d. Please refer to the response provided in “Staff DR 2.27.a” for support.  A 

listing of employees that provided services to the city of Clinton during 

the test year pursuant to the service contract are listed below: 

 

 James Leonard, John Turner, Billy Nelms Jr., and Ronald G. Rushing 

 

e. No direct time reporting was used during the test year; however all time 

recorded and charged to contracted operations is reviewed and approved 

by the employee’s direct supervisor.  
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f. Below are a listing of some, but not limited to, WSKY assets that are used 

in the Clinton Sewer Contract Operations: 

 - Vehicles, Computers, Project Phoenix, Cell Phones, Cellular MiFi, 

Various Tools, Office Printer, Office Phone, Office Fax, Office Internet, 

Backhoe, Air Compressor, Generator, Concrete Saw, and Trash Pumps.  

g. Utilities, Inc.  

h. Please refer to the response provided in “Staff DR 2.27.a” for support.  

The total amount of revenue derived from the Clinton Contract during the 

test year is $32,217. 

 

Witness: Brian Halloran 

  



CASE NO. 2015-00382 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION 

 

 

 

 

Staff DR 2.27a 

 

Clinton Sewer Expense   



CASE NO. 2015-00382 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION 

 

 

 

 

Staff DR 2.27b 

 

Clinton Contract 

  

















































CASE NO. 2015-00382 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION 

 

 

 

28. Refer to the Application, Exhibit 4, Schedule 8, Line 50, "Interest During 

Construction" in the amount of $5,026. 

a. Provide the calculation of this amount. 

b. Discuss the methods generally used by WSKY to calculate the amount of 

interest capitalized. 

Response:  

a. Please see the attached filed labeled “Staff DR 2.28 – Interest During 

Construction” for the calculation of this amount. 

b. WSKY calculates “Interest During Construction” monthly by taking the 

project balance, net of “Interest During Construction”, and multiplying the 

project balance by the State “Interest During Construction” rate.  Although 

the expense is on WSKY’s books, the Company inadvertently included 

this expense for rate-making purposes as it is not indicative of ongoing 

operations. 

 

Witness: Brian Halloran 
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29. Refer to the Application, Exhibit 4, Schedule C and Workpaper f. On Column 8 

of Schedule C, Gross Plant as of June 30, 2015, is stated in Column 8 at $11,829,534. On 

Column C of Workpaper f, Total Plant as of June 30, 2015, is stated at $10,396,783. Reconcile 

these amounts and describe each reconciling item. 

Response: Please see the attached file labeled “Staff DR 2.29 – Plant in Service 

Reconciliation” for the Company’s response.  The difference between 

Schedule C, Gross Plant as of June 30, 2015 and Workpaper F, Total Plant 

as of June 30, 2015, is related to the Per Books amounts of the 

“Transportation” and “Computers” accounts, or $594,204 and $838,547, 

respectively. Please be advised Workpaper f shows a breakdown of 

depreciation and amortization expenses; Transportation and Computer 

depreciation expense is shown in rows 44 and 45, respectively. 

 

Witness: Brian Halloran 
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30. Refer to the Application, Exhibit 4, Workpaper c, Column E. Show how Gross 

Plant in Service and Accumulated Depreciation in the amounts of $172,624 and $4,599, 

respectively, were determined and explain what they represent. 

Response: Please refer to the workpaper provided in response to Staff DR 1.3, 

labeled “Staff DR 1.3 – wp c Plant in Service”.   

The Gross Plant in Service amount of $172,624 is comprised of July 

through August 2015 actual general ledger capital additions and the 

September through December 2015 amounts are forecasted amounts based 

on historical trends and spending. 

The Accumulated Depreciation amount of $4,599 is incremental 

depreciation which resulted from annualizing depreciation from the 

$172,624 pro forma capital additions. The pro forma capital additions of 

$172,624 was allocated to plant accounts based off the weighted average 

of each accounts balance, as of June 30, 2015.  Each allocated amount was 

then multiplied by its respective depreciation rate to determine the 

incremental accumulated depreciation impact of the pro forma gross plant 

in service additions.   

 

Witness: Brian Halloran  
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31. The table below compares the gross plant in service balances reported by WSKY 

in its annual reports for the previous three years and in its Application. 

 

Plant Balance 
Annual Report 

12/31/12 

 
Net 

Increase 

Plant Balance 
Annual Report 

12/31/13 

 
Net 

Increase 

Plant Balance 
Annual Report 

12/31/14 

 
Net 

Increase 

Plant Balance 
Application 
06/30/15 

         
$10,657,790 $   281,406 $   10,939,196 $500,663 $  11,439,859 $389,675 $   11,829,534 
       

a. For each net increase shown in the comparison, provide a list of each plant 

addition project and each plant retirement project and include a description of each project and 

state each project's total cost. 

b. Separate each addition and retirement project's total cost into the 

following categories: 

1) wages and wage overhead charges (i.e. health insurance, 

retirement, etc.) that were directly assigned to the project for an employee of Water Service 

Corporation, or its subsidiary, who is located in Kentucky; 

2) wages and wage overhead charges (i.e., health insurance, 

retirement, etc.) that were directly assigned to the project for an employee of Water Service 

Corporation, or its subsidiary, who is located outside of Kentucky; 

3) wages and wage overhead charges (i.e., health insurance, 

retirement, etc.) that were allocated to the project for an employee of Water Service Corporation, 

or its subsidiary, who is located in Kentucky; 

4) Contract labor; 

5) Transportation; 
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6) Equipment; 

7) Engineering and Design; 

8) Capitalized Interest; and 

9) Other (Specify). 

Response: Please refer to the attached file labeled “Staff DR 2.31 – Plant Bal & 

Additions 2013.01.01-2015.06.30” for the Company’s response.  The Company’s 

interpretation of this question was that the requested detail was specific to capital 

projects, which we have included in detailed and summarized forms.  However, all plant 

detail can be found on tab, “WSCKY GL (ALL) 2013-6.30.2015”. 

Witness: Brian Halloran 
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32. Refer to the Application, Exhibit 4, Schedule C, Line 9, Accumulated Deferred 

Income Taxes in the amount of $836,172. Provide work papers showing separately the 

accumulation of the balances for state and federal deferred income taxes. 

Response: Please see the attached file labeled “Staff DR 2.32 – ADIT” for the 

Company’s response. 

Witness: Brian Halloran 
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Response to Staff DR 2.32

2005 2005 2006 2006 2007 2007 2008 2008 2009 2009 2010 2010 2011 2011 2012 2012 2013 2013 2014 2014 2015 Jan - Jun 2015 6/30/2015 Per Filing
NARUC Account Object Account ADIT Component Beg Balance Additions Beg Balance Additions Beg Balance Additions Beg Balance Additions Beg Balance Additions Beg Balance Additions Beg Balance Additions Beg Balance Additions Beg Balance Additions Beg Balance Additions Beg Balance Additions End Balance 6/30/2015

283.00                   4369 DEF FED TAX - CIAC PRE 1987 -                -           -                -           -                -           -                -             -                -           -                -             -                -             -                -             -                -             -                -           -                -                   -                -              
283.00                   4371 DEF FED TAX - TAP FEE POST 2000 66                 -           66                 -           66                 -           66                 -             66                 -           66                 29,201      29,267         (29,201)     66                 -             66                 -             66                 -           66                 -                   66                 66                
283.00                   4375 DEF FED TAX - RATE CASE (13,486)        -           (13,486)        (13,842)    (27,328)        (1,739)      (29,067)        9,782         (19,285)        (28,769)    (48,054)        13,884      (34,170)        (23,301)     (57,471)        30,458      (27,013)        (18,799)     (45,812)        -           (45,812)        -                   (45,812)        (45,812)       
283.00                   4377 DEF FED TAX - DEF MAINT (65,333)        -           (65,333)        19,317     (46,016)        19,317     (26,699)        21,214      (5,485)          (1,088)      (6,573)          2,707         (3,866)          2,218         (1,648)          (28,261)     (29,909)        5,937         (23,972)        -           (23,972)        -                   (23,972)        (23,972)       
283.00                   4383 DEF FED TAX - ORGN EXP (31,953)        -           (31,953)        (8,102)      (40,055)        (8,102)      (48,157)        (149)          (48,306)        -           (48,306)        -             (48,306)        810            (47,496)        819            (46,677)        5,504         (41,173)        -           (41,173)        -                   (41,173)        (41,173)       
283.00                   4385 DEF FED TAX - BAD DEBT -                -           -                -           -                -           -                -             -                8,238       8,238            6,611         14,849         (3,493)       11,356         (1,876)       9,480            996            10,476         -           10,476         -                   10,476         10,476         
283.00                   4387 DEF FED TAX - DEPRECIATION (280,471)      -           (280,471)      46,830     (233,641)      34,697     (198,944)      (47,035)     (245,979)      (50,635)    (296,614)      (49,226)     (345,841)      (53,591)     (399,432)      (104,759)   (504,191)      (325,680)   (829,871)      115,042   (714,829)      254                  (714,576)      (714,576)     
283.00                   4389 DEF FED TAX - NOL -                -           -                -           -                -           -                -             -                -           -                -             -                -             -                -             -                57,074      57,074         (2)             57,072         (3)                     57,069         57,069         
283.00                   4395 DEF FED TAX - PRE ACRS -                -           -                -           -                -           -                -             -                -           -                -             -                -             -                -             -                -             -                -           -                -                   -                -              

TOTAL DEFERRED FEDERAL TAXES (391,177)      -           (391,177)      44,203     (346,974)      44,173     (302,801)      (16,188)     (318,989)      (72,254)    (391,243)      3,177        (388,067)      (106,558)   (494,625)      (103,619)   (598,244)      (274,969)   (873,212)      115,040   (758,173)      251                  (757,921)      (757,921)    

ROLLING AVG DEFERRED FEDERAL TAXES (391,177)      (391,177)      (376,443)      (358,032)      (350,224)      (357,060)      (361,490)      (378,132)      (402,589)      (449,651)      (477,698)      

283.00                   4417 ACCUM DEF INCOME TAX - ST -                -           -                -           -                -           -                -             -                -           -                -             -                -             -                -             -                (15)             (15)                (0)             (16)                (0)                     (16)                (16)              
283.00                   4419 DEF ST TAX - CIAC PRE 1987 -                -           -                -           -                -           -                -             -                -           -                -             -                -             -                -             -                -             -                -           -                -                   -                -              
283.00                   4421 DEF ST TAX - TAP FEE POST 2000 14                 -           14                 -           14                 -           14                 -             14                 -           14                 6,464         6,478            (6,464)       14                 -             14                 -             14                 -           14                 -                   14                 14                
283.00                   4425 DEF ST TAX - RATE CASE (2,986)          -           (2,986)          (3,064)      (6,050)          (384)         (6,434)          2,165         (4,269)          (6,369)      (10,638)        3,074         (7,564)          (5,159)       (12,723)        5,718         (7,005)          (3,529)       (10,534)        -           (10,534)        -                   (10,534)        (10,534)       
283.00                   4427 DEF ST TAX - DEF MAINT (14,459)        -           (14,459)        4,276       (10,183)        4,276       (5,907)          4,696         (1,211)          (240)         (1,451)          599            (852)             491            (361)             (5,305)       (5,666)          1,114         (4,552)          -           (4,552)          -                   (4,552)          (4,552)         
283.00                   4433 DEF ST TAX - ORGN EXP (1,794)          -           (1,794)          (1,794)      (3,588)          (1,794)      (5,382)          (33)             (5,415)          (32)           (5,447)          -             (5,447)          179            (5,268)          154            (5,114)          563            (4,551)          -           (4,551)          -                   (4,551)          (4,551)         
283.00                   4435 DEF ST TAX - BAD DEBT -                -           -                -           -                -           -                -             -                1,824       1,824            1,464         3,288            (773)          2,515            (352)          2,163            187            2,350            -           2,350            -                   2,350            2,350           
283.00                   4437 DEF ST TAX - DEPRECIATION (9,128)          -           (9,128)          10,363     1,235            9,540       10,775         (10,028)     747               (11,048)    (10,301)        (10,833)     (21,133)        (10,994)     (32,128)        (19,602)     (51,729)        (15,971)     (67,701)        5               (67,696)        7                       (67,689)        (67,689)       
255.10                   4439 UNAMORT INVEST TAX CREDIT -                -           -                -           -                -           -                -             -                -           -                -             -                -             -                -             -                6,728         6,728            -           6,728            -                   6,728            6,728           

TOTAL DEFERRED STATE TAXES (28,353)        -           (28,353)        9,781       (18,572)        11,638     (6,934)          (3,200)       (10,134)        (15,865)    (25,999)        768            (25,230)        (22,721)     (47,952)        (19,387)     (67,338)        (10,924)     (78,262)        5               (78,257)        7                       (78,251)        (78,251)      

ROLLING AVG DEFERRED STATE TAXES (28,353)        (28,353)        (25,093)        (20,553)        (18,469)        (19,724)        (20,511)        (23,941)        (28,763)        (33,713)        (37,762)        

TOTAL ADIT (419,530)      -           (419,530)      53,984     (365,546)      55,811     (309,735)      (19,388)     (329,123)      (88,119)    (417,242)      3,945        (413,297)      (129,280)   (542,577)      (123,005)   (665,582)      (285,892)   (951,474)      115,044   (836,430)      258                  (836,172)      (836,172)    

ROLLING AVG TOTAL ADIT (419,530)      (419,530)      (401,535)      (378,585)      (368,693)      (376,784)      (382,000)      (402,072)      (431,351)      (483,364)      (515,460)      

Additions per year
Per Filing

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 Total 6/30/2015
283.00                   4369 DEF FED TAX - CIAC PRE 1987 -                -           -                -           -                -           -                -             -                -           -                -             -                
283.00                   4371 DEF FED TAX - TAP FEE POST 2000 66                 -           -                -           -                29,201     (29,201)        -             -                -           -                66              66                  
283.00                   4375 DEF FED TAX - RATE CASE (13,486)        (13,842)    (1,739)          9,782       (28,769)        13,884     (23,301)        30,458      (18,799)        -           -                (45,812)     (45,812)         
283.00                   4377 DEF FED TAX - DEF MAINT (65,333)        19,317     19,317         21,214     (1,088)          2,707       2,218            (28,261)     5,937            -           -                (23,972)     (23,972)         
283.00                   4383 DEF FED TAX - ORGN EXP (31,953)        (8,102)      (8,102)          (149)         -                -           810               819            5,504            -           -                (41,173)     (41,173)         
283.00                   4385 DEF FED TAX - BAD DEBT -                -           -                -           8,238            6,611       (3,493)          (1,876)       996               -           -                10,476      10,476           
283.00                   4387 DEF FED TAX - DEPRECIATION (280,471)      46,830     34,697         (47,035)    (50,635)        (49,226)    (53,591)        (104,759)   (325,680)      115,042   254               (714,576)   (714,576)       
283.00                   4389 DEF FED TAX - NOL -                -           -                -           -                -           -                -             57,074         (2)             (3)                  57,069      57,069           
283.00                   4395 DEF FED TAX - PRE ACRS -                -           -                -           -                -           -                -             -                -           -                -             -                

-                

TOTAL DEFERRED FEDERAL TAXES (391,177)      44,203     44,173         (16,188)    (72,254)        3,177       (106,558)      (103,619)   (274,969)      115,040   251               (757,921)   (757,921)       

283.00                   4417 ACCUM DEF INCOME TAX - ST -                -           -                -           -                -           -                -             (15)                (0)             (0)                  (16)             (16)                
283.00                   4419 DEF ST TAX - CIAC PRE 1987 -                -           -                -           -                -           -                -             -                -           -                -             -                
283.00                   4421 DEF ST TAX - TAP FEE POST 2000 14                 -           -                -           -                6,464       (6,464)          -             -                -           -                14              14                  
283.00                   4425 DEF ST TAX - RATE CASE (2,986)          (3,064)      (384)             2,165       (6,369)          3,074       (5,159)          5,718         (3,529)          -           -                (10,534)     (10,534)         
283.00                   4427 DEF ST TAX - DEF MAINT (14,459)        4,276       4,276            4,696       (240)             599          491               (5,305)       1,114            -           -                (4,552)       (4,552)           
283.00                   4433 DEF ST TAX - ORGN EXP (1,794)          (1,794)      (1,794)          (33)           (32)                -           179               154            563               -           -                (4,551)       (4,551)           
283.00                   4435 DEF ST TAX - BAD DEBT -                -           -                -           1,824            1,464       (773)             (352)          187               -           -                2,350         2,350             
283.00                   4437 DEF ST TAX - DEPRECIATION (9,128)          10,363     9,540            (10,028)    (11,048)        (10,833)    (10,994)        (19,602)     (15,971)        5               7                   (67,689)     (67,689)         
283.00                   4439 UNAMORT INVEST TAX CREDIT -                -           -                -           -                -           -                -             6,728            -           -                6,728         6,728             

-                

TOTAL DEFERRED STATE TAXES (28,353)        9,781       11,638         (3,200)      (15,865)        768          (22,721)        (19,387)     (10,924)        5               7                   (78,251)     (78,251)         
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33. Refer to the Application, Exhibit 4, Schedule E, Line 14. Provide the calculation 

of the "Gross-up Factor." 

Response: The calculation of the “Gross-up Factor” shown on Exhibit 4, Schedule E, 

Line 14 is calculated taking the number “1” and dividing it by the total 

product of: 1 less the State Tax Rate, 1 less the Federal Tax Rate, 1 less 

the Gross Receipt Tax Rate, and 1 less the Uncollectable Rate.   

For this schedule, the following variables were assumed for the various 

rates: 

 State Tax Rate: 6% 

 Federal Tax Rate: 34% 

 Gross Receipt Tax Rate: 0.1583% 

 Uncollectable Rate: 1.98% 

 

Witness: Brian Halloran 
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34. Refer to the Application, Exhibit 4, Cost of Service Study (COSS), w/p [t-1]. 

a. Explain why the Fire Protection Rates were not a part of the COSS. 

b. Explain why it is appropriate to increase the current Fire Protection rates 

by 24.62 percent in light of having done a cost-of-service study. 

Response: 

a. Fire Protection Rates were not a part of the COSS because the Company 

used the only COSS that was at the disposal of the Company, which only 

calculated proposed rates for metered customers.  The Company did not 

hire a COSS expert for this rate case in order to keep rate case expense to 

a minimum. 

b. The Company believes it is appropriate to increase the current Fire 

Protection rates by 24.62% because the total revenue requirement could 

not be obtained for the utility without increasing the rates for fire 

protection services.    

 

Witness: Brian Halloran 
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35. Refer to the Application, Exhibit 4, COSS. Explain how the rates being proposed 

were calculated. Provide the work papers that detail the calculation of the proposed rates. 

Response: 

Please refer to the file provided in response to Staff DR 1.3 labeled “Staff DR 1.3 

– Filing Template” for the workpapers that detail the calculation of the proposed 

rates. 

Proposed rates were calculated by taking the “Commercial Cost per Bill” plus 

“Other Cost for Equivalent Meter” multiplied by the specific meter size’s 

“Equivalent Meter Multiplier” plus “Other Cost for Equivalent Services” 

multiplied by the specific meter size’s “Equivalent Service Multiplier”.  Each of 

the terms are discussed in greater detail below: 

 

“Commercial Cost per Bill”:  This is calculated by taking the revenue requirement 

allocated to billing, found on w/p t-4 Column G Line 27, and dividing by the total 

number of bills, found on w/p t-1 Column P Line 12. 

 

“Other Cost for Equivalent Meter”:  This is calculated by taking the revenue 

requirement allocated to meters, found on w/p t-4 Column H Line 27, and 

dividing by the total number of equivalent meters, found on w/p t-5 Column I 

Line 12. 
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“Equivalent Meter Multiplier”:  This variable is dependent upon the meter size for 

which the proposed rate is being calculated for.  The source of the multiplier can 

be found on w/p t-5, in Column B. 

 

“Other Cost for Equivalent Services”:  This is calculated by taking the revenue 

requirement allocated to services, found on w/p t-4 Column I Line 27, and 

dividing by the total number of equivalent services, found on w/p t-5 Column I 

Line 14. 

 

“Equivalent Service Multiplier”:  This variable is dependent upon the meter size 

for which the proposed rate is being calculated for.  The source of the multiplier 

can be found on w/p t-5, in Column C. 

   

Witness: Brian Halloran 
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36. Refer to the Halloran Testimony, page 14, Lines 15-22. Mr. Halloran states that 

the COSS is modeled after one that was used by Utility Services of Illinois, Inc. , in a 

consolidated rate case that was submitted to the Illinois Commerce Commission docketed as 

Docket Number 14-07 41. Mr. Halloran continues by stating that this COSS model "calculates 

rates and allocates the revenue requirement to the customers' base facility charge and the 

customers' per gallon charge, which is based on a 40/60 fixed to variable ratio." 

a. Identify all other COSS models considered for WSKY. 

b. Provide a detailed explanation for each alternative model and explain why 

it was not chosen. 

c. If no other models were considered, explain why this model was the only 

model that was considered. 

d. Discuss all fixed to variable ratios that were considered for WSKY. 

Response: 

a. WSKY did not explore utilizing other COSS models, since we only have 

the one at our disposal.  WSKY could have hired a COSS expert for this 

case, but WSKY did not choose to pursue this option in an effort to keep 

our rate case expense for this case to a minimum. 

 b. Please see the response to item 36.a. 

 c. Please see the response to item 36.a. 

d. Since WSKY did not hire a COSS expert, WSKY did not explore 

implementing any other fixed to variable ratios.  WSKY believes that the 
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40/60 fixed to variable ratio is fair and reasonable as discussed in the 

Company’s response to Item 19 of the Attorney General’s First Request 

for Information.  

 

Witness: Brian Halloran  
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37. Refer to the Halloran Testimony Page 16, Lines 8-12 and page 17, Lines 1-2. Mr. 

Halloran states that WSKY is removing the usage tiers because: 1) "The tiered system of rates 

didn't treat high usage customers and low usage customers equally; and 2) "any gallonage over 

the minimum usage threshold should be charged the same usage rate per 1,000 gallons." Discuss 

in detail whether WSKY believes that replacing its declining block rates with a single volumetric 

usage rate is a method to promote water conservation to its customers. 

Response: The current declining block structure which is in place for WSKY’s 

customers does not encourage water conservation as the customers’ cost 

per gallon decreases they more they use. WSKY has proposed replacing it 

with a single volumetric usage rate which will better promote water 

conservation to its customers in comparison to a declining block structure.  

 

Witness: Brian Halloran 
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38. Refer to the Application, Exhibit 11 , page 14.  

a. Provide a copy of the unsecured revolving credit facility agreement that 

details the financial covenants to which Ul and its subsidiaries are subject. 

b. For each month of the 12-month period ending June 30, 2015, state the 

outstanding balance of the revolving credit facility that was owed by Ul and state the effective 

interest rate for each month. Show the components (prime, LIBOR, and spread) of each month's 

interest rate separately. 

c. Provide a copy of the Master Note Purchase Agreement for the issuance of 

collateral trust notes in the aggregate amount of up to $400,000,000. 

d. Provide a copy of the Master Note Purchase Agreement documents that 

were executed upon the initial issuance of $180,000,000. 

Response: 

a. Please refer to the attached file labeled “Staff DR 2.38a – Credit 

Agreement” for the Company’s response, which is being filed in 

conjunction with a Petition for Confidentiality. 

 

 b. Please refer to the table below for the Company’s response: 



CASE NO. 2015-00382 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION 

 

 

 

  

Response to Staff DR 2.38b

Revolver (Libor) Revolver (Libor) 

Outstanding Interest

Balance Rate

July 2014 17,200,000           1.68750%

August 2014 17,200,000           1.68750%

September 2014 17,000,000           1.68750%

October 2014 17,000,000           1.68750%

November 2014 17,000,000           1.68750%

December 2014 2,300,000             1.68750%

January 2015 11,500,000           1.68750%

February 2015 11,500,000           1.68750%

March 2015 13,000,000           1.68750%

April 2015 13,500,000           1.68750%

May 2015 14,000,000           1.43750%

June 2015 14,500,000           1.68750%

 

c. Please refer to the attached file labeled “Staff DR 2.38c – Collateral Trust 

Notes” for the Company’s response, which is being filed in conjunction 

with a Petition for Confidentiality. 

 

d. Please refer to the file provided in response to Staff DR 2.38a. 

 

Witness: Brian Halloran 
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39. Refer to WSKY's response to Item 2.b. of the Commission's First Request for 

Information. The Commission requested that a description be provided for all regulated and 

nonregulated business activities of each company listed on the organizational chart and that the 

description include the amount of revenues and expenses recognized for each regulated and 

nonregulated activity during the 12-month period ending June 30, 2015. In its response, WSKY 

did not describe any of its, or its affiliates,' regulated and nonregulated operations, nor did it 

separate regulated and nonregulated revenues and expenses. 

a. Provide the information that was requested . 

b. For each regulated operation included on the list provided in response to 

Item 39.a., above, provide the following: 

1) The number of rate increase applications filed in the previous ten 

years; 

2) The docket number of the most recent rate filing and the date it 

was filed; and 

3) The total amount of rate case expense requested for recovery and 

the amount allowed by the regulatory agency. This response shall separate rate-case expense into 

these cost categories: legal fees, consulting fees, customer notice, travel, Water Service 

Corporation's personnel, miscellaneous. 

Response: a. Please refer to the attached file labeled “Staff DR 2.39 – UI 

Operations” for the Company’s response.   

 b. Please refer to the file provided in response to Staff DR 2.39.a.   
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 1) The number of rate increase applications filed in the previous ten 

years can be found in the column labeled “Rate Increase Applications Past 

10 Years”. 

 2) The docket number of the most recent rate filing and the date it 

was filed can be found in the columns labeled “Most Recent Docket #” 

and “Date Filed”, respectively. 

 3) The total amount of rate case expense requested for recovery and 

the amount allowed by the regulatory agency can be found in the columns 

labeled “RC Expense Requested” and “RC Expense Granted”, 

respectively.  Actual rate case spending has been separated into the cost 

categories requested, and can be found in the columns labeled “Legal”, 

“Consulting”, “Customer Notices”, “Travel”, “Captime” and 

“Miscellaneous”.  A comment column has been provided for any 

clarification of the specific rate case. 

Witness: Brian Halloran 
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Response to Staff DR 2.39
TTM 06/15 TTM 06/15 TTM 06/15 TTM 06/15 TTM 06/15 TTM 06/15 Rate Increase
Regulated Non-Regulated Regulated Non-Regulated Regulated Non-Regulated Applications Most Recent RC Expense RC Expense Customer

CO Description State Region Revenues Revenues Expenses Expenses Net Income Net Income ERC Count - June 2015 Regulated / Non-Regulated Services Past 10 Years Docket # Name of Company Date Filed Requested Granted Legal Consulting Notices Travel Captime Miscellaneous Comment
750 Utility Services of Illinois, Inc. IL Midwest 6,947,107$     59,068$             2,548,883$   -$                   4,398,224$         59,068$              19,048 Regulated Water and Wastewater 1 14-0741 Utility Services of Illinois, Inc. 11/10/2014 514,589$        435,060$        200,000$   35,724$     14,612$   400$           174,304$   10,020$            Comprised of 23 different systems located in Illinois
150 Twin Lakes Utilities Inc IN Midwest 3,078,067$     21,780$             852,472$      -$                   2,225,595$         21,780$              6,237 Regulated Water and Wastewater 3 44388 Twin Lakes Utilities Inc 9/3/2013 311,449$        281,216$        45,449$     73,721$     1,557$     24$             76,308$     67,697$            
151 WSC Indiana IN Midwest 444,413$        -$                   138,138$      -$                   306,276$            -$                    363 Regulated Water and Wastewater 2 44104 WSC Indiana 10/31/2011 201,508$        50,372$          32,000$     -$           681$        1,768$        15,000$     923$                 
152 Indiana Water Service Inc IN Midwest 720,985$        -$                   429,809$      -$                   291,176$            -$                    1,839 Regulated Water Only 2 44097 Indiana Water Service Inc 10/18/2011 151,639$        80,084$          17,937$     -$           150$        2,543$        44,223$     6,143$              
180 Hardscrabble NC Atlantic -$                13,200$             -$              412$                  -$                    12,788$              108 Non-regulated Wastewater Only N/A Non-regulated Company
181 Elk River Utilities Inc NC Atlantic 160,655$        -$                   86,714$        -$                   73,941$              -$                    377 Regulated Water and Wastewater N/A Company hasn't filed for a rate case
182 Carolina Water Service NC NC Atlantic 18,055,985$   -$                   8,790,067$   -$                   9,265,918$         -$                    32,536 Regulated Water and Wastewater 5 W-354, Sub 344 Carolina Water Service NC 3/31/2015 392,889$        448,525$        105,431$   61,607$     20,535$   3,435$        112,899$   144,618$          
183 CWS Systems NC Atlantic 4,293,568$     -$                   2,006,398$   -$                   2,287,170$         -$                    12,883 Regulated Water and Wastewater 4 W-788, Sub 91 CWS Systems, Inc 6/30/2015 220,350$        220,350$        80,000$     70,000$     17,290$   -$            53,060$     -$                  
187 Carolina Trace Util Inc NC Atlantic 1,680,405$     -$                   554,641$      -$                   1,125,765$         -$                    3,106 Regulated Water and Wastewater 1 W-1013, Sub 7 Carolina Trace Utilities, Inc 5/23/2008 78,842$          77,712$          14,570$     3,486$       1,349$     -$            57,958$     349$                 
188 Transylvania Utilities Inc NC Atlantic 1,219,945$     -$                   456,467$      -$                   763,478$            -$                    3,176 Regulated Water and Wastewater 1 W-1012, Sub 12 Transylvania Utilties, Inc 6/30/2009 82,568$          59,654$          12,216$     -$           3,015$     750$           43,673$     -$                  
191 Bradfield Farms Water Co NC Atlantic 680,452$        29,517$             356,702$      -$                   323,750$            29,517$              2,540 Regulated Water and Wastewater 3 W-1044, Sub 21 Bradfield Farms 9/10/2014 142,427$        100,562$        21,713$     5,280$       1,320$     -$            53,941$     18,308$            
195 Cross State NC Atlantic -$                10,200$             1,440$          -$                   (1,440)$               10,200$              176 Regulated Water Only N/A Acquired 10/06/14
220 Tennessee Water Service TN Atlantic 364,558$        -$                   199,327$      -$                   165,231$            -$                    566 Regulated Water Only 2 09-00017 Tennessee Water Service 1/30/2009 53,937$          N/A 9,679$       -$           -$         -$            3,858$       -$                  Order approving settlement
241 Tierra Verde Utilities Inc FL Florida 983,495$        -$                   580,302$      -$                   403,193$            -$                    2,094 Regulated Wastewater Only 1 060255-SU Tierra Verde Utilities, Inc. 5/15/2006 187,574$        94,089$          32,710$     37,210$     1,683$     375$           22,111$     -$                  
242 Lake Placid Utilities Inc FL Florida 143,893$        -$                   77,546$        -$                   66,346$              -$                    262 Regulated Water and Wastewater 1 060260-WS Lake Placid Utilities, Inc. 5/15/2006 131,261$        70,620$          30,127$     23,781$     466$        -$            16,246$     -$                  
246 Utilities Inc of Longwood FL Florida 799,647$        26,820$             282,612$      -$                   517,035$            26,820$              1,723 Regulated Wastewater Only 1 090381-SU Utilities, Inc. of Longwood 9/29/2009 176,518$        116,025$        42,025$     32,365$     3,437$     -$            38,199$     -$                  
248 Cypress Lakes Util Inc FL Florida 949,188$        -$                   333,807$      -$                   615,381$            -$                    2,442 Regulated Water and Wastewater 1 130212-WS Cypress Lakes Utilities, Inc. 5/30/2014 111,765$        118,428$        39,718$     24,400$     3,410$     -$            50,855$     45$                   
249 Utilities Inc Eagle Ridge FL Florida 1,132,910$     -$                   462,157$      -$                   670,754$            -$                    2,526 Regulated Wastewater Only 2 110153-SU Utilities, Inc. of Eagel Ridge 6/24/2011 232,178$        66,554$          34,054$     31,160$     1,340$     -$            -$           -$                  
250 Mid-County Services Inc FL Florida 1,933,726$     -$                   798,146$      -$                   1,135,580$         -$                    3,355 Regulated Wastewater Only 1 080250-SU Mid-County Services, Inc. 5/27/2009 171,854$        107,968$        42,102$     28,135$     3,104$     -$            34,627$     -$                  
251 Lake Utility Services Inc FL Florida 7,573,923$     19,455$             1,849,070$   -$                   5,724,853$         19,455$              14,917 Regulated Water and Wastewater 2 100426-WS Lake Utility Services, Inc. 12/27/2010 448,701$        329,870$        92,555$     128,115$   12,014$   -$            97,186$     -$                  
252 Utilities Inc of Florida FL Florida 3,798,399$     -$                   1,542,462$   -$                   2,255,937$         -$                    9,528 Regulated Water and Wastewater 2 12209-WS Utilities, Inc. of Florida 3/29/2013 578,071$        426,558$        44,388$     225,462$   13,141$   -$            143,568$   -$                  
254 ACME Water Supply & Mgmt FL Non-regulated -$                466,120$           -$              104,848$           -$                    361,273$            834 Non-regulated Water and Wastewater N/A Non-regulated Company
255 Sanlando Utilities Corp FL Florida 7,989,581$     -$                   2,554,945$   -$                   5,434,635$         -$                    21,313 Regulated Water and Wastewater 4 140060-WS Sanlando Utilities Corp. 7/1/2014 227,100$        137,144$        38,636$     71,626$     26,883$   -$            -$           -$                  
256 Utilities Inc Sandalhaven FL Florida 677,481$        -$                   496,755$      -$                   180,727$            -$                    1,218 Regulated Wastewater Only 2 150102-SU Utilities, Inc. Sandalhaven 6/4/2015 131,850$        120,531$        39,844$     78,790$     1,898$     -$            -$           -$                  
259 Labrador Utilities Inc FL Florida 728,903$        -$                   281,080$      -$                   447,823$            -$                    1,494 Regulated Water and Wastewater 2 140135-WS Labrador Utilities, Inc. 9/15/2014 216,050$        83,597$          29,459$     52,401$     1,737$     -$            -$           -$                  
260 Utilities Inc Pennbrooke FL Florida 878,282$        -$                   374,724$      -$                   503,558$            -$                    2,723 Regulated Water and Wastewater 3 120037-WS Utilities, Inc. of Pennbrooke 3/29/2012 229,091$        49,814$          22,576$     24,800$     2,438$     -$            -$           -$                  
286 Green Ridge Utilities Inc MD Mid Atlantic 578,184$        -$                   296,379$      -$                   281,805$            -$                    928 Regulated Water Only 3 9344 Green Ridge Utilities Inc 3/31/2014 241,983$        N/A N/A N/A N/A N/A N/A N/A Case was a blackbox settlement and no specific amount of rate case expense was approved.
287 Provinces Utilities Inc MD Mid Atlantic 418,647$        109,267$           182,431$      -$                   236,216$            109,267$            1,484 Regulated Water Only 1 9135 Provinces Utilities Inc 12/28/2007 75,905$          78,466$          21,758$     -$           2,134$     2,085$        44,935$     7,554$              
288 Maryland Water Serv Inc MD Mid Atlantic 865,463$        -$                   387,545$      -$                   477,918$            -$                    2,184 Regulated Water and Wastewater 3 9345 Maryland Water Serv Inc 3/31/2014 269,110$        N/A N/A N/A N/A N/A N/A N/A Case was a blackbox settlement and no specific amount of rate case expense was approved.
300 Montague Water & Sewer Co NJ Mid Atlantic 600,207$        -$                   189,425$      -$                   410,782$            -$                    1,016 Regulated Water and Wastewater 1 WR12110983 Montague Water & Sewer Co 11/7/2012 105,288$        89,495$          86,666$     -$           -$         2,829$        -$           -$                  
315 Utilities Inc of Westgate PA Mid Atlantic 423,600$        -$                   344,336$      -$                   79,264$              -$                    913 Regulated Water Only 2 R-2009-2117389 Utilities Inc of Westgate 7/1/2009 91,925$          N/A N/A N/A N/A N/A N/A N/A Case was a blackbox settlement and no specific amount of rate case expense was approved.
316 Util Inc of Pennsylvania PA Mid Atlantic 864,406$        -$                   373,674$      -$                   490,731$            -$                    1,363 Regulated Wastewater Only 2 R-2009-2117402 Util Inc of Pennsylvania 6/30/2009 92,426$          N/A N/A N/A N/A N/A N/A N/A Case was a blackbox settlement and no specific amount of rate case expense was approved.
317 Penn Estates Utilities Inc PA Mid Atlantic 1,479,076$     -$                   759,064$      -$                   720,011$            -$                    3,252 Regulated Water and Wastewater 3 R-2013-2370455 Penn Estates Utilities Inc (Wastewater only ca 101,328$        N/A N/A N/A N/A N/A N/A N/A Case was a blackbox settlement and no specific amount of rate case expense was approved.
332 Colchester Utilities Inc VA Mid Atlantic -$                496,373$           -$              224,823$           -$                    271,551$            169 Non-regulated Wastewater Only N/A Non-regulated Company
333 Massanutten Public Serv VA Mid Atlantic 2,749,827$     -$                   1,045,229$   -$                   1,704,599$         -$                    5,687 Regulated Water Only 3 PUE-2014-00035 Massanutten Public Serv 8/8/2014 914,601$        914,601$        418,957$   359,256$   953$        930$           127,511$   6,994$              
345 Water Serv Corp Kentucky KY Midwest 2,173,464$     154,344$           1,190,192$   -$                   983,272$            154,344$            7,204 Regulated Water Only; Wastewater Management 3 2013-00237 Water Serv Corp Kentucky 9/27/2013 220,981$        259,095$        91,937$     64,074$     2,989$     2,737$        81,619$     12,132$            
356 Louisiana Water Serv Inc LA South 4,296,188$     2,504$               1,135,486$   -$                   3,160,702$         2,504$                10,269 Regulated Water and Wastewater 2 U-33595 Louisiana Consolidated 3/24/2015 310,476$        310,476$        67,910$     25,992$     22,046$   2,165$        96,938$     86,552$            All Louisiana Companies included in Consolidated Filing
357 Utilities Inc of Louisiana LA South 5,247,489$     1,201$               1,697,898$   -$                   3,549,592$         1,201$                15,151 Regulated Water and Wastewater 1 See Company above; Companies are now consolidated
358 Density Utilities of LA LA South 523,694$        -$                   309,669$      -$                   214,025$            -$                    2,420 Regulated Wastewater Only N/A Acquired on 12/31/2014
359 WTSO LA South -$                -$                   -$              -$                   -$                    -$                    0 Regulated Water and Wastewater N/A Acquired on 6/16/2015
385 Utilities Inc of Georgia GA South -$                5,266,615$        -$              992,143$           -$                    4,274,472$         10,530 Non-regulated Water and Wastewater N/A Non-regulated Company
386 Water Service Co Georgia GA South -$                1,485,962$        -$              493,192$           -$                    992,771$            2,385 Non-regulated Water and Wastewater N/A Non-regulated Company
400 Carolina Water Service Inc SC South Carolina 9,787,421$     -$                   3,594,699$   -$                   6,192,722$         -$                    22,179 Regulated Water and Wastewater 3 2015-199-WS CWS Consolidated 6/30/2015 N/A 110,000$        36,413$     30,900$     36,444$   320$           5,916$       -$                  All South Carolina Companies included in Consolidated filing
401 Util Serv South Carolina SC South Carolina 3,946,230$     -$                   1,664,397$   -$                   2,281,833$         -$                    6,816 Regulated Water and Wastewater 2 See Company above; Companies are now consolidated
402 Southland Utilities Inc SC South Carolina 80,168$          -$                   23,831$        -$                   56,337$              -$                    171 Regulated Water Only 1 See Company above; Companies are now consolidated
403 United Utility Companies, Inc SC South Carolina 868,423$        -$                   604,032$      -$                   264,391$            -$                    1,019 Regulated Water and Wastewater 2 See Company above; Companies are now consolidated
425 Bermuda Water Co AZ West 3,470,645$     -$                   789,004$      -$                   2,681,640$         -$                    8,764 Regulated Water Only 2 W-01812A-10-0521 Bermuda Water Co 12/30/2010 106,504$        106,504$        22,175$     9,339$       3,375$     3,191$        64,811$     3,614$              
426 Perkins Mountain Water Co AZ West -$                -$                   -$              283$                  -$                    (283)$                  0 Non-regulated Water Only N/A Non-regulated Company
427 Perkins Mountain Util Co AZ West -$                -$                   -$              452$                  -$                    (452)$                  0 Non-regulated Wastewater Only N/A Non-regulated Company
450 Utilities Inc of Nevada NV West 1,052,012$     -$                   363,289$      -$                   688,722$            -$                    3,610 Regulated Water Only 1 09-06037 Utilities Inc of Nevada 6/30/2009 192,291$        192,291$        108,683$   -$           1,008$     5,773$        75,712$     1,115$              
451 Spring Creek Utilities Co NV West 4,517,672$     -$                   1,261,888$   -$                   3,255,784$         -$                    5,218 Regulated Water and Wastewater 3 14-12033 Spring Creek Utilities Co 12/31/2014 268,643$        268,643$        92,870$     80,766$     577$        2,484$        91,871$     74$                   
452 Sky Ranch Water Service NV West 293,265$        -$                   85,340$        -$                   207,925$            -$                    586 Regulated Water Only 1 10-03032 Sky Ranch Water Service 3/31/2010 95,508$          95,508$          42,794$     10$            150$        3,979$        43,992$     4,584$              
453 Util Inc of Central Nevada NV West 5,961,921$     11,993$             1,863,050$   -$                   4,098,871$         11,993$              12,262 Regulated Water and Wastewater 3 12-12033 Util Inc of Central Nevada 12/31/2012 390,500$        390,500$        150,194$   99,372$     3,327$     5,753$        131,752$   103$                 
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40. Refer to WSKY's response to the Commission's First Request for Information, 

Item 6.a. The general ledger provided in this response is sorted by date, not by account title. 

Provide a general ledger that is sorted by account title and demonstrate that the balance for each 

account ties to the test-year balance sheet accounts and income statement accounts shown in 

WSKY's Application. 

Response: Please see the attached file labeled “Staff DR 2.40 – General Ledger” for 

the Company’s response. Tab, “Transactions” includes all transactions 

which occurred during the test-year (July 01, 2014 – June 30, 2015). Tab, 

“TB” demonstrates all general ledger transactions agree to the test-year 

balance sheet accounts and income statement account totals. 

Witness: Brian Halloran 
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Staff DR 2.03 

 

General Ledger 

 

(See attached Excel file) 
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41. Refer to WSKY's Response to the Commission's First Request for Information, 

Item 13. 

a. Demonstrate and explain how the AWWA 2014 Compensation Survey 

supports Water Service Corporation's employee compensation levels. 

b. WSKY references information titled "Mercer Data (Custom Survey, 

2014)," but WSKY did not provide a copy of this information. 

1) Provide the Mercer Data. 

2) Demonstrate and explain how the Mercer Data supports Water 

Service Corporation's employee compensation levels. 

Response: Utilities, Inc.’s salary ranges were developed around our own employee 

population and then compared against national, industry specific salary 

ranges to ensure they were both competitive with the labor market and fair 

to our rate payers. The American Water Works Association (AWWA) 

publishes an annual salary survey that is supplied to us through our 

membership.  When comparing our compensation to the AWWA survey 

we consistently lag the market.  In 2014 a proprietary salary survey was 

conducted by Mercer which specifically surveyed our internal job 

descriptions and also concluded we lagged the market in our operations, 

administrative and professional positions.  The document labeled Mercer 

Custom Compensation Survey (UI) that was provided in conjunction with 

a Petition for Confidentiality filed on December 21, 2015, displays the 
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finding of the Mercer survey as well as comparable compensation from 

our employee population in 2014. (A redacted version of that document is 

attached hereto.)  In all the positions surveyed we are paying less than the 

market. 

Witness: Brian Halloran 
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Mercer Custom Compensation Survey (UI)

min max  # orgs  P25  P35  P50  P75 

 # 

incumbents min max median average

Regional Manager 56,123$               98,887$               5 $101,000 $104,000 $108,500 $125,000 10 72,409$        100,880$      88,548$        88,613$        

Financial Planning and Analysis Manager 67,465$               92,700$               6 $113,700 $116,100 $125,600 $143,800 5 83,000$        107,800$      97,000$        94,940$        

Area Manager 52,930$               78,175$               4 $92,400 34 54,000$        78,176$        67,316$        67,189$        

Financial Analyst 46,078$               66,950$               7 $63,200 $64,500 $67,700 $74,200 5 58,350$        70,854$        62,408$        63,187$        

Lead Operator 37,556$               64,750$               4 $69,300 53 38,617$        61,830$        50,943$        50,536$        

Operator II 34,963$               50,876$               6 $59,000 $61,800 $63,500 $74,500 59 28,557$        50,877$        42,478$        42,958$        

Operator I 28,568$               53,560$               6 $50,400 $52,000 $52,900 $56,400 60 28,558$        53,560$        34,555$        34,982$        

Field Technician II 28,215$               41,284$               5 $53,100 $55,800 $59,800 $62,800 21 29,411$        42,527$        35,071$        35,634$        

Billing Specialist 26,650$               40,560$               7 $41,200 $41,700 $42,200 $61,500 4 27,444$        40,560$        33,432$        33,717$        

Field Technician I 24,744$               37,106$               6 $40,300 $43,800 $51,400 $58,800 33 25,688$        38,220$        30,422$        30,219$        

Customer Service Representative I 25,001$               27,750$               8 $34,500 $35,000 $37,400 $46,200 14 25,752$        28,580$        27,040$        27,055$        

UI Current Actual Salary DataUI Benchmark Position UI Salary Data (2014)

Mercer Data (custom survey, 2014)

Base Salary
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42. Provide a copy of the water loss/use report for each month of the 12-month period 

ending June 30, 2015. 

Response: Please refer to the attached file labeled “Staff DR 2.42 – Water Loss 

Reports” for the Company’s response. 

 

Witness: Brian Halloran 
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Water Utility:

For the Month of: July Year: 2014

LINE # ITEM GALLONS (Omit 000's)
1
2 36,013                             
3
4 36,013                             
5
6
7 20,209                             
8 8,183                               
9 3,626                               

10
11
12 Other Sales Governmental 1,312                               

 
13 33,330                             92.5%
14
15
16 1,541                               
17
18 90                                    
19 65                                    
20 Other CL-17 18                                    

 
21 1,714                               4.8%
22
23
24
25  
26 969                                  
27 Other

 
28 969                                  2.7%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) 2.7%

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY- Middlesboro KY

WATER PRODUCED, PURCHASED & DISTRIBUTED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED



Water Utility:

For the Month of: August Year: 2014

LINE # ITEM GALLONS (Omit 000's)
1
2 35,383                             
3
4 35,383                             
5
6
7 19,414                             
8 7,160                               
9 4,858                               

10
11
12 Other Sales Gov. 1,184                               

 
13 32,616                             92.2%
14
15
16 1,474                               
17
18 55                                    
19 10                                    
20 Other CL-17 18                                    

 
21 1,557                               4.4%
22
23
24
25  
26 1,210                               
27 Other

 
28 1,210                               3.4%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) 3.4%

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY- Middlesboro KY

WATER PRODUCED, PURCHASED & DISTRIBUTED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED



Water Utility:

For the Month of: September Year: 2014

LINE # ITEM GALLONS (Omit 000's)
1
2 35,804                             
3
4 35,804                             
5
6
7 19,085                             
8 7,049                               
9 5,604                               

10
11
12 Other Sales Governmental 1,386                               

 
13 33,124                             92.5%
14
15
16 1,591                               
17
18 1,433                               
19 2                                      
20 Other CL-17 18                                    

 
21 3,044                               8.5%
22
23
24
25  
26 (364)                                 
27 Other

 
28 (364)                                 -1.0%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) -1.0%

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY- Middlesboro KY

WATER PRODUCED, PURCHASED & DISTRIBUTED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED



Water Utility:

For the Month of: October Year: 2014

LINE # ITEM GALLONS (Omit 000's)
1
2 35,514                             
3
4 35,514                             
5
6
7 18,853                             
8 6,913                               
9 4,286                               

10
11
12 Other Sales Governmental 1,615                               

 
13 31,667                             89.2%
14
15
16 1,566                               
17
18 220                                  
19 20                                    
20 Other CL-17 18                                    

 
21 1,824                               5.1%
22
23
24
25  
26 2,023                               
27 Other

 
28 2,023                               5.7%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) 5.7%

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY- Middlesboro KY

WATER PRODUCED, PURCHASED & DISTRIBUTED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED



Water Utility:

For the Month of: November Year: 2014

LINE # ITEM GALLONS (Omit 000's)
1
2 33,331                             
3
4 33,331                             
5
6
7 18,213                             
8 6,322                               
9 4,563                               

10
11
12 Other Sales Governmental 1,478                               

 
13 30,576                             91.7%
14
15
16 1,449                               
17
18
19 30                                    
20 Other CL-17 18                                    

 
21 1,497                               4.5%
22
23
24
25  
26 1,258                               
27 Other

 
28 1,258                               3.8%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) 3.8%

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY- Middlesboro KY

WATER PRODUCED, PURCHASED & DISTRIBUTED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED



Water Utility:

For the Month of: December Year: 2014

LINE # ITEM GALLONS (Omit 000's)
1
2 34,526                             
3
4 34,526                             
5
6
7 17,561                             
8 5,750                               
9 5,011                               

10
11
12 Other Sales Governmental 1,491                               

 
13 29,813                             86.3%
14
15
16 1,329                               
17
18 18                                    
19
20 Other

 
21 1,347                               3.9%
22
23
24
25  
26 3,366                               
27 Other

 
28 3,366                               9.7%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) 9.7%

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY- Middlesboro KY

WATER PRODUCED, PURCHASED & DISTRIBUTED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED



Water Utility:

For the Month of: January Year: 2015

LINE # ITEM GALLONS (Omit 000's)
1
2 36,240                             
3
4 36,240                             
5
6
7 20,420                             
8 6,218                               
9 4,252                               

10
11
12 Other Sales Governmental 1,754                               

 
13 32,644                             90.1%
14
15
16 786                                  
17
18 100                                  
19 3                                      
20 Other CL-17 18                                    

 
21 907                                  2.5%
22
23
24
25  
26 2,689                               
27 Other

 
28 2,689                               7.4%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) 7.4%

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY- Middlesboro KY

WATER PRODUCED, PURCHASED & DISTRIBUTED



Water Utility:

For the Month of: February Year: 2015

LINE # ITEM GALLONS (Omit 000's)
1
2 37,651                             
3
4 37,651                             
5
6
7 17,334                             
8 5,965                               
9 3,956                               

10
11
12 Other Sales Governmental 1,195                               

 
13 28,450                             75.6%
14
15
16 709                                  
17
18 100                                  
19 310                                  
20 Other CL-17 18                                    

 
21 1,137                               3.0%
22
23
24
25  
26 8,064                               
27 Other

 
28 8,064                               21.4%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) 21.4%

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY- Middlesboro KY

WATER PRODUCED, PURCHASED & DISTRIBUTED



Water Utility:

For the Month of: March Year: 2015

LINE # ITEM GALLONS (Omit 000's)
1
2 40,369                             
3
4 40,369                             
5
6
7 20,741                             
8 6,338                               
9 3,632                               

10
11
12 Other Sales Governmental 1,275                               

 
13 31,986                             79.2%
14
15
16 1,200                               
17
18 1,400                               
19 22                                    
20 Other CL-17

 
21 2,622                               6.5%
22
23
24
25  
26 5,761                               
27 Other

 
28 5,761                               14.3%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) 14.3%

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY- Middlesboro KY

WATER PRODUCED, PURCHASED & DISTRIBUTED



Water Utility:

For the Month of: April Year: 2015

LINE # ITEM GALLONS (Omit 000's)
1
2 34,070                             
3
4 34,070                             
5
6
7 19,967                             
8 7,062                               
9 4,807                               

10
11
12 Other Sales Governmental 2,073                               

 
13 33,909                             99.5%
14
15
16 747                                  
17
18
19
20 Other CL-17 18                                    

 
21 765                                  2.2%
22
23
24
25  
26 (604)                                 
27 Other

 
28 (604)                                 -1.8%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) -1.8%

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY- Middlesboro KY

WATER PRODUCED, PURCHASED & DISTRIBUTED



Water Utility:

For the Month of: May Year: 2015

LINE # ITEM GALLONS (Omit 000's)
1
2 39,293                             
3
4 39,293                             
5
6
7 19,793                             
8 6,126                               
9 4,398                               

10
11
12 Other Sales Governmental 2,028                               

 
13 32,345                             82.3%
14
15
16 1,243                               
17
18 100                                  
19 17                                    
20 Other CL-17 18                                    

 
21 1,378                               3.5%
22
23
24
25  
26 5,570                               
27 Other

 
28 5,570                               14.2%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) 14.2%

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY- Middlesboro KY

WATER PRODUCED, PURCHASED & DISTRIBUTED



Water Utility:

For the Month of: June Year: 2015

LINE # ITEM GALLONS (Omit 000's)
1
2 35,364                             
3
4 35,364                             
5
6
7 21,250                             
8 6,805                               
9 5,258                               

10
11
12 Other Sales Governmental 1,686                               

 
13 34,999                             99.0%
14
15
16 1,159                               
17
18 24                                    
19 40                                    
20 Other CL-17 18                                    

 
21 1,241                               3.5%
22
23
24
25  
26 (876)                                 
27 Other

 
28 (876)                                 -2.5%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) -2.5%

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY- Middlesboro KY

WATER PRODUCED, PURCHASED & DISTRIBUTED



Water Utility:

For the Month of: July Year: 2014

LINE # ITEM GALLONS (Omit 000's)
1
2 3,306                               
3
4 3,306                               
5
6
7 1,791                               
8 385                                  
9
10
11
12 Other Sales P/A 311                                  

 
13 2,487                               75.2%
14
15
16 29                                    
17
18 319                                  
19 15                                    
20 Other CL-17 6                                      

 
21 369                                  11.2%
22
23
24
25 106                                   
26 344                                  
27 Other

 
28 450                                  13.6%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) 13.6%

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY - Clinton KY

WATER PRODUCED, PURCHASED & DISTRIBUTED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED



Water Utility:

For the Month of: August Year: 2014

LINE # ITEM GALLONS (Omit 000's)
1
2 3,270                               
3
4 3,270                               
5
6
7 1,752                               
8 315                                  
9
10
11
12 Other Sales P/A 249                                  

 
13 2,316                               70.8%
14
15
16 29                                    
17
18 118                                  
19 10                                    
20 Other CL-17 6                                      

 
21 163                                  5.0%
22
23
24
25  
26 791                                  
27 Other

 
28 791                                  24.2%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) 24.2%

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY - Clinton KY

WATER PRODUCED, PURCHASED & DISTRIBUTED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED



Water Utility:

For the Month of: September Year: 2014

LINE # ITEM GALLONS (Omit 000's)
1
2 2,826                               
3
4 2,826                               
5
6
7 1,805                               
8 383                                  
9
10
11
12 Other Sales P/A 436                                  

 
13 2,624                               92.9%
14
15
16 26                                    
17
18 55                                    
19 15                                    
20 Other CL-17 6                                      

 
21 102                                  3.6%
22
23
24
25  
26 100                                  
27 Other

 
28 100                                  3.5%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) 3.5%

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY - Clinton KY

WATER PRODUCED, PURCHASED & DISTRIBUTED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED



Water Utility:

For the Month of: October Year: 2014

LINE # ITEM GALLONS (Omit 000's)
1
2 2,678                               
3
4 2,678                               
5
6
7 1,709                               
8 426                                  
9

10
11
12 Other Sales P-A 437                                  

 
13 2,572                               96.0%
14
15
16 28                                    
17
18 80                                    
19 25                                    
20 Other CL-17

 
21 133                                  5.0%
22
23
24
25  
26 (27)                                   
27 Other

 
28 (27)                                   -1.0%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) -1.0%

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY - Clinton KY

WATER PRODUCED, PURCHASED & DISTRIBUTED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED



Water Utility:

For the Month of: November Year: 2014

LINE # ITEM GALLONS (Omit 000's)
1
2 2,751                               
3
4 2,751                               
5
6
7 1,530                               
8 410                                  
9
10
11
12 Other Sales P-A 390                                  

 
13 2,330                               84.7%
14
15
16 28                                    
17
18 160                                  
19 50                                    
20 Other CL-17 6                                      

 
21 244                                  8.9%
22
23
24
25  
26 177                                  
27 Other

 
28 177                                  6.4%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) 6.4%

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY - Clinton KY

WATER PRODUCED, PURCHASED & DISTRIBUTED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED



Water Utility:

For the Month of: December Year: 2014

LINE # ITEM GALLONS (Omit 000's)
1
2 2,616                               
3
4 2,616                               
5
6
7 1,647                               
8 402                                  
9
10
11
12 Other Sales P A 306                                  

 
13 2,355                               90.0%
14
15
16 30                                    
17
18
19
20 Other CL-17 and filling sewer jetter 7                                      

 
21 37                                    1.4%
22
23
24
25  
26 224                                  
27 Other

 
28 224                                  8.6%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) 8.6%

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY - Clinton KY

WATER PRODUCED, PURCHASED & DISTRIBUTED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED



Water Utility:

For the Month of: January Year: 2015

LINE # ITEM GALLONS (Omit 000's)
1
2 2,972                               
3
4 2,972                               
5
6
7 1,772                               
8 320                                  
9
10
11
12 Other Sales P/A 394                                  

 
13 2,486                               83.6%
14
15
16 36                                    
17
18
19
20 Other CL-17 6                                      

 
21 42                                    1.4%
22
23
24
25  
26 444                                  
27 Other

 
28 444                                  14.9%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) 14.9%

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY- Clinton KY

WATER PRODUCED, PURCHASED & DISTRIBUTED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED



Water Utility:

For the Month of: February Year: 2015

LINE # ITEM GALLONS (Omit 000's)
1
2 3,150                               
3
4 3,150                               
5
6
7 1,742                               
8 290                                  
9
10
11
12 Other Sales P/A 228                                  

 
13 2,260                               71.7%
14
15
16 27                                    
17
18 200                                  
19
20 Other CL-17 6                                      

 
21 233                                  7.4%
22
23
24
25  
26 657                                  
27 Other

 
28 657                                  20.9%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) 20.9%

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY- Clinton KY

WATER PRODUCED, PURCHASED & DISTRIBUTED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED



Water Utility:

For the Month of: March Year: 2015

LINE # ITEM GALLONS (Omit 000's)
1
2 3,205                               
3
4 3,205                               
5
6
7 1,636                               
8 736                                  
9
10
11
12 Other Sales P/A 375                                  

 
13 2,747                               85.7%
14
15
16 33                                    
17
18 30                                    
19
20 Other CL-17 6                                      

 
21 69                                    2.2%
22
23
24
25  
26 389                                  
27 Other

 
28 389                                  12.1%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) 12.1%

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY- Clinton KY

WATER PRODUCED, PURCHASED & DISTRIBUTED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED



Water Utility:

For the Month of: April Year: 2015

LINE # ITEM GALLONS (Omit 000's)
1
2 3,209                               
3
4 3,209                               
5
6
7 1,716                               
8 701                                  
9
10
11
12 Other Sales Gov.- P.A. 375                                  

 
13 2,792                               87.0%
14
15
16 28                                    
17
18 306                                  
19
20 Other CL-17 6                                      

 
21 340                                  10.6%
22
23
24
25  
26 77                                    
27 Other

 
28 77                                    2.4%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) 2.4%

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY- Clinton KY

WATER PRODUCED, PURCHASED & DISTRIBUTED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED



Water Utility:

For the Month of: May Year: 2015

LINE # ITEM GALLONS (Omit 000's)
1
2 2,960                               
3
4 2,960                               
5
6
7 1,612                               
8 455                                  
9
10
11
12 Other Sales Gov-PA 675                                  

 
13 2,742                               92.6%
14
15
16 29                                    
17
18 76                                    
19 6                                      
20 Other CL-17

 
21 111                                  3.8%
22
23
24
25  
26 107                                  
27 Other

 
28 107                                  3.6%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) 3.6%

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY- Clinton KY

WATER PRODUCED, PURCHASED & DISTRIBUTED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED



Water Utility:

For the Month of: June Year: 2015

LINE # ITEM GALLONS (Omit 000's)
1
2 2,957                               
3
4 2,957                               
5
6
7 1,536                               
8 400                                  
9
10
11
12 Other Sales Gov- PA 601                                  

 
13 2,537                               85.8%
14
15
16 27                                    
17
18 41                                    
19 3                                      
20 Other CL-17 6                                      

 
21 77                                    2.6%
22
23
24
25  
26 343                                  
27 Other

 
28 343                                  11.6%
29
30 Note:  Line 13 + Line 21 + Line 28 Must Equal Line 4
31
32 WATER LOSS PERCENTAGE
33 Unaccounted-For Water (Line 28 divided by Line 4) 11.6%

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

WATER SALES

PUBLIC SERVICE COMMISSION
Monthly Water Loss Report

Water Service Corp of KY- Clinton KY

WATER PRODUCED, PURCHASED & DISTRIBUTED

Wholesale

TOTAL WATER SALES

OTHER WATER USED
Utility and/or Water Treatment Plant

Residential
Commercial
Industrial
Bulk Loading Stations

TOTAL LINE LOSS

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks

Wastewater Plant
System Flushing
Fire Department

TOTAL OTHER WATER USED
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	ARTICLE 1 – SERVICES OF OWNER'S CONSULTANT
	1.01 Scope
	A. Owner’s Consultant shall provide the Basic and Additional Services enumerated in Exhibit A.
	B. Upon this Agreement becoming effective, Owner’s Consultant is authorized to begin Basic Services as set forth in Exhibit A.
	C. If authorized by Owner, Owner’s Consultant shall furnish Resident Project Representative(s) with duties, responsibilities, and limitations of authority as set forth in Exhibit D.


	ARTICLE 2 – OWNER'S RESPONSIBILITIES
	2.01 General
	A. Owner shall have the responsibilities set forth herein and in Exhibit B.


	ARTICLE 3 – TIMES FOR RENDERING SERVICES
	3.01 General
	A. Owner’s Consultant's services and compensation under this Agreement have been agreed to in anticipation of the orderly and continuous progress of the Project through completion.  Unless specific periods of time or specific dates for providing servi...
	B. If in this Agreement specific periods of time for rendering services are set forth or specific dates by which services are to be completed are provided and if such periods of time or dates are changed through no fault of Owner’s Consultant, the rat...
	C. For purposes of this Agreement the term "day" means a calendar day of 24 hours.
	D. If Owner fails to give prompt written authorization to proceed with any phase of services after completion of the immediately preceding phase, or if Owner’s Consultant's services are delayed or suspended through no fault of Owner’s Consultant, Owne...


	ARTICLE 4 – PAYMENTS TO OWNER'S CONSULTANT
	4.01 Payment for Services and Reimbursable Expenses of Owner’s Consultant
	A. For Basic and Additional Services.  Owner shall pay Owner’s Consultant for Basic and Additional Services performed or furnished under Exhibit A on the basis set forth in Exhibit C.
	B. For Reimbursable Expenses.  In addition to payments provided for in paragraph 4.01.A, Owner shall pay Owner’s Consultant for Reimbursable Expenses incurred by Owner’s Consultant and Owner’s Consultant's Subconsultants as set forth in Exhibit C.

	4.02 Other Provisions Concerning Payments
	A. Preparation of Invoices.  Invoices will be prepared in accordance with Owner’s Consultant's standard invoicing practices and calculated on the basis set forth in Exhibit C and be submitted to Owner not more than once per month.
	B. Payment of Invoices.  Invoices are due and payable within 30 days of receipt.  If Owner fails to make any payment due Owner’s Consultant for services and expenses within 30 days after receipt of Owner’s Consultant's invoice therefor, the amounts du...
	C. Disputed Invoices.  In the event of a disputed or contested invoice, only that portion so contested may be withheld from payment, and the undisputed portion will be paid.
	D. Payments Upon Termination.
	1. In the event of any termination under paragraph 6.05, Owner’s Consultant will be entitled to invoice Owner and will be paid for all services performed or furnished and Reimbursable Expenses incurred through the effective date of termination.
	2. In the event of termination by Owner for convenience or by Owner’s Consultant for cause, Owner’s Consultant, in addition to invoicing for those items identified in paragraph 4.02.D.1, shall be entitled to invoice Owner and shall be paid a reasonabl...

	E. Records of Owner’s Consultant's Costs.  Records of Owner’s Consultant's costs pertinent to Owner’s Consultant's compensation under this Agreement shall be kept in accordance with generally accepted accounting practices.  To the extent necessary to ...
	F. Legislative Actions.  In the event of legislative actions after the date of this Agreement by any level of government that impose taxes or fees on Owner’s Consultant's services or impose other costs in connection with the Project or compensation th...


	ARTICLE 5 – OPINIONS OF COST
	5.01 Opinions of Probable Design/Build Cost
	A. Owner’s Consultant's opinions of probable Design/Build Cost provided for herein are to be made on the basis of Owner’s Consultant's experience and qualifications and represent Owner’s Consultant's best judgment as an experienced and qualified profe...

	5.02 Opinions of Total Project Cost
	A. A. Owner’s Consultant assumes no responsibility for the accuracy of opinions of Total Project Costs.


	ARTICLE 6 – GENERAL CONSIDERATIONS
	6.01 Standards of Performance
	6.02 Authorized Project Representatives
	6.03 Use of Documents
	6.04 Insurance
	6.05 Termination
	6.06 Controlling Law
	6.07 Successors, Assigns, and Beneficiaries
	6.08 Dispute Resolution
	6.09 Hazardous Environmental Condition
	6.10 Allocation of Risks  –  Indemnification
	6.11 Notices
	6.12 Survival
	6.13 Severability
	6.14 Waiver
	6.15 Headings

	ARTICLE 7 – DEFINITIONS
	7.01 Defined Terms

	ARTICLE 8 – EXHIBITS
	8.01 Exhibits Included
	8.02 Total Agreement
	A. Standard Hourly Rates
	B. Schedule
	C. Reimbursable expenses are $0.565/mile for company vehicles. Meals and lodging are at cost.
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