SMITH, GREENBERG & LEIGHTTY ruc
ATTORNEYS

RICHARD A. GREENBERG
rgreenbergla@sglfirm com

January 22, 2010 QE@FE
==Y
Executive Director E @
Kentucky Public Service Commission JAN 2 6 2010
211 Sower Boulevard
PUBLIC
Post Office Box 615 COMMIaaICE

Frankfort, KY 40602
Re: Middletown Waste Disposal, Inc. Rate Case No. 2009-00227
Dear Sirs:

Attached please find an original and 6 copies of Middletown Waste Disposal,
Inc.’s (“MWD?”) responses to the Commission Staff’s 2™ Data Request dated January 7,
2010. MWD is again requesting an informal conference to discuss matters presented in its
application, responses to the PSC’s information requests, and additional information that
may be relevant.

As you are aware, MWD has never increased its rates in its over thirty year
history. MWD’s primary concern is to procure the PSC’s approval of the requested
MWD rates so that they are sufficient to operate the sewer system and pay for needed
improvements in order to provide safe, reliable, and adequate service.

Cc: David Edward Spenard, Esq.
Assistant Attorney General
w/encls

Enclosures

2321 Lime Kiln Lane, Suite C = Louisville, Kentucky 40222 = T: 502.426.1058 » F: 502.426.6337 = www.sglfirm.com


http://www.sglfirm.com

Middletown WD 2™ Data Request Responses

Question 1. Refer to Louisville Water Company invoices filed in Middletown’s response...A.
Provide the customer name and account number.

Answer: The customer name is Middletown Waste Disposal, and its account number is
0732827-1.

B. The invoices do not have the bi-monthly water usage. Provide a schedule listing the bi-
monthly water purchases in gallons for the calendar years 2006, 2007, and 2008. C. Include in
the response to 1(b) the bi-monthly amount that was billed to Middletown.

Answer: Attached.

Witness: Donald Lorenz






Question 2. Refer to the explanation of the 360 per-month BellSouth allocation provided in
Middletown’s response to the Commission Staff’s first Information Request, item 8. A. Provide a
detailed explanation as to how the 360 per month allocation was developed.

Answer: As stated in the first data request response, AT&T does not separately bill Middletown
for the office phone, but instead jointly bills Mr. Lorenz approximately $155 per month for his
house and the separate office building. Mr. Lorenz then charges Middletown a set fee of $60 per
month to cover Middletown’s cost for telephone service. Simply put, Mr. Lorenz determined in
the past that $60 per month was an appropriate amount of the $140 total bill for Middletown to
pay because a business phone line costs at least that much, and is required for the operation of
Middletown.

B. Include in the response to 2(a) an average bill and describe in detail how the costs from that
bill are allocated to Middletown.

Answer: Attached. Also attached is a $68.00/month quote for an AT&T business line.

Witness: Donald Lorenz



DONALD A LORENZ Page 1of3

130 APPLE LN Account Number 502 477-2322 466 0481
TAYLORSVILLE  KY 40071-7712 Billing Date  Dec 14, 2009

Web Site  att.com

Monthly Statement

Bill-At-A-Glance AT&T Benefits

 Thank you for choosing a package plan tailored for your needs.
AT&T lets you choose how, when and where you communicate.

Plans and Services

Promotions and Discounts

ltem
No. Description
1. AT&T Bundies™ Savings 500CR
2. Complete Choice® 2 Line Dise 19.05CR
Total Promotions and Discounts 24.05CR

Monthly Service - Dec 14 thru Jan 13

B'“mg Summary 3. Complete Choice® 1 35.00

Telephone Line {includes Touch-Tone Service)

Questions? Visit att.com Page 8 Code Speed Calling
Call Forwarding
Plans and Services 1 80.71 Call Waiting 1D
1 888-757-6500 Call Forwarding Busy Line
PIN: 8198 Cali Forwarding Don't Answer
Repair Service: Ring Controf
1877 737-2478 Message Waiting Indication
-Audio/Visual
AT&T Long Distance Service 2 34.97 C allll Fr‘(;/t\/ulrsnua
1888 757-6500 Caller-1D Name-Number Delivery
AT&T Internet Service 2 42,95 Anonymous Call Blocking
1888 321-2375 Star 98 to Voice Mail
4, Complete Choice® 1 35.00
Total Current Charges 158.63 Telephone Line (Includes Touch-Tone Service)
Three-Way Calling
Repeat Dialing
Caller-ID Name-Number Delivery
Anonymous Call Blocking
5. Voice Mail Mailbox 1 6.00
Total Monthly Service 7600
Directory Assistance
m
6. 1Call(s) billed at$1.79 each 1.79
News You Can Use Summary Surcharges and Other Fees
lem
« PREVENT DISCONNECT « CARRIER INFORMATION No. Description Quantity
« ELECTRONIC PAYMENTS + SPEED CALLING 8 7. KY-GRT Surcharge 87
« PAYMENT OPTIONS « CALL BEFORE YOU DIG 8. Federal Universal Service Fee 2 1.58
o AT&T TL7600 HEADSET 9, Federal Subscriber Line Charge 2 13.00
See"News You Can Use” for additional information. Total Surcharges and Other Fees 1545
b 9 |
Local Services provided by AT&T Kentucky. ) /e * & b 3

Raturn bottom portion with your check in the enclosed envelope. U.S. Pat. D410,950 and D414,510




Plans and Services

Government Fees and Taxes

ltem

No. Quantity
1. Federal Excise Tax 189
2. KY- State Tax 4.10
3. KY - School Tax 161
4. Kentucky Lifeline Support 2 16
5. Telecommunication Relay Sve-KY 2 08
6. Emergency 911 Service 368

Total Government Fees and Taxes 1152

Total Plans and Services 80.71

AT&T Long Distance Service

Important Information

Provide family and friends with a toll-free
number and unique PIN so they can reach you
without being charged. You pay just 10 cents
per minute, billed to your AT&T account.

Call 1-800-895-5555 TODAY (must be placed
from your home telephone number) to request
Toll Free at Home Service! Some resirictions

apply.

For AT&T Long Distance Service Billing
Questions, Call 1-888-757-6500.

Effective 1-1-10 and on a quarterly basis
thereafter, International Mobile Termination
Charge (IMTC) rates to some countries will
change.

Visit hitp:/fwww.att.com/gen/general?pid=5357
for all new updated IMTC rates or contacta
Customer Service representatives at the phone
number listed on the front of your bill,

Thank you for choosing AT&T Long Distance.

Monthly Service
Charges for 502 477-2322
Type of Service Period
7. Complete Choice Unlimited Monthly Fee 11/25-12/24 2548
8. International Dollar Value Plan Monthly Fee 11/25-12/24 2.00
Total Charges for 502 477-2322 27.49
Total Monthly Service 27.49
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130 APPLE LN
TAYLORSVILLE  KY 40071-7712

Account Number
Billing Date

502 477-2322 456 0481
Dec 14, 2008

Call Charges

Domestic Usage Summary
Calls for 502 477-2322
Domestic Minutes Used 608

Calls for 502 477-6423
Domestic Minutes Used 160
Total Domestic Minutes Used 768

Surcharges and Other Fees

9, Federal Universal Service Fund Fee 228
10. Carrier Cost Recovery Fee 1.99
11.  KY - GRT Surcharge A2

Total Surcharges ani Other Fees 459

Government Fees and Taxes

12, KY - State Tax 1.91
13, KY- School Tax 88
Total Government Fees and Taxes 279
Total AT&T Long Distance Service 34.97

AT&T Internet Service

Itemized Charges and Credits

From December 01 through December 31
User ID: donaldalorenz@bellsouth.net
DSL: 502 477-2322
14. FastAccess® DSL Xtreme 6.0 42.95
From December 01 through December 31
User ID: donaldalorenz@bellsouth.net
DSL: 502 477-2322

15.  Security Suite 1 PC 00
Total ltemized Charges ani Credits 4295
Total AT&T internet Service 42.95

News You Can Use
PREVENT DISCONNECT

Thank you for being a valued customer. Please be aware that all charges must be
paid each month to keep your account current and prevent collection activities. We
are required to inform you that certain charges MUST be paid in order to prevent
interruption of basic local service. These charges are already included in the Total
Amount Due and are §105.38. Also, neglecting to pay for remaining charges may
resultin interruption or removal of these remaining services or further collection
action.

©2008 AT&T Intellectual Property. All rights reserved.

2882.001.003316.01.02.0000000 NNNNYNNY 6631.6631



http://www
http://donaldalorenzQbellsouth.net

DONALD A LORENZ Page 3of3

at&t

News You Can Use

CARRIER INFORMATION

Our records indicate thatyou have selected AT&T Long Distance Service or a
company thatresells their services as your primary local toll carrier and AT&T Long
Distance Service or a company thatresells their services as your primary long
distance carrier. Please contact us if this does not agree with your records.

ELECTRONIC PAYMENTS

When making a secure electronic bill payment from your bank account over the
phone, you will need to provide sufficient information to authenticate yourself as
the account owner. By providing this information, you are authorizing AT&T and
your financial institution to process a one-time debit from your bank account for
payment of your bill. Dther bill payment options are available atwww .attcom.

SPEED CALLING 8

Beginning on or after January 16, 2010, the monthly rate for Speed Calling 8 is
scheduled to increase from $4.50 to $6.00 for each line provided with the service.
If you have questions regarding this change, please call your AT&T representative
at 1.888.757.6500. Thank you for choosing AT&T.

PAYMENT OPTIONS

Visit attcom to pay your AT&T bills online FREE of charge. Additional payment
options can also be viewed online. Self-service is available anytime day or night
by calling 1.888.757 6500 - just say "Pay Bill", Payments made with an AT&T
representative may be subject to a $5.00 payment convenience fee.

CALL BEFOREYOU DIG

IT'S THE LAW! Cali 811 before you dig. Know what's below. Help promote Safety on
your job and in your community by calling to getunderground utilities located
before you DIG! Spread the Word!Hi

AT&T T17600 HEADSET

Experience hands-free conversations with unsurpassed range and superior sound
clarity using the AT&T TL7600 cordless headset Add this headset to the AT&T SL,
CLand TL series cordless phones for a lightweight and comfortable alternative to
handsets. Order the TL7600 for $39.95 at www.telephones.att.com and enjoy free
shipping on this product until January 31st, 2010 by using promotional code:
MVA31X47,

Terms and Conditions

DISPUTED DEBTS

Please note, any check or paymentinstrument in an amount less than the full
amount due thatyou send AT&T marked "PAID IN FULL" or otherwise tender as

full satisfaction of a disputed amount, must be sent to AT&T Accounts Receivable
Management, 333 Commerce St, FLR 20, Nashville TN 37201-1800 and NOT the
payment address shown on the payment return document. Thank you for choosing
AT&T for your communications needs.

LATE CHARGE REMINDER
A 85.50 Late Payment Charge and a 1.5% interest charge may apply to an unpaid
current charges balance as of your next bill date.

RETURNED CHECK

Animportant part of AT&T’s commitment to our valued customers is keeping you

informed of policies that may affectyour account If a check is returned to AT&T

from your financial institution, a returned check fee up to the amount permitted by
law may be charyed to your account.

130 APPLELN
TAYLORSVILLE  KY 40071-7712

502 477-2322 466 0481
Dec 14, 2009

Account Number
Billing Date

SERVICE INFORMATION

Your local services are provided by AT&T Kentucky (BellSouth
Telecommunications, Inc.). Your AT&T long distance services, if any, are provided
by one or more of the following AT&T Inc. subsidiaries: AT&T Long Distance
Service (BellSouth Long Distance, Inc.), AT&T Communications of the South
Central States, LLC, and/or AT&T Corp. You can find the name of your long
distance service provider in the long distance section of your bill. To view your
provider's service publications, including Price Lists, Service Guides and/or
Tariffs, go to attcom/servicepublications.

BILL DISCREPANCY

AT&T strives 1o provide our valued customers the best service possible. However,
if you have a bill discrepancy, you should notify AT&T within 60 days after the
receipt of your AT&T bill.


http://att.com

Online Ordering: Build Your Bundle and Save Page 1 of 1

Access Keys Skip To Content Residential Smiall Business Enterprise Wireless Contact Us Southeast : Change
¢ N Help & Support Search .. .lice
S atat
N
Small Business > Bundled Services Promotion

Get 24% Off ronthty
charge for the first 12
months.

Learn More »

Whether you want unlimited local calling or would like to combine local with other services through
one provider, AT&T is the right choice for your business. Establishing local service with AT&T is quick
and simple with our online ordering process.

* 1 Location
* Up to 9 lines

Review Local Plan . . if you require more

than 9 lines or 1 location
AT&T Complete Choice® for Business Plan

Includes your basic service and over 20 calling features Lo increase your company's productivity.

Features and Benefits

: to have an AT&T Small
e Save money - Get fealures for less than the cost of just two or three stand-alone features on your basic line. Save even Business Associate contact you to
more with a local service term agreement discuss telecommunication aptions

- ! . for your business
o Fiexibility to change your package - Add ar subtract features at any time as your business needs change

Please answer the following:

“What is the ZIP Code for the new service location? 40071
“How many voice lines do you need? :? F:'-—(
“How many fax lines do you need? ? ﬁ—_ﬂ
“How many lines do you want as part of your hunting sequence? '?: ra:vj

Bundle and Save!
i 1 would like to review my long distance calling options
™ 1 would like to review my FastAccess® Business DSL options

™ I would like to review my wireless service options.

Cancel Back

Corporate Information | Legal Notices ‘ Privacy Policy

©2010 ATST Intellectual Property. All rights reserved. AT&T, AT&T logo and all other marks contained herein are trademarks of AT&T
Intellectual Property and/or AT&T affiliated companies

https://smallbusiness.bellsouth.com/form_order_newlocal.html 1/21/2010
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Online Ordering: Build Your Bundle and Save Page 1 of 1

Access Keys Skip Ta Content Residential Smalt Business Enterprise Wireless Contact Us Southeast : Change

Help & Support Seach T liGo

& atat

ing One-Lin

Pr onthly

Small Business > Bundied Services Summary Charges |Charges
Local Service $73 00§ $61.00
Long Distance $0 00 | $20 00
Your Savings $-73 00 §$-13 00

Total %0.00 | $68.00
Product Configuration -Internet Service
Select from a wide range of Internet Services, contract terms, and options that meet your needs.
Remember that the longer terms means more savings.
Select Your Internet Plan e
Downstream Upstream One-time Monthly -
— A ( ‘
Plan Names Speed Speed Charges  Charges //))/L()ZJ \// &
- . * LS
C  FastAccess® Business DSL 6.0 (7 Upto 6.0 Mbps  Up to 512 Kbps $109.95 z1P  C¢
(  FastAccess ™ Business DSL Plus |2 Up to 3.0 Mbps Up 1o 384 Kbps $85.95
' FastAccess™® Business DSL 1?7 Up to 1.5 Mbps Up to 256 Kbps $79 95
¢ Fastaccess™® Business DSL Lite 12/ Up Lo 768 Kbps Up to 128 Kbps $49.95
" No Internet plan at this time
View Terms and Conditions
Subtotal Local Internet Service Charges $0.00 $0.00
Total Bundled Services Charges $0.00 $68.00

Rates guoted above do not include taxes and additional charges such as FCC charges and Cost Recovery charges, Universai
Service Fund

Cancel Bock

Corporate Information 1 Legal Notices Privacy Policy

©2010 ATET Intelfectual Proparty Al rights reserved. AT&T, ATRT logo and all other marks contained herein are trademarks of ATAT
Intetlectual Property and/or ATAT affiliated companies

https://smallbusiness.bellsouth.com/form order newlocal.html 1/20/20D







Question 3. Middletown reports paying $3,034 of interest on a $102,630 “Stockholder Loan.”
A. Identify the loan holder, the date the loan was originally obtained, the amount that was
originally borrowed, and identify the purpose of the loan.

Answer: Middletown’s two shareholders, Paul A. Lichtefeld. Sr. and Donald Lorenz, made
substantial loans to the corporation mostly to fund significant unforeseen repairs. The balance
sheet of the 2008 PSC Annual report shows that Other Current and Accrued Liabilities (Account
238) increased from $59,630 at the beginning of 2008 to $102,630 at the end of 2008, a
difference of $43,000. Middletown’s 2008 General Ledger provides additional details, showing
that at various times during 2008 Paul A. Lichtefeld, Sr. and Donald Lorenz each loaned it a net
$21,500 - a total of $43,000.

B. Provide a current amortization schedule that includes the entire life of the loan and that
details the payment amounts, principal retirements, interest payments, interest rates, and
outstanding balances.

Answer: An amortization schedule per se is not available. There are no funds available to repay
these loans at this time. Interest was calculated on these loans using 110% of an Internal
Revenue Service rate published monthly to determine loans between affiliated parties. At the
end of each year, the Stockholder Lenders are paid a nominal level of interest based on its CPA’s
rate calculation. Attached are schedules identifying the loan holders, the date that loans were
made, payment amounts, interest payments and rates, and outstanding balances. As reflected in
the attachments, interest for the year 2008 for the Stockholder Loans was less than 4%.
Stockholder Loans made to Middletown in 2008 that are not reflected in the attachment are as
follows:

Loan Holders Loan Date Loan Amount Principal Payment
Paul A. Lichtefeld, Sr. 5-5-08 7500.00
6-17-08 6000.00
7-21-08 4000.00
12-15-08 4000.00
Donald Lorenz 5-5-08 7500.00
6-17-08 6000.00
6-25-08 10,000.00 7-8-08 10,000.00
7-21-08 4000.00

12-15-08 4000.00

Middletown is most concerned with obtaining rate relief sufficient to allow it to avoid future
loans to the corporation, rather than immediate repayment of these loans.

C. Identify the Commission proceeding wherein Middletown was authorized to obtain the
Stockholder Loan.

Answer: There has been no such Commission proceeding.



D. Provide a description of the use of the borrowed funds.
Answer: Middletown’s shareholders have made loans to the corporation as needed and to fund
the significant unforeseen repairs described throughout this proceeding. The borrowed funds

were necessary and appropriate for the proper performance of Middletown.

Witness: Donald Lorenz
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Question 4. Refer to the James Headden Septic Tank Service, Inc. invoices filed in Middletown’s
response...A. On invoice 10015, Middletown is charged $4,930 for the pumping and hauling of
29,000 gallons of sludge and is also charged a 360 fuel surcharge for hauling six loads of
sludge. Provide a detailed explanation as to why 29,000 gallons of sludge was removed from
Middletown’s treatment facilities.

Answer: Middletown has been informed that the “29,000 gallons of sludge” was actually

comprised of sludge, raw sewage, and anything else that would flow into the wastewater
treatment plant. The sludge, sewage, etc. was transported due to an obstruction in the system.

B. Provide a schedule for the calendar years 20006-2008 that lists the number of loads of sludge
removed per year, the gallons of sludge removed, the cost per load, and the total amount billed.
Answer: Attached

C. Provide the invoices for the calendar years 2006 and 2007 to support the amounts listed in
the response to 4(b).

Answer: Attached

Witness: Donald Lorenz
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- JAMES HEADDEN =~ e
SEPTIC TANK SERVICE, INC. »

DBA/HEADDEN SEPTIC & ENVIRONMENTAL SERVICES, INC. . INVOICE NUMBER:
3111 DIXIE HWY, LOUISVILLE, KY 40216 e , Q04765
PHONE (502) 448-1493  877-649-9788 ‘ :
FAX (502) 448-8426

Middletown Waste Disposal, Inc. Middletown Sewage Treatment Plan
130 Apple Lane 13105 Middletown Idustrial Bvd
Taylorsville, KY 40071 ‘Lousiville, KY

USA

Net 30 D ) 7/27/06
o T T A. ' - ;ﬂ;v : ;‘A 5 1»‘.:,‘ =T 53 U = m’“&‘(\"i@. IR

105 VAC TRUCK 3.5 HOURS ’ 437.50
107 DUMP FEE 5,600 GAL 767.20
136 Surcharge for Diesel Fuel 14.70
, 1
.zzbl” {(‘Lf ‘
i g B2
1" =

TOTAL DUE

NOTES: $1,219.40

Signature

CPOLI22  (3/98)



o | INVOICE

JAMES HEADDEN -

SEPTIC TANK SERVICE, INC. D
DBA/HEADDEN SEFTIC & ENVIRONMENTAL SERVICES, ¥:&™ INVOICE NUMBER:

3111 DIXIE HWY, LOUISVILLE, KY 40216 05607
PHONE (502) 448-1493 877-649-9788 :
FAX (502) 448-8426

PAGE:
1

Middletown Waste Disposal, Inc. Middletown Sewage Treatment Plan
130 Apple Lane 13105 Middletown Idustrial Bvd
Taylorsville, KY 40071 Lousiville, KY

USA

JOE SANDERS

[N

105 Vac Truck Hourly (3.5 hrs) ' 437.50
107 Dump Fee 219.20
136 ' Surcharge for Diesel Fuel 7.35

L v TOTALDUE

R
i ‘b;2A
NOTES: . $664.05

, : b
Signature \

L OPM D0 raam



INVOICE

 JAMESHEADDEN .
SEPTIC TANK SERVICE,INC. ~ +
DDEN SEPTIC &. ENVIRONMENTAL SERVICES, INC. T INVOICE NUMBER:
DB A A1 DIXIE HWY, LOUISVILLE, KY 40216~ S 05 656
PHONE (502) 448- 1493 . 877-649-9788 S R N y :
; . AX (502) 448 8426 :

Middletown Waste Disposal, Inc. Middletown Sewage Treatment Plan

130 Apple Lane 13105 Middletown Idustrial Bvd
Taylorsville, KY 40071 Lousiville, KY

USA

105 ' Vac Truck Hourly (2 hour ) 250.00
: min)
136 ~~ Surcharge for Diesel Fuel 14.70
[V lpfb :
b 5
\VW
TOTAL DUE
NOTES: | $264.70

Signature e _f.«’AfiAir...:.’“...‘j Ll

#CPOLIZ2  (3/98)



iddIetown "Waste Disposal iddletown Sewage Treatment Pla
130 Apple Lane 13105 Middletown Idustrial Bvd
Taylorsville, KY 40071 ,? Lousiville, KY

USA

Net 30 Days

: R    Pump A 5000 Gallon Load ’ ,kf5f
s 136‘, 5 gff u fnfSurcharge for Dlesel Fuel;"“

P
.07
i(/) i - .
5 481 TOTAL DUE
NOTES: '
Signature $ 497 .35




ddlet
130 Apple Lane
Taylorsville, KY

Middletown Sewage Treatment Pla
13105 Middletown Idustrial Bvd
Lousiville, KY

USA

‘fﬂ§Vac Truck Hourly

-“7§Dump Fee*gﬁ

‘iSurcharge for Dlesel Fuel

9/’ |
N7
- g
i&
TOTAL DUE
- NOTES:
Signature

$442.73



Middletown Waste Disposal, Inc. Middletown Sewage Treatment Pl
130 Apple Lane : 13105 Middletown Idustrial Bvd
Taylorsville, KY 40071 Lousiville, KY

USA

OE SANDERS

i L T e s R R e R e T R T S et S LA T e e R e T S L R et e

o> 198

TOTAL DUE

NOTES:

Signature

$385.00




W;ddletOWH Waste Disposal, Inc. iy Mlddletown Sewage Treatment Plan
130 Apple Lane .. 13105 Middletown Idustrial Bvd
Taylorsville, KY 40071 Lousiville, KY

USA

JOE SANDERS

Vac Truék Hourly (Pumped
29 000 gallons includes
haul & dump fee)

1f136. !jj71 :v 5 wSul:charge for Diesel Fuel
e (6 loads)
D%
R 2 2
- /; ; o w‘ /i/
,wk, j' hl
N7
TOTAL DUE

© NOTES:

Signature $ 4 ’ 990.00



—Mroadletownswa
130 Apple Lane
Taylorsville, KY 40071

5500
Pump, -1 - 5000
_Surcharge for

et T R e e e R o o T T et e T e ot Y e b e

NOTES:

Signature

i etown T
13105 Middletown Idustrial Bvd .
Lousiville, KY
USA

‘Gallon Load  7¢/mesgel
~Gallon'Load
Diesel Fuel

b
e S e 5 S S e P e e -1—.—:.;—.——.._,..,______ .

TOTAL DUE

$1,049.00
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Question 5. Refer to the Commonwealth of Kentucky Certificate of Registration for the 2000
Jeep registered to Donald Lorenz that was filed in Middletown’s response to the Commission
Staff’s First Information Request, Item 13. FExplain why Middletown should pay the taxes and
insurance for a vehicle that is not registered in its name.

Answer: The invoices show a $289 auto insurance charge and a $98 registration fee. A vehicle
is required for Middletown’s management to make frequent plant visits and to fulfill oversight
responsibilities. This was particularly necessary in 2008 with all of the maintenance and repair
issues existing at this aging plant, and will also be necessary for the foreseeable future. Donald
Lorenz, the owner of the vehicle, charged this as a fee for the use of his vehicle.

Witness: Donald Lorenz






Question 6. Refer to the Chase credit card statements filed in Middletown’s response to the
Commission Staff’s first Information Request, item 13. The charges paid by Middletown to
Chase are for gasoline purchases and are recorded in the Account No. 618-Gas/Oil Expense. A.
Provide documentation to support the allocation of the gasoline purchases to Middletown.

Answer: The charges in question appear to total $504.96. There is no documentation
supporting a cost allocation. However, a vehicle is required for Middletown’s management to
make frequent plant visits and to fulfill oversight responsibilities. This was particularly
necessary in 2008 with all of the maintenance and repair issues existing at this aging plant, and
will also be necessary for the foreseeable future.

At $3.00 per gallon of gas, the charges rounded up to $510 would purchase approximately 170
gallons of gas. Mr. Lorenz’s office in Taylorsville is a round trip of approximately 42.5 miles,
and if the vehicle gets 17 miles to the gallon, each round trip would require 2.5 gallons of gas
and would suggest 68 trips were taken to the plant. This is slightly more than one visit per week,
which seems reasonable in view of all the plant repair and maintenance issues necessary in 2008
and for the foreseeable future.

As stated in previous data request responses, Middletown’s primary concern is that the
Commission allow it sufficient revenues to efficiently operate the sewer system and to pay for
needed upgrades in order to provide safe, reliable and adequate service. In order to achieve this
result, some expense allowance for transportation expenses is necessary.

B. Provide a copy of the vehicle log showing that the Jeep was used solely for Middletown.

Answer: No vehicle log is kept.

Witness: Donald Lorenz






Question 7. Refer to the invoices filed in Middletown’s response to the Commission Staff’s first
Information Request, item 13. On the invoices are references to companies (Lorenz Properties,
Lichtefeld Properties, DAL, Farm) other than Middletown and those companies are listed in
Table 1 below. Describe the relationship between each company and Middletown, whether they
share the office with Middletown; and if they do, list the office rent charged to that company.
Include a detailed explanation as to how the monthly rent allocation was developed.

Answer: As previously stated in response to question 11 of the Staff’s first information request,
no affiliated or nonaffiliated companies share Middletown’s office in Taylorsville. Lorenz
Properties, whose managing partner is Jack Lorenz, sometimes provides oversight to
construction and/or operations of Middletown. Lichtefeld Properties has no relationship to
Middletown other than one of the owners is a shareholder of Middletown. Certain legal bills for
services rendered on behalf of Middletown were mistakenly sent c/o Lichtefeld Properties.
Lichtefeld Properties forwarded those invoices for legal services to Middletown Waste Disposal.
“DAL” refers to personal charges of Donald Lorenz, who is shareholder of Middletown. “Farm”
refers to purchases made on behalf of the farm where Mr. Lorenz’s personal residence and
Middletown’s business office are located, and there is no relationship between Middletown and
the farm. Donald Lorenz’s credit card invoices may have various expenses allocated to
“Middletown”, “Farm,” or “DAL”. Middletown reimburses Mr. Lorenz for any credit card
purchases made on behalf of Middletown.

Witness: Donald Lorenz






Question 8. Refer to Middletown's response to the Commission Staff’s first Information Request,
item 2(a). Middletown references an emergency repair to the freatment plant header that
occurred in August 2009 of $880. A. Is Middletown aware that it paid Sanders Sales and Service
approximately $4,035 in 2008 to repair leaks in the header?

Answer: Yes. As stated previously in the response to question 2 of the Staff’s first information
request, Middletown stated that the air header had only been patched in the past, and estimated
that it needed to spend approximately $15,000 to replace it. Although Middletown had hoped to
complete this project in 2009, it has not yet been done due to winter weather and plant priorities.

B. Explain whether the cost to repair the header should be removed from test-period operating
expenses and amortized over an appropriate period.

Answer: In the response to question 2 of the first information request, Middletown recognized
that certain 2009 expenditures, including an $880 charge for emergency repairs to the treatment
plant header, were capital in nature. Middletown also recognizes that the 2008 air header repairs
totaling $4,035 should not recur annually with eventual replacement of the treatment plant
header.

Middletown’s consistent position throughout this case has been that significant expenditures
were required in 2008, and will be required in the near future, to keep this aging plant compliant.
Having never had a rate increase in its entire history, Middletown’s primary concern is that the
Commission grants reasonable ratemaking treatment for the 2008 plant expenditures. If so, then
the overall revenue requirement should be sufficient to allow Middletown the funds needed to
make necessary repairs and upgrades.

Witness: Donald Lorenz






Question 9. Refer to Middletown’s response to the Commission Staff’s first Information Request,
item 11(a). Provide documentation to support Middletown’s statement that the proposed office
rent of $200 per month is lower than rent which would be paid to an outside party.

Answer: Attached is a survey of available office rents in the Louisville area, which shows
Middletown’s proposed office rent of $200 is low in comparison.

Witness: Donald Lorenz



Prepared by Alton Lee Webb, Alton Webb &Associates
January 13, 2010 on KCREA

Phone: 502-633-7459 Email: lwebb@altonwebb.com

License: R

Leasing Comparables
Prepared for Lorenz by Alton Webb & Associate

Property Type:

Sale Price / Lease Amount:
Contigueus Space:
l.ucatihh:

Transaycﬁon Type:
Propérty Suhfype: '
Property Name: k
Development Name:
Markei Type: o
Bross Building Area (BBA):
YearBult:

Year Last Renovateﬂ:

No. of Storiés:

No. of Buildings:

Parking Type: '

No. of Parking Spabes:
Dffice Space SF:

Space Size: k
Spéce Size Unlts

Space Nurﬁber: k
Space Floor:

Space Suhcategdiy:
Lease Agreement Sighed:
Expected Occupancy: k
Lease Rate:

Lease Rate Units: k
Lease Type:

Lease Length (onths):
Space Type; '

1821 PLANTSIDE DR
Bluegrass Office & Retail Center, 1821

(Leased)

Office for Lease
$500 (Monthly)
900 SF
Louisvitle, KY 40299
Leasé

General
Bluegrass Office & Retail Center
A

WA

36,000 SF
1976

/A

1

0

A

120

WA

900 SF

SF

1821

NA

Strip Center
12/31/2009
2172010

$500 (Monthly)
Total

WA

N/A

Relet

2300 Hursthourne Village Dr. 1100
2300 Hursthourne Village, Suite 1100,
1100

(Leased)

’ Office for Lease

$10.55 PSF (Annual)

950 SF

Lowisville, KY 40299

Lease

Buéiness Park

2300 Hurstbourne Village, Suite 1100
John Hoagland

WA

WA

A

N/A

N/A

A

A

WA

A

950 SF

SF

1100

A

WA
11/19/2009
11/20/2009
$10.55 PSF (Annual)
SF

Modified Gross
6 Months
Relet

9302 New LaGrange Road
New LaGrange Road, D

(Leased)

Office for Lease
$11.65 PSF (Annual)
721 5F

Lowisvile, KY 40242

lease

Mixed Use, General
New LaGrange Road
NA

Medium

/A

1995

WA

1

1

Surface

0

A

721 8F

SF

D

NA

N/A

3/11/2009

N/A

$11.65 PSF (Annual)
SF

NA

0 Months

New

746 E. Broadway
746 E. Broadway, 2

{Leased)

Office for Lease
$10 PSF (Annual)
920 SF
Louisville, KY 40202
Leése

Mired Use

746 E. Broadway
NA

NA

NA

NA

NA

3

0

NA

0

NA

920 SF

SF

2

NA

Office Building
1/26/2009

N/A

$10 PSF (Annual)
SF

A

0 Months

Relet

Page 1

The information presented herein is provided as is, without warranty of any kind. Neither Kentucky Commercial Real Estate Alliance nor Catylist Real Estate Software, Inc. assume any liabifity

for errors or omissions
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Prepared by Alton Lee Webb, Alton Webb &Asseciates
January 13, 2010 on KCREA

Leasing Comparables

Phone: 502-633-7459 Email: lwebb@altonwebb.com
License: R

Prepared for Lorenz by Alton Webb & Associate

13101 Magisterial Drive
Horizon Office Park I, 1st flr

(Leased)

9302 New La Grange Road, Unit 1
First Floor Office Condo Near YMCA, 1

(Leased)

3333 Bardstown Road
Medical Plaza, 13

{Leased)

9700 Stonestreet Road
Southwest Medical Center, Bidg 1-Suite
201

(Leased)
Property Type: Office for Lease Office for Lease Office for Lease Office for Lease
Sale Price / Lease Amount: $18.50 PSF (Annual) $12'PSF'(Annual) $13 PSF (Annual) $13.26 PSF (Anhual)
Contiguous Space: 643 SF T13SF 932 5F 652 SF
Location: Louisville, KY 40223 Lovisville, KY 40242 Louisville, KY 40218 Louisvile, KY 40272
Tranéaution Type: Lease k Lease Lease Léase
Property Subtype: Medical General " Medical * Office Building, Medical
Property Nanie: Hurizoh Office Park | First Flgor Office Condo Néar YMCA Medical Plaza Sduthwest Medical Center
Development Name: A A N/A NA
MarketType: 7y WA Large Large
Gross Building Area (6BA;  NA WA 16,299 5F 0SF
Year Buitt: NA A A NA
Year Last Renovated: WA N/A N/A N/A
No. of Stories: 0 A 1 3
No. of Buildings: 0 A 1 2
Parkihg Type: N/A /A Surface Surface
No, of Parking Spaces: 0 0 40 350
Office Space SF: A NA N/A 0
Space Size: 643 SF 713 SF 932 8F 6‘52 SF
Snace Size Units: SF SF SF SF
Space Kumber: lst‘flr 1 13 Bldg 1-Suite 201
Spahe Flunr:‘ 1 ; N/A 1 2nd
Space Subcategory: Office Building A Medical Medical
Lease Agreement Signed: 10/23/2008 8/5/2008 7/8/2008 5/8/2008
Expected Occupancy: WA 8/5/2008 7/15/2008 §/1/2008
Lease Rate: ' k $18.50 PSF (Ahnual) $12 PSF (Annual) $13 PSF (Annual) $13.26 PSF (Annual)
Lease Rate Units: SF SF SF SF
Lease Type: Undisclosed NA /A A
Lease Length (Months): 0 Months 0 Months 0 Menths 0 Months
Space Typeﬁ k New Relet New ' Relet
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for errors or omissions


mailto:Iwebb@altonwebb.com

Prepared by Alton Lee Webb, Alton Webb &Associates Phone: 502-633-7459  Email: lwebb@altonwebb.com
January 13, 2010 on KCREA License: R

Leasing Comparables
Prepared for Lorenz by Alton Webb & Associate

1941 Bishop Lane

215 Breckenridge

Watterson Office Park - West Newly Renovated, 803 215 Breckenridge, 204
{Leased) (Leased)
Property Type: Office for Lease Office for Lease
Sale Price / Lease Amount: $13.50 PSF (Annual) $10.50 PSF {Annual)
Contiguous Space: 664 SF 350 SF
Location: Louisville, KY 40218 Louisville, KY 40207
Transactibn Type: Léase o Lease
Property Subtype: ' Office Building' Geheral
Pmpérty Name: ' Waftersnn Office Park - West Newly Renovated 215' Bréckenridge
Development Name: NA NA
Market Type: Medium WA
Gross Building Area (EBA): /A 8,261 SF
Year Buit: - A 1976
Year Last Renovated: 2006 ' N/A
No. of Stories: 10 2
No. of Buildings: 1 1
Parking Type: Surface N/A
No. nf Parking Spaces: 0 0
Office Space SF: WA A
Space Size: 664 SF 350 SF
Space Size Units: SF SF
Space Number: 803 204
Space Floor: 8th Floor N/A
Space Suhﬁategury: Office Building N/A'
Lease Agreement Signed: 5/1/2008 1/14/2008
Expected Ucéhpancy: N/A N/A
Lease Rate: $13.50 PSF (Annual) $10.50 PSF (Annual)
Lease Rate Units: SF SF
Lease Type: NA N/A
Lease Length (Months): 36 Months 0 Months
Space Type: Relet Relet
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Question 10. Refer to the November 23, 2004 letter submitted in Middletown’s response to the
Commission Staff’s first Information Request, item 1(b). Provide any correspondence
Middletown received concerning the letter that was mailed to Larry Updike of the Commission’s
Engineering Division or that relates to the 815 per-month residential rate.

Answer: Attached are certain letters from and/or to the Kentucky Public Service Commission.

Witness: Donald Lorenz



COMMONWEALTH OF KENTUCKY

PUBLIC SERVICE COMMISSION
730 SCHENKEL LANE
POST OFFICE BOX 615
FRANKFORT, KY. 40602
(502) 564- 3940

December 8, 1994

Mr. Donald A. Lorenz
Middletown Waste Disposal, Inc.
641 Normandy Road
Taylorsville, Kentucky 40071

Dear Mr. Lorenz:

This is in response to your letter dated November 23, 1994,
regarding the proposal to establish the rate for residential
customers of Middletown Waste Disposal, Inc., to be equivalent to
the lowest single family rate found in Jefferson County.

Kentucky Revised Statutes require utility rates to be based on
the fair, Jjust and reasonable cost of providing service.
Therefore, Middletown's proposal is not satisfactory. Rates should
be established using the records from the company providing the
service.

An Alternative Rate Filing for small utilities (ARF) procedure
allows small utilities to adjustment their rates and avoid expenses
that can be incurred in a general rate filing. Commission Staff
will assist in filing an ARF application at no cost to the utility.

If you choose to initiate an ARF procedure, please send

correspondence to my office requesting assistance in adjusting
Middletown's rates.

If you have any gquestions regarding this matter, please
contact me or Sam Reid, Jr., of the Commission Staff at (502) 564-
3940.

Sincerely,

Don Mills
Executive Director

SR/bt

AN EQUAL OPPORTUNITY EMPLOYER M/F/D



MIDDLETOWN WASTE DISPOSAL, INC.
641 Normandy Road
Taylorsville, Kentucky 40071
(502) 477-6423

June 26, 1995

Mr. Mark C. Frost

Public Utility Financial Analyst
Division of Financial Analysis
Public Service Commission

P. 0. Box 615

Frankfort, KY 40602

Dear Mr. Frost

In conformance with your request we are enclosing a copy of
our operation permit which shows the monitoring requirements
on a weekly basis.

We are also enclosing a copy of a letter for putting the other
half of the plant in service. Jeff Wolford indicates with

the projected flow of the residential customers this will be
required in the not too distant future.

Below we have itemized the additional costs we feel would be
applicable.

1. Power for the additiomnal blower $4236.00
2. Sludge hauling 1327.00
3. Chemicals 650.00
4. Operation 1200.00
Total $7413.00
Sincerely,

MIDDLETOWN WASTE DISPOSAL, INC.

Donald A. Lorenz
Secretary~Treasurer

DAL/saf
enc.



MIDDLETOWN WASTE DISPOSAL, INC.
641 Normandy Road
Taylorsville, Kentucky 40071
(602) 477-6423

May 14, 1997

Don Mills, Executive Director
Commonwealth of Kentucky
Public Service Commission

P. 0. Box 615

Frankfort, KY 40602

Dear Mr. Mills:

By this letter we are requesting assistance in preparing an
alternate rate application form. We previously received the
necessary forms and Mr. Mark C. Frost of your staff has been

working on the necessary data.

We are now ready to accept the residential customers and need
this alternative rate form.

Thanking you, we remain.
Sincerely yours,

MIDDLETOWN WASTE DISPOSAL, INC.
Donald A. Lorenz
Secretary-Treasurer

DAL/saf



e

COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION
730 SCHENKEL LANE
POST OFFICE BOX 615
FRANKFORT, KY. 40602
(502) 564-3940

May 29, 1997

Mr. Donald A. Lorenz

Secretary - Treasurer

Middletown Waste Disposal System
641 Normandy Road

Taylorsville, Kentucky 40071

Re:

Rate Case Assistance.

Dear Mr. Lorenz:

The Commission has received your letter filed May 16, 1997, requesting

Commission Staff ("Staff") assistance in preparing a rate case application. This is to
confirm that Staff will provide Middletown Waste Disposal System ("Middletown") with
assistance in preparing its application.

Staff member Mark Frost of the Commission’s Division of Financial Analysis will

be contacting you within two weeks to schedule a review of the utility’s financial records.
Mr. Frost will be conducting a limited review of Middletown’s financial records for the
calendar year 1996. The following documents and records should be made available to
Mr. Frost at the limited financial review. Please disregard any of the following items do
not apply to your utility.

Billing Records which would include monthiy usage information for each utility
customer for the calendar year 1996.

General Ledger, Cash Receipts, and Disbursements Journals.

Invoices for expenditures paid during the test period, six months preceding the
test period, and all subsequent months up to the current date.

Minutes of Board of Directors Meetings.

Copies of the Accountant’'s workpapers and year-end adjusting journal entries.
Documentation (e.g., invoices, contracts, or bids) to support any increased costs
that have occurred since 1996. It is the Commission’s policy that pro forma
adjustments must meet the rate-making criteria of being known. and measurable,
and supported by some form of documentation.

Documentation (e.g., invoices, contracts, or bids) to support the estimated rate
case cost.

AN EQUAL OPPORTUNITY EMPLOYER M/F/D



. Computation of all taxes assessed against the Ultility (Official returns/forms if

available).

. Schedule of employees, including job duties, length of employment, test-period
salary, and current salary.

. Schedule of insurance coverage, including type of coverage, annual premiums,
effective dates, etc.

. Schedule of short and long-term debt instruments, including amortization
schedules.

. Schedule of investments and current interest rates.

. All contracts and agreements, (i.e., purchased water contracts, leases, rental

agreements, etc.).
Mr. Frost will be contacting you shortly to schedule the limited field review. If you

should have any questions or require further information regarding the items on this list,
do not hesitate to contact Mr. Frost at (502) 564-3940.

Sincerely, _
I\ Ml

Don Mills
Executive Director

DM/mf



MIDDLETOWN WASTE DISPOSAL, INC.
641 Normandy Road
Taylorsville, Kentucky 40071
(602) 477-6423

July 1, 1997

Don Mills, Executive Director
Public Service Commission

P. 0. Box 615

Frankfort, KY 40602

RE: Rate Case Assistance
Dear Mr. Mills:

We received your letter of May 29, 1997 indicating your
willingness to assist us in preparing a rate increase
application.

Your letter indicated that the financial analysis will be
based on the calendar year 1996. We would like to know if
it would be possible to include the six months ending

June 30, 1997 in this data. We have had a dramatic increase
in the cost of sludge hauling and chemicals which would be
included in this information. If this would be agreeable
with your staff these records would be included with the
1996 records.

We appreciate your cooperation.
Sincerely,

MIDDLETOWN WASTE DISPOSAL, INC.
Donald A. Lorenz
Secretary-[Treasurer

DAL/saf



MIDDLETOWN WASTE DISPOSAL, INC.
641 Normandy Road
Taylorsville, Kenfucky 40071
(502) 477-6423

November 12, 1997

Mr. Mark C. Frost

Public Utility Financial Analyst
Division of Financial Analysis
Public Service Commission

P. 0. Box 615

Frankfort, KY 40602

Dear Mr. Frost:

In May we wrote requesting assistance in preparing an
alternate rate application form, a copy of that is enclosed.

As of this date we have had no reply from your office and
ask that you please contact us regarding this letter at your
earliest convenience.

Sincerely,

MIDDLETOWN WASTE DISPOSAL, INC.

Donald A. Lorenz
Secretary-Treasurer

DAL/saf
enc.



MIDDLETOWN WASTE DISPOSAL, INC.

641 Normandy Road
Taylorsville, Kentucky 40071
(502) 477-6423

December 10, 1997

Sam Reid, Jr.

Public Utility Rate Analyst
Public Service Commission
Commonwealth of Kentucky
730 Schenkel Lane

P. O. Box 615

Frankfort, KY 40602

RE: MIDDLETOWN WASTE DISPOSAL, INC.

Dear Mr. Reid:

Enclosed please find a copy of the printout provided by The
Louisville Water Company for Eastgate Village Patio Homes and
Both of these

the paid invoice to the Spencer County Clerk.
items were requested during your audit.

Should you need anything further, please do not hesitate to

contact me.
Sincerely,

MIDDLETOWN WASTE DISPOSAL, INC.

Donald A. Lorenz
Secretary-Treasurer

DAL/saf
encs.

Q,
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MR. SAM REID, JR.

PUBLIC UTILITY RATE ANALYST
PUBLIC SERVICE COMMISSION
COMMONWEALTH OF KENTUCKY
730 SCHENKEL LANE

P O BOX 615

FRANKFORT, KY 40602

RE: MIDDLETOWN WASTE DISPOSAL, INC.

DEAR MR. REID:

AS THE ACCOUNTING FIRM FOR MIDDLETOWN WASTE DISPOSAL, INC. WE HAVE REVIEWED
THE PROPOSED RATES AND OVERLAID THEM WITH SIX MONTHS OF THE 1998 ACTUAL AND
PROPOSED AMOUNTS.

BASED ON THOSE NUMBERS FOR THAT SIX MONTHS TEST PERIOD THIS INDICATES THAT
THERE WOULD BE A 28% REDUCTION IN REVENUE FROM THE COMMERCIAL CUSTOMERS
TOTALING SOME FOURTEEN ODD THOUSAND DOLLARS,

WE CAN APPRECIATE YOUR PROPOSED ADJUSTMENTS TO REDUCE INCOME BY
APPROXIMATELY $4,100.00 PER YEAR, HOWEVER, IT DOESN'T APPEAR THAT THIS FORMULA
WORKS UNLESS YOU ARE ASKING US TO SHIFT THE BURDEN FROM THE 58 INDUSTRIAL
CUSTOMERS TO THE 13 INDIVIDUAL AND 1 CONDOMINIUM. THIS WOULD MEAN SHIFTING THE
BURDEN OF $10,244.00 DIVIDED BY 14 CUSTOMERS FOR A TOTAL OF $732.00 FOR A 6 MONTH
PERIOD OF TIME EACH.

THE YEARLY REVENUE OF $89,102.48 IS ACCEPTABLE FOR US TO CHARGE IN A MANNER THAT
DOES NOT INCITE THE INDIVIDUAL CUSTOMERS THAT ARE A PART OF THIS CUSTOMER BASE.

| REQUEST, AT THIS TIME, THAT WHOEVER PUT THIS FORMULA TOGETHER CONTACT US S0
THAT WE MAY SIT DOWN AND HAVE A MEETING TO FIGURE OUT THIS PROBLEM.

VERY TRULY YOURS,
RICK DAHLGREN

VE
CC: MIDDLETOWN WASTE DISPOSAL, INC.



NORMALIZED BILLING ANALYSIS
MIDDLETOWN WASTE DISPOSAL
SUMMARY

CLASSIFICATION

ENGLISH STATION
SHOPPING CENTER

INDUSTRIAL

EASTGATE VILLAGE
24 UNITS @ $15/MONTH

RESIDENTIAL (10 units @ $15/month
5,000 gallons/month per unit

BILLS USAGE REVENUE

96 8,348,000

240 7,741,700

(o>]

1,440,000

120 600,000

$34,944

52,156

4,320

1,800

TOTALS

462 18,129,700

$93,220



Schedule No. 1 Page 1

Mid W DI L
Operating Revenues and Expenses - Actual and Pro Forma
Test Period 1997
Actual Pro Forma Adj. ProForma
Operations | Adjustments Ref Operations

Operating Revenue:

Commercial Customers 3 77,002 $ 16,218 A § 93,220
Total Operating Revenues $ 77,002 3 16,218 $ 93,220 -
Operating Expenses:
Management Fees 14,400 (10,800) B 3,600
Sludge Hauling 3,148 (165) C 2,983
Utility Service - Water Cost - 2876 D 2,876
Purchased Power 12,040 (1,266) E 10,774
Chemicals 2,333 1,397 F 3,730
Miscellaneous - Treatment & Disposal Plant 2,420 (2,420) G -
Maintenance of Treatment & Disposal Plant - 1,450 H 1,450
Maintenance - Other Plant Facilities - 1,859 H 1,859
Routine Service Maintenance Fees 20,002 (15,172) H 4,830
Maintenance - Internal Supervision and Engineering - 3,600 A 3,600
Administrative & General Salaries - 3,600 A 3,600
Office Supplies & Other Expenses 1,439 - 1,439
Outside Services Employed 12,697 - ) 12,697
Other Qutside Services - KPDES Testing - 2,160 G 2,160
Insurance 3,093 (1,258) | 1,835
Regulatory Commission Expense - 141 J 141
Transportation Expense - 6,193 K 6,193
Miscellaneous General Expenses 4,095 (4,095) L -
Rents 1,200 - 1,200
Depreciation 18,478 (17,999) M 479
Amortization - KPDES Permit - 240 N 240
Amortization - Repair to Aeration System in Lagoon - 456 O 456
Taxes Other Than Income 2,793 (141 J 2,652
Total Operating Expenses 3 98,138 $ (29,344) 5 68,794
Other Income:
interest 278 - 278
Other Expense:
Interest (9,116) X - (9,116)

Net Income Available for QOperations 3 (29,974) $ 45 562 $ 15,588



Schedule No. 2 Page 1

Middletown Waste Disposal, Inc.
Pro Forma Adjustmen

Test Period 1997

Commercial and Industrial Revenue per Annual
Report to the PSC $ 77,002

Pro Forma Adjustments:
CPA error understating 1997 revenue by

overstating 12/31/96 accounts receivable 10,736
Adjustment for 1996 Utility overbillings repaid in 1997 2,806
Adjustment to normalize commercial and

industrial revenue 620
Adjustment to net sales tax from 1987 revenues (4,064)

Adjustment for normalized revenues from
Eastgate Village condominiums 4,320

Adjustment for normalized revenues from

residential customers 1,800
Subtotal - Pro Forma Adjustments 16,218
Pro Forma Balance 3 93,220

Owner/Manager Fee:

Paul Lichtefeld $ - monthly X 12 $ -

Donald Lorenz 3 300 monthly X 12 3,600
Requested Owner/Manager Fee $ 3,600
Owner/Manager Fee per 1997 PSC Annual Report 14,400
Pro Forma Adjustment - Owner/Manager Fee $ (10,800)

Portion of Owner/Manager Fee per 1997 PSC Annual Report that should be

classified as Maintenance - Internal Supervision and Engineering $ 3,600
Pro Forma Adjustment - Maintenance - Internal Supervision and
Engineering Expense requested $ 3,600

Portion of Owner/Manager Fee per 1997 PSC Annual Report that should be
classified as Administrative & General Salaries 3 3,600
Pro Forma Adjustment - Administrative & General Salaries Expense

requested 3 3,600




Schedule No. 2 Page 2

Middletown Waste Disposal, Inc.
Pro Forma Adjustments
Test Period 1997

In 1997 only one sludge hauling bill was incurred in the amount of $3,148 for abnormally thick sludge.
In 1998, through September $2,243 in sludge hauling expense was incurred. 1997 was not a
representative test year for this cost. Thus, the amount incurred for 1998 through the end of
September annualized will be used as the best estimate of this expense for the test period.

Sludge Hauling Expense:

Nine months expense for 1998 $ 2,243
Annualization factor 1.33
Requested Sludge Hauling Expense $ 2,983
Sludge Hauling Expense per 1997 PSC Annual Report 3,148
Pro Forma Adjustment - Sludge Hauling Expense $ (165)

Utility Service - Water Cost in the amount of $1,266 was included as part of Purchased Power on the
1997 PSC Annual Report. 1997 was not a representative test year because the dechlorination process
was not required by the Natural Resources Environmental Protection Cabinet, Division of Water
("DOW") until July 1997. Thus, water utilized after the dechlorination system was placed into service
July 1997 increased. Accordingly, the closest measured service period to the utilization of the new
system will be used for Pro Forma Expense.

Utility Service - Water Cost:

Gallons (000's) 3

Service Period Consumed Amount
8/7/97 10/6/97 231 3 470.28
10/6/97 12/9/97 247 502.16
12/9/97 2/11/98 176 (estimated bilf) 366.48
2/11/98 4/6/98 268 552.75
4/6/98 6/8/98 241 498.08
6/8/98 8/6/98 235 485.97
Pro Forma Adjustment/Expense $ 2,876
Purchased Power per 1997 PSC Annual Report $ 12,040

Pro Forma Adjustment - For Utility Service-Water Cost included with .
Purchased Power on Annual Report (1,266)

Requested Purchased Power Expense 3 10,774




Schedule No. 2 Page 3

Mi wn W i I Inc,
Pro Forma Adjustments
Test Period 1997

After the dechlorination process was required by DOW July 1997, the utility's chemical costs increased
significantly. Thus, the 1997 amount per the PSC Annual Report is not representative for rate-making
purposes. In order to provide a better measure of expense for the test period, below is a listing of
chemical costs from July 1997 through June 1998.

$

Invoice # Check# DatePaid Vendor Amount Description
380214 2422 7/1/97  Technical Products, Inc. 3 593.36 liquid chlorine
390880 2427 7/9/97  Technical Products, Inc. 227.64 sodium bisulphite
394215 2427 7/9/97  Technical Products, Inc. 177.64 sodium bisulphite
383296 2480 9/17/97 Technical Products, Inc. 355.28 sodium bisulphite
396376 2499 10/6/97 Technical Products, Inc. 355.28 sodium bisuiphite
404850 2519 11/18/97 Ulrich Chemical, Inc. 355.28 sodium bisulphite
412140 2556 1/13/98  Ulrich Chemical, Inc. 600.14 liquid chlorine &

sodium bisulphite

419732 2585 3/3/98  Ulrich Chemical, Inc. 355.28 sodium bisulphite
424893 2610 4/8/98  Ulrich Chemical, Inc. 355.28 sodium bisulphite
430576 2638 5/13/98  Ulrich Chemical, Inc. 355.28 sodium bisulphite

Requested Chemicals $ 3,730

Chemicals per 1997 PSC Annual Report 2,333

Pro Forma Adjustment - Chemicals 3 1,397

Miscellaneous - Treatment & Disp. Plant per 1897 PSC Annual Report 3 2,420

Costs Misclassified:

Other Outside Services - KPDES Testing($ 180/month) (2,160)

Special testing of dechlorination system to capitalize (260)

Pro Forma Adjustments (2,420)

Miscellaneous - Treatment & Disp. Plant requested $ -

Routine Maint. Svc. Fees per 1997 PSC Annual Report 3 20,002

Expenses misclassified:

Maintenance of Treatment and Disposal Plant (1,450)

Maintenance - Other Plant Facilities (1,859)

Transportation Costs (4,959)

Costs required to be capitalized and depreciated/amortized (7,219)

Pro Forma Adjustments - misclassifications (15,487)

Subtotal 3 4,515

Pro Forma Adjustment to normalize $ 52.50 per month increase in monthly

operating fee effective 7/1/96. 315

Routine Maintenance Service Fees requested 3 4,830




Schedule No. 2 Page 4

Middletown Waste Disposal, Inc.
Pro Forma Adjustments
Test Period 1997

Insurance Expense per 1997 PSC Annual Report 3 3,093
Reclassify auto insurance premium to Transportation Expense (1,272)
Pro Forma Adjustment for premium increase in 1998 14
Pro Forma Adjustments (1,258)
Insurance Expense requested $ 1,835
Regulatory Commission Expense per 1987 PSC Annual Report 3 -
PSC Assessment Fee reclassified from Taxes Other Than Income 141
Pro Forma Adjustment/Regulatory Commission Expense requested $ 141

Transportation Costs reclassified from Routine Maintenance Service Fee (
see Pro Forma Adjustment H & I):

Auto lease ( 80% business use) $ 4,220

Fuel (100 % business use) 265

Vehicle maintenance ( 80% business use) 474

Insurance ( 80% business use) 1,272

Subtotal $ 6,231

Increase in lease cost for new vehicle upon termination of old lease 776

Increase in insurance cost 668

Total Transportation Costs before reduction for nonbusiness use 5 7,675

Nonbusiness use ( 20%):

Auto lease (999)
Vehicle maintenance (95)
Insurance (388)
Pro Forma Adjustment/Transportation Expenses requested $ 6,193

Pro Forma Adjustments:

To eliminate Meals & Entertainment for rate-making purposes 3 (31)
To net sales tax from 1997 revenues ( see Adjustment A) (4,064)
Total Pro Forma Adjustments to Miscellaneous General Expenses $ (4,095)
Miscellaneous General Expense per 1997 PSC Annual Report 4,095
Miscellaneous General Expense requested $ -

Depreciation Expense per 1997 PSC Annual Report $ 18,478
Less: Utility Plant Fully Funded by Contributions in Aid of Construction (18,478)

Costs reclassified to depreciate: Useful life Straight-line depreciation

Dechlorinator,

installation & testing $ 2,123 10 3 212
Diffusers (4) 800 3 267 % 479
Net Pro Forma Adjustments to Depreciation Expense {17,999)

Depreciation Expense requested $ 479
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Amortization of KPDES permit effective 1994 to 1999:
Cost $ 1,200 Amortization years
Pro Forma Adjustment/Amortization Expenses requested

Cost of repairs to Lagoon System reclassified to amortize:
From Adjustment H $ 4,556 Amortyrs
Pro Forma Adjustment/Amortization Expenses requested

10

3 240
$ 240
3 456
5 456
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Middletown Waste Disposal, Inc,
Test Period 1997
Amount

Pro Forma Operating Expenses $ 68,794
Divided by: Requested Operating Ratio 88%
Subtotal 78,175
Less: Pro Forma Operating Expenses 68,794
Margin After Income Taxes 9,381
Multiplied by: Income Tax Gross-up Factor 1.22549
Margin Before Income Taxes 11,497
Add: Pro Forma Operating Expenses 68,794

Interest Expense 9,116 °
Total Revenue Requirement 89,407
Less: Non-Operating Income - Interest 278
Revenue Requirement from Operations 89,129
Less: Forfeited Discounts -
Revenue Requirement from Rates 89,129
Less: Normalized Operating Revenues from Rates 93,220

Requested Operating Revenue Increase (Decrease) $  (4,091)






COMMONWEALTH OF KENTUCKY )

COUNTY OF JEFFERSON )

I, Paul A. Lichtefeld, Sr., being duly sworn, state I am the President of Middletown Waste
Disposal, Inc., that I have read the foregoing response to the PSC’s second information request;
that the same is true and accurate to my knowledge.

IN TESTIMONY WHEREOF, witness the signature of the undersigned on this Z 72 /{(/{gy
of January, 2010.

[

LeTE

Paul A, Llchtefeld/gr Premdent
Middletown Was{e Dlspﬂsal Inc.

Subscribed and sworn to before me by Paul A. Lichtefeld, Sr., President of Middletown
Waste Disposal, Inc., on this 542 day of January, 2010.

My Commission Expires /= 2 Ry ROlO

7/ j 2
// : ’ / / 77
&~ /Ji{/u/ Y et

Notary Public
State at Large






