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• A* a oaatimact bear~:af' of the hbl.ic 

Service Ca•liaaioa, llt~Jd •• afferaon 

City, Missouri, on the lOth day of 

~ril, • • • • •• • • • • .1171. 

2M'! !9. SA-78-240 

In the •tt.er of the applicat.i.on of 
HERCULA8uM SB10Ut COMPANY for permission, 
approval, all4 a certificate of conveni...,. 
ana -~ut.y authoriainq it to const~, 
iasi:&ll, · OWD., operate, control, manage aa4 
maintain a sewer system for the public 
located in a iJlCOrporated pOI:'ti()Jl of the 
coaauaity of Herculaneum, Miuo\Uil. 

BEFORE: 

THOMAS R. PA.Rl(ER, Presidinq, 

REPORTED BY: 

ROBERT L. STRATMAN 
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GARY W. ..filii''~, -. ... ~"~ -ral Cl6uasel, 
*'•*l'•P@l.iO£:-vice OcJ ntaaJ.oa, 
.-. o. - 1c•, ... 
Jefh~D City, Missouri 65102, 

!'OR: 
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··;:~-~::'' ···""-: ' 

"The uoYe-re._.,.,. --~ 
~~ 

repn.ea't* the .. :l.ica:Uon of aercalaneua Sewer eoap&ay 

a eertifica'te of convenience __., aceaai ~ aa a .,.._. 
:;">'' 

sewer company. Initial heariaga .. held on tilts •PP1•­
oation on All911St 18, 1971, aad additional bearJ.Iap ... ,. •• ~. 

scheduled for May 24, 1979. 

"The purpose of .._1._ $• •. ~-~, 

an earlier beariDCJ date fOC"· tl'ds mat~·,<'ead. apectf'J.cally, 

request t•t it be set for April 18:, 1979. 

previoasly been set aside for heara. ·~ s~. Joaepll LiCJI'l~ 

Power Company complaint case against Berliaqton NOrthern, 

CoatissJ.on caa.e Ho. RC-78-86. ~J~aat eo~~plaiDt case has been 

disadssed, which would JUke avaJ:lable one of tbe eoa-tssi.cm • 

assipecl to this case and the Staff attorney, as well as 

the Staff personnel involved in this matter, and they are 

aqreeable to an April 10 setting."; and thereafter on the 

lOth day of April, 1979, at the time, date and place indica 

in said letter the following proceedings were had at approxi 

mately 10:30 a.m., ~esday, April 10, 1979: 

(Written Entries of Appe&rance filed.} 
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.a$erof·..-···~··.fd··· 

Relre1S1._ ~ ~ m obtab a aarU.fioata of 

public CCim:Yel'tieace aad neceHity. 

'file ~ was ~a'lly beu'4 previously, 

on Au911st 18 1 1971. At tllat tilDe, I 1Mtl1eve Applicant PQt 

on its case, and the Staff' a Counsel reserved their ript 

to ~.,~on. 

. Are ~ any ~e1bd.nuy aatters before wa 

proce8d today? 

Well, make your oral entries of appaaraace, 

please. 

MR. ENGLAHD: Let the record reflect the 

appearance of w. R. Bagland; JUiUnv aMrees, ~., 

Brydon & SWeareasen1 P. c. 1 P<'lst Office Boa 456, Jefferson 

City, Missouri, Zip Code 651021 appearinq on behalf of the 

Applicant, Herculaneum Sewer Company. 

&. DUFPY: Ga:t'Y w. Duffy, Assistant General 

21 Counsel, P. o. Box 360, Jefferson City, Missouri, appearing 

22 for the Staff of the COJaission. 

23 EXAMINER PARKER: I assume you have made your 

24 written entries of appearance; if you have not, please do. 

25 Now are there any preliminary matters before 
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c..e·•· ur.ift-a.o, 
Be~ ..._. ~ 1m obtab a cerUfioat:e of 

public CGR98ftieace aDd necessity. 

'fbe a. .. was ..-uaJ.ly heaR previously, 

on Auqust 18, 19?1. At 1:Mt tiM, I belieft Applicant pv.t 

on its case, and the Staff' a Gounnl reserved their rigbt 

. Are ~ any pr;e1tlainary aatt.ers before ._ 

pro~ today? 

Well, ma~te· .. yoar. oral eatries of appearance, 

please. 

MR. ENGLAHD: Let the record reflect tbe 

apPearance of w. R. Bagland; maili.llfJ adfkeaa, Ba'*i.na, 

Brydon & sw.ar._,.n, P.C., ~at Office Box 456, Jefferson 

City, Missouri, Zip Code 65102, appeariDCJ on behalf of the 

Applicant, Herculaneum Sewer Coapany. 

Jta. DUFFY: Ga~-y w. Duffy, Assistant General 

21 Counsel, P. o. Box 360, Jefferson City, Missouri, appearing 

22 for the Staff of the Commission. 

23 EXAMINER PARKER: I assume you have made your 

24 written entries of appearance; if you have not, please do. 

25 Now are there any preliminary matters before 

52 
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··\·~aft. an ~.U~ to 

Q!lY put .,._tber aMitional informatica that tay rec:NIItate«1~; 

but al- ito _., our applicaUea, as ·~ lallt. weik. -~ 

include a request for pendssioa to u.- loag--- ~~ . •· 

which will be eotlG\JZ'rellt with, ~ly~ the certificati. 

of this utilitYJ ,..t that, as will lailt ~aed ia 'the< 

t.estiaony ·of the Company, is necessary te ..• , · 

of the initial faCilities. 

sworn, sir. 

sworn.) 

EXAMINER PARICBR: All rif)ht. 

Call your first witness, llr. Ba9'~· 

MR.. ENGLAMD: Tbank you Yery auca. 

llr. tteaneth McClain, pl-· 

BDMID1l PABBR: Rltise your right band to 

(At this time Mr. Kenneth McClaiD was 4uly 
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I ~ :~ 
l 
i ,, 

6 
sworn, tastifiecll u fOllowa: 

li 1 
'' h, 

&I~ BXAIUlfA'l'IOR BY MR. DGLUID: 

I 
8 

9 
please. 

I 10 
A. My~' is ltmmeth MCClain; ay address is 

Box 173, Jiigh Rid98, JU.sso\lri. 

I 
11 

12 
0. Jbr. McClain, by vao. are you ~loyed? 

I 13 
A. Baaex COntractiag. 

0. And are you also-in what capac:lty are you 

I 
14 

15 
eraployed by -x Contracti119? 

I 16 
~ Vice-President. 

0. Air*, ¥0& also associated witll the Applicant, 

I 
17 

18 
Barculaneua sewer Company? 

I 19 
A. Yea, sir. 

0. And what posi tioa 4o you hold with the 

I 20 

21 

I 22 

Applicant? 

A I am President. 

~ President of Herculaneum Sewer Company? 

I 23 
A. Yes, sir. 

24 

I 25 

~ Are you authorized to appear here on behalf 

of the Applicant and testify? 

I 54 
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'" ,i0:';'>-:' 

,J'ii~t~;---~ ·!.· 4;a Mtt!~~~~~,;~, 
iDcC!..,_ a ~~~ fer a...-'-: to1~ 1..;2_.••1~t 

0. And I believe it is al.rea<ly in the record, 

btl~, if I could, turn your attentioa t.o -.~.,•• preyi.o.yl, 

been aarked for purpoaea of iclentificatioa u Applicaati!., 

Mhibi t 110. 6, would you 4escrU. for the record ~t ... t 

eld\ibit purports to show, pl-. 

1. Okay. This is tile loan acp:eaai!Rt !f1 th ~ 

Boataen' s Bad of Jeffersoa Coaaty, for a lama co f•a.at 

over a seven-year pat"iod, for $120,000, for the Jlerculaneum 

Sewer Company. 

0. And is that loan to be secured by a~:~ 

Deed of '!'rUSt on the aewer lines, with aasiC)DIIl8Dt of tip-on 

and user fees? 

A. Yes, sir. 

0. ADd in order 

70\1 also need t.o post the quaraatees of the individuals 

associated with tbe BerculaneUill Sewer Company? 

A. Yes, sir. 

0. At what--you may have testified to this, 

but would you restate, please, at what interest rate is 

the bank proposing to loan you money? 

55 



9 

10 

11 

12 

13 

14 
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17 

I. lilt. The ~trat year is J'Uat. ill~ • 
W the ~aatioa aDd inenat O'ft~ ~ a'~M· 

receivinq a~iaatiOD from this Coaaissica ~ opera~ 

sewer 11tility? 

A. Yes. 

And I note 

believe, ia June of 1978. Bas that CODID:i~t been 

or is it still availabl.e to you? 

A. Yes1 yes, the loan has been ..-. 

All. right. 

a. ENGLAHD: At this time, Your Honor, 

18 could I have permission to mark for purpoaea of identifica 

19 a one-paqe exhibit, which, I believe, will be Applicant' s 

20 Exhibit No. 10? 

21 EXAMINER PARKER: All ri<jht. 

22 MR. ENGLAND: We stopped with 9 at the other 

23 hearinq. 

24 EXAMINER PARKER: All right. 

25 MR. ENGLAND: I have a limited number of 
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Mlri. •• 

. (Nf' 'BB8 TDm APPLI~ ~llatiUT 110. 1.8 _., 

6 
BY IUl • ., 

·~ Mr. .McClain, could I turn your atumt.i.oa 

8 
to a one-page docuaent, which has heeD Jllarked for purpoaea 

9 
of identification as Applioant' s Bxbibit lfo. 10, and ~14 

10 
:rem a•acri:taa for the record what that exhibit is u4> 

11 
it ~rts to show. 

12 
I. Well, it is a balance saeet of Rerculaneua 

13 
Sewer Company. It shows what, basically, the assets and 

14 
liabilities of the corporation are. 

15 
g. And included in taese llabiliti-, have you 

16 
pro fontaed, if you will, the loaa whicll is the subject 

17 
of the . aaeact.a. application? 

18 
A. (No reaponse. ) 

19 t~ Let me turn your attention to Line 19. 

20 A. Okay. 'fhis indicates the $120,000 loan 

21 that we have secured from the Boatmen's Bank of Jefferson 

22 County. 

I 23 0. So, this balance sheet assuaes that the 

24 $120,000 is available to the Company for the purposes of 

I 25 constructing the system, is that correct? 
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9 

10 

oae ,. ... or: -· Let. •·• turn your atteatioa to ~· first 

lta. ..•. ~, $21,800, approximately, is t:Mt ..U.es tllat 
<' "~' ,, ' . " 

baYe b8ea spent· by the COIIpafty in tbe constructioa of the 

syatem? 

This is wiPlt is left, cash on bUM~, the 

11 $21,000. 

1.1 · ·0. I ... Let me turn YQUZ' attention, then, 

13 down to Line 8, LiM 8 and the liM before that, or the 

14 line after that, entitled •Other eurreat assets, Engineer 

15 $14, 248. • Are tlloM· aoaies spent by tbe COIIpafty for 

16 pp:po.- of engilleerin9 the sfat:- and ia preparinq for 

17 ~·case? 

11 

19 

Y•, sir. 

ADd work in prog-ress, the liM below that, 

20 is the sewer liMa., the $117 ,230.31., is tbllt the cost of 

21 syst- in service ()r at least in the ground as of tcday? 

22 

23 

24 

25 

Yes. 

or as of April 9, 1979. Mr., McClain" vas 

this exhibit prepared by you or under your direct supe:tvi 

A. Yes, sir. 
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6 
peraiaaion, I woal.d like to -•HllllfiiJ'atttll* el~Jllltl 
a one..,_ge dOcnlaent, as Applicant's ~~,,~ji;. 

7 
EXAJIIND MaDJt: All-~. 

8 
(H. .. TilE APPLXCAft UlnBXT 110. 11 WAS 

9 

a 10 
'-'"-'' 

BY MR. 
"> 

11 

• 12 : .. < 
now to what baa been •l'ked for purposes of identifi:O.tion 

I 13 
~;' ,. 

as Applicant's Sxhibit No. 11, ~ explain for the recJOrd 

I 
14 

15 

~ 
' 

16 
' 

i»~' 

~ 
17 

11 

- 19 
~· 

20 I < 21 

what that purpc;ats to sllow. 

A. '!'he iDcoae aad eapeaeea of Jlerc11laaea 

Sewer co.pany, projected for the ...t two years. 

0. I see. And was this p~ by you or 

under your direct supervision? 

A. Yes. 

0. Is it true and correct, to tbe best of your 

knowledge and belief? 

I 22 A. Yea, air. 

I 
23 

24 

0. Is this a similar breakdown or a similar 

approach, if you will, as that taken in your feasibility 

I 25 study or amended feasibility study, ~ich has previously 
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13 

14 
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17 
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20 
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22 

23 

24 

25 

latleD ~~&~:ked .. AppU.-.t I 8 ~QgU.M. 

f:Qa tlrat, to ... ,... ·-

-., it ia .. 

c~; is tdlat as a :e&lJlt Of JOur ~Uoas 1fitia tile 

MisSO\Wi Public serrioe Cc:lnt.-.GD hatr aa4 aeyai•*'oa ... 

of the Sewer Colap&Dy's opera~$.oas, at 1--- for t.a. fi.rat 

years of operatioD? 

A. Yes. 

0. DOea . ._ loaD aaorti.zatioll amount, the UOu.D 

~t"d by three· asterisks, inc1ucJe ,.,. 1.- ._t is tbe 
"'\~,,·· . ' 

subject of the ameaded applicatiollt 

I. 'l'hat' a oorzect. 

0. In ether words, a... it al.so i.acl.ude or: does 

it include, besi4es principal, illurea payments on ta.t. 

loan? 

1. Ret fw the first year. !'he first year is 

just in~st pa,.aats. 

0.. All rigbt. And, tlaen, the second year would 

!Delude interest plus principal? 

A. Yes. 

0. Okay. so, in this exhibit, you have 

into your income and expenditure statement the principal 

and interest payments on the loan for tbe fir~t two years, 

A. Tba t • s correct. 
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L 

capital expeDditmres only, .is that ~~ 

12 
A. we are on .-. final states of it t~gllt now, 

13 
just the p1111p station is ~;J.:J.y--

!:': 14 

I< 15 ,,,- .. ··-,, 

· ttltMa···.- .~:·tiara..--.-

Yu. 
1····.···· t~i~~ 16 --,Jij• :.Pt•.Ul be f111l.y coaatructed? 

,-;-,.::,·-c ·.-.. " ,-

"' 17 

- 18 ?; ~ 

I 19 

I. 
__ .,_-_ -:- --- - -

we have to wait OD;'ts ~ly the pe.er. 

0. I 8ee. ·Mil you have an eDibi t, for later 

I 20 

21 

on, do YG• aot, ~clown.· yo.ar. aobal coastruction 

coats to date? 

• 22 &. Yea. 

I 
23 

24 

0. All riqht. 

I 25 could I have peraission to mark a.s an .Uihi t, and I a. 
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12 

I 13 l 
14 

t' ~:: -~ 

15 

I 16 

l 
17 

18 

I 19 

I 
20 

21 

I 22 

I 
23 

24 

I 25 

I 

..... , ..... l All ft~1 tbat will be 

Appliean;t • • ~· 118. 12. 

(4!* 'fEB filii .UPUOAft Bllllarf ItO. 12 WAS 

MARKBD BY tJBB JlllltORftft I'OR '18. JIUatGSE OF IDEftiFICA'l'IOH.) 

BY Mit. BMGLAltJ): 

,· ·. "' > ,,' .·~· ·, 

attoa. . "*""l ·· ·~ ~~,:.:4;_ ;~a.fla·:.!•.t,,;,.. AW s of your •*Gil ..- -~,.~~' ..... · .. ··· ... , ~ . . purpose 

for the 

A. Okay. .. this is ~ ainutes of oae of our 
~ .... 

Board meetiaqs, whi~ allowed me to siqn for the loan at 

the Boaa.D's Beak a~ Pevely, fOr $120,008. 

Q. xn other WOZ'da, tile lO&D t:U.t is the subject 

of the &1181l4ed application has JJeea appE'O'Rld by the Boucl 

of Directore of the Applicant, is that correct? 

~ 'l'b&t's correct. 

Q. And that is what this exhibit shows? 

A. (Wi tRess McClain nodded heed. ) 

0. M.r. McClain, I aa going to shift gears on 

now, but I want to ask a line of questions or a line of 

questioning, rather, as a result of our iDformal meetings 
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9 

:tQ. 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

18HIIf ~~ -~- ba8 Dt:41t'¥tJIIMIII 

'•App!::tel.\'' BllbfiM~ 110. 3, ia ~.:.t 

Yes. 

the installation or ooaauectloa, • .._., 

and. ~ation of a lift statJ.oa, is tlat correct? 

Yes, dc1 it is. 

ad . ther'e waa concern .-. the, 

.•. .,.,. 1f0rd, 

lift :~Uoa, md. is it your undeh~iav tba.t ~.,, ... 

agr....-t witlt tile sewer district tllat ~Uy ~,, 

a•culaneam, the Hercu.lane18l-·I guess the City ·or Be:rolll.llilleUIII 

that .t:hat lift .station, they will proYicJe power to it, aa 

well as addit.icmal backup power, is tbat cormct, should 

t1aey are·. 

providing the backup power. 

I see. So, there 

Yes, sir. !bare is an aqre cent. 

And will this strengthen the adequAcy and the 

24 reliability of that lift station, in your opinion? 

25 Yes. 
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22 

23 

24 

25 

o. ADd is 1 t J'Otll." --u__, thK. a proposed 

cona.eotioa fee of $650 be a~iaecl for ..._ Berculaneua 

1. Yea. 
0. And **' ia a1ao addatsaed. ia this exhi;td.t* 

is that not cott-.. :t? 

A. Yes. 

0. NoW I believe, ia discuasioaa with the Staff, 

there was soae concern over whether the coaaection fees 

would cover tbe.'OOSt of construction, or exceed that cost 

of constrlletioa, and •• a result of that conve~tioa, has 

the Company aqreed to, in effe~t, escrow 2111110U1lts collected 

as connection fees from its customers? 

A. Yes • 

Q. And has the Company been willing or is the 

Company willill9, ratller, to place on that escrow amount 

certain restrictions for the use of that money? 

A. Yes. 

Q. And would those restrictions, one be to 



I 
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' 
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8 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

'*'ate.., •. tof;; .. 1--ri 
.iblt ito. It 

1o -.t' a correct. 

• 

,, ':: 

0. secondly, sll0ll1.' .. _... arise t.o ~ruct 
additiOR&l plant, that ... !'. JiR1~11 be _.,. for additional 

c:apital expendi~a? 

~·· . · .. ~:lwJ that's correct. 

repair or replac:e the existing systea, requiring capital 

expendi turea, would those BDnies, thoSe escrow .,nies be 

available for that? 

I. Yea. 

0. And, fiaally, when thOse three iteas that 

I have previously aentioned have been taJtea from tile escrow 

alllOunt, should any be left over, and capital expenditures 

no lonpr be required by the company, is it the aqreeaent 

of the company or the understanding of the eoapany that tha 

excess will be refunded to the customers? 

A. Yes. 

Or in the event the system is sold, if there 

was an excess, those monies may be used to Qffset tbe ul~~~~·~ 
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' ,- ,, 

~;.;' 1'-t;--~.t. .••. to uaka 

·~$~~ ... ~i~•·· n~ 

..... '~--~~,~· -- ..... t .. .-oj«<UOil, 
i ·~.· ................. t&ti8 - ·tile Company? 

, a 

•••• 
9 

tO 

ll 

1 

would you please identify thoae tor the Co t saioa and for 

an aaaual ba~a, is tat correct? 

Yea, sir. 

Q. Would you pleaae explain each oae of those, 

14 and tbe uaount -•ociated with it in the first ao years 

15 of operation? 

16 A. Well,. l'GU bave, of course, your electric, 

17 which is for the operauoa of your plant, and your maint.eaumte--;~"1 

18 do you we.nt ·the doll..ar a110unts? 

19 YesJ if you would, pleaae. 

20 A. Okay. i'his is the engineer's estiaate, that 

21 we are usi119 $840 a year for the first year on electric. 

22 Your a.a.intenance ·is $900 a year. '!'be operation of the 

23 plant is $1,200. Administrative costs are &bout $2,400 a 

24 year. 

25 I see. And the treatment costs, how much wi 



ll 

b 

13 

14 

u 
1:6 

17 

18 

19 

20 

21 

Q; And what Will they ~ to? 

A. $4,350. 

o. And is the rea..a --~ tli.W~~\it~ ···~ 

not because of the coat of dle ~-~~~~ ·b\}t. tile 

~,~ •• ~aot. 

You ba'ft a coatraet td.t.ll • ~•lu• 

at ·a cost of $5 per B>nth per 

Yes, sir. 

0. Finally, or not fiaally, but there is anot:.ne:rJ • 
item, iasuraace, which is $410 for the first two ~s of 

operation. Insurance OD what, if you kaow, a. aclaiaf 

A. 

Okay. And, finally, an i tea, it is not 

finally yet, an item known as miscellaneous, $800. Do you 

22 know what that aJROunt includes? 

23 

24 

Miscellaneous. 

Miscellaneous. In other words, all other 

25 expenses that you may incur but not particularly itemized 
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1!' 

13 

14. 

15 

16 

17 

18 

but, 

'tfl-~'0a .-r• s 011!-.atJL.M 

.. ftat'8'00&'·~-

Q. And, finfl.ly, we ... u. ... dae 1._ a~~~R't~lltiL.GD. 

as ~.~tiler i~·• it• X doD't _.. t. wtet,*tllllait. or 

o'Yftr-streaa it, IMtt the loan • ..., • ._~-. it is tile 

intention of the. CoJIIpany to pay til&~· ..t ot • aa-•tJ.p'. 

fees, is it aot? 

JL 

in Applicant's Exhibit No. 11, is it* '-•tef ~f .tile 

Colapal\y that a DlORthly serriee cAarge ..;.••.4IJICUS8- a second 

in the nei.CJ~lborlaoo4 o~ $10.50 ia approji-lat:e for the 

Coapany for the first .-.o years of operatioll? 

Yea, it ia. 

0. 

19 ~ith respect to the treatment cbarCJ8S ·c~Mlqed by the sewer 

20 district, is it your opinion, as an o~ficer of the Campaay 

21 and a aan who, I assuae, ne<JOtia ted the contract with the 

22 sewer district, that this aanaer of treatment, that is, 

23 throUCJh contract with the sewer district, as opposed to 

24 your own in-house treatment of the sewer systea, is acre 

25 beneficial not only from your standpoint bat the cuatomer's 

standpoint? 
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t ln other words.--

1. 

In other words, is 

it would be more expensive to a:..* 
than haYe the sewer clisttidt ---~:~t :--~- a ~lltil pet: 

I. YM, sir, it is. 

Are there 

enter into your decia.i.oa to enter in~>dd.i CGJtttact? 

A. Well, as to ooacerns.,--aft ycMI MYirl9 tbat--

X aa JtOt really quite sure I ~etaDd ·'tibet you are 

sayinCJ. 

g. Well, is it JIDre benefici&l fz:oa your poiat 

of view to have the Berculaneua aewer district, I suppoa, 

treat this waste rathar than have a .. 0084 treatment plant 

located within the certificated area of the company? 

A. Oh, yes, sir. The treatment require11118nts are 

more strinqent on us than what they would be for the 

U.rculaneum sewer district itself. 

~ ~nd is that because your treatment facility 
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I. Yes. 

I It ... been CODCUrred in bf tllea.. 

this propoaal aa4· the ~~t •. amt fiad. it.--

I. Well, they ~taao* ~- tile plan aad can go 

al0119 with it, tiM~· we . ._.. ,..,. ~ ...._. ·Mstrict 

t:reat i*-1 tile;~ it wall a ~feral'N.e pla11. 

All; ri~t. • 8. ••·····.'.·.k.I.·.~.,.J.a;~. . ~ ·,· ., 

~r wit-as, does it not, • -.11 ••~tr as to the ,--,' ·):_~' - ' '- ' -· ' - '-. , ' ·. \i:,:0oc-/.'>:.--·>:·Y , 

~1 ceaeiruction coats o·f the' •··· as it is ill place 

-..y? 

Yes, sir. 

ADd who will that td.tness be, sir? 

It will be Norville ~lata; ._ Prealdeta 

of Essex Contracting Corporation. 

the actual construction of the system, is that correct? 

Yes. 

And he would be in a better position to 

testify as to the costs charged to Herculaneua Sewer 

for the construction? 
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•• AP~tlioaat's BXbibits 10, 11 and 12 be admitted iat.o 

Abd if I have not .,_ so, raqu•at t.ll8t 

Applie&Dt's aoibita that preoacl8d it, 1 ~·10, 01: 1 

~ 9, ratller, also liJe iDol..._. I reaJJ.ae, ..a··.z·.··•• 
a li.dle bit lata ia realizia9 it, only u M<Wa .oft4119, 
tWo previously marked exhibits have aot !Mien sublaitted aA4 

were to be sublaitted on a late-filed baais, oae beiaCJ .... 

-~ iato between this compaay and the sewar district, 

both of those ealdbita will be forthcoad.DCJ witlliD. the 

nezt: few days. It was an oversi9bt on lfiY part, aad I 

apologize for aot havinq them here at this hearia<J today. 

But, nevertheless, I would like to--subject to cross-

exataiution, I would like to offer all of Applicant' s 

exhibits to date into the record. 

EXAMINER PARKER: All right. 

Any cross-examination, Mr. Duffy? 

MR. DUFFY: May we go off of the record for 

a minute? 
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JIDI!a1ltlll P&&Dat 

(D:t.,..R.oa off of ~ ~.) 

Ut, .-J..'t. taa -.t•t -.'.1~• 

Crt888-BXMDJAUOR BY MR. OOPPY: 

g. llr. McClain, does Bercul.aaeu &ewr COmpany 

have a construction penal t froa the Dep&rU.nt. of Natural 

Resources for constructing the sewers? 

A. Yea. 

B. DUFPY: That is all I haYe. 

BMJII8R PARKER: Is Wlere aaythi..nt f~r?. 

MR. BRGLARih Ho. As a matter of fact, tbat 

construction permit would have been supplied here tcxky but 

for ay ov~sight. We have it now, lfe didn't at the original 

hearinq, and I will submit that witld.n tile ·aext day or so, 

as aeon as I get my haada on it aad make sufficient copies. 

BXAMINER PARlCD: 'fbaDk you, Mr. McClain. 

You may step down. 

(1fi tneaa excused. ) 

EXAMINER PARKBR: Any objection to Applicant' 

Exhibit Nos. 10, 11 and 12? 

MR. DUFFY: Can we go off a second? 

EXAMINER PARKER: Let's go off. 

(Discussion off of the record.) 
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•. ---~ -·~~·*··· 
.t.he -l:jep-11: 

•• ~~ il.t1e\• were otf''o:l:. •col 

11r. Bxamaer, the tld'f'f po.inted oat tMt ~ ia a $20 

11, 

and rather than show bow it. aft~ MOll liRe down to the 

bottom line, I will juat cor-.ot, ~or purposes of the 

the Company will experieDCe,. iaattead of a $295 de!II'Qitt in 

would not be $8,290, but $8,270. 

BDMI!IER PARUR: All rigllt. Applicant's 

Bldaibits 10, 11 aad 12 are reoe.ived. AIJcGrdiD9 to the 

traaacript of the prior bearinq, tile Applicant's previous 

eJCbibits ha~ beeft received, except for tile late-filed ones. 

(A'r .. THIS TIME APPLI:C&Ift'S BDIIU~ ltOS. 10, 11 

AND 12 WBBE IUICBrnD IN EVII>EltCE AHD MADE A PAR!' OF THIS • ) 

&. ENGLAND: At this tiae, llr. Bxa•:i ner, 

could I call Mr. Norville McClain to the stand? 

BDMIIIBR PARI{BR: All riqht. 

Raise your riqht hand and be sworn, sir. 

(At this time Mr. Norville McClain was duly 

sworn.) 
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an ••t:&d t *"ed for purpoRS of ifeatifiettion as 

Applieant'a Bxhibit No. 13. 

BlWID8il PaalfiR• All ript. 

~Af' tJsl8 riJII ~·s EMIIIt' NO. 13 11M 

..... BY - DPOaBR ·pea·· DIE P .... ". ~~-+-·) :·,;, ' - ', <: "; ' "- '-\~- - - ' ' - - :,- - - -

your business address. 

A. Norville McClain, Box 113, Bip Riclqe, 

lk'. McClain, bp· 'tdaoiR are you elllployed and in 

what capacity? 

I aa Preaideat of E•seK Contracting, 

Mr. McClain, hu Baaex Contracting Company 

been retained by Berculanewa s-r Corporatioa to perform 

certain construction tasks related to the installation of 

sewer lines, lift stations, et cetera? 

A. Yes, it has. 

And in that reqard§' have you performed that 

construction and sent out at least a preliminary bill for 
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A. .... ----~ 
··~-.··!, ~~~'~ ~, .... - , •• ,t, 

t~efi~t-.-w -~ ~~~·ot·,..•••"cli•• 

that ... it~· to sbow. 

A. It 4880C'ibea the kealtdowa of tile prc..,~tll.GIIIIh:c 

of the work that wa 4one for the Berculaaeua 8ewar Collpafty. 

And it also staas the ldllOWlts tbat waa paid by llerculaaeua 

And it ~Jlt• sta* the ldiQWlt ~t ••~-tMWI by Beroulaaeua 

Properties that was actually part of tbe trait liae prior 

to J&Aury 1, 1979. And it alao states._. eada&• of 

what the balaDCf! is left to complete the sever pcoject in 

its entirety. 

0. Row, Mr. McClain, is it my Wlderstanding--fi 

of all, was this exhibit prepared by you or under your 

direct supervision? 

A. Yea, it was. 

0. Aa4 are tlao• fiCJUres true aDCl correct, 
. 

to the best of your knowledqe and belief? 

A. Yes, they are. 

0. In fact, is it true, isn't it true, rather, 

that you have supporting data and underlying bills that will 

support these cost breakdowns here in the bearing roam? 
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o. _. .. ...., an •'Wil,.,._ ·• lt,t••• 1lllo ~ 

to locJir -~ ,,, •• 111"--~ lllllfJ!Jt~l.· 
<',>'d""''' ,• ,,• ', 

BXbibi t Ro. 3, vbich is tbe amended feaaibi1iqr repor$ la 

tW.a caaa, Mr. MCCJ.ain, aad oa PafJ& PC-M-1. tba appt .. ..,l.n'llii<'ll 

bas made a breakdown of the ooa~t.ioa expeaditures 

ca.·... look at ··.aome of tbetae expeacJitures aad see bow t.lleF 

_.. nnni-.. · I noticed tbe ~in' Oil,.,. ezldWt is 

"River crosaing, II that W88 .. ,...'-l,~~·:,,30,000, JMit 

apparently it has ta1tea lea•"•""y to aake that, is that 

correct? 

1. Yes, sir. We ll1llcl8 that ri'¥81" crossing 

during 

JanU&ry, and we had exceptl~l¥< good luck, the river 

crossing was low, and it diela't take us lODfJ to get ac~s 

as what we bad assumed it would under our original estimate. 

0. And let me ask yov. witll respect to the 

force main, you have actually billed $11,480.70; the proj 

per the feasibiticy study, if I am correct, was $17,600, is 

that correct? 

Yes, sir. That reflected aome increase that 

we had in the cost of PVC pipe. 
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.. ., 
exbibit., of $22,t46.83, is that rdlee~ en Page PC-AD-lt 

& Yes, it is. 

~ on Applicant's ~elbility study? 

A Yea, air, it is. 

Yea. Well, there is several crossinqs. 

There was another croaaill9 we hacl ma4e aa4 they are all 

lumped into one--

Well, let - ask--

A --iat.o oae lUIIP price. 

Let - ask, the lli9hway borin9 that you allow 

OA year exhibit, t.bat iDcluclea t;be coat of boring Highway 

61 and 67, is t.bat correct? 

A Yea, air. 

t. ~ it also inclucle tile boriaq of Highway--

or a street kDOWII as Joachim. Street? 

A Yea, it does. 

0. And that was not-the coat of boring Joachim 

Street was not included in the Company's feasibility study, 

was it, if you know? 
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1. Wo, *• it •• aot. 

• Gkay. - tJ8t -· .j ... Ml·J~t •. :.-

-•t.. 1D -·1- tile. ~11..., __ ·· ...... -~ .. · .. ·.· ................. ·· ..•..•.....•• ~~.-.·.~.·.·.··.·.·•:_·..., ....... l 
r- P•-r-- -7 ... · .•. · . . ~• ._..,~r• ~ aa.. ·~ 

a.· Yes, 8-k., it was. 

0. The IU.gbway I-55 ri9bt of GPSaiA9 is 

estillilt:e4 at $44,800 in the coapany's feae!Wlity repe.rt, 

that as of today has not beeR _.., is ttaat J1Y uallelrs1~tld:i.nc; 

I. '!hat baa not ~ .... ao, sir. 

your bill or l•tter, that. tha't rema.i.na to be _.., and ~ 

have eatilaated the coat at approxiJMtely $45, 000? 

1. Yes, air. 

0. 1loW based on ~ur experJ.ace vi th croaaiag 

Highway 61 and 67, and crosaia9 ~- Street, do you 

estimate tlaat this ~inCJ will be ...-e eX{ t1 ·tva ·tlaan the 

$45, 000 projected by you in your ezl'dlli'? 

1. No, sir. I feel tlult we will l»e ld.thln the 

cost of the projection, $45,000. 

0. Let me take your attention back to the 1...-.-JLIIC, .. 

trunk line, installed at a cost of $16,318.12, does that or 

is that 12-inch trunk line the same that is reflected in 

Applicant's Exhibit No. 3? 

Yes, sir. 

And I believe the estimated cost was $17,800, 
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Yd········ ' .... ~ . . .. •c # ~· .. ~~·· 

coated. at $17,39 •• .1.5, aDd it ia -u.aad at $M,IOO ill 

tile t.aaibility atad}". Ia tile lift ata~ea, as Milt v 
you, ooaplete? 

half of tbat letter, ,.Our Bddbit Ho. 1» 

A. Yea, air. 

If .I .. not~if 1J1P additioa ia not 1fE'OilC), 

it appean tlllat tile lift station will llltt.atel.y ~· 

approximatelJ $3, tOO, qi Ye or take a few doll.ara, ..-e thaD 

ia pt'ojectlacl, ia that .correct? 

tight. This ~ additiOIIIU electric 

work, that tbe ~ ataadby .,._nti.Dq systea at 

HerculaneUJR Sewer Company--or tile BerculaDeUJR Sewer Dis 

baa, that could be adapted to our plant, and this di J:el~entee~ 

amounted to a~ximately $3,000 ir.. aaki119 the cbanqeover 

in electricity. 

~is changeover will benefit or at least 

2.5 ensure that the lift station will operate in a more rel ........... ,._ 
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I. Y•, ak. 

of 

I. To .daa, Baaex CoatractiD9,.. .-J.ved fJ:Oa 

Bercul ... 'UDl .~ COIII*DY a total of $1.17, 238.31 for &o'blal 

to expend in the future to COfiPlebt tml .,., IW? 

$176,330.31. 

Yea, I am. 

0. In what capacity, air? 

I aa one of the partners or oae of the 

0. Do you hold any official po~~i tion? 

A. No, sir. 

JUst a stockholder with tbe Company? 

Yes, sir .. 
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-·~EXAIIDA'l't*··ft Ia. DUPPY: 

of the 

i:. a., atr. 

0. W you are a~ao Preeideat o~ .._ ._.._._. 

A. Yes. 

0. Is Baeex Contracting- tile only coatraotor 

that has been used by tbe Berculane-. Sewer .Collpaay in 

constr\lctift9 the sewer systea? 

'!'he cmly general contrac~. 'l'bere will be a 

subaoatr:actor, tlaere is subcontractoa, ~course. 

ftece .. was a subcontractor .. for boE'inq, wasn't 

there? 

There is a subcontractor for partial boring-, 

and subcontracted the electrical contractor. And, then, 

of course, mat:erials and supplies. 

The major role of Essex Contracting, then, 

24 would have been laying the actual sewer pipe, the sewer pipe 
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te 

hJ~iRM• the equipmeat Qd· dv.9 the pita 

ana actrdll.ly struli9 ~tie pipe after tile bo&.q was _... 

The borirag CODtract in itself was ll8t ia ita eatirety. 

Essex ceatractin9 had sGtfl · ,~a.ea in tile boting 1 t.aelf 
c;~\";~ 

too. 

between 

break on pri.cea? 

We actually done everytJa:i.DcJ em a cost 1 

ee.l.4 l':O'l cezplain that. a little IIOre I siace I 

am not faailiar w*tll it? 

All riqbt. The actual costs reflected here 

are the actlJtll ~itures that Essex Contracting had, 

with the exception of ten percent was added for overheads, 

which would include office and trucks and eqllipment 1 

secretarial help and this type of thinq. 

Well, what would be the main coDtpOnent of the 

actual expense that you are talking about; is that labor? 
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f. A11 rl~-

MMIII, W!oc rata,i\:JttJ thea •P taa:.J::- ~;,;:> 

& We . ....a ten per~.OR to our total bU.lilVJ, 

wbet_, it be labor and -.terials. Of course, we 

we --- :t.._,anoe, and it is actually ~t a brlaaJt-.N!IIi!A ' ~, ~ -, ' ---' - ,_ > 

with tell percent over actual cost. 

9 Okay. 

10 

11 

12 A. No, sir. 

13 Q. What would that have laeell, then? 

14 A. In our BatiJM.tinq ~t, we actually 

15 use actual costs plus 33 percent, in order to sustain a 

16 proftt: and overheads. 

17 0. So, my oriqinal question is, you pwt a · 

11 break to the Berculaaeua Sewer Collpa.ny, your -...r is •y··· 
19 isn't it? 

20 A. Yes, sir .. 

21 Q. '!'be difference between ten percent overheads 

22 and 33 percent overheads? 

I 23 A. Yes, sir. 

24 Q. And you are estimating ar~ther $57,000 in 

I 25 construction costs before the system will be complete, is 

I that correct.? 
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0. Cea1d yeo briefly f.Mit;lJ.ae ._ tat 

,;~···to~•· tao' ... ,.? 

st*UCm itself. So, we b&va the wet well ,-t. to iMtall, 

aacl we llava the electrioitr to iHtall to the lift station 

,..._.. '!'be I ""''S borin9 ·bas not bean started at tidfl tiBia. 

a4, if aw ..-cry is aorract, we ~va approxiaa.ly .. tocf ... t 
to :tWOas on state property, at the Berculana• Spur and . 

I-55, which part of it is boring and part of it is open 

cut, and wa have approximately 900 feet of duc:tile iron 

pipe to put in that boring yet. And I think J: have qot 

down her• at the bottoa, I t.ave $2,100 for three more 

aanboles yet to be iutalled. 

MR. DUFFY: '!'bat is all I have. 

EXAMINER PAIUCER: 'rhank yoa. You li&Y step 

down. 

(Witness excused.) 

BXAMINER PAIUCER: Any objection to Applicant • 

Exhibit No. 13? 

MR. DUFFY: None. 
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fiaally, 11r. 

(At this time Mr. Jeremiah lti.xoa wae d'llY 

sworn.)· 

FQIIIB4DtUC'J.' .... lfl:OB R -~ .&lklll> 
11 

I Would ,.Ou state ~· :aaae and address 
12 

record, please. 
13 

,~~-i:t- c A. U'eremiab Nixon, 55~ Viata Creak, in St. Loui 

- 14 
~ 
~- 15 :]!;:~:~ 

County. I just moved t~, that is tbe reaaoa I bad to 

• 16 ~~ . ~0,;. 

think a minute • 

0. Mr. Hixon 1 by whom are you .e~~ployecl and in 

•• 17 
~c 18 

what. capacity? 

,,~ "-'\ 

;j~ 19 
;--, 

A. I have several emplo:r-ata. I am a pa~ 

in the law firm of Thurman 1 Nixon, Sad. th, Bowald, Weber and 

I 20 

21 

I ~~ 22 ")' 
/-, 

Bowles. I am also an employee of Klondike; Incorporated. 

~ ~~ are you at all employed or have any 

business arranCJ81MUltS with the Applicant, the Herculaneum 

I 23 
Sewer Co~~p&ny? 

24 

I 25 
A I am a stockholder, and I am Secretary of the 

corporation. 
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A. ... 

OD behalf of the co.pany today as we~l, is tbat correct? 

A. Yes. 

0. Mr. Hixon, just by way of baokgrovaC" do you 

have aay other familiarity or expea-1.-... with the regulated 

sewer industry? 

A. I was an owaer of ~~ Sewer Colqpany, or 

a co-owner, d. largest private sever OQIIIp&DY at that time 

in Jeffer8QI1 Co~tY. I am oae of the owaers of South 

Jefferson Coufti:F qtili ties. I have, in tJae last 20 years 

or 25 years, ~ented, perhaps, ten CK 15 private sewer 

cOIIIp&nies and weter utilities. I have represented ten 

weter districts, four public sewer distr~, six, silt or 

seven cities, involved iD water and sever coaatructJ.oa and 

operation. 

0. Mr. Hixon, there was some testimony earlier 

this morning reqardinq the loan commitment that the Company 

has from - I can't recall the bank right now - is it 

Boatmen's Bank of Jefferson County? With reference to that 

loan commitment, what is the status of that loan, if you wi 

for the record,please? 
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, .. .§· the Presi4eat o£ J 

there ..... 

· stocJt)aolders in the . ..-.r ~. 
in whic!l it is 1'8..-.ble, it is interest oal.y, atMI then 

the entire aa>unt is due at the ead of tM year. 1a w~U4ti' 

a further--in the agraamant of the loan, they further 

agreed to 90· into the adtitional six years on the p~ai)ed 

priACipal p&YJ18nt, in the .... -. ........ it a aU ~ove4. 

So that is the status. 'flle·llllG•Q' .llli~:.JIIt~.tJJia ..,., 1t 

has been deposited in the Hercul..._ Sewer COIIP&JlY ..a· has 

been substantially disbursed. 

0. Is the ca.d.tlasnt contimjellt upon the 

Herculaneum Sewer Company receivinq a~ization from this 

Ca•dssion to engaCJ8 in the business of a r84JUlated sewer 

COIIIp&ny? 

I. Yes. 

0. And, as you have said, tbe B~Dney has been 

advanced for purposes, I uaderstand, of aakinq tbe necessary 

construction payments and completing the system, is that 

correct? 

A That's correct. 

And at the time or at the time that this loan 

is approved, one, by the Comm.i..ssion, and, two, the Company i 
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JJwa:UI.- of • ....... ••~:., 
u~l.-:ty i•> ~~-/ Sbte a£ lllaaouri, wil.l dat. lou diM 

_,',,',, .. •. 
Q. Aad--

A. W it will be re-executed uader ~ teras 

as approved by tbe Colaissi.on. 

o. At that ti .. , will tbe loan fora, or at 

least a surety, security, ratbar, for ~· loan will be 

included, ill ·--~ tJl8 lien on the ......- properties of the 

~~ •• well as the lien, as I understand it, on tile 

I. That's correct. And tbe escrow fliRd o.f aJ.l 

of the connection fees, or the user fees, the tap-em fees, 

or however you refer to thea, that escrow fund will be 

kept in the lloatJaen' s 8allk, so that it will be there just 

to be disbar8ed Oil t:tie payaant of the loan or for capital 

contributions. capital construction • 

0. Bas the bank been made aware of tile esctO'Ir 

aqre.-nt ~~~ade between the Staff and tile Company? 

I. Ho. The bank, I a-. sure, will be very 

pleased to see it l".andled that way. 'fhey h&Yen't been 

brought up to date on the discussion with the Staff because 

that, of course, is preliminary. 

0. But you don't see any problea the bank would 
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MtCi.a~it,._._.. 

but lOok!'* 1tt tbe total aonatructioa coats aa pi:OJ~ted 

by Mr. Mce1ain, and I beli..,.. taat is $17,,eto. and t!len 

the tap-oa fees. of approxi·lf~,~'IO, my fkst quea;~cm 

Are tboee ~.·~·l cona~,~tiJ, to your·.-.. •• J.eactiOilA 

or do ~·Jsllel\lde other ~a.ctioa ooats that all be 

required to be pe1cl for by the Colapany? 

A. Ito. What they have alreacty been paid is 

fer the c~t.ion costs up to date. 'llaey have IIOMl ~· 

work to do. 1J.id.s, of course, doesn't illclude engiaeeri.ag 

Q4· lepl. ~ llaa .been paiclto lfatropolitan bg'ineerill9 

over $14,000 for engineer.tav to date, and there is anot.~ar­

they estimate aa additional $4,090, or 80118 such fi.-., of 

additional engilleerinq. Alld this figure of Essex does not 

inclucle legal. It does not include the acquisition of so• 

easements. We had to pay $500 for an eas-ant, and we bad 

to pay a connect.ioa fee of $'50. All of these are reflected 

in the balance sheet filed today, the expenditures. 

~ Applicant's Exhibit No. 10? 

A. Right. 
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7 ',:Ui8,,''fiM, 1eaa --,1~~--J!·· 
... ~~inqdli' .... 
s....ivuie"' is t:bat correct! 

' ' ' -'!, 

0. I am havinq a ~-~·f a probl-, but I 

.always do when I get near a c6liQlator. 

on for a second, p&Waae. Woul~·.:\W·.5¥aace to be cou••·1t:etl~~j!:~ 

by ~- Collpany be approxiJMtelo;r tlet·,••• per your 

No. 3? 

It would be very auch ill tJllt;t _.,..~ 

0. aaa.d on Mr. McClain • s teatt-.y alld• .... 

exhibit that he btla presented here today, and tlle .cldi~_-,LU~EUIL-~~• 

teatiaony reqardincJ enqineerinCJ, leqal, and other ~--llalrteJ_. 

coats, do you expect, then, the addi tidltal: CORstructiOD 

costs of the sewer systea to be borne by tile CollpaDy to 

exceed that $181,000 figure? 

It will be a little bit above it, beca\lSe of 

the engineerinq and the leqal and these other items I 

described. 

It will not be siqnificantly above it,--

No. 

--will it, Mr. Nixon? 
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L y... ~ ie a -··1 area. 
beat, you could oaly aw 350-325 peaaiW.e coaaectioaa. 

Then, we oalcula..a .._ .... imatfMI ·caet of CGilSU~, 
'.,-,. _:: 

the financia9 ....... i _, co,... it. oa tbe l:NtaJt loan, u4 

~ wllat t:la aJaOWtta ._t we were puttiD9 ia, is tile 

$3G,MO, .._ u.. •*·rbtnrn;t, plu a aec:oa4 DOte or lien tllat 

we *"ll4 recei.•. for tile ekeess above the loan and the 

30,000, when p:N divide that in, plus ·the oar~ cbaz.te.,, 

you co.e out widt that beinq a p~:etty accan.te f19Ql:e. 

0. Ia the first five years of operation, 

Mr. Nixon, you have pro~ectea cut~e iD. .tile a.ount of 

approximately 265. bt> )'011 have any reaaoa to believe that 

that number is high, low or on the anaey, as far .. today 

is concerned? 

A. I think it is pretty aocarate. I think it 

is pretty accurate. 

Q. So, in the first five years of operation, 

you will have 265, approximately, tap-on fees to contribute 

towards the construction costs, which are qoinq to exceed 

$180,000 before the end of this year,--

A. Riqht. 
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~~'~', .. ~ ....... ---\ •.. , -···· 
-·- .......... tile fi.Da ._. _.,, 

i. l~:~alae vue ~t. t'.bo• ~loa ...-. 

tile laat. ,._. bu woae ap bfO peccent. 

0 ADd oae other tb1n9 wi t.b regard to tlltl 

fiaaaoin9. You baft beard tile testilloay of Mr. Kenaeth 

McClain reprdinCJ tile escrow agreeaentr your unclerataDdinCJ 

of that ag~•••eat ia aimilar and you bave no objections to 

tbat et~Crow a~t as testified to by hia, do you? 

1. llo objections wbataoewr. I t:IU.Dk it is a 

.,.~ flOOd wa7 • buldle it. 

0 In your honest opinion, Mr. Bizon, clo you 

think that that escrow amount will ever outstrip the 

conat.ructioll coats of this system, plus the carryiACJ cbarpa 

plus any repair and replacement costs that aay be incurred 

in tba years of operation? 

I. I c!on't think it will, unless something 

totally unexpected occurs. 

And if something totally unexpected occurs, 
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tJae 1 wtaen you go out of buaiaeaat 

I t~~: . 

8 1: 9 :§;g: ~' 

t:: ,, 10 
~3 ' 

A ~t's right. 

tl Mr. Rorville llcClain teeUfied • tbe ..__. 

in which he ~)"s your C081p&Jly for coaau.ctioa coats 

relatiN' to ~f ~trtlction of tllia a.-r eye-.. 

i 11 

12 4);-_-§\"~ 

I 13 
:>~~? 

A. Yes. 
"{1'> 

14 -%_, 

I 15 

I 16 

0. W tjhlld that be with your 8o1atb Jefferson 

County cu.paap, in particlJ].ar? 

A. Yea. Ancl they 1 with other work aA4 other 

I 
17 

18 

I 19 

thift9s I ha._. been connected with owr tile last 20 years. 

0. Have you also had an occaaioa to experieaoe 

construction work of other contractinq c:e:awpaniea aad pay 

I 
20 

21 

those bills? 

A. Yes. 

I 22 0. And how do you find the rates or the cons .. -•...._ 

I 23 

24 

I 25 

tion costs charged by Mr. McClain versus ti"__..D&e of other 

construction people in the area that you have had dealin9s 

with? 
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or Woz'~' a Collp iAauranoa aDd. ~- ·it.eaa. So 1 it ·•18 

actuall~ at a -.ak-ven figaa'e. tor Bsaex. 

YM. I woal4 aay that I wall Calculad.aq •t!Ht•.··· 

work tbllt they 4id in South Jefferson COUilty utUity, in 

wllich there waa a couple of hualred tho...ad feet of pipe 

iaatalle4, aa4 I was calculatiaq these figar98 in the laat 
I . 

few tkya, and the~ tid it, it ia BJ)out oae1alf of *-t it 
would coat if it ba4 gcme out Oil a bid. 

D. BNGLA1ID: I have no other q\18St:if4'la of 

Mr. Hixon, aRC! I tender him for crosa-e.-iaaticm ~t thia 

u.e . 

EXAJ'..IHBR PAUD; Mr. Duffy? 

CROSS-BDMIHA'l'IOII BY D. DUFFY: 

0. Mr • Nixon, concerning the loan aqreeaent, 

it sounds like wbat you have done is enter into a short-term 

loan, that is, by ita te:rm5 of not cominq due vi thin--or not 
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c~ssioa? 

~ Tbat is exactly it. 

0. With re9ard to tlle escruw •9E•••••• what 

do you contemplate to be tbe terms of the agrea.aat. 

specifically aa to wllo tbe bulk is auppoaed to rel- tbe 

funds to, Qcl • .. 'to ~Uona 1d.ll they 4o t:Mtt 

~ I think that the escrow avz•••••• a~D~J.d '­
with the bank, in which we ll~ tllat all feea received 

for connecting onto .t.Jae ayate~a go iato tbe beAk, into this 

fund, and that this fund be held to aake i.ateZ"eat aad 

principal payD8ftta on the obliption a» t:lle baDk, Urn.; 

aecoD.Cl, for any capital illprovrraats that Eight be ..,..._,. 

And, third, for aay a6Utional financin9 tllat woald be 

approved in the future. 

Would you be willing to draft sa.. tenas of 

that agraeaent and supply it to tbe co-ission, for the 

approval of the 

entered into? 

Yea. I would do that, and I would also 

subai t it to the bank and see if it is satisfactory to them. 

MR. DUFFY: Tha·t is all I have. 
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Yea, sir. 

Hixon, there baa been a reviMC• te _.. ..... ting expanses 

,of .tile ·Ceilpalll' ia, .,,·~,~ years of ..-.u.a. aacl 
' ' ' ' ,,'~"'\- ., ' 

nec:ettaHily • ~ta·a~l2;~ ~ ........ of .,.tilly bil~9 
to be .acle c propoeecl· te • ,,... to ·tta outa.an. I 

believe the propoal has goae now from $9, wla1cll it was ia 

August of 1978, ill our first .-ring, aDd aow it is $10.50 J 

can you explain for the ~··· tdlia chaage? 

Siac:e last Au~, the coat of aoaey baa fGile 

up to us two par~t. fte coat of elactricd.ty aD4 the 

coat of operations bava al.ao goae up .are d.Mm tbat. Of 

all of those figures, the only fiCJUI:e that Ma stayed 

consistent is the $5 a mnth to be paid to tile aa11ar diatri 

for the treatmeat. 

As a matter of fact, these coats have been 

23 discussed vi th the Staff prior to this hearing, have they 

24 not-? 

25 "!'hey have. And these costs do not indicate 

'' ------------........1 
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.·"· iea _.t tlaat coznct? 

a. <Bat's .eorreet. 

0. ADd ba• you al8o J*'OPO••• - -- a .-co• 
lien oa .• lle -.:ft~ ~··Gil Ill.•~· f• ~ ef loaaiav 

··,::-'::;'- ,'"'~_'::' ''' .'. . ;~--t:.. '!he iait.J.al. OOJlB~Oil c:oata, U4 

tlleU u-.t be Deed ~or oper•tia9 costa fW tW'~ka~ atx 

IIOilths to. a year. 

0. .W you an4 the other stook•lder• of tM' 

Coapaay ataatcl reacly, willin9 and able, 4o 7ft not, ~ pllt 

tbat ··-y up? 

A. Yea, air. 

0. Ia order to aake tiU.s a Yidle operatiOD? 

A. That's riCJht. In tact, the $38,000 baa 

already CJODe in. 

MR. BlfGLAJm: No other q-.tiODS. 

EXAMDIBR PARDlh Anything further of Mr. 

Nixon? 

RECROSS-EXAIIIDTION BY MR. DUFFY: 
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.:co ,._..tea G1la•••a 

in- #J.rst: -'f:rean of.~.· a , .. , •. · 

-·~ ......... ~l:·" 
chance of AaJ' .... _ ... ,_ .. , bat Cbat tbat be j~ ..,._.. .. L •.. 

loan. 

.on· tbe :record. 

a. &eiF!t can we CJO off of* n11oW8:. 

BDMitai$'~PA-: Let' a 90 off. 

(DieGU*8£..a off Of tile rec»rcl.) 

BDIIDb PA ... i All ri.pt. ~·· 90 bick 

MR. DUI'PI': All rivht. I cJoa • t bave any 

o--r ..-•tiona. 

BDIGUll PABDR: ~you, *· llixon. 

BIMalfD PABBR: Is that it on bebalf of 

Applicant? 

case on this , Your IIOaOZ'. 

EXAMINER PAR!tBR: All right. 

Mr.. Duffy,. any Staff presentation? 

MR. DUTFY; Yes. 

we call ~~ke Logston. 

sworn.) 
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0. 

I. My - ia JllebMl I!IDI8~. 

0. Wbat is your oocnapaueat 

& I aa an RnCJiaees: for dae Sttlff o,f tile BlltMNI~ 

Public Service eo .. isaion. 

0 I belieYe you previ~ •• teatified 

brief}y in this case, t• that 

I. Yea, I have. 

12 0. Rave you pard-l'ta'-• a the ctiaeuaaiou 

1\1 with tlae Collpany siace the last "*-inCJ ia this cue? 

14 Yes, I u.-.. 
Q. Have you ll&de yoU..lf fully -re of 

thei.r proposals ellboclie4 in their applloatioa aR4 .. dea 

17 application? 

11 a. Yea. 

19 0. Do you llave a recc-a.,.tioa to the C'OI•Lat&Gtll 

20 as to whether this C081p4lny sboald be graated a certificate 

21 of convenience and neceaaity? 

22 A. Yes. It would be Staff's reo: endation tha 

2-3 they be issued a certificate; Jaowever, we would ask that 

24 ba•ed upon the testimony of Kenneth MCClain, pertaining eo 

25 the escrow account. of the contributioa.a i.a aid of """""''""•~i'--·• .... +· 
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• 
I. .. ·WOtlD ad. ~~~ 

Suff wl th the loceti.oa of tile dlllt•' a off~. and til*. 

reached in caae of an ~. 

.Uaoi tllat the ~:k':,.iild ...-.uiah and 

~ia . ..ait•••• P~7 reoolll·~t tllair .... laaea, 

eplltitlltea of ... COIIIfaat. 
0. Rave you M4 a chaaee 

of ~ Company with regards to rates aatl caaaection feea? 

A. Yea. 

0. Wbat weze the results of your ezaeiaatioa? 

rate, baaed oa the expeaaea that baa -.. preaeated in t.bta 

case. 

0. What are those rates? 

A. There would be a monthly rate of $10. 50 per 

month par cuatollar, based on a sinqle fam.ily res.ident!al 

flow, and aewage discharge, plus a contribution in aid of 

conatruction of $650 per re•ident.i~.l equivalent~ 

------------------.;..._....~--------
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Wt •. ~·1•••w•1 -.. .. 

J. Yes, I have. 

L The costs appear to be reaaoaahle., llaaecl. oa 

to the Coapany nlai ttiaq for Staff appzoval. the tel'llll o£ 

tbe eacrow avree-nt with- the Jeffersoa CoUDty--or with tlae. 

Boataen' s BaRk of Jefferson CoUDty? 

A Yes. I would ask that they would be 

aubalitted to the Staff for our review aDd approYal. I 

would also ~ that the proposed .,nthly rate, as 

stated earlier, would be set for an interi!a of 18 months 

and then would be subject to review by the Oovission's 

auditing Staff, for purposes of establishing a pe~~nt 

rate at that ti.e. 
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a11, that wou111 ••·•:•.·•"~"•• 
Report aad Order? 

&. Yes. '!be Report aad Order. I - •nY. 
a. DUITY: 

......... f .. ·~~-:88. 

*· Loqston, wi.th respect to ··t~~a. ~·~ 

tbere any way I could Cjet _.... tp llaJte 

t:Mt ~ti.oa 24 months? 

.L I thiDk .- could arrange that to be .a4er 

yea. 

0. W.ll, I was just goiag to ay, tllat I JaaGw 

that 11 months is oaly a year and a half, aa4 I tllo\l9ht 

:maybe two operatia9 perio4s, two &DDual perio4a, two 

yearly perio4s aipt be a better b&s:is f~ examhaiq the 

expenses and the costs, or whatever, and the inca•• of this 

company, as opposed to 18 months, the other a.lternative4' I 

..an the other reason for it, that the 18 BDnthe ..... to 
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Wel.l., l t;-t.-J# • 11'1 .JPI .. U'f*;·--.:; .. '.~·'··· 
" ••',•' v':_ ' - '• 

cii.tt ,~-~ .. 8qf1W111l·~··· 
• Tb.e 21·....,· 

• Okay • 

MR. J11GLA11D I lfo o4:her qaaetiou, llr. .. ..... 
RBDIBBC!' ~TIOII BY D. DUPftc 

0. llr. Jio9ston, do roa uw a ~••••••*'-

*"· ,._, wlletlll• these inter !a raa." be tlley for 18 ozo 24 •lllllll, 

shoul.d they be ..Uject to re6met. shoalcl tile Sta~r a.tit 

actual oper&till9 experience? 

~ Yes; if that is wbat is deteDiinecl by Ute 

Staft audit. 

0. 

~ Yea. 

0. --put in subject to refuad? 

~ Yea, I weul.d recowead tbat .. 

0. Okay. 

MR. DUPPY: That is all I bave. 

EDIIDIBR PARKER: Let's go off of the record 

(Discussion off of the record.) 

EXAMINER PARKER: The be&rinq will co. to 

order. 
103 ----~------------------~ 
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~•IIMDWMPABD~t: 
"";1'-' 

or. _.11i~IIM dd• atter? 

*• ._.n: Bot •"~$e pan o~ the sur~. 

J •• ~D: Bot-~,~ ... o:l .... ¥1~l,..a,_ 
· ....... PAltllBit: 

reactt•v o~ tile traaa<:l"~? 

•• BRC~l:.Alm: 

alre&cly baa waiftd dlt rttq\li~Dt o~ nllllla9 G£ tbe 

D. DUFFY: So laa8 ·tile Staff. 

EDIIItmll PAUBR: All ript. 

we vJ.ll re...- applJ.c:aat'a Jlldtriblt 14, to 

be a ~t.e-filH exhibit, aettill9 fortll tile ~ o~ tile 

escrow ag-reeaent. 

Alld, jWit as Counsel bas aoted, late-filed 

Exhibits 5 and 8 still have not been sut:.itted. 

I abould also note that this matter, for the 

record, was aet for hearing for the 24th of llay, 1979, 

and it baa been heard today1 no notice of hea.rinq or change 

of hearin9 was sent out, just throuqh a.gzeeaant of the 
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'~'lxhllJi t: ao. 11 
'!We-Year Pn:teouoa Iacome • ........ 

Bxhibit ,.. 1a 
Minut:fMl of dla Board of Diraeton~ 
Maetia9 of lltlrculaaeua Sewer Collpaay 

UbiW. t !fo. 13 
~ of ttock _.. for ...... ~_.,, 

BXbibit Bo. 14 Ita_.. Filed 

*Late-Filed 
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