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City, Missouri, on the 10th day of

April, . . +1979.

In the matter of the application of
HERCULANEUM SEWER COMPANY for permission,
approval, and a certificate of convenience
and necessity authorizing it to construct,
install, own, operate, control, manage and
maintain a sewer system for the public
located in am incorporated portion of the
community of Berculaneum, Missouri.

*

BEFORE:

THOMAS R. PARKER, Presiding,

HEARING EXAMINER.

REPORTED BY:

ROBERT L. STRATMAN
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sewer cb&phny. Initial haariﬁk

‘Commission Case uo_ RC-78-86. That complaint case has been

ihnld on this a“

cation on August 18, 1978, and additional heatiags

scheduled for May 24, 1979.

~ "The purpoée of

Power cOmpany complaint case agalnst Burlington ﬁorthern,

dismissed, which would make avai. able one of the Couais:ien

hearing rooms for April 10. I have checksd‘with'ths

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

the Staff personnel involved in this matter, and they are

agreeable to an April 10 setting.”; and thereafter on the

10th day of April, 1979, at the time, date and place indicated

in said letter the following proceedings were had at approxi-

mately 10:30 a.m., Tuesday, April 10, 13973:

(Written Entries of Appearance filed.)
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ﬁ;publiﬁ aﬁ@v&hidace and necessity.

“proceia today?

v

The case was partially heard previously,

~ on August 18, 1978. At that time, I believe Applicant put

on its case, and the Staff's uaggl reserved their right ‘

Well, make your oral entries of appearance,

Please. ’ : ;

MR. ENGLAND: Letthe record r:eflecti the
appearance of W. R. England; maiiing;§d§t§ts;_Biwtiﬁi. |
Brydon & sﬁeattﬂgan:ngCL, Post Officéiiﬁi 456, Jeffergbﬁi;?
City, Missouri, z1p‘code 651@2;?appeaxihgk§n behalf of the
Applicant, Herculaneum_Seﬁer Coapany. |

Garyfwi Duffy, Assistant General

Counsel, P. O. Box 360, Jefferson City, Missouri, appearing
for the Staff of the Commission.

EXAMINER PARKER: I assume you have made your
written entries of appearance; if you have not, please do.

Now are there any preliminary matters before
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: pub1£c convenience and necessity.

. proceed today?

The case was partially heard previously,

on August 18, 1978. At that time, I believe Applicant put

on its case, and the Staff'

8 Counsel reserved their right

‘ “&ny o

We111 make:ybarM€ra1~in;:ies of appearance,

please.

MR. ENGLAND: Leﬁféhg record rcflgct £§e
appearance of W. R. England; naiiing.gagttss,_ﬂévkiQs, |
Brydon & Swearengen, P.C., post;off1c§~§§x 456, Jefferson
City, Hissouri, zip Code 65192, appeariﬁg én behalf of the
Applicant, Herculaneum Sewer Company.

HR;<DﬂFE§§V‘Gary!w;;Duffy, Assistant General
Counsel, P. O. Box 360, Jefferson City, Missouri, appearing
for the Staff of the Commission.

EXAMINER PARKER: I assume you have made your
written entries of appearance; if you have not, please do.

Now are there any preliminary matters before
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of the initial facilities.

EXAMINER PARKER: All right.

Mr. Kenneth McClain, please.

'EXAMINER PARKER: Reise your right hand to bej




:ﬁorn, testified ’falieii:

DIRECT EXAMINATION BY MR. ENGLAND:.

State your name and addrusaff§%~the‘zi@¢“

A :‘Hy ntiifts‘xaaaeth‘neelain: my address is

Q;‘ And are you also~--in whai_capkéity are_youﬁ;
employed b&\ﬁin§;‘C9gtracting? | |

Kk-‘ Viceéfresidgnt;

a argfgpu‘aiso ass¢e1ated with the Applicant,

Herculaneum Sewer Company?

(=]
o0
——

S 5 Yes, sir.

@  And what position do you hold with the
Applicant?
I am President.

President of Herculaneum Sewer Company?

» = p

Yes, sir.
Q Are you authorized to appear here on behalf

of the Applicant and testify?
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‘exhibit purports to show, please.

Sewer Company.

'Ypu also need to post the guarantees of the individuals

A !et.“#if.

Q "And I believe it is alraa&y_in the record,

Exhibit No. 6, would you describe for the record v

A Okay. This is the loan a
Boatmen's Bank of;&iffersoa County, for a loan cuniithbht

over : seven-year period, for $120,000, for the Herculaneum

Q And is that loan to be secured byfa 
Deed of Trust on the sewer lines, with ass§§naent ofs?
and user fees? |

A Yes,;sir.

() And in order to secure that commitment, did

associated with the Herculaneum Sewer Company?

A Yes, sir.

Q 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?
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receiving a

sewa:gutility?

A Yes.

Qt“thﬁycoamitnent, I

Q And I note the date

béliove, is June of 1978. Has tgat commitment been ext@ndeéj

or is it still available to youf

A Yes; yes, the loan has been naéﬁ.

Q@  All right.

MR. ENGLAND: At this time, Your Honor,

could I have permission to mark for purposes of‘identificati§n

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

Exhibit No. 10?
EXAMINER PARKER: All right.

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

hearing.
EXAMINER PARKER: All right.

MR. ENGLAND: I have a limited number of
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15
16
17
18
19
20
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22
23
24

25

you describe for the record what that exhibit is and |

- it purports to show.

Mr. McClain, could I turn your att&ntion~f ;‘
to a one-page document, which has been marked for purposes

of identification as Applicant's Exhibit No. 10, and would

‘A Well, it is a balance sheet of Herculaneum
Sewer Company. It shows what, basically, thg assets a§d>
liabilities of the corporation are. | |

Q@  And iacluded in those liabilities, have yon“ -
pro foznagd, if‘you will, the loan which is the subject |
of the amended application?

A (No response.)

c ILet me turn your attention to Line 19.

A Okay. This indicates the $129,000 loan
that we have secured from the Boatmen's Bank of Jefferson
County.

Q So, this balance sheet assumes that the
$120,000 is available to the Company for the purposes of

constructing the system, is that correct?
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me turn your attention to the first

f 1Lan;  sh, $21,000, approximately, is that monies that
Mw N spent by the Company in the construction of the
system?

A This is what is left, cash on hand, the

' Let me turn your attention, then,

»

down to Line 8, Line 8 and the line befm:e that, or the

line“gfter‘tha‘t, entitled "Other current assets, Engineerin

$14,24 monies spent by the Company for

pm:pom of eagimting the system and in pteparing for

Q. And lorkin prdgress, the line below that,
is the sewer lines, the §117,230.31, is that the cost of thel
system in serviceor at least in tke ground as of tcday?

AL Yes.

43 Or as of April 9, 1979. Mr. KcClain, was
this exhibit prepared by you or under your direct supervision?

A Yes, sir.




now to whatfﬁ;t been ma ‘for‘pnrposes of\identifiéifionl

as Applicant's Exhibit No. 11, and explain for the record

what that purports to show.

A The income and expins§37bf Herculaneum
Sewer Company, projected for th# next two years.
1} I see. And was this prepared by you or

under your direct supervision?

A Yes.

Q Is it true and correct, to the best of your

knowledge and belief?

A Yes, sir.

Q Is this a similar breakdown or a similar

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

study or amended feasibility study, vhich has previously
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Miss ;;  Public Service Commission.
of the Sewer Company's opera

years of operation?

subject of thg‘aneadid applicatia;

A That's cot:icﬁs; 

Q In other words,

it also include or does |

it include, besides principal, intEIhatfpay-ents on that

loan?

A u&t for the first year. The first Yeariilw

g @  All right. And, then, the second year would
20 g include interest plus principal?

’ A Yes.
22 | o} Okay. So, in this exhibit, you have factored
23 I into your income and expenditure statement the principal
26 § and interest paywents on the loan for the first two ysars,--
25 1 A That's correct.
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costs to date?

22 A Yes.
23 @  All right.

24 MR. ENGLAND: Mr. Examiner, at this time,

25 could I have permission to mark as an exhibit, and I am
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19
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for the record what that rts to be.

A Okay. !§i§»13‘tkg‘minute§fof one of our

Board meetings, whic
the Boatnph‘b*aaak‘a ,Pevely,~

Q g;n other»wo:ds, ths loan that is the subject

of the amended applicatioa‘h&;;ﬁicn‘g?@zvmud‘by~thaf3§i¢d°fl
of Directors of the Applicant;‘is that correct? |
A That's correct.
Q And that is what this exhibit shows?
A (Witness McClain ncdded head.)
[} Mr. McClain, I am going to shift gears on you

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

questioning, rather, as a result of our informal meetings
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jQ And I think one of the coastrantiom

agreeaunt with the sewer d;stx»ct thnt cazreatly
tnerc‘ aneum, the Hetculaneun——l guess the iity a£$3§rcu1ane
that‘that 1lift station, they will pcovidn pouer to 1t.\as

~ well as additional backup power, is that correct, should -

~something go wrong?

A We are providing aetual,paiar, th§§ ir

19 - providing the backup power.

20 § Qo I see. So, there is a secondary source of

21 i power, should something happen to the initial source cf powen?
22 A Yes, sir. There is an agreement.

23 Q And will this strengthen the adeguacy and the
24 | reliability of that 1ift station, in yvour opinion?

25 A Yes.

63




ay, is that correct?

- ares.

o 9
connection fee of $650 be authorized for the Herculaneum

And is it your testimony that a proposed

Sewer Company?

“also addghssed in this cxhiﬁi ;

is that noticartcs

A Yes.

@  Now I_be;ieve, 1n discﬁssioasuvithithe staff,|

there was so-c concern over whether the connection fees

would cover thc'cost of construction, or exceed that cost

of constructicn;:aad as a result of that conversgtiog, has

the Company agraed to, in effect, ejcrow anacntsfcoilected

as connection fees f;oa its customers?

A Yes.

Q And has the Company been willing or is the

Company willing, rather, to place on that escrow amount

certain restrictions for the use of that money?

A Yes,

e And would those restrictions, one be to
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be used for additional

the extent that it is necessary to

\ iacthhc existing system, fiqniring ctp£§§l
expenditures, would those monies, thoad*éS§row -ohies?ﬁoA
available for that? o

A ‘Y‘_".

1) | And, finally, when those three items that
I have previously mentioned have been taken from the escrow
amount, should any be left over, and capital expenditutes
no longer be required by the Company., is it the agreement
of the Company or the understanding of the Company that that
excess will be refunded to the customers?

A Yes.
Q Or in the event the systen is sold, if there

was an excess, those monies may be used tc offset the ultimake
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Qf *;na I am more interested now in the

would you please identify those for the Commission and for

thq_:egétd,“tadthsth§:2~ ‘are--I take it they are on

an ggag;l basis, ii:tﬁdt;eorrect?

A Yes, sir.
Q Would you please explain each one of those,
and the amount associated with it in the first,tﬁéﬂyaa:s

of o@gr&tibn?

A  Well, j§u have, of course, your electric,
which is for the epetat;oa'o£;your plant, and your nainteaanpef-

do you want ‘the dollar amounts?

Q Yes; if you would, please.

A Okay. This is the engineer's estimate, that
we are using $840 a year for the first year on electric.
Your maintenance is $900 a year. The operation of the
plant is $1,200. Administrative costs are about $2,400 a
year.

Q I see. And the treatment costs, how much wilj
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You have a contract with

do you not, to treat the waste offﬁir

at a cost of $5 per month per customer?

A Yes, sir.

Q Finally, or not f%nallf, hutithereiis énbthef

item, insurance, which is $410 £6§jthe fititztmo~y;§r§jof.}:

operation. Insurance on what, if you knov;yu

A Well, primarily the pump station and théuliahtl

Q Okay. And, finally, an item, it is not

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

know what that amount includes?

A Miscellanecus.

o Miscellaneous. In other words, all other

expenses that you may incur but not particularly itemized

above?
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over stress it, but thellosn

intention of the Company to pgyf§§n

as one other item

Q 5 -
in Applicant's Exhibit No. 11, is it the belief of the

Company that a monthly service charge excuse me a second -|

ghborhood of $10.50 is appropriate for the
Company for the firititun years of opéiati&a?
A Yes, it is. o

Q All right. One other

with respect to the treatment charges~¢tar§éd by the sewer
district, is it your opinion, as an officer of the Coupa§y  
and a man who, I assume, negotiated the contract with the
sewer district, that this manner of treatment, that is,
through contract with the sewer district, as opposed to
your own in-house treatment of the sewer system, is more
beneficial not only from your standpoint but the customer's

standpoint?
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I am not really quite sure I understand

saying.

@ Well, is it more beneficial from your point
of view to have the Herculaneum sewer distxici, I Qupﬁot§; 
treat this waste rather than have a~§§caad treatment plant

located within the certificated area of the Company?

A Oh, yes, sir. The treatment requirements are

more stringent on us than what they would be for the

Herculaneum sewer district itself.

Q And ie that because your treatment facility
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@ And who will that witness be, sir?

‘as it is in place

A It will be Norville McClain, the President

of Essex Contracting Corporation.

2 And Essex Contracting Company has performed

the actual construction of the system, is that correct?

A Yes.

Q And he would be in a better position to

testify as to the costs charged to Herculaneum Sewer Company

for the construction?




‘T would ask, gsbjgst'to

nt's Exhibits 10, 11 and 12 be admitted into

And if I have not angn‘se, request
Applicant's exkibits that preceded it, i thrcagailo.

‘two previously marked exhibits have not been submitted and
were to be -ubﬁitted on a late-filed basis, one bein

approval of BNR, and the other being a wxittna na&txi@t

154 entexad into hetween this company and the sewer dlstrict,

‘both of those exhihits will be forthconing within the

17 next few days; It was an oversight on my part, and 1

18

apologize for‘aot having them here at this heariaq~tbéay;

But, navertheiess, I would like to--subject to‘cross-

20 examination, I would like to offer all of Applicant's

21 | exhibits to date into the record.

22 % EXAMINER PARKER: All right.

23 i Any cross-—examination, Mr. Duffy?

24 | MR. DUFFY: May we go off of the record for
25 | a minute?
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- CROSS-EXAMINATION BY MR. DUFFY:

Q Mr. McClain, does Herculaneum Sewer Company

h&vﬁ a construction permit from the Department of Natural

Resources for constructing the sewers?

A Yes.

MR. DUFFY: ‘That is all I have.

} gxga PARKER: Is there anything £gxtnsr? f

MR. ES@L&HD: No. As a matter of fact,‘tka;

construction permit would have been supplied here today but

for my oversight. We have it now, we didn't at the original

hearing, and I will submit that within the next day or so,

as socon as I get my hands on it and make sufficient copies.

EXAMINER PARKER: Thank you, Mr. McClain.

You may step down.

(Witness excused.)

EXAMINER PARKER: Any objection to Applicant'sg

Exhibit Nos. 10, 11 and 127
MR. DUFFY: Can we go off a second?
FXAMINER PARKER: Let's go off.

{Discussion off of the record.}
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:1and rather than show how it ui&ast: aach liae duun to the

bottom line, I will just cor,“ t. fa: purposes of the

record, the bottom line, aaé tha‘fis the "Net Cash Chnnec.

the Company will experieaeeo

;!bar No. 2, a $315 deficit, anﬂ the Net cash

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

EXAMINER PARKER: All riqm:. Applicant's

fsahibits 10, 11 and 12 are raﬁcived 5k‘7~ ég tgfthQQF

transcript of the prior hearing, the‘Apglicant's previous

exhibits havo\htiﬁ;rsaaivad. except for the late-filed ones.
(aT ’FIS TIME APPLICANT'S EXHIBIT NOS. lD, 11

AND 12 WERE R!CBIVEB IN EVIDENCE AND MADE A PART OF THIS

MR. ENGLAND: At this‘tine. Mr. Examiner,
could I call Mr. Norville McClain to the stand?

EXAMINER PARKER: All right.

Raise your right hand and be sworn, sif.

(At this time Mr. Norville McClain was duly

sSworn.)

73




s m N —— A

sewar lines,

0 state your n

ybutfbusiness ad&igés.

A
.
what capacity?

AL I am President of Essex Contracting, Incorporj

Q Mr. M301ain,‘has\sssax Contraeting'cprany
been retained by Herculaneum Sewer Corporation to perform
certain construction tasks related to the installation of
lift stations, et cetera?

A Yes, it has.
e And in that regard, have you performed that

construction and sent out at least a preliminary bill for the
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what the balance is left to complete the sewer project in

of the work that we done for the Herculaneum Sewer cOapany. 

And it also states the amounts that was paid by Herculaneum

division iteelf. |

And it also states the amount that wa by Herculaneum |

Properties that was actually part of the trunk line prior

to January 1, 1979. 2nd it also states our estimate of

its entirety.

Q Now, Mr. McClain,is it my understanding--firsg

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

direct supervision?

A !”' it was.

Q Andﬂare those figures true and correct,

to the best of your knowledge and belief?

A Yes, they are.

Q 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 hearing room?
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this case, Mr. ﬁaClain,~aa& on Page Ft—aﬁ-l.
has made a breakdown of tht}coa :
necessary to complete tkajsfﬁf‘“ygtad their estimated v.luc,k

Can we look atf‘9ae of these expe: ¥tuxes and see how thay

"River Crossing,” that was e t;$’e.ooo, but

apparently it has taken ]‘.gs“s_‘ " touke that, is that

correct?

15 A Yes, sir. We made that river crossing

16 during the latter part of Dq@i?bér and the early part of
17 ‘

January, and we had exceptiona.

18 crossing was low, and it di&hft?t&ke us long to get ac:éia)ﬂ

19 as what we had assumed it would under our original‘ébtinitc;
20 Q And let me ask you with respect to the
21 force main, you have actually billed $18,480.70; the projectiion

22 per the feasibilicy study, if I am correct, was $17,600, is |

23 that correct?

24 A Yes, sir. That reflected some increase that

25 we had in the cost of PVC pipe.
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Y All right. ?h§‘
exhibit, of $22,946.83, is that reflected on Page FC %Dfi

A Yes, it is.

On Applicant's ility study?
Yes, sir, it is.

> ® P w®

Yes. Well, there is several crossings.
There was another crossing we had made and they are aii  ‘
lumped into one-- |

o Well, let me ask-—

A --into onn‘Iunp“érica.

Q Let me ask, the higksayfborinq that you thw
on yé&x‘exhibit, that includes the cost of boring Highuafk“
61 and 67, is that correct?

A Yes, sir.

Q Doeg‘it also include the boring of Highway--
or a street known as Joachim Street?

A Yes, it does.

Q And that was not—the cost of boring Joachim
Street was not included in the Company's feasibility study,

was it, if you know?




; _d The Highway I-55 right et cxasaang is
*estiﬁiéQaagt $44,800 in the Company's w“"& ility re@@:t,
that as of today has not been made, is that my understanding3
A That has not been inéi;~£n. sir.

n“f‘fAnd that_is‘ruf«aeff  on ths bottom part of

your bill or xetter. that thwt renains to hc> ‘  and

hava ‘estimated the cost at approalmately $4S 0#9?
A Yes, sir.

Q Now hased on your experiaace Hlth cro'siag

ﬁighway 61 and,67, and crossiag~ k*_St:eet, do you

estimate that this h@tipg will be .nto_‘

$45,000 projected by you in your exh
A No, sir. I feel that jeﬁvill‘ﬁé ﬁithin the
cost of the projection, $45,000.
Q Let me take your attention back to the 12-inch
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. 32
24
i A Yes, sir.
25
e And I believe the estimated cost was $17,800,
u
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costed at $17,396.25, and it is estimated at $26,800 in

work, that the auergeacy~staa§by gha.xating system at

ibility study. Is the lift statiom, as built by
yon; conplet.?

L No, sir, it is mot.

half of that 1¢t:er;.y6ur Exhibit No. 13?

A Right. This requires additional electric

HorculaneumKSGHQr Company--or the Herculaneum Sewer District
has, that could be adapted to our plant, and this difference]
amounted to approxinatAly $3,000 ir making the changeover
in electricity.

o This changeover will benefit or at least

ensure that the l1lift station will operate in a more reliable




A An additional $57 000,

e $176,330.31.
16~§ Q All right. Thank you very much. Mr. McClain
| o e A |
1 ; are you at all a£f11i§_ {ﬁith~nntculaasu- Sewer Company? :
8 | ‘ i . 1

A Yes, I am.

0 In what capacity, sir?

A I am one of the partners or oame of the

stockholders.
22 | o Do you hold any official position?
23 A No, sir.
24 Q Just a stockholder with the Company?
25 A Yes, sir.
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Q Isiﬁigex Contracting the only cpgtréctcr
that has béﬁé used by the HetculaneungSenéi;ﬁb;paayf n.
const:u¢€1§§ £h§ éewnr system? | |

‘A The only general contracw There will be a

subcﬁaﬁracgo:.‘u fis;subcoatractoxj,fpf cpurse.
a ;i@é@;;its a subcontracfbtafb: Satingc Wﬁiﬁ4f
there? | | h
A ‘There is a subcontractor for partial boring,
and suhconfractad the electrica; contractor. Ané, then,

of course, materials and supplies.

Q The major rcle of Essex ntracting, then,
would have been laying the actual sewer pipe, the sewer pipeﬂ

themselves?
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25

and the Sewe:~~';“
break on'priées?“

A We aétu;liﬁ?done everything on a cost,

and material bas: us ten percent for overheads.

ul _explain that a little more, iinée 4 8
am not ﬁi-iliar u£th3it? L

A Ali?:ight. The actual costs reflected*h#te
are the actual cxéihditures that Essex Contracting had,
with the exception of ten percent was added for overheads,
which would include office and trucks and eguipment,

secretarial help and this type of thing.

) Well, what would be the main ccaponent of the

actual expense that you are talking about; is that iabor?
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e SO, my original question 1s, ynu gave a

‘hreak to the Herculangua Sewer Ccupany, yoar tasuet is 'tes,'

19 ff  isn't it?

i A Yes, sir.

i Q The difference between ten percent overheads
22 ] and 33 percent overheads?
23 | A Yes, sir. }
24 ! 0 And you are estimating arcther $57,000 in E
25 k congtruction costs before the system will be complete, is

that correct?
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@  Could you briefly outline what that

:on:itself. So, we have the wet well y&tlho i

taé ‘we have the electrieity to install to the 1ift station~

The I-ss boring ‘has not bean startaé at this time

if my memory is correct, we havn apprnxxattely 9]‘

;to erucs on state property, at the Berculancun ‘Spur and;

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

cut, and we have approximately 900 feet of ductlle iron

é
~15k; pipe to put in that boring yet. And I think I have got
16 | down nere at the bottom, I have $2,100 for three more
17 é manholes yet to be installead.
18 ; MR. DUFFY: That is all I have.
19 i“ EXAMINER PARKER: Thank you. You may sft?
20 ! down.
21 (Witness excused.)
22
23 EXAMINER PARKER: Any objection to Applicant's$
24 Exhibit No. 137
25 MR. DUFFY: None.
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Seremiah Nixon, 55¢5fv1;ta Creek, in St. Loui

County. I just moved there, that is the reason I had to

think a minute.

0 Mr. mm, by whom afe maplmand in
what.capacity§ \ |

A I have several eaploynents.‘ I ama partnéf;
in the law firm of Thurman, Nixon, ssith, Howald, Weber #nd‘
Bowles. I am also an employee of Klondike, Incorporated.

e And are you at all employed or have any
business arrangements with the Applicant, the Herculaneum

Sewer Company?

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

corporation.




behalf of the Company today as well, is that correct?

i Yes. el | \
0 Mr. Nixon, just by Viy ot hackgro#ad do yoﬁi
have :ny other familiarity or experience uith thc regulated
sewer industry?
A I was an owner of Ba ;
a cb-ownc§1‘€haklargestfprivate sewer cnﬁpnny at ﬁﬁét ttQﬁk
in Jeffersbn;épuaty. I am one of £k§ owners of South R

Jefferson Coun  ;§£11itie§; I have, in the last 20 years

or 25 years;\~jig5*ented, perhaps, ten or 15 private sewer
companies and water utilities. I have reprtsonted,ten
water districts, four public sewer distrieéé; gix, six or

seven cities, involvedfiu,uater and‘ééwdt coastruciiqp ¢nd

operation.
20 ; Q Mr. Nixon, there was some testimony earlier
21 this morning regarding the ioan commitment that the Company
22 | has from - I can't recall the bank right now - is it
23 Boatmen's Bank of Jefferson County? With reference to that
24 loan commitment, what is the status of that loan, if you will,
25 for the record,please?
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14
15

16

17
18
19

21
22
23
24
25

e iy
-

primipal paymnt, in the
So that is the status. T§§
has been deposited in the Hercﬁlu
been substantially disbhursed.
0 Is the commitment contingeant upon the

Herculaneum Sewer Company receiving authcrization from this

Commission to engage in the business of a requlated sewer
company?

A Yes,

Q And, as you have said, the money has been
advanced for purposes, I understand, of making the necessary
construction payments and completing the system, is that
correct?

A That's correct.

Q And at the time or at the time that this loan

is approved, one, by the Commission, and, two, the Company ig
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kﬁd it will be re-executed under tht termes

as apprmd by the Cosmission.

At that time, will the locan form, or at

Q
least a smty, secur:lty, rather, fo: thtt loan will he

J.nclum, :Ln ‘ths lien on the sewer mztics of t!a

That's correct. And the escrow fund of

of the connection fees, or the user fees, the tsp-on feea,

or however m refer to them, that escrow fund will be

kept in the Boatmen's Bank, so that it will be there just

onthe payment of the loan or for capital
contributid&‘, capital construction.

Q | Has the bank been made aware of the escrow
agreement made between the Staff and the Company?

A No. The bank, I am sure, will be very
pleased to see it handled that way. They haven't been
brought up to date on the discussion with the Staff because
that, of course, is preliminary.

Qo But you don't see anv problem the bank would
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22
23
24
25

required to be pmid for by the Coupany?

_nbg; What they hava alroady been paid 1s ;

over 314,000 for enginee  ng to date, and thexe is anotacr-

they estimate an additional $4,0ﬂ©, or some such figure,‘

additional engineering. And this figure of Essex does not
include legal. It does not 1nclade ‘the ‘acquisition of some

easements. We had to pay $500 for an easement, and we had

to pay a connection fee of $650. All of these are reflected
in the balance shset filed today, the expenditures.
Q Applicant's Exhibit No. 10?

A Right.
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‘ t§Stinony regarding engineering.fiogalg,and dther‘ti:egila

costs, do you expect, then, the‘ddﬁitigggl,gam,t:ﬁctiéa
costs of the sewer system to be borne b§1f§¢  ’; Y‘tqﬁﬁ
exceed that $181,000 figure? | :

| AL It will be a little bit above it, because of

the engineering and the legal and these other items I

described.
Q It will not be significantly above it,--

A No.

Q -=will it, Mr. Nixon?
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yon come out with that being a pretty accurate figure.

i
} Q‘7 In the first fivt years of operation,
;
E

15 Mr. Nixon, you have projecteﬂ custmrt in m amount o f
16 approximately 265 . ycm have any mmto believe that-
17 that number is high, low or on the my, as far as todny
13 is concerned? N \

19 A I think it is pretty accurate. I think it
20 is pretty accurate.

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

22 you will have 265, approximately, tap-on fees to contribute
23 towards the construction costs, which are going to exceed
24 $180,000 before the end of this year,--

25 A Right.
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ﬁ»ataqpe construction costs will be &hiA
fb& the various debt and equity ﬁﬂiﬁaﬁé

‘finance, is that correct?

L § That's correct. And the interest charge in

the last year has gone up two percent.

Q And one other thing with regard to the
financing. You have heard the testimony of Mr. Kcn#eéﬁ
McClain regarding the escrow agreement; your understanding
of that agreement is similar and you have no objections to
that escrow thtonnnt as testified to by him, do you?

A No objections whatsoever. I think it is a
very good ihy‘to handle it.

Q " In your honest opinion, Mr. Nixon, do you
think that that escrow amount will ever outstrip the
construction costs of this system, plus the carrying charges
plus any repair and replacement costs that may be incurred
in the years of operation?

A I éon't think it will, unless something

totally unexpected occurs.

e And if something totally unexpected occurs,
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'nr‘. Norville McClain testified to the manner

s your Company for construction costs

Q@  And would that be with your South Jefferson

County Company, in particular?

A Yes.

And they, with other work and other

things I have been c;omiected with over the last 20 years.

e} Hé.ve' you also had an occasion to experience

constructiong work of other ‘contracting companies and pay
20 those bills?
21 A Yes.
22 @  And how do you find the rates or the construd-

tion costs charged by Mr. McClain versus tkose of other
24 ‘ construction people in the area that you have had dealings

with?

™
W

. - . .
N
W
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jed you f°“fhP~°°§!tr“¢tiQa;

L Yes. I would say that I was calculating
work that they did in South Jgfferson‘CbuntyHUtility}“in

uhich‘thtrnfihi a couple of hundred thoasiad‘tectsof Piﬁﬁ*

‘fow days, and they did it, it is about one-half of

V°“1d 5°'t;1f it hid gone out on a bid. “

MR. ENGLAND: I have no othsr.qapitidpq of

r. Nixon, and I tender him for cross-ex:-dnatibaf§£ £hi§f
 time.

EXAMINER PARKER: Mr. Duffy?

‘CROSS-EXAMINATION BY MR. DUFFY:

Q Mr. Nixon, concerning the loan agreement,

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

loan, that is, by itaz terme of mnot coming due within--or not
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" short-m into a long-te

Coud. st:lan?

A That is exactly it.

Q With regard to the escrow agreement, what

w ® N o wooe

specifically as to who the bank is supposed to release th.

|
|
i
! do you contemplate to be the terms of the m&.
|
9

10 funds to, and on what c tions will they do that? H
11 A I think thnt the escrow agreemsat m&a ho
12/ with the bank, in which we agree that all fees rece:.wd

13 for connecting onto. the go intc the bank, into this |
14. | fund, and that t.h:ll fund be held to uake interest and |
15 * principal payments on the obligation te the bank, firttz

‘16‘ | second, for any capital improvements that might be Wa;
17 | And, third, for any additional financing that would be

18 i approved in the future.

19 Q Would ybu be willing to draft some terms of
20 that agreement and supply it to the Commission, for the

21 approval of the Commission before the escrow agreement is

22 entered into?

23 A Yes. I would do that, and I would also

24 ” submit it to the bank and see if it is satisfactory to them.
25 MR. DUFFY: That is all I have.




beliew the propoul has gone now from $9, which it was in

August of 1978, m our ﬁnt hearing, and now it is sm.so:;
can you explaixi foi themcnmthiscm?

A s:laeelastAqut,the cost ofm has gem
up to us two percmt. The cost of electricity and the
cost of opc:kt}tionsi have alsc qoae up more M that. Of
all of those fiqutgs,» the only figure that hu stayed “inotaug
consistent is the $5 a wonth to be paid to the sewer districﬁ
for the treatment.

Q As a matter of fact, these costs have been
discussed with the Staff prior to this hearing, have they

not?

A They have. And these costs do not indicate
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In;oranrlto make this a vi;hie op(r;tionz

A That's right. In fact, the $30,000 has

‘already gonefin;
MR. ENGLAND: No other questions.

Anything further of Mr.

EXAMINER PARKER

1 Nixon?

RECROSS-EXAMINATION BY MR. DUFFY:
pid I understand that, in essencs.

3 I am sorry.
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~other questions.

Pf: Is that it on behalf of thej

Applicant? : ; =
MR. ENGLAND: So that concludes the Applicant 8

case on this, Your Honor.
EXAMINER PARKER: All right.
Mr. Duffy. any Staff presentation?
| | MR. DUFFY: Yes. ,
We call Mike Logston.

(At this time Mr. Michael Logston was duly

| sworn.)
‘ 98
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Public Service Commission.

Q I believe you previ

with the Company since the‘lﬁgt hearing iﬁ1thié‘c§;e?<
: | A Yes, I have. | 2

Q Have yoﬁ‘nads you%igif,fully aware of
their proposals embodied inytheir a§§1£catioa~¢n§~sinad.d
application? | 3 ! -

A Yes.

Do you havefi’zacouisadatioa to the Commissi.

Q
as to whether this Company shoa;d be granted a certificate
of convenience and necessity?

A Yes. It would be Staff's recommendation that
they be issued a certificate; however, we would ask that
hased upon the testimony of Kenneth McClain, pertaining to

the escrow account of the contributions in aid of constructi

B33,
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‘phﬁgc*nuahct, where pe:taﬁnilJf

reached in case of an  

of the Company with regards to rates and comnection fees?
| A Yes. ’  | ;
o k‘_ﬂhat were the rnsﬁ1t§ of your gxg-ia;ggoa?
A ;iﬁffiﬁd that the proposed nnathiy rsﬁ;‘anu

contribution in aid of cdﬁ:truc;iou charge to be a reasontbl‘

rate, based on the expenses that has been presented in thtﬁ

case.

Q What are those rates?

A There would be a monthly rate of $10.50 per

|
unj
!
|
14
.
§

month per customer, based con a single famiiy residential
flow, and sewage discharge, plus a contribution in aid of

construction of $650 per residential eguivalent.

e Have you worked out any rates for commercial
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Have you examined the bills fre-m

Yes, I have.

Db you have an opmox; as to the msonablca*t

lating sewer companies?
A The costs appear to be msmbl@, ba;ad on

o omy experience; yes.

Q@ Do you have any recommendation with
to the Company submitting for Staff approval the t&%‘ls of
the escrow aMt with the chfe‘tm County--or with the |

Boatmen's Bank of Jefferson County?

A Yes. I would ask that they would be
submitted to the Staff for our review and approval. 1I
would alsoc recommend that the proposed monthly rate, as
stated earliexr, would be set for an interim of 18 months
and then would be subject to review by the Commission’'s
auditing Staff, for purpcses cf establishing a permanent

rate at that time.

™
N
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S A 5 8 TSR T

tion, is there any way I could get

tion 24 months?

A I think we could arrange that to be made;

Q Well, I was just going to say. thtt i~k§ow
that 18 months is only a yaat‘aéd a half, and I thonght
maybe two operating periods, two annual periods, two

yearly periods might be a better basis for examining the

, or whatever, and the income of thi

expenses and the cost

Company, as opposed to 18 months, the other alternative, I

mean the other reason for it, that the 18 months seems to
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period; yes.

No other gquestions, Nr.
REDIRECT EXAMINATION BY MR. DUFFY:
@  Mr. Logston, do you have a recommendatio
her these interim rates, be they for 18 of ‘«
‘should they be subject to refund, should the Staff andit
determine that the rates were set too high, based upon

actual operating experience?
A Yes; if that is what is determined by the

Staff audit.
Q Are you recommending, then, that they be--

Yes.

--put in subject to refund?
Yes, I would recommend that.

P P o®

Okay.
MR. DUFFY: That is all I have.

EXAMINER PARKER: Let's go off of the record.

25 {Discussiocn off of the record.)

EXAMINER PARKER: The hearing will come to

S
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ST

te-filed exhibit, setting forth the terms of the

escrow agreement.
And, just as Counsel has noted, late-filed

Exhibits 5 and 8 still have not been submitted. i
I should also note that this matter, for the

record, was set for hearing for the 24th of May, 1979,

and it has been heard today; no notice of hearing or change

of hearing was sent out, just through agreement of the
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Late-Filed

*Tate-Filed
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