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Re: Service Management Systems, Inc.; PSC Docket No. 020091-WS

Application for TMOC
Our File No. 36082.01

Dear Pat:

As a result of our conversations over the last few days, | am writing to address your
concerns with the continuing operation and management of the utility system. As you
know, Jim Bates has operated and managed the system under a management contract for
quite a few years. Mr. Bates operated the system under the prior owners and continues
to do so under the current ownership. While his annual contract has not been renegotiated
and as a result he is currently operating on a month to month contract, that situation has
been in effect for over a year and there are no immediate plans to change it. Mr. Bates
continues to be an officer and director of Service Management Systems, Inc.

However, to the extent that owners determine that they wish to change oversight on
management of the utility system, the utility will continue to retain other persons with both
the technical and regulatory background, and experience in operation of the utility systems
to enable it to provide service in conformance with all rules and regulations of the Public
Service Commission and the environmental regulatory agencies. Management assures

me they will always have such personnel involved in the utility operations as long as they
own the systems.

If you have any questions concerning this matter, please do not hesitate to contact
me.
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