COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

[n the Matter of:
PROPOSED ADJUSTMENT OF THE WHOLESALE )

WATER SERVICE RATES OF MADISONVILLE ) CASE NO. 2017-00133
WATER DISTRIBUTION . )

NOTICE OF FILING

In its Order entered herein on August 9, 2017 the Commission requested the City
of Madisonville to file a copy of the June 17, 1977 accounting study by H.J. Umbaugh and
Associates, Certified Public Accountants, which was incorporated by reference into the
Water Purchase Agreement between the City of Madisonville, the Nebo Water District
and the North Hopkins Water District. The City of Madisonville has made a diligent search
of its records to find a copy of the Umbaugh study but has been unable to locate same.
The City of Madisonville was able to locate an accounting services agreement dated June
6, 1977 between the City of Madisonville and the Nebo Water District and same is
attached herewith.

The City of Madisonville contacted H.J. Umbaugh and Associates and requested
a copy of the 1977 Umbaugh study. As reflected in the email correspondence attached
herewith H.J. Umbaugh was unable to find a copy of the study.

Although the City of Madisonville has been unable to produce a copy of the 1977
Umbaugh study the City of Madisonville certifies that the methodology set forth in the

1977 water rate study has been utilized by the City of Madisonville since that time to



calculate the wholesale water rates to be charged to the various water districts. Hopefully

the Nebo Water District and/or the North Hopkins Water District may be able to produce

a copy of the 1977 Umbaugh study.

There are no materials not included in the electronic filing, and the electronically

filed documents are a true representation of the original documents to be filed with the

Commission.

FRYMIRE, EVANS, PEYTON,
TEAGUE & CARTWRIGHT
Post Office Box 695
Madisonville, KY 42431
(270) 821-6165 phone

(270) 825-2853 fax

e

Joe A. Evans lll, jevans@feptc.com
Attorney for City of Madisonville

CERTIFICATE OF SERVICE

The undersigned hereby certifies that a true and correct electronic copy of the

foregoing Notice of Filing was electronically filed with the Public Service Commission and

served on the following persons having the following electronic mail addresses on this

23rd day of August, 2017:

Mary Ellen Wimberly

STOLL KEENON OGDEN PLLC
300 West Vine Street, Suite 2100
Lexington, KY 40507-1801
maryellen.wimberly@skofirm.com

Gerald E. Wuetcher

STOLL KEENON OGDEN PLLC
300 West Vine Street, Suite 2100
Lexington, KY 40507-1801
gerald. wuetcher@skofirm.com




Damon R. Talley

STOLL KEENON OGDEN PLLC
Post Office Box 150
Hodgenville, KY 42748-0150
damon talley@skofirm.com

North Hopkins Water District
2915 Anton Road
Madisonville, KY 42431
northhopkinswd@yahoo.com

Nebo Water District

45 North Bernard Street
Nebo, KY 42441
nwdoffice@yahoo.com

Cory C. Alexander

City of Madisonville

Post Office Box 1270
Madisonville, KY 42431
calexander@madisonvillegov.com

Madisonville Water Distribution
600 McCoy Avenue

Post Office Box 704

Madisonville, KY 42431
calexander@madisonvillegov.com

Original to:

Kentucky Public Service Commission
Post Office Box 615

211 Sower Boulevard

Frankfort, KY 40602-0615

Attn: Talina Mathews, Executive Director

T

Joe A. Evans lll
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ACCOUNTING SERVICES AGREEMENT

This Agreeméﬁt made and entered into this &th gday of June ,1977,
by and between the City of Madisonville, Hopkins County, Kentucky
"and the Nebo Water District, Hopkins County, Kentﬁcky acting
jointly by and through the city's.duly elected publié officiais
Vand the Waterlnistrict Directors (the *City/Distxict") and H.J.
Umbaugh & Associates, Centified Public Accountants, Indianapplis

. and Plymouth, Indiana,‘(the "Accountants") s -

WITHESSETH THHT:

WHEREAS, the City éwné and operates a water treatment plant with a
capacity in excess of the current reguirements of the municipal
customers, and;

WHEREAS, the District proposes to construct a watex supply distri-
hutidn systEm.and will require a supply of treated water, and;
WHEREAS, the City proposes to sell ("Seller") water to the Pistrict
{"Purchaser") in accordance with terms set forth in a Water Pur-
chase Contract which must be acceptable to the Farmers Home
Administration ("FmHA") in order for the Purchaser to obtain
financial assistance from FmHA to construct a water distribution

system, and;




WHEREAS, the'cityfbistrict desires to have a cost accounting study
conducted in order to establish an equitable water purchase
agreement;

'Now; THEREFORE, in consideration of ﬁhe mutual promises‘and under-
takings of the parties hereto, it is mutually_agfeed as follows:
ARTICLE 1., Cost Study
The Accountants ﬁilli |

A. .Make a comprehensive study from_ available records of .
the capital cost of the seller's present water utility
and .the cost of any current proposed additions in order .
to determine and classify capital costs by major func-
tions, such as, source of supply, pumping plant, trana-
mission, distribution, fire protection and customer
service for the purpose of segregating and allocating
such capital costs to and between the costs of sup-
Plying treated water and all other costs,

B, Study and analyze the seller's operation and mainten-
' ance expenses from available redords for the calendar
year 1976 in order to classify and determine the
amount and nature of such operation and maintenance
expenses for the purpose of determining the initial

amount and type of continuing operation and main-
tenance expenses that should be included in the pro-
posed water purchase agreement, :

c. Confer with consulting engineers and/or other repre~..
sentatives in order to project the first year cost of
providing treated water to the purchaser and to devélop
a format for periodic and continuing review of appro-

Priate cost data in order to revise future charges in
an equitable manner, where appropriate.

C. (a) As modified, it is the intent of the parties that the format for
periodic review will also include a basic formula which could serve
" ‘as a guide for establishing purchase agreements with and between
¥ other wholesale users.




- D, To prepare and furnish an accounting report of the
flndings and suggestions concerning the cost of
providing treated water to the purchaser.

E. Furnish information to the attorneys for the City/
District and to the Farmers Home Administration '
which may be needed for the drafting of the water
Purchase Contract and rescluticna to be adopted
by the City/District,

' F. Meet with representatives of the City/District
to discuss findings, recommendatione and sug-
gestions underlying the proposed Water Purchase
Contract,

G. - Confer, if deemed appropriate, with representatives
of the Farmers Home Admlnlstration.

ART:[CLE 20 : Charges
The Acéountants' charges for servicgs and expenses in
connection wifh the services to be rendered for the
city/District shall be not less than forty-five hﬁn—
dred dollars ($4,509) and shall not’ exceed the sum of
seventy-two hundred dollars ($?,200).: Such dha:geﬁ
shall be.shared equally by the City/District,

hRTIéLE 3. . : Expenseas -
Thé“%accbuntants%ﬁil&-pay*ai1*the*outh§f-pobketﬁexpenses-
incurréd‘by them in éﬁnqectidn with this Rgreement.

ARTICLE ; . Litigation
The fees for services set forth hereln shall not include

services and/or expenses of the Accountants in relation

to any litigation or the threat thereof, and any fees




or expenses of the Accountants incurred on such ﬁccount
shall be billed separately.
ARTICLE 5. Assignment .
Neither this Agreement nor amy interest of the Account-
ants herein may be assigﬁed by them without the wfitten
consent of the City/bistrict;
ARTICLE 6. Assistance
~ The City/DistricE agrees to cooperate with and assist
the Accountants in éonnection with the services re-
quired of'them herein, and to provide to the Account-
ants full and complete access to all books, records
and documents which the Accounfants may reasonably
requést. |

ARTICLE 7. _ Termination

This Agreement may be terminated by the City/District
~or by the Accountants at any time ﬁpon ten (10} days
- written notice thereof.

ARTICLE 8. Adijustments

In the event the services under this Agreement sﬁall

be yerformed oﬁ or ﬁfter December 31, 1977, such ser-
vices and the coméensation therefor may be adjusted

in accordance with changing requirements and conditions,
inflationary'factors or other influences that may impair

the reasonableness and fairness of this Agreement.




ARTICLE 9. Accountants' Opinion

The work performed by the Accountants shall not include
an audit of the records nor the expression of an opinion
on financial data unless speﬁifically provided for.,
ARTICLE 10, ' Payment

Payment shall be made by the‘city/bistrict within
thirty (30) dyas after receiving billings therefor

upon completién'of-serviées by the Accountants or

upon termination of the Agreement.

. ARTICLE 11. , Additional Services

In tﬁe event other services such as, but not limited

to, participating in public meetings, testifying be-
fore the Public Service Commission of Kentucky, up-
dating accounting iﬁformation because of unusual de-
lays beyond the accountants control are reqﬁired of the
Accountants by the City/District of a kind noﬁ specified

within this Agreement, the Accountants shall perform

such services upon_ specific instructions by the city/ _

District and shall be compensated therefor based upon
the normél time and expense charges of the Accountants
for such accounting.seréices.: At the request of the

¢ity/Digtrict, the Accountants will provide a range of

charges prior to commencement of such work.,

-l




IN WITHESS WHEREOF, the Parties have hereunto set their hands

and seals at Hopkins County, Kentucky on the day and year set out;

The City of Madisonville, Kentucky The Nebo Water .Distfict,
By Its Mayor and City Council By Its Board of Directors

ATTEST: ATTE 5T

/@;"‘—h«*"—’?ﬁ*—'— %zzx@ﬂ
WTreasurér Becretary

H.J. Umlaugh & Associates
Certified -Public-Accountants
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Subject: FW: 1977 Rate Study
From: "Cory Alexander" <calexander@madisonvillegov.com>
Date: Mon, Aug 14, 2017 12:03 pm
To: <jevans@feptc.com>
Attach: Iimage007.jpg
image008.jpy
image009.jpg
Umbaugh Accountants_Rate Study Contract.pdf

Joe,
See below.

Thanks
Cory

From: Bill Jackson [mailto:hjackson® madisonvillegov.com]
Sent: Friday, June 16, 2017 1:04 PM
To: "Joe Evans' <jevans@feptc.com>; 'Charles Kington ' <CKinston@bkucpa.com>; 'Cory Alexander'

<calexander@ madisonviliegov.com>; 'Rhonda Bryant' <rbryant@®madisonvillegov.com>; 'Laura Faulk'
<lfaulk@madiscnvillegov.com>

Subject: FW: 1977 Rate Study

All,
The below is for your information.

Attached a copy of the Umbaugh rate study contract, which was done regarding Nebo WD.

William L. Jackson, PE
City Engineer

City of Madisonville
(270) 824-2187

This email message is for the sofe use of the intended recipient(s} and may contain confidential information. Any unguthorized review, use,
disclosure, or distribution of this email is prohibited. If you are not the intended recipiem, please destroy all paper and electronic copies of the
original message.

From: Scott Miller [mailto:miller@umbaugh.com]
Sent: Friday, June 16, 2017 8:15 AM

To: bjackson@madisonvillegov.com

Cc: Claudia Black <black@umbaugh.com>
Subject: 1977 Rate Study

Mr. Jackson:

I have searched our files for the report you reference below. Unfortunately, it appears we no longer have a
copy. We relocated our office eleven years ago and many of our files from the late 1970’s were purged at that
time. As you indicated, forty years is a long time to operate under one rate structure, If the two parties are
interested, we would be happy to assist with the preparation of a new rate study that would reflect changes in
the two systems that have occurred over time.

hitps:/femail24.godaddy.com/view_print_multi.php?uidArray=66733|INBOX&aEmlPart=0 1/3
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Again, I am sorry we are not able to locate the original rate study but if we can assist in any other way, please
do not hesitate to contact me.

Thank you.

Scott

Scott Miller, CPA
Partner

H.J. Umbaugh & Associates
Certified Public Accountants, LLP
8365 Keystone Crossing, Suite 300
Indianapalis, IN 46240-2687

317-465-1508
miller@umbaugh.com
www.umbaugh.com

From: Bill Jackson [mailte;biackson@madisonvillegey.com]
Sent: Thursday, June 15, 2017 2:38 PM

To: Claudia Black
Subject: 1977 Rate Study

Ms. Black,

The City of Madisonville and Nebo Water District continue to work under arrangements from a rate study done by
Umbaugh & Associates from 1977. While we have a copy of the Accounting Services Agreement {attached), we cannot
locate a copy of the actual rate study. Some questions have arisen that would make having the rate study document
helpful. ‘

I know it has been forty years, but I'm hoping that you or someone at Umbaugh & Associates could locate and furnish
a copy of that rate study?

William L. Jackson, PE
City Engineer

City of Madisonville
(270) 824-2187

This email message is for the sole use of the intended recipient(s) and may contain confidential information. Any unauthorized review, use,
disclosure, or distribution of this email is prohibited. If you are not the intended recipient, please destroy afl paper and electronic copies of the
griginal message.
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This email message is for the sole use of the intended recipient(s) and may contain confidential
information. Any unauthorized review, use, disclosure, or distribution of this email is prohibited. If you are
not the intended recipient, please destroy all paper and electronic copies of the original message.

CONFIDENTIALITY NOTICE: This message and any attachments are confidential. If you are not the
intended recipient, be aware that any disclosure, copying, distribution, or use of this message or any
attachment is prohibited. If you have received this message in error, please notify us immediately by returning
it to the sender and delete this copy from your system. Thank you.

This email message is for the sole use of the intended recipient(s) and may contain confidential
information. Any unauthorized review, use, disclosure, or distribution of this email is prohibited. If you are
not the intended recipient, please destroy all paper and electronic copies of the original message.

This email message is for the sole use of the intended recipient(s) and may contain confidential
information. Any unauthorized review, use, disclosure, or distribution of this email is prohibited. If you are

not the intended recipient, please destroy all paper and electronic copies of the original message.

This email message is for the sole use of the intended recipient(s) and may contain confidential information. Any
unauthorized review, use, disclosure, or distribution of this email is prohibited. If you are not the intended recipient, please
destroy all paper and electronic coples of the original message.

Copyright © 2003-2017. All rights reserved.
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