
II)AMON R. TALLEY, 
1 12 N. LINCOLN BLVD.  

HODGENVILLE, KENTUCKY 42748 

+EL. (270) 358-3 187 

P.O. Box 150 

FAX (270) 358-9560 

December 1,20 10 DAMON R. TALLEY 

Mr. Jeff Derouen 
Executive Director 
Public Service Commission 
2 1 1 Sower Boulevard 
P.Q. Box 615 
Frankfort, K Y 40602 

ATTORNEY AT L A W  

RE: Southeastern Water Association, Inc. 

Dear Mi. Derouen: 

Enclosed are the original and ten (1 0) copies of the Application of the Southeastern 
Water Association, Inc. 

The Application is being filed pursuant to the provisions of KRS 278.023 and 807 
KAR 5:069 which requires Commission approval within 30 days. 

Should you need any additional information, please let me know. 

Yours truly, 
DAMQN R. TALLEY, P.S.C. , 

SOUTHl2ASTERN WATER 
ASSOCIATION, INC. 

DRT/ms 

Enclosures 

cc: Morris Vaughn, General Manager 
Southeastern Water Association, Inc. 

1 O/SEWA/Derouen 12-1 -10 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION OF SOUTHEASTERN 
WATER ASSOCIATION, INC., PUL,ASKI, 
COUNTY, KENTUCKY, (1) FOR A CERTIFICATE 
OF PTJBLTC CONVENIENCE AND 
NECESSITY AUTHORIZING CONSTRIJCTION OF 
MAJOR ADDITIONS AND IMPROVEMENTS TO 
ITS WATER DISTRIBUTION SYSTEM; 
(2) SEEKING APPROVAL OF REVISED 
WATER SERVICE RATES AND CHARGES; AND 
(3) SEEKING APPROVAL OF THE PROPOSED 
PLAN OF FINANCING, PURSUANT TO THE 
PROVISIONS OF KRS 278.023 AND 
807 KAR 5:069. 

** *** **** ******* **** *** ** 

The Applicant, SOUTHEASTERN WATER ASSOCIATION, INC., 

(the "Association") situated in Pulaski County, Kentucky, acting by and 

through its Board of Directors, respectfully tenders this Application and 

requests that the Public Service Cornmission of Kentucky (the "Commission") 

enter its Order pursuant to KRS 278.023 and 807 U R  5:069: (1) issuing a 

Certificate of Public Convenience and Necessity authorizing the Association to 

construct major additions and improvements to its water system (the "Project") 

for the purpose of furnishing an adequate and reliable supply of pure and 

-1- 

reneec.smith
Typewritten Text

reneec.smith
Typewritten Text
00470



potable water for domestic, agricultural and commercial use in the area served 

by the Association; (2) approving the adjustment of water rates and charges to 

be levied and collected by the Association; (3) and approving the proposed 

plan of financing said Project. In support of this Application, and in 

conformity with the regulations of the Commission, the Association states as 

follows: 

1. The Association is a non-profit corporation which was organized and 

established on December 17, 1993, pursuant to the provisions of KRS Chapter 

273. The Association was created as a result of the merger of the following 

water associations: Barnesburg, Elihu-Rush Branch, Nelson Valley, and 

Tatesville pursuant to the February 22, 1988 Order of the Cornmission in PSC 

Case No. 9967. The Association is now, and has been since its inception, 

regulated by the Commission. All records and proceedings of the Commission 

with reference to the Association are incorporated into this Application by 

reference. A certified copy of the Articles of Incorporation (Consolidation) of 

the Association is attached hereto and incorporated herein by reference as 

EXHIBIT I .  
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2. The mailing address of the Association is: 

Southeastern Water Association, Inc. 
147 East Somerset Church Road 
Somerset, Kentucky 42503 
ATTENTION: Morris Vaughn, General Manager 
TEL,EPHONE: (606) 678-5501 

3. The governing body of the Association is its Board of Directors. The 

present members of the Board of Directors, and their respective offices, are as 

follows: Joe Richards, I, President; Harvey Phelps, Vice-president; Ernest 

Stout, Jr., Secretary-Treasurer; Wade Bumgardner, Director; Joe Dale 

Crawford, Director; Bobby Crowe, Director; Mark Davis, Director; and 

Dwight Faulher, Director. 

4. The Project consists of the construction and installation of the 

following improvements: 

A. 

B. 

C. 

D. 

E. 

A 200,000-gallon elevated water storage tank and related 
appurtenances; 

A 100,000-gallon elevated water storage tank and related 
appurtenances; 

Two (2) new booster pump stations and related appurtenances; 

Approximately 33,240 linear feet of 12-inch diameter water lines 
and related appurtenances; 

Approximately 15,300 linear feet of 8-inch diameter water lines 
and related appurtenances; 
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I;. Approximately 44,700 linear feet of 6-inch diameter water lines 
and related appurtenances; 

G. Approximately 7,000 linear feet of 4-inch diameter water lines 
and related appurtenances; and 

H. Approximately 2,950 linear feet of 3-inch diameter water lines 
and related appurtenances. 

5. The Project cost is $5,670,000. The Association proposes to finance 

the construction of the Project through a loan from the United States of 

America, acting by and through the US .  Department of Agriculture, Rural 

Development (the “USDA-RD” or “RD’). The loan is in the amount of 

$3,995,000. It will be for a 40 year period with an interest rate not to exceed 

2.25%. The balance of the Project cost will be funded by an RD grant in the 

amount of $1,655,000 and a $20,000 contribution from the Association. The 

financing sources are as follows: 

USDA-RD Loan $3,995,000. 
IJSDA-RD Grant 1,655,000. 
Association Contribution 20,000. 

TOTAL: $ 5,670,000. 

6. The Association has entered into an agreement with the USDA-RD 

which sets forth the specific terms and conditions for obtaining the loan and 

grant. The L,etter of Conditions, which contains these terms and conditions, is 

attached hereto and incorporated herein by reference as EXHIBIT 2. 
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7. The schedule setting forth the water rates and charges required by the 

USDA-RD is contained in paragraph 27 of the Letter of Conditions. 

8. On November 18, 20 10, the USDA-RD amended the original Letter of 

Conditions by revising paragraph 27 to establish minimum bill amounts for all 

meter sizes. The Amended L,etter of Conditions is attached hereto and 

incorporated hereto by reference as EXHIBIT 3. 

9. The Association's consulting engineers, Kenvirons, Inc, Frankfort, 

Kentucky (the "Engineers"), have prepared a Preliminary Engineering Report 

and a Final Engineering Report, as well as detailed plans and specifications, for 

the construction and installation of the Project. The Preliminary Engineering 

Report and the Final Engineering Report are attached hereto and incorporated 

herein by reference as EXHIBITS 4 and 5. EXHIBITS 4 and 5 contain, 

among other things, a description of the Project, cost figures and other 

pertinent financial data and projections, data justifying the proposed rate 

schedule, and proposed plans for the financing of the Project. Maps showing 

the location and routes of the various water lines included in the Project are 

attached as EXHIBIT 18. 

10. It is the opinion of the Board of Directors of the Association that the 

public health, safety and general welfare of the citizens and inhabitants of the 
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area served 

construction of the Project and the proposed method of financing the Project. 

by the Association will be promoted and served by the 

11. The Association has caused public advertising to be made according to 

law soliciting competitive bids for the construction and installation of the 

Project; has received, opened and considered the construction bids; and has 

received data prepared by the Engineers showing the bids received and the 

recommendation of the Engineers with respect thereto. The Engineers' 

certified bid tabulations are attached hereto and incorporated herein by 

reference as EXHIBIT 6. 

12. The USDA-RD has approved the Association's proposed award of the 

best bids as evidenced by the Letter of Concurrence in Bid Award dated 

November 4, 2010, which is attached hereto and incorporated herein by 

reference as EXHIBIT 7. 

13. Attached hereto and incorporated herein by reference as EXHIBIT 8 is 

a certified statement from the President of the Association, based upon the 

statements, representations, and professional opinions of the Engineers for the 

Association, concerning the following: 
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A. The proposed plans and specifications for the Project have been 
designed to meet the minimum construction and operating 
requirements set out in 807 KAR 5:066, Section 4 (3) and (4); 
Section 5 (1); Sections 6 and 7; Section 8 (1) through (3); Section 
9 (1) and Section 10; 

R. All other state approvals or permits have already been obtained; 

C. The proposed rates of the Association shall produce the total 
revenue requirements set out in the engineering reports; and 

D. Setting out the dates when it is anticipated that construction will 
begin and end. 

14. The Association does not contemplate having the Project constructed 

with any deviation from minimum construction standards or operating 

conditions of the Commission. 

15. The proposed adjusted water rates and charges of the Association are 

set forth in the Amended Letter of Conditions (EXHIBIT 3), which amends 

paragraph 27 of the Original Letter of Conditions (EXHIBIT 2), and in the 

Notice of Adjustment of Water Rates which is attached hereto and incorporated 

herein by reference as EXHIBIT 9. 

16. The Association has arranged for the publication, prior to or at the 

same time this Application is filed, of a Notice of Adjustment of Water Rates 

pursuant to Section 2 of 807 U R  5969 in The Commonwealth Journal, 

Somerset, Kentucky, which is the newspaper of general circulation in the 
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Association's service area. This Notice sets out the current rates and the 

proposed rates of the Association and a brief description of the Project. A copy 

of the newspaper clipping and an Affidavit of Publication evidencing 

publication in the newspaper will be submitted to the Commission promptly 

upon receipt thereof. 

17. The Association plans to use any contingency funds remaining after 

construction of the Project to make additional water system improvements. 

These improvements will be made with the approval and under the supervision 

of the USDA-RD. 

18. The Association respectfully represents to the Commission that there is 

a genuine need and demand for the Project. 

[The remainder of this page intentionally left blank.] 
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WHEREFORE, the Applicant, the Southeastern Water Association, Inc., 

respectfully requests the Commission to issue the following: 

A. A Certificate of Public Convenience and Necessity authorizing the 

construction and installation of the Project; 

B. An Order approving the proposed plan of financing which consists 

of a loan in the amount of $3,995,000, at a rate not to exceed 2.25%, which 

will be provided by the USDA-RD; and 

C. An Order approving the proposed schedule of water service rates 

and charges as set forth in the Letter of Conditions and Amended Letter of 

Conditions filed herewith as EXHIBITS 2 and 3. 

Respectfully submitted, 

SOUTHEASTERN WATER 
ASSOCIATION, INC. 

f ’  

Counsel for Applicant 
P.O. Box 150 
112 N. Lincoln Blvd. 
Hodgenville, KY 42748 

Einail: di$alley@windstrearn.net 
(270) 358-3 187 FAX (270) 358-9560 

mailto:di$alley@windstrearn.net


COMMONWEAL,TI-T OF KENTUCKY 1 
) ss: 

COUNTY OF PULASKI 

The undersigned, JOE RICHARDS, I, being first duly sworn, deposes and 

states that he is the President of tlie Board of Directors of the Southeastern Water 

Association, Inc. of Fulaski County Kentucky; that he has read the foregoing 

Application and has noted the contents thereof; and that the statements of fact set 

forth therein are true and correct. 

IN TESTIMONY WHENOF, witness tlie signature of the undersigned on 

SOUTHEASTERN WATER 
ASSOCIATION, INC. 

Subscribed and sworn to before me by Joe Richards, I, in his capacity as 

President of the Board of Directors of the Southeastern Water Association, Inc., 0x1 

MY COMMISSION EXPIRES: &fh&// 
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EXHIBIT 1 

CERTIFICATION 
AS TO 

ARTICLES OF INCORPORATION 

I, ERNEST STOUT, JR., do hereby certify that I am the duly elected, 
qualified and acting Secretary of the Board of Directors of the SOUTHEASTERN 
WATER ASSOCIATION, LNC., a Kentucky Corporation; that the attached copy 
of the Articles of IncorporationKonsolidation of the Corporation is a true and 
correct copy of said Articles; that said Articles have not been amended; and that 
said Articles are still in full force and effect. 

This 27 dayof f l ~ f i  ,2010. 

SOUTHEASTERN WATER 
ASSOCIATION, IN@. 

ERNEST STOXT, JR., SECRETARY 

STATE OF KENTUCKY 

COUNTY OF PUL,ASKI 

The foregoing Certification was subscribed, sworn to, and acknowledged 
before me this M@ /&, &L? day of I 2010, by ERNEST STOIJT, JR., as 
Secretary of the SOUTHEASTERN WATER ASSOCIATION, INC., a 
Kentucky Corporation, for and on behalf of the Corporation. 

MY COMMISSION EXPIRES: f/!lh@// 
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liei-eliy adopt- tlie ( 0 1  l o w i n g  A i ' t i c l e s  o f  Coilsol i d a t i o n  and  s e L  f o r t h  

t h e  f o l  l o w i n g  p 1 r 1 1 1  of coriscjI idation 

95'67,  t i le butir-Ct:j o f  tlic dii-t:ct.oi s o f  tlie c o r p o r a t i o n s  eiiiiineratetl. 

be l o b 7  do  lici-elsy sttt f i : r t I i  t h e i r  p l a n  of coilsol i d a t i o n  a s  r e q u i r e d  by 

lil7S 2 7 3 . 2 0 1  and a I . f i i - i i m t i v e l y  s1.at.e a s  f o l l o w s :  



1. The identities of the corporations to be consolidated 

are: Elihu Tatevilla Watei- Association, P.O. Box 722, Somerset, 

Kentucky 42502, and Nelson Valley Water Association, P . O .  B0.x 910, 

Somerset, Kentucky 42502. 

2. The name and address of the new corporation is to he 

Southeastern Water Association Inc., P . O .  Box 722, Somerset, Kentucky 

42303.  

3. Pursi-iant to an" Ordei- of the Public Service Commission and 

after an affirmative vote by the nieinbership of each Consolidating 

corporation, the c o i ~ s o l  idatiny corporations shall cease to exist and 

the new corpoi-ation will assume and claiut all powers, rights, 

privileges and irnniunities granted or pel-mi tted by law, and previously 

held and adopted by the consolidating coi-poi-ations and subject to all 
, tihe duties and liabilities of a c o r p o r a t i o n  organized undei- the 

provisions of K R S  Chapter 273. 

4. The assets and 1ialiliLies of  the consolidating 

corporations shall be irierged to the extend allowed by law with the 

exception that outstanding obligations of the consolidating 

corporations which are secured by a pledge of  the income and revenues 

of the systems operated by each of then] shall continue to be retired 

from such money and funds as shall be collected from the u s e r s  of 

facilities operated by such consolidated corporations in the original 

area served in accordance with the terms and provisions of KRS 

74.361(5) and the authorizing resolutions o r  indentures under which 

the outstanding obligations were issued, until a1.1 such obligations 

have been retired by payment, debt consolidation or re-issuance. 
,-*+ . 
f 

5. The existing board of directors of each consolidating 
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, . -._ s u c h  t i m e  a s  t h e  l’irst annual e l e c t i o n  of d i r e c t o r s  t o  be h e l d  no 

l a t e r  t han  1 2 0  d a y s  fr-oni t h e  f i l i n g  of  t h e s e  a r t i c l e s .  T h e r e a f t e r ,  

t h e  number- and tei”ms of d i r e c t o r s  s h a l l  be yovcrned by t h e  p r o v i s i o n s  

of A r t i c l e s  IX l l c i e i n .  

6 .  On A p i ‘ i l  12,  1993, a t  a annual meet ing  of  t t ie  members of 

E l i h u  T a t e v i l l e  Water A s s o c i a t i o n ,  d u l y  h e l d  i n  accordance  w i t h  KRS 

Chap te r  273  and Lite A r t i c l e s  of  I n c o r p o r a t i o n  and Bylaws of E l i h u  

T a t e v i l  l e  Water A n s o c i a t i o n .  a quorum having been p r e s e n t  and t h e  

p l a n  o f  conso l idaL ion  r e c e i v i n g  two t h i r d s  v o t e s  of t h o s e  p r e s e n t  o r  

by proxy v o t i n g ,  Lhe above P l a n  o f  Oonso l ida t ion  was d u l y  adop ted .  

7 .  O n  Pktt-cti I, 1 9 9 3 ,  a t  a annual  meet ing  of t h e  members of  

Nelson Val l e y  Water A s s o c i a t i o n ,  d u l y  h e l d  i n  accordance  w i t h  K R S  

Chap te r  273 and tlie A r t i c l e s  of I n c o r p o r a t i o n  and Bylaws of Nelson 

V a l l e y  Water- A s s o c i a t i o n ,  a quorum having been p r e s e n t  and t h e  p l an  

of c o n s o l i d a t i o n  r e c e i v i n g  two t h i r d s  v o t e s  of t-hose p r e s e n t  o r  by 

proxy v o t i n g ,  t h e  above Plan  of  Conso l ida t ion  was d u l y  a d o p t e d .  

.- 

ARTICLE I1 

NAME 

The name o f  t -h i s  cor-porat ion  s h a l l  be SOUTH EASTERN WATER 

ASSOCIATION Z N C . .  

ARTICLE I11 

REGISTERED OFFICE AND AGENT 

The r e g i s t e r e d  o f f i c e  of t h e  c o r p o r a t i o n  s h a l l  be a t  

Somerse t ,  County of  P u l a s k i ,  S t a t e  of  I<entuclcy; t h e  r e g i s t e r e d  agen t  

a t  s u c h  a d d r e s s  is Kenneth D .  Morrow Manaqer 

,e‘. . NAME TITLE 

1851 West H w .  8 0  Somerse t ,  Kentucky 42501.  

ADDRESS CITY / STATE/ZIP 
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PURPOSE 

The purpose of  s a i d  c o r p o r a t i o n  s h a l l  be t o  e s t a b l i s h ,  

d e v e l o p  and o p e r a t e  a coniplete wa te r  supp ly  and d i s t r i b u t i o n  system 

by p u r c h a s e ,  d e v e  loptnent,  51- o the rwise  t o  co l i s t ruc t  r e s e r v o i r s  ar 

w a t e r  t o w e r s ,  e i -ect  pumping machinery lay  wa te r  m a i n s ,  p i p e s  and 

h y d r a n t s ;  t o  f u r n i s h  and  s e l l  wa te r  t o  members of t h e  

c o r p o r a t i o n , p u b l i c  b o d i e s  and loca l  b u s i n e s s e s ,  

d r i n k i n g  and genei*al  farm and domest ic  use and c o l l e c t  payment f o r  

r e n t a l  o r  s a l e  o f  same and doing a l l  t h i n g s  n e c e s s a r y ,  

for- f i i -e  p r o t e c t i o n ,  

conven ien t  and 

i n c i d e n t a l  t h e r e t o .  

ARTICLE V 

SEAL, 

T h i s  c o r p o r a t i o n  s h a l l  have a s e a l ,  which s h a l l  c o n t a i n  t h e  

c o r p o r a t e  naine. Kentucky. and the  words " c o r p o r a t e  s e a l .  " 

ARTICLE VI 

POWERS 

The c o r p o r a t i o n  shall have a l l  powers  p rov ided  by law. 

ARTICLE V I 1  

MEMBERSHIP 

P e r s o n s  may become inembers of  t he  co rpora t -  i on  a s  provided  i n  

t h e  By-Laws. 
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DUHATION 

The coi.1~Ii.a t i on sha 1 1 be of perpetua 1 duration. 

ARTICLE IX 

BOARD OF DIRECTORS 

1. The affairs of this corporation shall be managed by a 

board of seven dii-ectors to be elected by and from the members 

thereof and shall Serve for three years and until their successors 

are elected. 

amendment to these articles. At the first annual election, two 

directors shall I J ~  elected for a terrn of one year; 

shall be elected for a term of two years; three directors shall be 

l ' l l t :  size of the Board may not he changed except by 

two directors 

I elected for a tei-ill of three years. Thereafter, directors shall be 

elected for a term of three years. 

2 .  If the office of any director become vacant by reason of 

death, resignatioll. reLii-emelIk, disqual ificaLion 01- o L l i e ~ - w i s e ,  except 

removal from office, a majority of the remaining directors thought 

not less than a quorum shall, by a majority vote, choose a successor 

who shall 'hold office until the next annual meeting of the members of 

the corporation, at which time the members shall elect a director for 

the unexpired tei'ili, 01- tei-ins. 

3. A rricljority of the Directors must be present at a meeting 

to conduct the business of the corporation. 

4. Until the f.irst annual election and as specified in 

Article I, paragraph 5 ,  the following persons shall be Directors: 
p '%, 
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A DD RES S 

Keith Dinsmoi-e 180 Strawberry Rd. Somerset, Icy. 42501 

Sam Davis Box 84 S. H w y .  27, Tateville, Ky. 42558 

Joe Richards I1 401 Pole Ridge Rd. Somerset, Ky.  42501 

Earnest Stout 1466 S t o u t  Hi1 1 Tatevi 1 le, Ky . 42558 

V.C. Wallace Route 7 Box 96 Sonierse t , I(y . 42501 

Valando Taylor 3572 H w y .  39 Soiiierset, Ky. 42501 

Leamon Colyer 

Joe Crawford 

Bobby C r o w  

4765 H w y .  39 Somerset., Ky . 42501 

777 Stilesville Rcl .  Science Hill, Ky. 42553 

3821 East Coleman Rd. Somerset, Ky. 42501 

5 .  The Board of Directors shall ha've their annual meeting 

after the annual meeting of members hereinafter provided for, at a 

time and place to be designated by the President, and will elected 

from their own nuruher a President, Vice-president, Secretary and 

Treasurer. 

6. The Board of Directors s h a l l  have other meetings as 

provided in the By-Laws .  

ARTICLES X 

MEETINGS 

1. Tne annual meeting of the members o f  this corporation f o r  

the purpose of electing directors and transacting such other business 

as may properly come before it at such time, shall be held on the 2nd 

Monday in April, of each year at the tirne and place specified by the 

Board of Directors, notice of meeting may be by letter sent to each 

member or published i n  paper as per notice for special meeting. 

2 .  Special meetings of the members of this corporation may 
2 --_ 

be called by the President at any time or place within the county 

upon publishing in the newspaper of general circulation for three 



c o n s e c u t i v e  weeks.  With the  f i rs t  i s s u e  t o  r u n  no t  more t h a n  35 days  

p r i o r  t o  t h e  mee t ing  and  the  l a s t  i s s u e  t o  r u n  n o t  l e s s  t h a n  10  days  

p r i o r  t o  t h e  m e e t i n g ,  arid such meet ing s h a l l  be c a l l e d  by him a t  any 

t ime upon w r i t t e n  demand of iiiajor-ity of t h e  d i r e c t o r s  o r  of any t e n  

( 1 0 )  members and i n  c a s e  of his n e g l e c t  o r  r e f u s a l  t o  c a l l  s u c h  

mee t ing ,  which s h a l l  be t he  same a s  though c a l l e d  by t h e  P r e s i d e n t .  

I f ’ t h e  purpose  of the meeting is t o  amend t h e  a r t i c l e s  t h e n  t h e  

n o t i c e  of  mee t ings  s i g n e d  by t h e  S e c r e t a r y  s h a l l  s e t  f o r t h  t h e  

proposed amendment i n  s u b s t a n c e .  Ar t , i c l e s  may be amended by a two 

t h i r d s  v o t e  o f  t h e  iiieriibers p r e s e n t  a t  such  meet ing  o r  v o t i n g  by 

p r o x y .  

ARTICLE X I  

INCORPORATORS 

The names and a d d r e s s e s  of t h e  i n c o r p o r a t o r s  a r e :  

NAME ADDRESS 

K e i t h  Dinsmore 180 S t r awber ry  R d .  Somerse t ,  Ky. 42501  

Sam Davis  

Joe  R i c h a r d s  I1 
-. . 

Box 84 S .  H w y .  27 l ’ a t e v i l l e ,  Ky. 42558 

401  P o l e  Ridge H d .  Somerse t ,  Ky. 42501 

E a r n e s t  S t o u t  1456 S t o u t  H i l l ,  T a t e v i l l e ,  Ky. 42558 

V.C. Wal lace  Route 7 Box 96 Somerse t ,  Ky. 42501 

J o e  Crawf o r d  777 S t i l e s v i l l e  Rd, S c i e n c e  H i l l ,  Ky. 4255 

Bobby Crow 3821 E a s t  Coleman I!d. Somerse t ,  Ky. 42501 

ARTICLES XI1 

BY - IAW S 

The c o r p o r a t i o n  may make and amend By-Laws a t  i ts  p l e a s u r e  
’c. 

th rough i ts  Board of  D i r e c t o r s .  
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IN WITNESS WHEIWJF. we have l ie re to  s u b s c r i b a d  our names t h i s  t h e  
d-y-7 

-- ' L f L - .  
/a' 
/ 

P R E S I D E N T  

--.--_ 

/ J O E  RICHARDS 11 SECRETARY 

b e f o r e  me t h e  u i i~ l e i s igned  Notary Public, i n  and f o r  t h e  s a i d  County, 

persona  1 l y  appeal-ed , &&/&' J ~ , > ~ ~ ~ ~ ~  -- a n c i  J' - -xGJ&& z , 
t o  me know t o  be t.he persons  named i n  and who execu ted  t h e  fo rego ing  

i n s t r u m e n t  and dcknowledge t h a t  t hey  executed  t h e  same a s  t h e i r  

vo 1 u n t a r y  a c t  ai111 deed .  

NOTARY PUBLIC 
MY uomiiss ion expires: ;t/-/y-yL 
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This is a Plan of Merger of South Eastern Water Association, Inc., a Kentucky 

non-profi t corporation, and Barnesburg Water Association, Inc., a Kentucky non-profit 

corporation, prepared pursuant to tlie provisions of KRS 273 "287. Barnesburg Water 

Association, Inc., is sometimes herein referred to as the "acquired corporation." South Eastern 

Water Association is sometinies hereinafter referred to as the "surviving corporation." 

Neither the surviving corporation nor acquired corporation has members entitled 

to vote of the merger. The plan of merger as contained in these articles of merger were approved 

at a meeting of the board or directors of Barnesburg Water Association, Inc., held October 14, 

1996 arid the merger was approved by the Board ofDirectors of South Eastern Water 

Association, Inc., at a board of directors meeting held on October 14, 1996. The plan received 

the unanimous vote of the directors of both corporations in attendance at the meeting and a 

quorum of each board was present at the respective meetings. 

I 

A. TIIE PLAN OF MERGER: 

1. Names: The names of the corporations proposing to be merged are 

South Eastern Water Association, Inc. and Barnesburg Water Association, Tnc. Barnesburg 

Water Association, Inc., tlie acquired corporation, proposes to merge into South Eastern Water 

Association, Inc., t~ie  surviving corporation. 



B. TERMS AND CONDITIONS: 

The terms and conditions of the proposed merger arid the mode of carrying i t  into 

effect are as follows: 

1. , The acquired corporation shall merge into the surviving corporation in a 

manner and with the effect provided by the statutes ofKentucky. 

2. The merger shall be effective as of the date of filing of the Articles of 

Merger with the Kentucky Secretary of State. 

3. On the effective date, the acquired corporation shall merge into the 

surviving corporation, the separate corporate existence of the acquired corporation shall cease, 

and South Eastern Watzr Association, Inc., shall continue as the surviving carporation. The 

address of the surviving corporation of the South Eastern Water Association, Tnc., 147 East 

Somerset Church Road, Somerset, Kentucky 42503. 
i 

4. The surviving corporation shall assume all powers, rights, privileges and 

immunities granted or permitted by law, previously held and adopted by the acquired corporation 

and subject to the duties and liabilities of the corporation organized under the provisions of KRS 

Chapter 273. 

5 .  The assets and liabilities ofthe acquired corporation shall be merge to the 

extent allowed by law, with the exception that outstanding obligations of the acquired corporation 

and the surviving corporation shall continue to be retired from such money and hnds as shall be 

collected from the Facilities operated by each such corporation in the original area served in 

accordance with the terms and provisions ofKRS 74.361(5) as made applicable by KRS 

74.361(9) and the authorizing resolution or indenture under which the outstanding obligations 



were issued, until all of the obligations had been retired by payment, debt consolidation or 

reissuance. 

_--* 

6. The existing Board of Directors of South Eastern Water Association, Inc., 

along with two (2) directors of Barnesburg Water Association, Inc., being the president and vice 

president, shall serve on the board of the surviving corporation until such time as the annual 

eiection of directors to be held no more than two hundred (200) days from the filing of these 

articles. Thereafter, the number and term of the directors shall be governed by the provisions of 

Article VI11 of the bylaws upon proper notice as indicated in the bylaws. The byiaws of South 

Eastern Water Association, Inc. shall be amended accordingly and said amended bylaws shall be 

the bylaws of the surviving corporation. 

C .  BOARD OFDIRECTORS: . 

Until the first annual election of the board of directors as spccificd hcrcin, the 

following persons shall serve as directors: 

Joe Richards, Sr., 

Sam Davis, 

Ernest Stout, 

Joe Richards, 11, 

Virgil C. Wallace, 

Joe Crawford, 

Bobbie Crowe, 

Harvey P helps, 

3735 Rush Branch Road, Somerset, Kentucky 42501 

P. 0. Box 320, Tateville, Kentucky 42558 

230 Stout Hill, Burnside, Kentucky 425 19 

40 1 Poleridge Road, Somerset, Kentucky 42503 

2750 Rush Branch Road, Somerset, Kentucky 42503 

75 I Stylesviile Road, Science Hill, Kentucky 42553 

209 E. Coleman Road, Somerset, Kentucky 42503 

127 1 Old Mt. Vernon Road, Somerset, Kentucky 42503 

Wade Bumgardner, 86 1 Old Mt. Vernon Road, Somerset, Kentucky 42503 
f-- ’. 
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Dane under our hands on this the 14 day of October, 1996. 

DARNESDURG WATER ASSOCIATION, INC. 

BY: - 
/l[Tarvey Pile! , Presideri 

STATE OF KENTUCKY COUNTY OF PUI. 
1, Willard Hansford , Clerk of the Pulaski Cot 

1 ! 3 9 _ 6 ,  the foregoing instrument was pr 
ame, together with this certifi 

U 
Attest: WILLARD HANSFORD, Clerk By 

6’ J 
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EXHIBIT 2 

United States Department of Agriculture 
Rural Development 
Kentucky State Ofice 

January 4: 2010 

Mr. Joe Richards, President 
Southeastern Water Association, Inc. 
PO Box 778 
Somerset, Kentucky 42502 

Dear Mr. Richards: 

This letter establishes conditions which must be understood and agreed to by you before further 
consideration may be given to the application. The loan and grant will be administered on behalf of 
the Rural Utilities Service (RUS) by the State and Area office staff of USDA Rural Development. Any 
changes in project cost, source of funds, scope of services or any other significant changes in the 
project or applicant must be reported to and approved by USDA Rural Development, by written 
amendment to this letter. Any changes not approved by Rural Development shall be cause for 
discontinuing processing of the application. It should also be understood that Rural Development is 
under no obligation to provide additional funds to meet an overrun in construction costs. 

This letter is not to be considered as loan and grant approval or as a representation as to the availability 
of funds. The docket may be completed on the basis of a RUS loan not to exceed $3,995,000; a RUS 
grant not to exceed $1,655,000; and an applicant cash contribution in the amount of $20,000. 

If Rural Development makes the loan, the interest rate will be the lower of the rate in effect at the time 
of loan approval or the rate in effect at the time of loan closing, unless the applicant otherwise chooses. 
The loan will be considered approved on the date a signed copy of Form RD 1940-1, "Request for 
Obligation of Funds," is mailed to you. 

Please complete and return the attached Form RD 1942-46, "Letter of Intent to Meet Conditions:" if 
you desire that further consideration be given to your application. 

The "Letter of Intent to Meet Conditions" must be executed within three weeks from the date of this 
letter or it becomes invalid unless a time extension is granted by Rural Development. 

lf the conditions set forth in this letter are not met within 240 days from the date hereof, Rural 
Development reserves the right to discontinue the processing of the application. 

In signing Form RD 1942-46, "Letter of Intent to Meet Conditions," you are agreeing to complete the 
following as expeditiously as possible: 

771 Corporate Drive - Suite 200 * Lexington. KY 40503 
Phone: (859) 224-7336 - Fax: (859) 224-7344 - TDD. (859) 224-7422 -Web: http://www rurdev usda govlky 

Committed to the future of rural communities 

"LISDA is an equal opportunity provider, employer and lender * 
To file a complaint of discrimination write USDA. Director, Office of Civil Rights, 

1400 independence Avenue, SW, Washington, DC 20250-941 0 
or call (800) 795-3272 (voice) or (202) 720-6382 (TDD) 

http://www
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1. 

2. 

3. 

4. 

5 .  

6. 

Number of Users and Their Contribution: 

There shall be 7,293 water users, of which 7,279 are existing users and 14 are new users 
contributing $7,000 in connection fees toward the cost of the project. The connection fees will 
be collected prior to advertising for construction bids and will be placed in the construction 
account at loan pre-closing, unless spent for authorized purposes prior to loan pre-closing. The 
Area Director will review and authenticate the number of users and amount of connection fees 
prior to advertising for construction bids. 

Grant Agreement: 

Attached is a copy of RTJS Bulletin 1780-12, "Water and Waste System Grant Agreement," for 
your review. You will be required to execute a completed form at the time of grant closing. 

Drug-Free Work Place: 

Prior to grant closing, the Association will be required to execute Form AD- 1049, 
"Certification Regarding Drug-Free Workplace Requirements (Grants) Alternative I - For 
Grantees Other Than Individuals.'' 

Repayment Period: 

The loan will be scheduled for repayment over a period not to exceed 40 years from the date of 
the Promissory Note. Principal payment will not be deferred for a period in excess of two years 
from the date of the Promissory Note. The Association may be required to adopt a 
supplemental payment agreement providing for monthly payments of principal and interest so 
long as the Promissory Note is held or insured by RUS. Monthly payments will be 
approximate amortized installments. 

Recommended Repayment Method: 

Payments on this loan shall be made using the Preauthorized Debit (PAD) payment method. 
This procedure eliminates the need for paper checks and ensures timely receipt of RD loan 
payments. To initiate PAD payments, Form RD 3550-28, "Authorization Agreement for 
Preauthorized Payments," should be signed by the Association to authorize the electronic 
withdrawal of funds from your designated bank account on the exact installment payment due 
date. The Area Director will furnish the necessary forms and further guidance on the PAD 
procedure. 

Reserve Accounts: 

Reserves must be properly budgeted to maintain the financial viability of any operation. 
Reserves are important to fund unanticipated emergency maintenance, pay for repairs, and 
assist with debt service should the need arise. 

The Association will be required to deposit $1,370 per month into a "Funded Debt Reserve 
Account" until the account reaches $164,400. The deposits are to be resumed any time the 
account falls below the $1 64,400. 
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7. 

8. 

9. 

10” 

11.  

The required monthly deposits to the Reserve Account and required Reserve Account levels are 
in addition to the requirements of the Association‘s prior loan resolutions. 

The monthly deposits to the Reserve Account are required to commence with the first month of 
the first full fiscal year after the facility becomes operational. 

The Association also needs to fund an account for short-lived assets by depositing a sum of 
$1,500 monthly to the account. The fwnds in the short-lived asset account may be used by the 
Association as needed to replace or add short-lived assets in the Association’s water system. 

Security Requirements: 

The loan will be secured by a real estate mortgage, a financing statement, and a pledge of gross 
water revenue, in the Loan Resolution and Financing Statement. 

Land Rights and Real Property: 

The Association will be required to furnish satisfactory title, easements, etc., necessary to 
install, maintain and operate the facility to serve the intended users. The pipelines will be on 
private rights-of-way where feasible. Easements and options are to be secured prior to 
advertising for construction bids. 

Organization: 

The Association will be legally organized under applicable KRS, which will permit them to 
perform this service, borrow and repay money. 

Business Operations: 

The Association will be required to operate the system under a well-established set of 
resolutions, rules and regulations. A budget must be established annually and adopted by the 
Association after review by Rural Development. At no later than loan pre-closing, the 
Association will be required to furnish a prior approved management plan to include, as a 
minimum, provisions for management, maintenance, meter reading, miscellaneous services, 
billing, collecting, delayed payment penalties, disconnectheconnect fees, bookkeeping, making 
and delivering required reports and audits. 

Accounts, Records arid Audits: 

The Association will be required to maintain adequate records and accounts and submit annual 
budgets and year-end reports (annual audits) in accordance with subsection 1780.47 of RUS 
Instruction 1780. 

The enclosed audit booklet will be used as a guide for preparation of audits. The Association 
shall be required to submit a copy of its audit agreement for review and concurrence by Rural 
Development prior to pre-closing the loan. 
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12. Accomplish Audits for Years in Which Federal Financial Assistance is Received: 

The Association will accomplish audits in accordance with OMB Circular A-133, during the 
years in which federal hnds  are received. The Association will provide copies of the audits to 
the Area Office and the appropriate Federal cognizant agency as designated by OMB Circular 
A-133. 

13. Insurance and Bonding: 

The following insurance and bonding will be required: 

A. 

B. 

C. 

D. 

E. 

Adequate Liability and Property Damage Insurance including vehicular coverage: 
if applicable, must be obtained and maintained by the Association. The 
Association should obtain amounts of coverage as recommended by its attorney, 
consulting engineer andor insurance provider. 

Worker’s Compensation - The Association will carry worker’s compensation 
insurance for employees in accordance with applicable state laws. 

Fidelity Bond - The Association will provide Fidelity Bond Coverage for all 
persons who have access to funds. Coverage may be provided either for all 
individual positions or persons: or through “blanket” coverage providing 
protection for all appropriate employees andor officials. The amount of coverage 
required for all RUS loans is $71 S,000& 

Real Property Insurance - The Association will obtain and maintain adequate fire 
and extended coverage on all structures including major items of equipment or 
machinery located in the structures. The amounts of coverage should be based on 
recommendations obtained by the Association from its attorney, consulting 
engineer andor insurance provider. Subsurface lift stations do not have to be 
covered except for the value of electrical and pumping equipment therein. 

Flood Insurance - The Association will obtain and maintain adequate coverage on 
any facilities located in special flood and mudslide prone areas. 

14. Planning and Performing Development: 

A. The engineer should not be authorized to commence work on final plans and 
specifications until a determination has been made that the project can be planned 
and constructed within the estimated cost shown in paragraph “24” of this letter. 
The engineer may then proceed to develop final plans and specifications to be 
completed no later than 2 10 days from this date, and prepare bid documents. The 
Area Director is prepared to furnish the necessary guide to follow so as to keep 
the project plans and documents within our guidelines and requirements. The 
project should not be advertised for construction bids until all easements and, 
enforceable options have been obtained, arid total funds are committed or 
available for the proiect. 
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B. The following documents will be submitted to Rural Development for review and 
must be concurred in by Rural Development prior to advertisement for 
construction bids: 

1. 
2. 

3 .  Legal Service Agreements. 
4. Engineering Agreements. 

Final plans, specifications and bid documents. 
Applicant's letter on efforts to encourage small business and minority .- 
owned business participation. 

Revision in these documents will be subject to Rural Development concurrence. 
Any agreements, contracts, etc. not reviewed and approved by Rural 
Development will not be eligible for payment from project fimds or revenues 
from facilities financed by this Agency. 

IS. civil Rights & Equal Opportunity: 

You should be aware of and will be required to comply with other federal statute requirements 
including but not limited to: 

A. Section 504 of the Rehabilitation Act of 1973: 

Under Section 504 of the Rehabilitation Act of 1973, as amended (29 IJ,S.C. 
794), no handicapped individual in the United States shall, solely by reason of 
their handicap, be excluded from participation in, be denied the benefits of, or be 
subjected to discrimination under any program or activity receiving Rural 
Development financial assistance. 

B. Civil Rights Act of 1964: 

All borrowers are subject to, and facilities must be operated in accordance with, 
Title VT of the Civil Rights Act of 1964 (42 U.S.C. 2000d et seq.) and Subpart E 
of Part 1901 of this Title, particularly as it relates to conducting and reporting of 
compliance reviews. Instruments of conveyance for loans anNor grants subject to 
the Act must contain the covenant required by paragraph 1901.202(e) of this Title. 

C. The Americans with Disabilities Act (ADA) of 1990: 

This Act (42 1J.S.C. 12101 et seq.) prohibits discrimination on the basis of 
disability in employment, state and local government services, public 
transportation, public accommodations, facilities, and telecommunications. Title 
I1 of the Act applies to facilities operated by state and local public entities that 
provide services, programs, and activities. Title 111 of the Act applies to facilities 
owned, leased, or operated by private entities that accommodate the public. 

D. Ape Discrimination Act of 1975: 

This Act (42 TJ.S.C. 6101 et seq.) provides that no person in the United States 
shall, on the basis of age, be excluded from participation in, be denied the benefits 
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of, or be subjected to discrimination under any program or activity receiving 
federal financial assistance. 

Rural Development financial programs must be extended without regard to race, color, religion, 
sex, national origin, marital status, age, or physical or mental handicap. 

16. 

17. 

18. 

19. 

20. 

Closing Instructions: 

The Office of General Counsel, our Regional Attorney, will be required to write closing 
instructions in connection with this loan. Conditions listed therein must be met by the 
Association. 

Compliance with Special Laws and Regulations: 

The Association will be required to conform to any and all state and local laws and regulations 
affecting this type project. 

System Operator: 

The Association is reminded that the system operator must have an Operator’s Certificate 
issued by the State. 

Prior to Pre-Closing the Loan, the Association Will Be Required to Adopt: 

A. Form Rn 1942-8, “Resolution of Members or Stockholders.” 

B. Form RUS Bulletin 1780-28, “Loan Resolution Security Agreement.” 

C. Form Rn 400-1, “Equal Opportunity Agreement.” 

D. Form RD 400-4, “Assurance Agreement.” 

E. Form AD-I 047, “Certification Regarding Debarment‘ Suspension, and Other 
Responsibility Matters - Primary Covered Transaction.” 

F. Form Rn 191 0-1 1 , “Applicant Certification Federal Collection Policies for 
Consumer or Commercial Debts.” 

G. RD Instruction 1940-Q, Exhibit A-1 , “Certification for Contracts, Grants and 
Loans.” 

H. RUS Bulletin 1780-22, “Eligibility Certification.” 

Refinancing and Graduation Requirements: 

The Association is reminded that if at any time it shall appear to the Government that the 
Association is able to refinance the amount of the RUS indebtedness then outstanding, in whole 
or in part, by obtaining a loan from commercial sources at reasonable rates and terms, upon the 
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request of the Government, the Association will apply for and accept such loan in sufficient 
amount to repay the Government. 

Commercial Interim Financing: 

The Association will be required to use commercial interim financing for the project during 
construction for the RUS loan portion of the financing, if available at reasonable rates and 
terms. 

Before the loan is closed, the Association will be required to provide Rural Development with 
statements from the contractor, engineer and attorneys that they have been paid to date in 
accordance with their contract or other agreements and, in the case of the contractor: that he has 
paid his suppliers and sub-contractors. 

Disbursement of Proiect Funds: 

A construction account for the purpose of disbursement of project funds (RTJS) will be 
established by the Association prior to start of construction. The position of officials entrusted 
with the receipt and disbursement of RUS project fimds will be covered by a "Fidelity Bond," 
with USDA Rural Development as Co-Obligee, in the amount of constniction h n d s  on hand at 
any one time during the construction phase. 

For each "construction account'' as established, if the amount of RUS loan and grant funds plus 
any applicant contributions or h d s  from other sources to be deposited into the account are 
expected to exceed $1 00,000 at any time: the financial institution will secure the amount in 
excess of $1 00:000 by pledging collateral with the Federal Reserve Bank in an amount not less 
than the excess in accordance with 7 CFR, 1902.7(a). 

During construction: the Association shall disburse project hnds  in a manner consistent with 
subsection 1780.76 (e) of RTJS Instruction 1780. Form RD 1924- 18, "Partial Payment 
Estimate:" or similar form approved by Rural Development, shall be used for the purpose of 
documenting periodic construction estimates, and shall be submitted to Rural Development for 
review and acceptance. Prior to disbursement of fimds by the Association, the Board of 
Directors shall review and approve each payment estimate. All bills and vouchers must be 
approved by Rural Development prior to payment by the Association. 

Form RD 440- 1 1 , "Estimate of Funds Needed for 30-Day Period Commencing 
be prepared by the Association and submitted to Rural Development in order that a periodic 
advance of federal cash may be requested. 

," will 

Borrowers receiving federal loan and/or grant h n d s  by EFT will have h n d s  directly deposited 
to a specified account at a financial institution with fimds being available to the recipient on the 
date of payment. The borrower should complete Form SF-3881 , "Electronic Funds Transfer 
Payment Enrollment Form," for each account where fimds will be electronically received. The 
completed form(s) must be received by Rural Development at least thirty (30) days prior to the 
first advance of funds. 

Monthly audits of the Association's construction account records shall be made by Rural 
Development. 
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23. Disbursement of Grant Funds: 

The RUS funds will be advanced as they are needed in the amount(s) necessary to cover the 
RUS proportionate share of obligations due and payable by the Association. Grant funds, upon 
receipt, must be deposited in an interest bearing account in accordance with 7 CFR part 3019 
(as applicable). Interest earned on grant funds in excess of $250 (as applicable) per year will be 
submitted to RUS at least quarterly. 

24. Cost of Facility: 

Breakdown of Costs: 

Development $ 4,486,700 
Land and Rights 20,500 
Legal 10,000 
Engineering 469,000 
Interest 150,000 
Other: Environmental & Administrative 84,600 
Contingencies 449,200 

TOTAL $ 5,670,000 

Financing: 

RUS Loan $ 3,995,000 
RLJS Grant I ,6SS:OOO 
Applicant ContributiodConnection Fees 20,000 

TOTAL $ 5,670,000 

25. Use of Remaining Project Funds: 

The applicant contribution and connection fees shall be considered as the first funds expended. 
After providing for all authorized costs, any remaining project funds will be considered to be 
RTJS grant funds and refunded in proportion to participation in the prqject. If the amount of 
unused project funds exceeds the grants, that part would be RUS loan funds. 

26. Proposed Operatinp Budpet: 

You will be required to submit to Rural Development a copy of your proposed annual operating 
budget that supports the proposed loan repayment prior to this agency giving you written 
authorization to proceed with the bidding phase. The operating budget should be based on a 
typical year cash flow, subject to completion of this project in the first full year of operation. 
Form RD 442-7, Operating Budget, or similar form may be utilized for this purpose. 

27. Rates and Charges: 

Rates and charges for facilities and services rendered by the Association must be at least 
adequate to meet cost of maintaining, repairing and operating the water system and meeting 



Southeastern Water Association Page 9 

required principal and interest payments and the required deposits to debt service and/or 
depreciation reserve. 

Water rates will be at least: 

First 2,000 gallons @ $ 23.25. - Minimum Bill. 
All Over 2,000 gallons @ $ 9.95. - per 1,000 gallons. 

All wholesale sales will be at the rate of $2.74 per 1,000 gallons. 

Water Purchase ,Contract: 

The Association will submit a Water Purchase Contract for approval by Rural Development 
before advertising for construction bids. If the contract is not on Form RD 442-30, "Water 
Purchase Contract," the contract will require approval by our Regional Attorney. The contract 
must meet the requirements of subsection 1780.62 of RTJS Instruction 1780. 

Compliance with the Bioterrorism Act: 

Prior to pre-closing, the Association will provide a certification they have completed a 
Vulnerability Assessment (VA) and prepared an emergency response plan (ERP) as required by 
the Safe Drinking Water Act (SDWA). 

Floodplain Construction: 

The Association will be required to pass and adopt a Resolution or amend its By-Laws whereby 
the Association will deny any water service to any hture customer wishing to build on or 
develop property located within a designated floodplain. If a customer or developer requests 
service for constniction in a designated floodplain, the customer or developer must provide 
evidence and a justification for approval by the Association and Rural Development officials 
that there are no other alternatives to construction or development within the designated 
floodplain. The community must be a participant in the National Flood Insurance Program 
(NFIP) and the customer or developer must obtain the required permits prior to the tap on 
restrictions being waived. 

Division of Water (DOW) Health & Sanitary Certification: 

The Median Household Income (MHI) for the Association's service area qualifies this project 
for the poverty interest rate. A certification from the Division of Water stating this pmject will 
remove a health or sanitary problem will be required. This certification must be obtained prior 
to loan pre-closing. 

Mitigation Measures: 

A. The project shall be in compliance with all requirements noted in the Governor's 
Office for Local Development letter dated May 18,2009, from Ms. Lee Nalley. 

B. The line design and construction shall be accomplished in a way that will leave 
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flood plains and farmland without effect after construction is complete. The 
Army Corps of Engineers Nationwide Permit No. 12 applies to all floodplain and 
wetland utility line construction. 

C. Any excavation by Contractor that uncovers a historical or archaeological artifact 
shall be immediately reported to Owner and a representative of Agency. 
Construction shall be temporarily halted pending the notification process and 
further directions issued by Agency after consultation with the State Historic 
Preservation Officer (SHPO). 

D. The design and construction shall be in compliance with all local, state and 
federal environmental statutes, regulations and executive orders applicable to the 
project. 

E. Best Management Practices shall be incorporated into the project design, 
construction; and maintenance. 

33. American Recovery and Reinvestment Act of 2009 ("Recovery Act"). 

Recovery Act requirements apply to this financing. In addition to the other conditions 
contained in this Letter of Conditions, you must understand and agree to these following 
conditions specific to the Recovery Act: 

A. Certifications. With respect to Recovery Act funds made available to State or local 
governments for infrastructure investments, Section 15 I I of the Recovery Act requires 
the Governor, mayor or other chief executive, as appropriate; to certify that the 
infrastructure investment has been properly approved as required by law and that the 
chief executive accepts responsibility that the infrastructure investment is an appropriate 
use of taxpayer dollars. RD Water and Waste personnel will provide specific guidance 
on the information required in the certification. 

B. Reports on Use of Funds. Section 15 12 of the Recovery Act requires each recipient 
receiving Recovery Act funding to provide specific information to the government on a 
periodic basis for inclusion in various internal and publicly-available reports. RD 
Water and Waste Program personnel will provide specific guidance on the type and 
frequency of information required to assist Recovery Act recipients in complying with 
this condition. 

C. @uy American. Section 1605 of the Recovery Act requires that all projects financed 
with Recovery Act funds be bid and constructed using only iron, steel and manufactured 
goods produced in the United States in accordance with Section 1605 of the Recovery 
Act. Specific guidance, including contract provisions to be included in any construction 
contracts, is being formulated and drafted as of the date of this Letter of Conditions. 
RD Water and Waste Program personnel will provide specific guidance related to this 
condition as soon as it is available. 

D. &age Rate Requirements. Section 1606 of the Recovery Act requires that all laborers 
and mechanics employed by contractors and subcontractors for the project will be paid 
wages at rates not less than those prevailing on projects of a character similar in the 
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locality where this project will occur. Specific guidance, including contract provisions 
to be included in any construction or otherwise related contracts, is being formulated 
and drafted as of the date of this Letter of Conditions. RD Water and Waste Program 
personnel will provide specific guidance related to this condition as soon as it is 
available. 

Compliance with the conditions in this section is required for financing under the 
Recovery Act. However, these conditions are not substitutes for, or in lieu of, the remaining 
conditions contained in this Letter of Conditions. Each of the conditions in this Letter of 
Conditions must also be understood and complied with to receive financing for your project. 

34. Final Approval Conditions: 

Final approval of this assistance will depend on your willingness, with the assistance of all your 
co-workers, to meet the conditions of this letter in an orderly and systematic manner. Then too, 
final approval will depend on funds being available. 

If you desire to proceed with your application, the Area Director will allot a reasonable portion of time 
to provide guidance in application processing. 

Sincerely, 

State Director 

Enclosures 

cc: Area Director - London, Kentucky 
Lake Cumberland ADD - Russell Springs, Kentucky 
Bruce Orwin - Somerset, Kentucky 
Kenvirons - Frankfort, Kentucky 
PSC - ATTN: Dennis Jones - Frankfort, Kentucky 
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EXHIBIT 3 

United States Department of Agriculture 
Rural Development 
Kentucky State Office 

November 18,2010 

Mr. Joe Richards, President 
Southeastern Water Association, Inc. 
PO Box 778 
Somerset, Kentucky 42502 

Re: Letter of Conditions Dated January 4,201 0 

Dear Mr. Richards: 

This letter shall serve as Amendment No. 1 to the Letter of Conditions dated 1/4/10. The purpose of 
this amendment is to revise the rates and charges. 

Paragraph numbered “27” is revised to read as follows: 

“ 27. Rates and Charges: 

Rates and charges for facilities and services rendered by the Association must be at least 
adequate to meet cost of maintaining, repairing and operating the water system and 
meeting required principal and interest payments and the required deposits to debt service 
and/or depreciation reserve. 

Water rates will be at least: 

5/8 x 314 Inch: 
First 2,000 gallons @ $ 23.25. - Minirn~m Bill. 
All Over 2,000 gallons @ $ 9.95. - per 1,000 gallons. 

1 Inch: 
First 5,000 gallans @ $ 53.10. - Minimum Bill. 
All Over 5,000 gallons @ $ 9.95. - per 1,000 gallons. 

1 1/2 Inch: 
First 10,000 gallons @ $ 102.85. - Minixnum Bill. 
All Over 10,000 gallons @ $ 9.95. - per 1,000 gallons. 

771 Corporate Drive * Suite 200 - Lexh’@on. KY 40503 
Phone: (859) 2244336 Fax: (859) 224-7344 TDD: (859) 224-7422 Web h t tp : / /w  rureievmda gov/ky 

Committed to the future of rural communities. 

“USDA is an equal opportunity provider, employer and lender ” 
To file a complaint of discrimination write USDA, Director, Ofice of Civil Rights, 

1400 Independence Avenue, SW, Washington, DC 20250-941 0 
or call (800) 795-3272 (voice) or (202) 720-6382 (TDD). 

http://w


Southeastern Water Association, Inc. Page 2 

2 Inch: 
First 20,000 gallons @ $ 202.35. - Minimurn Bill. 
All Over 20,000 gallons @ $ 9.95. - per 1,000 gallons. 
3 Inch: 
First 30,000 gallons @ $ 301 -85. - Minimum Bill. 
All Over 30,000 gallons @ $ 9.95. - per 1,000 gallons. 

4 Inch: 
First 50,000 gallons @ $ 500.85. - Minimum Bill. 
All Over 50,000 gallons @ $ 9.95. - per 1,000 gallons. 

6 Inch: 
First 100,000 gallons @ $ 998.35. - Minimurn Bill. 
All Over 100,000 gallons @ $ 9.95. - per 1,000 gallons. 

All Wholesale rates will be according to existing contracts and amendments to those 
contracts.” 

All other provisions of the referenced Letter of Conditions remain in full force and unchanged. 

Sincerely, 

State Director 

cc: Area Director - London, Kentucky 
Lake Cumberland ADD - Russell Springs, Kentucky 
D. Bruce Orwin - Somerset, Kentucky 
Kenvirons - Frankfort, Kentucky 
PSC - ATTN: Dennis Jones - Frankfort, Kenfwky 
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INTRODUCTION 

The potable water supply for the eastern half of Pulaski County was initially 
provided by four water utilities beginning in the latter part of the 1960s. The 
water providers were Nelson Valley, Elihu-Rush Branch, Tateville and 
Barnesburg Water Associations. Customer growth and system expansion has 
been significant over the years for all four utilities. The Public Service 
Commission, in recognition of the advantages of consolidated operation, sought 
a merger of these four entities into one water association. The merger was 
accomplished in 1996 consolidating the four utilities into the Southeastern Water 
Association. The service rates were revised from four separate rates to one 
system-wide rate. SEWA now operates from a new office facility on East 
Somerset Church Road. 

GEOGRAPHIC LOCATION 

Pulaski County is located in southcentral part of Kentucky. The county seat is 
Somerset which is located near the geographical center of the county. The water 
association’s service area presently comprises the territory from the northern 
Pulaski-Lincoln County boundary around the east side of Somerset including the 
eastern half of the county to the southern boundary with McCreary County. 
Figure 1 shows the location of the county. 

PROJECT NEED 

The only sources of water available to county residents are wells, springs and 
cisterns. Widespread contamination of wells and springs has been thoroughly 
documented. Over seventy percent of wells tested in the association’s service 
area have been judged unfit for human consumption. The health and welfare of 
the county residents depend on a good water supply. Extension of the 
association’s facilities throughout the county is the only source of potable water 
available. Extensions of water lines into presently unserviced areas will abate an 
existing potential health hazard. 

There are some specific areas in the merged service area that currently 
experience low pressures. In some cases the tanks were not constructed to an 
appropriate elevation to allow drawdown and offset friction losses during high 
demand periods. In some instances, due to customer growth and resulting 
increased demands, the system is incapable of delivering water in the required 
quantities at the required pressures. Pipeline reinforcements are needed in 
specific areas in order for the association to continue providing good and reliable 
services. 

It has been six years since the four utilities have merged into the Southeastern 
Water Association. There has been a tremendous improvement in the operation, 
service and financial integrity of the merged utility relative to the previously 
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separate utilities. SEWA is presently attempting to extend service into the 
unserved areas of Pulaski County and reinforce the weak points in the system. 
Low interest loans and grants are desperately needed to accomplish this 
objective. 

ALTERNATIVE SOURCES 

The City of Somerset is the regional provider of treated water in Pulaski County. 
The raw water source is Lake Cumberland which is virtually unlimited in quantity 
and excellent in quality. SEWA purchases all of its treated water from Somerset. 
There is no other source of treated water and SEWA is the only source for 
distributing water throughout the eastern portion of the county. 

EXISTING FACILITIES 

The existing facilities consist of approximately: 

I. 500 miles of water lines in sizes 3-inch through 8-inch. 

2. Storage Tanks 
Elevated (4) 300,000 gallons 
Ground (6) 800,000 gallons 
Standpipe (2) 500,000 gallons 

Total Storage 1,600,000 gallons 

3. Pump Stations 
(I) 400 gpm; (3) 100 gpm; (2) 75 gpm; (1 ) 160 gpm; (2) 90 gpm 

4. Phase 3 extensions project is currently under construction with completion 
anticipated in September, 2008. This project will add forty (40) miles of 
pipeline in sizes 3-inch through 8-inch; a 100,000 gallon elevated tank; 
booster pumping station (60 GPM); hydropneumatic booster pump station. 

5. A project, funded with a state grant is scheduled for construction completion 
in October, 2008, consists of 8-inch and 6-inch pipeline along KY 80 replacing 
and old troublesome 6-inch PVC pipeline; extension and hydropneumatic 
pump station on Grundy Woods Road; extension on Mize Cemetery Road. 

SEWA purchases all of its water from Somerset at a rate of $2.00 per thousand 
gallons. The SEWA is the merger result of four water utilities and the system is 
widespread over a major part of one of the largest counties in the state. The 
condition of all aspects of the system is not fully known. The continued efforts of 
the management since the merger have greatly enhanced the efficiency and 
reliability of this large system. Generally, the system appears to be in good 
physical condition. The system contains inordinately large quantities of 4-inch 
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and 3-inch lines. Customer growth with the attendant increased demand is 
severely stressing the capacity of these small lines in some areas. System 
reinforcements are presently needed and will become increasingly necessary in 
the  future. 
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PROPOSED FACILITIES 

There were several line extensions, into presently unserved areas, that were 
investigated including house counts. There are also some problem areas in the 
existing system that need immediate attention. The cost of correcting the 
problem areas and extending all of the new lines is approximately $7,000,000 
and beyond the practical scope of funding. Consequently, the capital 
improvements program will need to be done in phases. The extent of the 
facilities improvements and extensions is limited by funding allocations. The 
primary objective is to correct the existing problem areas and, if there are monies 
left, to extend water service into presently unserved areas. Priority will be given 
to extensions into unserved areas that will also alleviate a problem or render a 
better operation. There are locations in the SEWA system service area that are 
at elevations above the existing storage tanks. This project addresses two (2) of 
those areas. 

1. Cannonball Road traverses along one of those high elevation ridges. This 
project contains a pump station and storage tank set at an elevation that will 
provide service to this area of high elevation. More importantly, the 
transmission main along James Road will be supplied directly from 
Somerset’s 16-inch main on KY 80 and pumped into the proposed tank. 
These facilities will serve a much broader area of the system. The Dahl-Elrod 
pump station and tank provide water to the entire eastern region of the 
system. The proposed facilities will relieve the Dahl-Elrod facilities of a 
significant demand load. The proposed tank will also render obsolete a 
hydropneumatic booster station that serves Grundy Woods. The proposed 
project will provide service to thirteen (13) residences and the Camp Victory 
Church Camp which houses approximately 200 persons during the summer. 

The proposed facilities consist of the following: 

Tie-in to Somerset’s 16-inch main on KY 80 with an 8-inch pipeline and 
extending along James Road and Cannonball Road for approximately 
15,000 LF to a new 300,000 gallon elevated storage tank. A booster 
pump station is proposed near the intersection of James Road and KY 
692. 

Extend from the existing 4-inch pipeline on Cannonball Road for a 
distance of approximately 7,300 LF. 

Extend from Cannonball Road approximately 5,000 LF down Flat Rock 
Road and Camp Victory Road to the Camp Victory church camp. 

Hwy 39 area north from Somerset is serviced exclusively through a 
system of 3 and 4-inch pipelines. The ground elevations increase almost 200 
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feet from Somerset to the Bandy area and the Lincoln County line. 
Southeastern Water Association serves customers in Lincoln County 
immediately across the county line. These areas in northern Pulaski County 
and Lincoln County contiguous to Hwy 39 and referenced herein as the 
Bandy area have experienced low pressures for several years. The proposed 
pipeline reinforcements, storage tank and pump station will alleviate the long 
occurring problems in this area. 

A new school is presently proposed at the intersection of Coleman Road and 
Hwy 39. The present system cannot provide the required fire flow 
requirements. The installation of the Bandy project will relieve the operational 
hydraulics in this area and allow a fire flow provision of approximately 700 
GPM at the school site as long as the Bandy pump is not operating. 

The proposed Bandy facilities consists of the following: 

2.1 An 8-inch reinforcement pipeline extending north approximately 32,000 
LF along Hwy 39 from the terminus of the existing 8-inch pipeline at 
Coleman Road to Ocalo Road and 6-inch pipeline, approximately 30,000 
LF, extending form Ocalo Road to Hwy 70 and along Wwy 70. 

2.2 A 100,000 gallon elevated storage tank and booster pump station. 

The opinion of probable construction cost for the combined James Road and 
Bandy project is shown in Exhibit 1. The opinion of probable project cost is 
$5,670,000 as summarized in Exhibit 2. 

If monies are left after the improvements and extensions in the initially proposed 
project are completed, line extensions will be installed until the funds are fully 
utilized. The availability of funds will dictate whether these extensions, in part or 
entirety, can be done in this phase. 

The maps bound in this report show the facilities proposed in this project. 

WATER SYSTEM OPERATION 

Preliminary hydraulic analysis utilizing computer modeling has been done to 
determine line sizes and need for other hydraulic elements. The system was 
designed and sized to meet the anticipated peak demand conditions and to allow 
for normal growth. The maps in the back of this report show all water lines 
recommended as a part of this construction project. The system has been 
designed so that water pressures at the meters of individual customers will not 
be less than 30 psi at peak flow conditions. Where static pressures exceed I 5 0  
psi, individual pressure regulators will be required to protect fixtures from high 
pressure, 
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Storage tanks are used in the water system to stabilize the pressure throughout 
the system, to provide sufficient water to take care of instantaneous peak 
requirements, to provide water in the event of temporary failure of the source and 
to provide water during peak days if the water demand exceeds the capacity of 
the source. The tanks must be of sufficient elevation to maintain a minimum of 
30 psi pressure in the zone they serve and to provide for at least a one day water 
requirement under average conditions. 
The existing tanks are filled by pumping stations equipped with duplicate pumps 
which run alternately. 

Pumps are designed to maintain an operating level in the tanks about 10 to 12 
feet lower than the overflow level of the tanks. This requires pumping to begin 
when the water level in the tanks drop to the operating level; pumping stops 
when the tanks are refilled to the overflow level. This procedure provides 
adequate pressure stabilization of the system. The Supervisory Control and 
Data Acquisition (SCADA) computer operated radio telemetry facilities provide 
system-wide control and operational information for all pumps and tanks. 

LAND, WATER AND OTHER RIGHTS AND PERMITS 

Land 

There is one (1) tank and two (2) pump stations in this project for which land will 
need to be acquired. 

Water 

SEWA purchases all of its water from Somerset at a rate of $2.00 per thousand 
gallons. The estimated demand for the 13 potential customers located along the 
proposed extensions is 3,600 GPD. The Somerset treatment capacity is 
adequate to provide the additional demand proposed in this project. 

Other Righfs and Permits 

The majority of all transmission mains will be laid on private property. This will 
require both a permanent easement and a temporary construction easement; 
both are usually combined on one easement form. A description of the 
easements necessary will be prepared by the engineer. From these 
descriptions, the attorney will prepare the easement and right-of-way documents. 
SEWA will then be responsible for obtaining the signatures of property owners, 
conveying these easements. If for any unforeseen reason private easements 
cannot be obtained, water mains may be constructed on highway rights-of-way. 
A permit for this type of construction must be obtained from the affected highway 
department (either state or county). This permit can be incorporated into the 
permit necessary for line crossings of highways. 
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If U.S. Forest land is encountered, a permit from the U.S. Forest Service will be 
required for pipeline construction through Forest Service land. The engineer will 
assist in the acquisition of this permit. 

Several other permits and approvals will be necessary before completion of the 
project. Among these are: Kentucky Division of Water; a permit for stream 
crossing from the Kentucky Department for Natural Resources and 
Environmental Protection; Kentucky Public Service Commission; and the U.S. 
Army Corps of Engineers for stream crossings. The District’s attorney, engineer 
and the Rural Development county supervisor will advise and assist in procuring 
the necessary and proper permits and approvals. 

PROJECT FUNDING 

The scope and cost of this project will require several funding sources. A Rural 
Development loan and grant will be requested. Application will be submitted to 
the Appalachian Regional Commission for a grant from that agency if available. 
State grant funds will also be requested. 
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XHlBlT 2 

SOUTHEASTERN WATER ASSOCIATION 
JAMES ROAD AND BANDY AREAS 

OPINION OF PROBABLE PROJECT COSTS AND FUNDING 

PROJECT COST 

Total Construction Cost 
Co nti ng e n cy 
Engineering 
Inspection 
Geotechnical 
Environmental 
Local Counsel 
PSC Submittal 
Land and Rights 
Capitalized Interest 
Ad m in ist ra ti on 

$4,486,700.00 
449,200.00 
307,100.00 
162,000.00 

12,000.00 
20,000.00 
1 0,000.00 
2,500.00 

20,500.00 
150,000.00 
50,000.00 

TOTAL PROJECT COST $5,670,000.00 

PROJECT FUNDING 

RD Loan 
RD Grant 
Owner Contribution 

$3,955,000.00 
1,695,000.00 

20,000.00 

TOTAL PROJECT FUNDING $5,670,000.00 

NOTE: Specific funding is to be arranged. The funding mix is an estimate. 
Grant amounts will be based on availability. 
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XHlBiT 3 

SOUTHEASTERN WATER ASSOCIATION 
EXISTING REVENUE REQUIREMENT 

(PSC REPORT, 2008) 

I. OPERATING & MAINTENANCE 

Water Supply (Purchased Water) 
Power for Pumping 
Water Treatment 
Transmission & Distribution 
Customer Accounts 
Administration & General 
Taxes 

2. DEBT SERVICE 

2.1 GECC Notes 
2.2 RD Notes 

$1,288,938 
75,369 

9,546 
242,510 
360,138 
41 8,166 

27,496 
$2,422,163 

$31,275 
455,619 

$486,894 

3. DEBT SERVICE COVERAGE 

$486,894 X 0.1 0 = $48,689 

4. DEPRECIATION $557,773 

TOTAL EX/S T/NG REVENUE REQUIREMENT $3,51 5, 51 9 

- . ~  Note: General Customer Sales for 2008 = $2,537,688 

$3,515,519-$17,872 - $88,948 
Existing Rate Increase required = = I .34 or 34% 

$2,537,688 
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XHlBlT 4 

ADJUSTMENTS To 2008 EXPENSES 

1. COST FOR ADDED CUSTOMERS 

1. ADDED CUSTOMERS 
Customer Count at August, 2009 
Avg. Customer Count during 2008 

ADDITIONAL CUSTOMERS 

A. Purchased Water: 
220 cust. x 3.5 gallmo. x 12 -+ 0.85 = 

Cost: 10,870 x $2.00 = 
B. Pumping: 10,870 x $0.10 = 
C. Trans. & Dist.: 73 inch-miles x $100.00 

(Phase 3) 
D. Customer Accounts: 220 cust. x $50.00 
E. Admin. R General: 220 x $40.00 

TOTAL EXPENSES FOR ADDED CUSTOMERS 

11. EXISTING EXPENSES 
1. HEALTH INSURANCE 

$1 2,000 per year increase = $1 2,000 
Annualized to 201 1 = 3 x $12,000 

2. SALARY INCREASES 
2008 to 201 I at 3% per year 

FICA @ 7.65% 
$316,000 (201 I) - $289,381 (2008) = 

ADJUSTMENTS TO 2002 EXPENSES 

TOTAL AD J U STM ENTS 

7,461 
7,241 

220 

10,870 M Gals. 

$21,740 
1,087 
7,300 

1 1,000 
I,, 8,800 

$49,927 

$36,000 

$26,619 
2,036 

$28,655 

$84,184 

$1 14,582 
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OPINION OF PROBABLE 

Annual Revenue Requirement 
FOR 

2009 PHASE 4 Project 

1. 0 & M EXPENSES 

I .I 

1.2 

I .3 

1.4 

I .5 

1.6 

Purchased Water 
14 cust. x 3,500 gal/mo x 12 + 0.85 = 691,764 gals. 
Cost = 691.8 x $2.00 

Pumping: 691.7 x $0.10 

Transmission & Distribution 
$1 00/inch-mile x 66 inch-miles 

Customer Accou nts 
$50/customer x 14 

General & Administration 
$4O/customer x 14 

Water Treatment 
TOTALO&MEXPENSES 

$1,384 

692 

6,600 

700 

560 

200 
$1 0,136 

2. DEBT SERVICE 

2.1 $3,955,000 @ 4.5% for 38 yrs. 
$3,955,000 x .05551 21 9,542 

2.2 Coverage: $219,542 x . I O  21,954 

3. DEPRECIATION 
$4,486,000 + 50 yrs. = 89,700 

TOTAL REVENUE REQUIREMENT $341,332 
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XHlBlT 6 

PRO FORMA REVENUE REQUIREMENT 

OPERATING & MAINTENANCE 
Water Supply 
Power for Pumping 
Water Treatment 
Trans. & Dist. 
Customer Accounts 
Admin. & General 
Taxes 
I nsu rance 
Salary Increase 

2. DEBT SERVICE 
RD: Principal 

Interest 
GECC: Principal 

Interest 

3. DEBT SERVICE COVERAGE 

TOTALS 

4. DEPRECIATION 

TOTAL INCLUDING DEPRECIATION 

EXISTING 
(EX. 3) 

$1,288,938 
75,369 

9,546 
242,510 
360,138 
41 8,166 

27,496 
--- 
--- 

$2,422,163 

$98,229 
300,148 

14,804 
16,471 

$429,652 

$42,965 

$2,894,780 

$557,773 

$3,452,553 

201 I 
PRO FORMA 

ADJUSTMENTS PHASE 4 REVENUE 
TO 2008 PROJECT REQUIREMENT 
(EX. 4) (Ex. 5) 

$21,740 
1,087 

7,300 
11,000 
8,800 

36,000 
28,655 

$1 14,582 

--- 

--- 

$1,384 
692 
200 

6,600 
700 
560 
--- 
--- 
--- 

$10,136 

$29,330 (I) $41,567 
120,487 177,975 

I ,715 --- 

$149,817 $21 9,542 

_...- (-) I ,715 

$14,982 (') $21,954 

$279,381 $251,632 

$89,700 --- 

$279,381 $341,332 

(') Phase 3 Extensions (Principal and Interest payment begins) 

$1,312,062 
77,148 

9,746 
256,410 
371,838 
427,526 

27,496 
36,000 
28,655 

$2,546,88 1 

$1 69,126 
598,610 

16,519 
14,756 

$799,01 I 

$79,901 

$3,425,793 

$647,473 

$4,073,266 
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BILLING ANALYSIS 

BILLS GALLONS 

First 2000 Gallons 32,545 26,519 
Over 2000 Gallons 54,347 - 293,354 

86,892 31 9,873 

Burnside 

First 2000 
Over 2000 

Burnside 
TOTAL SALES 

_I- 12 7,355 
86,904 333,539 

BILLS GALLONS 

184,660 
86,892 --- 

CONFIRMATION OF BILLING ANALYSIS 

7,355 

2008 Annual 
Report 

Water Sales to General 
Customers $2,537,688 
Gallons Sold to General 
Customers 31 9,873,000 
Average Customer Count 7,241 

FIRST 2000 OVER 2000 

108,694 184,660 
135,213 184,660 

26,519 

2002 GENERAL 
EXIST. RATE CUST. SALES 

15.50 $1,346,826 
6.50 1,200,290 

$2,547,116 
2.43 17,873 

$2,564,989 

Adjusted B i I I i ng 
Analysis 

$2,547,116 

31 9,873,000 
7,241 

Percentage 
Difference 

0.37 

0.00 
0.00 
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REVENUES WITH EXISTING RATES 

1. Existing General Customers (2008) $2,537,688 

2. Customers Added to Existing System (See Ex. 4) 
220 cust. x $25.25 x 12 mo. = 66,660 

3. Burnside (2008) 17,872 

4. Other Water Revenues (2008) 88,948 

TOTAL REVENUES $2,711 ,I 68 

Pro Forma Revenue Requirement (Ex. 9) $4,073,266 

4,073,266 - 17,872 - 88,948 Rate Increase Required = = 1.53 or 53% 
2,537,688 +66,660 
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EXHIBIT 

RATE ADJUSTMENT 
AND 

PROJECTED WATER SALES REVENUES 

PHASE 4 Percent 
Existing Rate Proposed Rate Increase 

First 2000 Gal. $15.50 (min.) $23.25 (min.) 50.0% 
Over 2000 Gal. 6.50 per 1000 gals. 9.95 per 1000 gals. 53.0?40 
Avg. Bill of 3500 gal.$25.25 

PROJECTED REVENUES 

I. Existing 2008 Customers 

First 2000 Gal. 86,892 
Over 2000 Gal. 

I. Burnside 
7,355 x $2.74 

$38.18 51 .O% 

Gallons Proposed Rate Projected 
Water Sales 

23.25 (min.) $ 2,020,239 
184,660 9.95 per 1000 gals. 1,,837,367, 
TOTAL $ 3,857,606 

2. Added Customers to Existing System 
220 cust. x $38.18 x 12 

3. Proposed Phase 4 
System Extensions: 14 cust. x $38.1 8 x 12 

TOTAL PROJECTED WATER SALES REVENUES 

$ 20,153 

$ 100,795 

$ 6,414 

$ 3,984,968 
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CASH FLOW SUMMARY 

1. REVENUES 

1 .I Water Sales (Exhibit 9) 
Misc. Service Revenues 

TOTAL REVENUES 

2. 0 & M EXPENSES 

2.1 2008 $2,422,163 
2.2 Adjustments to 2008 114,582 
2.3 Proposed Phase4 10,136 

3. DEBT SERVICE 

3.1 Existing (2008) 
3.2 Adjustments 
3.3 Proposed Phase 4 

4. CAPITAL IMPROVEMENTS 

AMOUNT LEFT FOR COVERAGE 

Total Projected Coverage (Exhibit 6) 

$429,652 
149,817 
21 9,542 

$3,984,968 
88,948 

$4,073,916 

$2,546,881 

$799,01 I 

$647,473 

$80,551 

$79,901 
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SOUTHEASTERN WATER ASSOCIATION 
WHOLESALE WATER RATE TO BURNSIDE 

1 .o USAGE AND COST DATA 

Southeastern Usage 
Burnside Usage 
(Usage Period: 7-08 to 6-09) 

Million Gallons Proportionate 
Per Year Usage 
150,053 .95 

7,114 .05 
157,167 1 .oo 

1 . I  COST OF JOINTLY USED FACILITIES 

6” Pipe - 24,000 L.F. @ $3.40/LF ............................... $ 81,600 
6” Gate Valves - 7 @ $150/EA ................................... 1,050 
Creek Crossing - 300 LF @ $45.00/LF ....................... 13,500 
Bore & Case - 180 @ $40/EA ..................................... 7,200 

............................................................... 5,500 Master Meter - 

Total Construction Cost ......................................... $ 108,850 
Non-Construction Cost .......................................... 27,212 

TOTAL PROJECT COST ....................................... $ 136,062 

I .2 DEBT SERVICE 

Loan - $1 23,000 

Debt Service = $123,000 x .05929 = $7,293 
Coverage @ 10% 729 

$8,022 

Assume 5% for 38 years 

I .3 Annual Depreciation 

$108,850 + 50 years = $2,177 

(1,327,000 + 175,000) + 50 = 3 0 E  (1247 Trans. Pipeline) 
$32,217 
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(EXHIBIT I I Continued) 

1.4 INCH-MILES OF JOINTLY USED PIPELINE 

24y000 x 6” = 27 inch-miles 
5,280 

267000 x 8” = 39 inch-miles (I 247 Trans. Pipeline) 
5,280 

Total 66 inch-miles 

2.0 COST OF SERVICE 
Annual Cost 

a. Purchased Water - 
7,114 MGals + 0.85 x $2.00”) 

b. Transmission and Distribution Expense 

C. Debt Service 7,293 x .33(3) x .05 

x 66 x .05 

d. 

e. 

Depreciation - $32,217 x .05 

Coverage - $729 x .33(3) x .05 

f. Maintenance of Meters 

Somerset Meter: $100 x .05 
Burnside Meter 

g. New Meter Cost: $2,950 + 5 yrd4) 

TOTAL ALLOCATED COST 

$1 6,739 

330 

120 

I ,611 

12 

5 
100 

590 

$1 9,507 

Rate = $19,507 + 7,114 = $2.7411,000 gals. 

(’I SEWA purchases water from Somerset at $2.00 per thousand gallons. 
(2) Cost per inch-mile from other water districts. 
(3) Jointly Used Facilities Cost = $108,850 

(4) New master meter to replace old one amortized over 5 year period. 
( 5 )  The jointly used facilities include the 6-inch and 8-inch pipelines and 

appurtenances along Hwy 1247 from the Somerset master meter on Hwy 914 
to the Burnside connection. The gallons shown in Item 1 are gallons 
purchased per the utilities’ records. 

Total Construction Cost = $329,045 = 0.33 
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APPENDIX I 

PROJECT MAPS 

[SEE EXHIBIT 10 

FOR PROJECT MAPS] 



SUMMARY ADDENDUM 

TO 

PRELIMINARY ENGINE RING REPORT 



KENTUCKY GUIDE '7 
M A Y  1998 

SUMMARY ADDENDXJM 
To 

PRELIMINARY ENGIJSJEERING REPORT 

DATED September 10, 2009 

FOR 

Southeastern Water Association 
Jaines Road/Bandy Area Reinforcements 

(NAME OF PROJECT) 

APPLICANT CONTACT PERSON Morris Vauglm 

APPLICANT PHONE NI.JMBER 606-678-5501 

APPLICANT TAX IDENTIFICATION NIJMBER (TIN) 6 1 - 12823 54 

ITEMS IN BOLD ITALIC PRINT ARE APPLICABLE TO SEWER SYSTEMS. 

In order to avoid unnecessary delays in application processing, the applicant and its 
consulting eiigiiieer should prepare a summary of the preliiniiiary report iii accordaiice 
with this Guide. 

Please complete the applicable sectioiis of tlie Summary Addendum. Please note, if 
water aizd sewer reveizue will M be taken as security for tlte loan, all ciser 
iizformatioiz arid characteristics of & utility systenis will be izeeded eveiz tlzouglt the 
project will beiiefit oizly utility. 

Feasibility reviews and grant determinations may be processed iiiore accurately and more 
rapidly if tlie Suiiiinai~/Addendum is submitted siinultarieously with the preliminary 
engiiieeriiig report, or as soon thereafter as possible. 
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I. GENERAL 

A. Proposed Project: Provide a brief descriptio11 of the proposed project. In 
addition to this suinmai-y, the applicaiit/engineer should subinit a project inap 
of the service area. 

Water system reinforceineilts and exteiisioiis iiicludiiig approximately 47,000 
L,F of 8-inch pipe; 30,000 LF of 6-inch pipe; 13,000 LF of 4-inch pipe; two (2) 
booster puinp stations; one 100,000 galloii and one 200,000 galloii elevated 
storage talks. The project will provide service to 15 residences and a church 
caiiip . 

FACILITY CHARACTERISTICS OF EXSTING SEWER SYSTEM 

A. Sewage Treatiizerit: 

1. Type 

2. Method of Sludge Disposal 

3. Cost per 1,000 galloiis is sewage treatrimzt is coiitracted: 

4. Date Coiistructed 

B. Treatiizerzt Capacity of Sewage Trentiizerzt ?lmt 

C. Type of Sewage Collector System (Describe) 

D. Nuiizber mid Capacity of Sewage Lijit Statioris 

2 
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E. Sewage Collection System 

Lineal Feet of Collection Lilies, by size 6” 8 ” 

10” 12” Larger 

Date(s) Constructed 

I? Coiiditioizs of Existing System: Briefly describe tlze corzditioizs and 
suitability for coiztiizued use of fncility izow owned by tlze applicant. Iizclude 
any nzajor renovation tlzat will be needed withiiz five to ten years. 

111. FACILITY CHARACTERISTICS OF EXISTING WATER SYSTEM 

A. Water Source: Describe adequacy of source (quality and quantity). Iiiclude ai1 
explanation of raw water source, raw water intake structure, treatinelit plant 
capacity, and current level of production (WTP). Also describe the adequacy 
of Water Purchase Contract if applicable. 

Raw water source: Lake Cumberland - Excelleiit quality and quantity 
-~ 

Somerset WTP: Capacity 10 MGD Average Prod. 6.5 MGD; Max. Day 8 
MGD 
Water purchase contract will be revised if required. 

If the applicant purchases water: 

Seller(s); 

1. City of Somerset 

2. 

3. 

Price/l,OOO gallons: 

1. $2.00 

2. 

3. 

Present Estimated Market Value of Existing System: $ 

3 
F:\PRO.IECTS\2007\2007269\Su1nniaryAddenduin doc 



B. Water Storage: 

Type: Ground Storage Tank 6 Elevated Tank 5 

Standpipe 2 Other 

Number of Storage Structures 13 

Total Storage Volume Capacity 1,550,000 

Date Storage Tank(s) Constructed 1968-200s 

C. Water Distribution System: 

Pipe Material PVC, AC, DT 

Lineal Feet of Pipe: 3” Diameter 976,000 4” 778,000 

6” 5 44,000 8” 49,800 

12” 10” 

16” 20” 

24” 

~ 

-I 

Date(s) Water Lines Constructed 1967-2005 

Number and Capacity of Pump Station(s) 

75 GPM (1); 160 GPM (1); 90 GPM (1); 80 GPM (1) 

400 GPM(3); 100 GPM (2); 

D. Condition of Existing Water System: 

Briefly describe the condition and suitability for continued use of facility now 
owned by the applicant. Include any major renovation that will be needed 
within five to ten years. 

Condition of systeiii is generally good. Reinforceinents of 3” and 4” 

pipelines in system will be needed. Two tanlcs and pump stations and 

reinforcements for major transmission arteries are required. 
~- 

E. Percentage of Water L,oss Existing System 14% 

4 
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IV. EXISTING LONG-TERM INDEBTEDNESS (SEE ATTACHMENT IV) 

A. List of Bonds and Notes: 

Date of 
Issue 

1991 Issue 

1995 Issue 

1197 Issue 

1992 Issue 

1996 Issue 

2002 (PI1 1) 
Issue 

200.5 (Ph 2) 
Issue 

2007 (PI1 3) 
Issue 

Bondmote 
Holder 

RD 

Principal 
Balance 

$295,658 

$71 8,286 

$1,676,2 17 

Payment 

Feb 12 

Sept 4 

Oct 17 

Bond Type Amount on Deposit 
WaterlSewer* in Reserve Account 

YO YO 

YO YO 

% YO 

YO YO 

YO YO 

- -  

_ _ _ -  

. _ _ -  

- _ I  

_ _ _ -  

RD 

RD 

GECC $42,167 June 1 

GECC $243,861 June 1 

RD $1,387,802 July 10 

- -  
$1,784,385 July I0 RD 

_____I _I_ - 

$2,749,022 July 10 RD 

- -  

*If a coinbilled issue, show attributable portion to each system. 

B. Principal and Interest Payments: (Begin with Next Fiscal Year Payment) 

Payment 
Year 
2010 

Payment 
Year 
201 I- 

Payment 
Year 

Principal Interest 
Payment Payment 

$14,013 $8,281 

23,098 32,4 10 

55,716 77,05 1 

4,664 1,675 

11,855 13,081 

20,442 65,799 

23,227 78,340 

32,175 1 17,643 

$185,190 $394,280 

20 12- 

- 

- 

- 

Date of 
Issue 

1991 Issue 

BondiNote 
Holder 

Rn 

Principal 
Payment 

$14,783 

Interest 
Paymelit 

$7,5 1 1 

Principal 
Payment 

$14,407 

Interest 
Payment 

$7,887 

RD 21,030 

50,632 

34,477 

82,135 

22,040 

53,113 

33,468 

79,654 

1995 Issue 

RD 1997 Issue 

GECC 4,23 1 2,108 4,442 1,897 1992 Issue 

1996 Issue 

2002 Issue 

GECC 10,573 14,363 11,195 13,741 

RD 18,586 

2 1,270 

67,655 

80,297 

19,492 

22,227 

66,749 

79,340 RD 2005 Issue 

RD 29,548 120,270 30,48 1 1 18,977 2007 Issue 

TOTALS $170,653 $408,8 16 $1 77,397 $401,713 

Note: Total Existing Debt Service = $579,470 

5 
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V. EXISTING SHORT-TERM INDEBTEDNESS 

A. List of All Short Term Debts: (Do Not Show Any Debt Listed in Paragraph 
IV Above) 

Lmder or Date of Issue Principal 
Lesser (Month & Year1 Balance 

Purpose Principal & Date to Be 

or Sewer) Date Payment (P&I) 
(Water a n d  Payment Interest Paid In- 

_I_- 

VI. LAND AND RIGHTS - EXISTING SYSTEM(S1 

Number of Treatment Plant Sites: Water Sewer 

Number of Storage Tal& Sites: Water 13 Sewer 

Nuinber of Pump Stations: Water 9 Sewer 

Total Acreage: Water 12 Acres Server Acres 

Purchase Price: Water $40,000 Sewer $ 

VII. NUMBER OF EXISTING USERS 

Water Sewer 

Residential (In Town)* 

Residential (Out of Town)* 

Non-Residential (In Town) 

Noli-Residential (Out of Town) 182 

Total 7,46 1 

Number to Total Potential Users L,iving in the Service Area 8,000 

7,279 
~- 

-- 

~- 

6 
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VITI. CURRENT WATER AND SEWER CONNECTION FEES FOR EACH SIZE 
WATER METER CONNECTION 

Meter Size Water Connection Fee Sewer Coizizectioiz Fee 

$ 518” x 3/qY7 $525 

1 -inch $ at cost $ 
-- 

IX- SEWER RATES - EXISTING SYSTEM 

- Perceiztage of Water Bill % Miiziimmz Clzarge $ 

Other: (If Cliarge Not Based oiz Water Bill) 

X. 

Date This Rate Went Iizto Effect 

WATER RATES - EXISTNG SYSTEM 

Existing Rate Schedule: 

First 2,000 Gallons @ $15.50 Minimuin. 

Next Gallons @ $ per 1,000 Gallons. 

Next Galloiis @ $ per 1,000 Gallons. 

Next Gallons @ $ per 1,000 Gallons. 
Next Gallons @ $ per 1,000 Gallons. 

Gallons @ $ per 1,000 Gallons. Next 
All Over 2,000 Galloiis @ $6.50 per 1,000 Gallons. 

Date This Rate Went Into Effect August 29, 2006 

- 

If More Than One Rate Schedule, Please Include All Schedules. 

7 
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XI. ANALYSIS OFACTUAL SEWER USAGE - EXISTING SYSTEM- 12 MONTH PERIOD 

For Period to 

No. of 
Users 

0 -  2,000 Gal. 1,000 
2,000 - 3,000 Gal. 2,500 
3,000 - 4,000 Gal. 3,500 
4,000 - 5,000 Gal. 4,500 
5,000 - 6,000 Gal. 5,500 
6,000 - 7,000 Gal. 6,500 
7,000 - 8,000 Gal. 7,500 
8,000 - 9,000 Gal. 8,500 
9,000 - 10,000 Gal. 9,500 

10,000 - 11,000 Gal. 10,500 
11,000 - 12,000 Gal. 11,500 
12,000 - 13,000 Gal. 12,500 
13,000 - 14,000 Gal. 13,500 
14,000 - 15,000 GaI. 14,500 
15,000 - 16,000 Gal. 15,500 
16,000 - 17,000 Gal. 16,500 
17,000 - 18,000 GaI. 17,500 

_II 

All 
Meter 
S ! S  Monthly Sewer Usage Averaze Residetztial Noiz-Resideiitial 

Usage 
(1000) 

____ 

No. of 
Users 

19,500 
18,000 - 19,000 Gal. 
19,000 - 20,000 Gal. 

Usage 
(1000) 

- Gal. 
Total 

I 

, 

I 
-----i-- 

, 

I 

8 
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XII. 

All 
Meter 
Sizes 

20 
19 
13 
14 
15 
10 
7 

10 
11 
12 

ANALYSIS OF ACTUAL WATER USAGE - EXISTING SYSTEM - 12 MONTH PERIOD 

For Period January 1,2008 to December 3 1,2008 

212 
22 1 
162 
189 
218 
156 
116 
177 
205 
234 

Monthly Water Usage 

10,500 637 
1 1,500 418 
12,500 308 
13,500 232 
14,500 154 
15,500 165 
16,500 114 
17,500 71 
18,500 76 
19,500 65 

0 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
1 1,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 

over 

6,678 
4,800 
3,857 
3,123 
2,227 
2,556 
1,876 
1,24 1 
1,415 
1,267 

2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
1 1,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
20,000 

City of Burnside 

Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 

Average Residential Noli-Residential 

(1 000) 
1,000 

i; I 
2.228 16.695 

2,500 
3,500 
4,500 
5,500 
6,500 
7.500 

No. of Usage 
(1 000) IJsers 

301 
3 17 

8,500 1,482 I 12,592 37 I 316 
9.500 955 I 9.062 27 I 259 

Total 
Average IJsage 

Total Water Purchased and/or Produced 
Total Water Sold 

623 I 25,803 220 I 16,524 
I 1 II 

298,l SO 

7,355 

598,730 
327,228 
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XIIL FACILITY CZ4RACTERISTICS OF PROPOSED SEWER SYSTEM 

A. Sewage Treatineizt: 

1. Type 

2. Method of Sludge Disposal 

3. Cost per 1,000 galloiis i f  sewage treatment is contracted: 

B. Treatinent Capacity of Sewage Treatment Plrizt 

C. Type o f Sewage Collector System (Describe) 

D. Number and Capacity of Sewage Lift Stations 

E. Sewage Collectioiz System: 

Lirzeal Feet of Collector Lines, by size 6” 8 ” 

10” 12 ” Larger 

XTK LAND AND RIGHTS - PROPOSED SEWER SYSTEM 

Number of Treatmerit Plant Sites 

Number of Pump Sites 

Number of Other Sites 

Total Acreage 

Purclzase Price 

Acres 

$ 

10 
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XV. FACILITY CHARACTERISTICS OF PROPOSED WATER SYSTEM 

A. Water Source: Describe adequacy of source (quality and quantity). Include an 
explanation of raw water source, raw water intake structure, treatment plant 
capacity, and cui-rent level of production (WTP). Also describe tlie adequacy 
of Water Purchase Contract if applicable. 

See I11 A. 

R. Water Storage: 

Type: Grouiid Storage Tank Elevated Taidc 2 

Other 
~ 

Standpipe 

Nuinber of Storage Structures 2 

Total Storage Voluine Capacity 300,000 

C. Water Distribution System: 

Pipe Material PVC 

Lineal Feet of Pipe: 3” Diameter 4” 13,000 

6” 30,000 8” 47,000 

1073 12” 

Nuinber and Capacity of Pump Station(s) 175 GPM (1); 200 GPM (1) 

XVI. LAND AND RIGHTS - PROPOSED WATER SYSTEM 

Nuinber of Treatmeiit Plant Sites 

Number of Storage Tadc Sites 

Nuinber of Pump Stations 

Total Acreage 

Purchase Price 

1 (one talk on existing site) 

2 

0.8Acres 

NA 

11 
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XvI% NUMBER OF NEW SE WER USERS 

Residential (In Towrz) * 
Residential (Out of Torun) * 
Noiz-Resideiztial (In Town) 

Noiz-Residential (Out of Town) 

Total 

Number to Total Potential Users Living in the Service Area 

*Note: Residential Users: Classify by type of user regardless of quantity of 
water used. This classificatioiz should irzclude tltose meters serving 
individual rural resideizces. 

XVIII. PROPOSED SEWER CONNECTION FEES FOR EACH SIZE WATER 
METER CONNECTION 

Meter Size Coiuiectioii Fee 

518” x 314” 

1 -111c11 

1 - 1 I2 Inch 

$ 

2-Inch $ 

3 -1llCh $ 

4-IliCh $ 

6-Inch $ 

12 
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XIX. 

xx. 

NUMBER OF NEW WATER USERS 

Residential (In Town)* 

Residential (Out of Town):‘: 

Noli-Residential (In Town) 

Noli-Residential (Out of Town) 

Total 

Number to Total Poteiitial IJsers Living iii tlie Service Area 

15 

1 

16 

*Note: Residential Users: Classify by type of user regardless of quantity of 
water used. This classification should iiiclude those ineters serving 
individual rural residences. 

PROPOSED WATER CONNECTION FEES FOR EACH SIZE WATER 
METER CONNECTION 

Meter Size Coiuiectioii Fee 

518” x 314” 

1 -1ncli 

1 - 1 /2 IIlCll 

2-IllCll 
-- 

$525 

$ at cost 

$ 

3 -Ilich 

4-IiiCh 

5-IllCll 

6-Inch 

13 
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XXI. SEWER RATES - PROPOSED 

A. Proposed Bate Sclzedule without RUS Grant: 

Perceiztage of Water Bill % Mirzinzunz Cliarge $ 
Other: ( I f  Clzarge Not Based on W3er  Bill) 

Proposed Rate Sclzedule: (Without R U,!? Grant) 

Galloizs@ $ Miif inz c inz .  - First 
Next Gall01zs @ $ per 1,000 Gallons. 
Next Gallo1zs @ $ per 1,000 Gallorzs. 
Next Gallorzs@ $ per 1,000 Galloizs. 
Next Gallorzs@ $ per 1,000 Gallons. 
Next Galloiis@ $ per 1,000 Galloizs. 

per 1,000 Gallorzs. - All Over Gallo1zs @ $ 

Tlie above proposed rate, without RUS grant, must be completed for each 
grant. If tlie applicarzf/engiizeer desires, there is no objection to 
reconznzeadiizg a proposed rate with an estimated RUS grnizt in the Table 
below. However, the preparer slzoiild renzenzber that tlie Table (A) above 
nzust be conzpletedprior to Table (B). 

B. Reconznzerzded Rate Scliedcile with R [JS Grant: 

Perceiztage of Water Bill % Miizinzunz Clinrge $ 

Other: (If Clinrge Not Based on Water Bill) 

Proposed Rate Sclzedule: (?Vitli RUS Grant) 

First Galloizs@ $ Miii inzcinz. 
Next Galloizs@ $ per 1,000 Gallorzs. 
Next Gnllolls@ $ per 1,000 Gallons. 
Next Gall01zs @ $ per 1,000 Galloizs. 
Next Gallorzs@ $ per 1,000 Galloizs. 

Next Galloizs @ $ per 1,000 Gnllorzs. 
All Over Galloizs @ $ per 1,000 Gallorzs. 

If more tliarz one rate, else additional slzeets. 

14 
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XXII. WATER RATES - PROPOSED 

A. Proposed Rate Schedule Without RUS Grant: 

First 2,000 Gallons @ 
Next Gallons @ 
Next Gallons @ 
Next Gallons @ 

Gallons @ Next 
Next Gallons @ 
All Over 2,000 Gallons @ 

._ 

$23.72 Minimum. 

$ per 1,000 Gallons. 
$ per 1,000 Gallons. 

$ per 1,000 Gallons. 
$ per 1,000 Gallons. 

$ per 1,000 Gallons. 

$10.00 per 1,000 Gallons. 

The above proposed rate, without RUS grant, must be completed for each 
grant. If the applicant/erigineer desires, there is no objection to recoininending 
a proposed rate with an estimated RUS grant in the Table below. However, 
the preparer should remember that tlie Table (A) above must be completed 
prior to Table (B). 

B. Recoininended Rate Schedule with RLJS Grant: 

2,000 Gallons @ First 
Next Gallons @ 

Gallons @ Next 
Next Gallons @ 
Next Gallons @ 
Next Gallons @ 
All Over 2,000 Galloiis @ 

-______ 

I 

$23.25 Minimum. 

$ per 1,000 Gallons. 
$ per 1,000 Gallons. 

$ per 1,000 Gallons. 

$ per 1,000 Gallons. 
$ per 1,000 Gallons. 
$9.95 per 1,000 Gallons. 

- 

If inore than one rate, use additional sheets. 

Buriiside Wholesale Rate $2.74 per 1,000 gallons (see Exhibit 11 in 
Preliminary Engineering Report). 

1.5 
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AXHI. FORECAST OF SEWER USAGE - INCOME - EXISTING SYSTEM - EXISTING USERS 

Size -% Rate 
No. of 

Users *- L 

0 -  2,000 Gal. 1,000 
2,000 - 3,000 Gal. 2,500 
3,000 - 4,000 Gal. 3,500 
4,000 - 5,000 Gal. 4,500 
5,000 - 4,000 Gal. 5,500 
6,000 - 7,000 Gal. 4,500 

5/8 x 3/4 7,000 - 8,000 Gal. 7,500 

9,000 - 10,000 Gal. 9,500 

11,000 - 12,000 Gal. 11,500 

13,000 - 14,000 Gal. 13,500 
14,000 - 15,000 Gal. 14,500 

16,000 - 17,000 Gal. 16,500 
17,000 - 18,000 Gal. 17,500 

19,000 - 20,000 Gal. 19,500 

Iilch 8,000 - 9,000 Gal. 8,500 

10,000 - 11,000 Gal. IO,.500 

12,000 - 13,000 Gal. 12,500 

15,000 - 16,000 Gal. 15,500 

18,000 - 19,000 Gal. 18,500 

- - Gal. 
- Gal. 

Gal. 
- 

Subtotal 
Average Monthly Rate ( ) 

IJsage Iiicoiize 

(1000) 

- 

000 

Noiz-Resiiieii tin1 

I 

* Breakdowiz of nzeter size usage is W t  required uizless dgfereizt sewer rates are charged based on size of 
water meter. 

** Nuinher of users slzould reflect tlze actual izimzber of “meter settings”. 
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Gal. 
Gal. 
Gal, 
Gal. 
Gal. 

Gal. 
Gal. 

Gal. 
Gal. 
Gal. 

I I I -Ill ch 

Sri btotal 

I , 
Sribtotnl 

2- 
Ill ch 

Subtotal 

Gal. 
Gal. 

Gal. 
Gal. 
Gal. 

Gal. 
Gal. 
Gal. 
Gal. 
Gal. 

Sit btotnl 

4-111 C l l  

Siibtotnl 

Rrenkdowiz of meter size usnge is g& required urzless different sewer rntes are clznrged bnsed on size of 
water meter. 

* 

** Nunzher of users slzould reflect the nctunl rzunzber of “meter settings”. 
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5- 
IIlCll 

6- 
I1zch 

Ga I.  
Gal. 

Gal. 
Ca I. 
Gal. 

Subfutal 

Ga I. 
Ga I. 

Ga I. 
Gal. 
Ga I. 

Sii  btota I 

TOTALS 

I 

MUL TI-FA MIL Y AND APARTMENT USER ANAL YSIS 

If billed as a typical user, tlze irzfornzatiorz sltoiild be included in tlze residential iizforimtiorz above. If not 
billed as a typical resideiztial user, please explain below. 

Name of Unit Nunzber of Units Number of Meters Revenue Calculatioizs 

* Breakdown of meter size usage is a t  required unless different sewer rates are charged based on size of 
water meter. 

** Nuiizber of users slzould reflect tlie actual izuinber of “ineter settiiigs ,! 
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X X I V .  FORECAST OF SEWER USAGE - INCOME - NE w USERS - EXTENSION ONLY 

Meter Moiotldy Sewer Usage Average Average Resideiztial 
Size * Rate 

0 -  2,000 Gnl. 1,000 

12,000 
13,000 
14,000 
15,000 
16,000 
1 7,000 
18,000 
19,000 
20,000 

Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 

2,000 - 3,000 Gal. 2,500 
3,000 - 4,000 Gal. 3,500 
4,000 - 5,000 Gal. 4,500 
5,000 - 6,000 Gal. 5,500 
6,000 - 7,000 Gal. 6,500 

5 / 8 ~  3/4 7,000 - 8,000 Gal. 7,500 
IilCll 8,000 - 9,000 Gal. 8,500 

10,000 - 11,000 Gal. 10,500 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
1 7,000 
18,000 
19,000 

I_.-. 

9,000 - 10,000 Gal. 9,500 ~ 

11,500 
12,500 
13,500 
14,500 
1 5,500 
16,500 
17,500 
18,500 
19,500 

- Gal. 
Subtotal 

d 

Average Mortllily Rate ( ) 
Avesnge Moiitlily Usage ( ) 

Nom Residential 

No. of Usage Iitconie 
users I (1000) 1 

I I 

* Breakdown of iizetes size usage is E t  requised uizless dvferent sewer rates are clzarged based on size of 
water meter. 

** Nunzber of users slzould reflect tlte actual izurizher of LLiizeter settings”. 
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Gal, 
Gal. 
Gal. 
Gal. 
Gal. 

Gal. 
Gal. 

Gal. 
Gal. 
Gal. 

Gal. 
Gal. 

Gal. 
Gal. 
Gal. 

t-+ 
I - l l K l l  I 

Sir bfofnl ’ 
1-1/2 
I11 Cll  

Siibfofnl 

2- 
l11ch 

Subtotal 

Gal. 
Gal. 

Gal. 
Gal. 
Gal. 

Gal. 
Gal. 
Gal. 
Gal. 
Gal. 

I 3- 
I I l C h  

Subiofnl 

’ 
Sir biota1 

Breakdowit of meter size 
water ifteter. 

usage is W t  required unless differeizt sewer rates are charged based oiz size of 

Number of users slzould reflect the actual it umber of “nzeter settings”. 
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-- - 

Gal. 
Gal. 

5- 
IlZCll Gal. 

Gal. 

Gal. 
Gal. 

6- 
IIlCll  Gill. 

Gal. 
Gal. 

Su bfotnl 

TO TA L S  

‘--t-t- 7--7 7- I/- -= 
MUL TI-FA MIL Y AND APARTMENT USER ANAL YSIS 

If billed as a typical user, tlze iiforimtiorz slzould be iizcluded iiz the residential iizforimtioiz above. If not 
billed as a typical resideiztial user, please explaiiz below. 

Nniize of [Jizit Nunzber of Units Nunzber of Meters Reveizue Calculatioizs 

* Breakdown of meter size usage is mt required unless different sewer rates are clzarged based on size of 
water iizeter. 

** Nunzber of users skould reflect tlie actual izuiiiber of % d e r  settiiigs’! 
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xxv. FORECAST OF WATER USAGE - INCOME - EXISTING SYSTEM - EXISTING USERS 

Rate 
No. of Usage 

IJsers*:’” (1 000) 
$23.25 31,235 25,792 
28.23 14,564 37,095 
38.18 12,660 44,558 
48.13 9,117 41,117 
58.08 6,O 17 33,117 
68.03 3,587 23,279 
77.98 2,228 16,695 
87.93 1,482 12,592 
97.88 955 9,062 
107.83 63 7 6,678 
1 17.78 418 4,800 
127.73 308 3,857 
137.68 232 3,123 
147.6.3 154 2,227 
157.58 165 2,556 
167.53 114 1,876 
177.48 71 1,241 
187.43 76 1,415 
197.38 65 1,267 

415.28 623 25,803 
749.60 

84,708 298,150 
38.18 

Meter Monthly Water TJsage 
Size” 

Income 

$726,214 
41 1,142 
483,359 
438,801 
349,467 
244,024 
173,739 
130,312 
93,475 
68,688 
49,232 
39,341 
31,942 
22,735 
26,001 
19,098 
12,601 
14,245 
12,830 

258,719 
-~ 

3,605,965 

0 -  
2,000 - 
3,000 - 
4,000 - 
5,000 - 
6,000 - 

518 x 314 7,000 - 
Inch 8,000 - 

9,000 - 
10,000 - 
11,000 - 
12,000 - 
13,000 - 
14,000 - 
15,000 - 
16,000 - 
17,000 - 
18,000 - 
19,000 - 

over 
over 

No. of 
Users 

1310 
151 
81 
66 
57 
57 
47 
37 
27 
20 
19 
13 
14 
15 
10 
7 

10 
11 
12 

____ 

2,000 Gal. 
3,000 Gal. 
4,000 Gal. 
5,000 Gal. 
6,000 Gal. 
7,000 Gal. 
8,000 Gal. 
9,000 Gal. 

10,000 Gal. 
11,000 Gal. 
12,000 Gal. 
13,000 Gal. 
14,000 Gal. 
15,000 Gal. 
16,000 Gal. 
17,000 Gal. 
18,000 Gal. 
19,000 Gal. 
20,000 Gal. 
20,000 Gal. 

._ 20,000 

lJsage 
(1000) 

727 
378 
285 
301 
3 17 
373 
353 
316 
259 
212 
22 1 
162 
189 
218 
156 
116 
177 
205 
234 

Average 

1,000 
2,500 
3,500 
4,500 
5,500 
6,500 
7,500 
8,500 
9,500 

10,500 
11,500 
12,500 
13,500 
14,500 
15,500 
16,500 
17,500 
18,500 
19,500 
4 1,400 
75,000 

Subtotal 
Average Monthly Rate 

Average Monthly Usage 

Added Customers to Existing System 

Average Residential Non-Residential 

38.18 2,640 100,795 
3,706,760 

2,184 I 21,723 

Income 

$30,458 
4,263 
3,093 
3,176 
3,311 
3,878 
3,665 
3,253 
2,643 
2,157 
2,238 
1,660 
1,927 
2,214 
1,576 
1,173 
1,775 
2,062 
2,368 

164,9 12 

241,801 

__- 

”~ 

* Breakdown of meter size usage is a required unless different water rates are charged based on size of water 
meter. 

* * Number of users should reflect the actual iiuinber of “meter settings”. 
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City of Burnside 

1 -Inch 

1-1/2 
Inch 

2- Illch 

2*74per 1 I 12 ~ 7,355 I 20,153 1,000 gals. 
Gal. 

Gal. 
- - 

Gal. 
Gal. 
Gal. 

Subtotal 

I -t Gal. 
Gal. 

Gal. 
Gal. 
Gal. 

- -  -____ 

Subtotal 

Gal. 
Gal. 
Gal. 
Gal. 
Gal. 

Subtotal 

~- Gal. 
Gal. 

3- Inch Gal. 
Gal. 
Gal. 

-____ 

Subtotal 

Gal 
Gal 

4-Inch Gal 
Gal 
Gal 

-__ 

Subtotal 

* 

**  

Breakdown of meter size usage is g$ required unless different water rates are charged based on size of water 
meter. 

Number of users should reflect the actual iiuinber of “meter settings”. 
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Gal. 
Gal. 
Gal. 
Gal. 
Gal. 

- -  

-~ 
____I -- 

- Subtotal 

-~ Gal. 
Gal. 

6-Inch Gal. 
Gal. 
Gal. 

____- 

-- 
-- Subtotal 

TOTALS 84,708 298,150 3,706,760 2,196 29,078 261,954 

MULTI-FAMILY AND APARTMENT USER ANALYSIS 

If billed as a typical user, the information should be included in the residential infoiiiiatioii above. If not billed as 
a typical residential user, please explain below. 

Name of Unit Number of Units Number of Meters Revenue Calculations 

* 

** 

Breakdown of meter size usage is 
ineter. 

required uiiless different water rates are charged based on size of water 

Number of users should reflect the actual number of “ineter settings”. 
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XXVI. FORECAST OF WATER USAGE - INCOME - NEW USERS - EXTENSION ONLY 

Usage 
(1 000) 

Meter 
Size” 

Income 

518 x 314 
Inch 

Gal. 
Subtotal 168 

Monthly Sewer TJsage 

588 6,414 

0 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
1 1,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 

2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
1 1,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 

Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 
Gal. 

Average 

1,000 
2,500 
3,500 
4,500 
5,500 
6,500 
7,500 
8,500 
9,500 

10,500 
1 1,500 
12,500 
13,500 
14,500 
15,500 
16,500 
17,500 
18,500 
19,500 

Average 
Rate 

No. of users:‘::’: 

$38.18 168 

Residential 

-7 
6,4 14 =E 
1 

-.I_ 

Gal. 
Gal. 

Average Montldy Rate $38.18 
Average Monthly Usage 3.5 

Non-Residential 

No. of ‘IJsage Income 
Users I (1000) j 

“ Breakdown of meter size usage is 
meter. 

required unless different sewer rates are charged based on size of water 

* * Number of users should reflect the actual iiurnber of “meter settings”. 
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1 -Inch 

Gal. 
Gal. 

3- Inch Gal. 
Gal. 
Gal. 

-- ~ 

Subtotal - ( > I  ( ) I  ( ( ) (  

1-1/2 
Inch 

> (  ) 

2- Inch 

Gal. 
Gal. 
Gal. 
Gal. 
Gal. 

Subtotal 

Gal. 
Gal. 

Gal. 
Gal. 
Gal. 

Subtotal 

-~ Gal. 
Gal. 
Gal. 
Gal. 
Gal. 

- 

Subtotal 

Gal. L A  
Gal. 

4-Inch Gal. 
-- Gal. 

Gal. 
Subtotal ( > I  ( 

’k Breakdown of meter size usage is a required unless different sewer rates are charged based on size of water 
meter. 

‘ic * Number of users should reflect the actual number of “meter settings”. 
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5.- Inch 

6- h c h  

Gal. 
Gal. 
Gal. 
Gal. 
Gal. 

Gal. 
Gal. 
Gal. 
Gal. 
Gal. 

-I 

Subtotal 

Subtotal 

TOTALS 

: 

--w 
‘- 

( > I (  > I (  > 

MULTI-FAMILY AND APARTMENT USER ANALYSIS 

If billed as a typical user, the information should be included iii the residential information above. If not billed as 
a typical residential user, please explaiii below. 

Name of IJiiit Number of IJriit,s Number of Meters Revenue Calculations 

* Breakdown of meter size usage is 
meter. 

required unless different sewer rates are charged based 011 size of water 

* * Number of users should reflect tlie actual iiuinber of “meter settings”. 
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XXUI. CURRENT OPERATING BUDGET (SEWER SYSTEM) 
(As of the last full  operating year.) 

A. Operatiizg Incoine: 

Sewer Reveizue 
Late Charge Fees 
0 th  er (Describe) 

Total Operating Iizcoim 

Less Allowances and Deductions 

$ 

B. Operation and Maiizterzarzce Expenses: 
(Based on Uizifornz SjtWnz of Accounts prescribed by Natioizal Association of 
Regulatory [Jtility Conznzissiorzers) 

Operation Expense 
Main ten an ce Expense 
Customer Accounts Expense 
Administrative and General Expense 

Total Operating arzd Maiizterzarzce Expeiises $ 

Net Operating Iiiconze $ 

C. Norz-Operating Iizcoine: 

Interest oiz Deposits 
Other (Identify) 
Total Noiz-Operating Iizcoiize 

D. Net Iizconze 

E. Debt Repaynzeizt: 

R [JS Interest 
RUS Principal 
Noli-R IJS Interest 
Noli-R US Principal 

Total Debt Repajtmerzt 

$ 

$ 

$ 

l? Balance Available for  Coverage $ 
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m I I .  PROPOSED OPERATING BUDGET (SEWER SYSTEM) - EXISTING SYSTEA4 AND 
NEW USERS (1st Full Year of Operatioiz) Year Eizdiizg 

A. Operating Iizconze: 

Sewer Reverz ue 
Late CJtarge Fees 
Other (Describe) 

Total Operating Income 

Less Allowarzces and Deductions 

R. Operation arid Maiizteizaizce Expenses: 
(Based on Uizforiiz System of Accouizts prescribed by National Association of 
Regulatory Utility Conznzissioizers) 

Operation Expense 
Maiizteizarice Expense 
Customer Accounts Expense 
Adnzirzistrative arid General Expense 

$ 

Total Operating and Maiizteizaizce Expenses $ 

Net Operating Iizconze $ 

C. Noiz-Operating Income: 

Interest on Deposits 
OtJzer (Ideiztgy) 
Total Noiz-Operating Iizconze 

D. Net Income 

E. Debt Repaynzerit: 

R US Interest 
RUS Priizcipal 
NOH-R US Iizterest 
Norz-R US Principal 

Total Debt Repaynzeizt 

$ 

$ 

$ 

$ 

F. Balance Available for  Coverage $ 
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X X .  PROPOSED OPERATING BUDGET (SEWER SYSTEM) - NEW USERS - EXTENSION 
ONLY (1st Full Year of Operation) Year En ding 

A. Operating Iizconze: 

Sewer Revert ue 
Late Charge Fees 
Other (Describe) 

Total Operating Iizconze 

Less Allowaizces and Deductions 

$ 

B. Operation and Mairzteizarzce Expeizses: 
(Based on Uizifornz System of Accounts prescribed by National Associatiorz of 
Regulatory [Jtility Conznzissioizers) 

Operation Expense 
Maiizteizaizce Expense 
Custonzer Accounts Expeizse 
Aditziizistrative and General Expense 
Total Operatiizg and Ma in terz an ce Expenses $ 

Net Operating Inconze $ 

C. Non-Operating Iizconze: 

Interest on Deposits 
Other (Ideiztqy) 
Total Norz-Operating Inconze $ 

D. Net Iizconze $ 

E. Debt Repayment: 

R iTJS Interest 
R US Principal 
Noiz-RUS Interest 
Noiz-R US Priizcipal 

Total Debt Repayment $ 

F. Balance Available for  Coverage $ 
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xxx. 
A. 

R. 

C. 

D. 

E. 

F. 

CURRENT OPERATING BUDGET (WATER SYSTEM) 

Operating Income: 
(As of the last full operating year.) Jan - Dec, 2008 

Water Sales 
Discollliect/Recoi~iect/Late Charge Fees 
Otlier (Describe) Forfeited Discounts 

L,ess Allowances and Deductions 

Total Operating Income 

$2,5 5 5 ,5 60 
34,785 
54,163 

$2,644,508 

Operation and Maintenance Expenses: 
(Based on LJiiiforin System of Accounts prescribed by National Association of 
Regulatory LJtility Coininissioners) 

Source of Supply Expeiise 
Puinping Expense 
Water Treatineiit Expense 
Traiisinissioii and Distribution Expense 
Custoiiier Accounts Expense 
Adiniiiistrative and Geiieral Expeiise 
Taxes 
Total Operating Expenses 

Net Operating Income 

Non-Operating Iiicoine: 

Iiiterest on Deposits 
Other (Identify) 
Total Non-Operating Income 

Net Income 

(1) Principal and Interest Debt Repayinent: 

RTJS Interest 
RUS Principal 
Non-RUS Interest 
Non-RLJS Principal 

Total Debt Repayiiient 

Balance Available for Coverage 
2008 Depreciation Expense ($557,773) not included 

$1,288,93 8 
75,369 

9,546 
242,5 10 
360,138 
41 8,166 

27,496 
$2,422,163 

$222,345 

$8,558 

$8 ,558  - 

$230,903 

$455,619"' - 

3 1,275'" 

$486,894 

$(255,99 1) 
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XXXI. PROPOSED OPERATING BUDGET (WATER SYSTEM) EXISTING SYSTEM AND NEW USERS 
(1 st Full Year of Operation) Year Ending Dec. 3 1,201 1 

A. Operating Income: 

Water Sales $3,975,128 
Disconnect/Reconnect/Late Charge Fees 34,785 
Other (Describe) Forfeited Discounts 54,163 

Total Operating Income $4,064,076 
L,ess Allowances and Deductions 

B. Operation and Maintenance Expenses: 
(Based on Uiiiforin System of Accounts prescribed by National Association of 
Regulatory TJtility Commissioners) 

Source of Supply Expense 
Pumping Expense 
Water Treatment Expense 
Transmission and Distribution Expense 
Customer Accounts Expense 
Administrative and General Expense 
Capital Iiiiproveinents 

Total Operating Expenses 

Net Operating Income 

C. Non-Operating Income: 

Interest on Deposits 
Other (Identify) 
Total Non-Operating Income 

D. Net Income 

E. Debt Repayment: 

RUS Interest 
RTJS Principal 
Non-RTJS Interest 
Non-RTJS Principal 

Total Debt Repayment 

$1,3 12,062 
77,148 

9,746 
256.410 
371,838 
5 19,677 
647,473 

$3,194,354 

$869,722 

$869,722 

$598.61 0 
169,126 

14,756 
16.519 

$799,011 

F. Balance Available for Coverage $70,7 11 
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XXXII. PROPOSED OPERATING BUDGET (WATER SYSTEM) NEW USERS EXTENSION ONLY 
(1 st Full Year of Operation) Year Ending Dec. 3 1,201 1 

A. Operating Inconie: 

Water Sales 
Disconnect/Reconnect/Late Charge Fees 
Other (Describe) 

Less Allowances and Deductions 

Total Operating Income 

$6,414 

B. Operation and Maintenance Expenses: 
(Based on Uniform System of Accounts prescribed by National Association of 
Regulatory TJtility Commissioners) 

Source of Supply Expense 
Pumping Expense 
Water Treatment Expense 
Transmission and Distribution Expense 
Customer Accounts Expense 
Administrative and General Expense 

Total Operating Expenses 

Net Operating Income 

C. Non-Operating Income: 

Interest on Deposits 
Other (IdentiQ) 
Total Non-Operating Income 

D. Net Income 

E. Debt Repayment: 

RTJS Interest 
RTJS Principal 
Non-RTJS Interest 
Non-RUS Principal 

Total Debt Repayment 

F. Balance Available for Coverage 

$1,384 
692 
200 

6,600 
700 
560 

$10,136 

($3,722) 

$ 

$0,722) 

$1 1.567 
2,701 

$14,268 

$(17,990) 
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XXXIIL ESTIMATED PROJECT COST - SEWER 
(Rouizd to izearesi $100) 

COLLECTION 

Developineizt 
Imid & Rights 
Legal 
Eizgiizeeriiig 
Interest 
Con tiizgeiz cies 
Initial Operatiizg aizd Maiizteizaizce 
0 th  er 
TOTAL 

TREA TMENT 

XPILXIV;  ESTIMATED PROJECT FUNDING - SEWER 

Cor. L~ECTION 

Applicaizt - User Coiztribufioiz Fees 
Other - Applicant Coiitributioiz 
RUS Loan 
RUS Grant 
ARC Grant (uapplicable) 
CDRG (If applicable) 
Other (Specijjy) 
Other (Specijjy) 

34 

TOTAL 

TREA TMENT TOTAL 
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xxxv. ESTIMATED PROJECT COST - WATER 

Developineiit 

Land aiid Riglits 

Legal 

Engiiieering 

Iiitesest 

Coiitiiigeiicies 

Admiiiistratioii 

Otlier 

TOTAL 

XXXVI. PROPOSED PROJECT FUNDING 

Applicant - Uses Coimectioii Fees 14 x $525 

Other Applicant Coiitribution 

RTJS Financial Assistance 

RUS Grant 

ARC Grant (If applicable) 

Otlier (Specify) 2005 IEDF Graiit 

Couiity - 2006 IEDF Grant/ 

Otlier (Specify) 2006 IEDF Grant 

Other (Specify) 2006 IEDF Grant 

TOTAL 

$4,486,700 

20,500 

10,000 

4 6 9,O 0 0 

150,000 

449,200 

84,500 

$5,670,000 

$7,350 

12,650 

3,955,000 

1,695,000 

$5,670,000 
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EXHIBIT 5 

FINAL 
ENGINEERING 

REPORT 



FINAL ENGINEERING REPORT 

FOR 

SOUTHEASTERN WATER ASSOCIATION 

JAMES ROAD / BANDY AREA REINFORCEMENT 
FACILITIES AND SYSTEM EXTENSIONS 

PROJECT No. 2007269 

OCTOBER, 201 0 



A Preliminary Engineering Report dated October, 2009 describes, in detail, the 
scope and need for this project. The report is included herewith by reference. 

Bids were received on October 28, 2010. The project was bid in three (3) 
contracts. The number of bids submitted for each contract are as follows: 

Contract 7: James Road / Bandy Area Pipeline Extensions (6) 
Contract 8: James Road and Bandy Pump Stations (3) 
Contract 9: Hubble Knob and Bandy Tanks (2) 

The low bidder for Contract 7 was Weddle Enterprises, Somerset, KY in the 
amount of $1,909,219 for the Base Project, and $2,420,699 which included 
Additive Alternates 1-4. The low bidder for Contract 8 was Conley Gregory 
Construction, Monticello, KY in the amount of $473,008.60. The low bidder for 
Contract 9 was Phoenix Fabricators, Avon, Indiana in the amount of $1 ,I 14,631. 
A copy of the certified bid tabulations is included in this report. 

The project funding, per the Rural Development Letter of Conditions, is 
$5,670,000. The funding sources available for this project are as follows: 

Rural Development Loan $3,995,000 
Rural Development Grant 1,655,000 
Local Contribution 20,000 

Total per RD Letter of Conditions $5,670,000 
Total Funding Available $5,670,000 

The construction bids for this project, including Additive Alternates 1-4 as 
contained in the Contract 7 bid, are within the project funding budget. A revised 
project cost breakdown is as follows: 

BUDGET ITEM 

Development 
Land & Rights 
Legal 
Engineering 
Other: Environmental and 
Administrative 
Interest 
Contingencies 

R.D. LETTER OF 
CONDITIONS 

$4,486,700 
20,500 
10,000 

469,000 

84,600 
150,000 
449.200 

$5,670,000 

REVISED 

$4,008,339 
6,465 

10,000 
442,884 (I) 

/ S E E  EXHIBIT 2) 

82,127 
150,000 
970,185 

$5,670,000 
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(I) ENGI NEERI NG 

Design (6.90%) $276,575 
Construction Observation (3.70%) 148,309 
Preliminary Engineering Report 18,000 

$442,884 

RECOMMENDATIONS 

1. The bid amaunts for the project are in the acceptable range for the types 
of work involved. The contractors that submitted the low bids have 
completed projects for Kenvirons in the past and are experienced and 
acceptable. 

2. It is recommended that Contract 7 - James Road / Bandy Area Pipeline 
Extensions be awarded to Weddle Enterprises, including Additive 
Alternates 1-4, in the amount of $2,420,699. 

3. It is recommended that Contract 8 - James Road and Bandy Pump 
Stations be awarded to Conley Gregory Construction in the amount of 
$473,008.60. 

4. It is recommended that Contract 9 - Hubble Knob and Bandy Tanks be 
awarded to Phoenix Fabricators in the amount of $1 ,I 14,631. 

5. Proceed with the application to the Public Service Commission for 
authority to construct the facilities and adjust the rates. 

6. Remaining monies should be used to install additional improvements and 
reinforcements in the system. When the initial project is substantially 
complete and the amount of remaining monies can be more precisely 
determined, a report relative to recommended facilities will be submitted. 
Specifically, the severe problems with the pump operating times of the 
Dah1 Pump Station and filling of the Mt. Victory Tank are in urgent need of 
attention. There are also areas in the system containing bad pipe and 
fittings that need to be replaced. Any left-over funds from this project 
should be used to correct these existing problems. 
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EXHIBIT 1 

REIMBURSABLE PROJECT COSTS 

PHOTO SCIENCE 
James Road (Aerial Photography) 
Bandy (Aerial Photography) 
Contract Prints 
Plan Sheet Images 
Plan Sheet Images 

GEOTECHNICAL INVESTIGATIONS 
ATC (Hubble Knob Tank) 
QORE (Bandy Tank) 

LEXINGTON HERALD-LEADER 

JACK SCHOCK, ARCHAEOLOGIST 
Bandy Pump Station Site 
Tank and Pump Station Sites 

GLENNA LONG (BANDY PUMP STATION SITE PURCHASE) 

DAVIS ENGINEERING 
Bandy Pump Station Site Plat 
Hubble Knob Tank Site Plat 

$1,390 
1,212 
1,717 

240 
320 

$4,879.00 

$4,950 
6,500 

I 1,450.00 

$1,500 
1,800 

$536.17 
1,929.00 

ENVIRONMENTAL ASSESSMENT SERVICES 

STEPHENS BIOLOGICAL CONSULTING 

TOTAL REIMBURSABLE PROJECT COSTS 

498.32 

3,300.00 

4,000.00 

2,465.1 7 

5,000.00 

4,500.00 

$36,092.32 
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EXHIBIT 2 

REIMBURSABLE COSTS IN LETTER OF CONDITIONS BREAKDOWN 
(See Exhibit I for Details) 

1. LAND & RIGHTS 
1 .I Glenna Long (Site Purchase far Bandy Pump Site) 
1.2 Davis Engineering (Plat Preparation, Deed Search, etc.) 

Hubble Tank Site 
Bandy Pump Station Site 

TOTAL LAND & RIGHTS 

2. OTHER: ENVIRONMENTAL AND ADMINISTRATIVE 
2.1 Geotechnical Investigation 

Hubble Tank 
Bandy Tank 

2.2 Environmental 
Jack Schock (Archaeological) 
Environmental Assessment Services 
Stephens Biological Consulting 

2.3 Photo Science 

2.4 Lexington Heral-Leader 

2.5 PSC Submittal 

2.6 ARRA Administration 

TOTAL ENVIRONMENTAL & ADMINISTRATIVE 

$4,000.00 

536.1 7 
1,929.00 

$6,465.1 7 

$4,950.00 
6,500.00 

$1 1,450.00 

$3,300.00 
5,000.00 
4,500.00 

$12,800.00 

$4,879.00 

$498.32 

$2,500.00 

$50,000.00 

$82,127.00 
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BID TABULATIONS 



CONTRACT 7: JAMES ROADlBANDY AREA 
REINFORCEMENTS AND EXTENSIONS 



KENVIRONS. INC 
452 VERSAILLES ROAD 
FRANKFORT. KY 40601 
TEL (502) 695-4357 
FAX (502) 695-4363 

BID TABULATIONS 
Conlract 7 James RoadlBandy Area Rcinlorccmcnls and Extensions PROJECT: 

LOCATION: Somenel. KY 
BID DATE: Oclober 28 2010 at 1’00 P M Local Time 

SHEET 1 OF 6 

/ 
BIOS RECEIVED IJNTIL 1:OO P M Local Time on October 28 2010 

BY: 

F:\PROJECTS\Z007\2007269\BIDTAB Conlracl7 



KENVIRONS. INC 
452 VERSAILLES ROAD 
FRANKFORT. KY 40601 
TEL (502) 695-4357 
FAX (502) 695-4363 

BID TABULATIONS 
Canlracl 7. ,James RosdlBandy Area Reinlorcements and Extensions PROJECT: 

LOCATION SomeIscI. KY 
BID DATE: Oclobei26 2010 al 1:OO P M Local Time 

SHEET 2 OF 6 

I 

BIDS RECEIVED UNTIL 1:OO P M Loco1 Time on October 28.2010 

BY: 10 - 29 ' /@ 
DATE 

F:\PROJECTSV007\Z007269~1DTAB Conlracl7 



KENVIRONS. INC 
452 VERSAILLES ROAD 
FRANKFORT, KY 40601 
TEL (502) 695-4357 
FAX (502) 695-4363 

BID TABUCATIONS 
Contract 7: James RoadlBandy Area Reinlorcemcnts and ExiensiDns 

October 28.2010 at 1:00 P M Local Time 

PROJECT: 
LOCATION: Sornerrel. KY 
BID DATE: 

SHEET30FS 

F:\PROJECTS\Z007~007269V3lOTAB Conlrad 7 



KENVIRONS INC 
452 VERSAILLES ROAD 
FR)\N<FORT. K I  40601 
TEL (502) 695 4357 
TAX (502) 695 4363 

PROJECT: 
LOCATION: 
810 DATE: 

BID TABULATIONS 
Conlracl 1: James RoadIEandy Area Reinlorccrncnls and Exlensions 
Somersel. KY 
October 28 2010 a1 1:OO P M Local Time 

SHEET 4 OF 6 

F:\PROJECTS\Z007\2007269WlDTAB Conlract 1 



KENVIRONS INC BID TAElULATlONS 
452 VERSAILLES ROAD 
FRANKFORT. KY 40601 
TEL (502) 695-4357 
FAX (502) 695-4363 

PROJECT: 
LOCATION: Somerset. KY 
BID DATE: Oclober 28.2010 at 1:OO P M Local Time 

Contract 7: James RoadlBandy Area Reinlorcements an0 Extensions 
SHEET 5 OF 6 

F:\PROJECTS\Z007\ZOO7269~lDTAB Contract 7 



KENVlROElS INC 
452 VERSAILLES ROAD 
FRANKFORT, KY 40601 
TEL (502) 695-4357 
FAX (502) 695.4363 

PROJECT. 
LOCATION. 
BID DATE 

BID TABULATIONS 
Conlract 7: James RoodlBandy Arca Reinlorcernenls and Exlensions 
Somenel. KY 
Oclober 28.2010 a1 1:OO P M Local Time 

SHEET 6 OF G 

1 Waddle Enlerprires. Inc. I( Cumborland Pipeline. LLC ]I Uniled Pipeline. Inc. II 
ALTERNATE NO 4 

F:\PROJECTS\Z007~007269!BlDTAB ConIracl7 



CONTRACT 8: JAMES ROAD/BANDY AREA 
PUMP STATIONS 
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CONTRACT 9: BANDY AND HUBBLE KNOB 
ELEVATED WATER TANKS 
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EXHIBIT 6 

CERTIFIED 
BID 

TABULATIONS 

Contract 7 Water Lines 
Contract 8 Booster Pump Stations 
Contract 9 Elevated Water Storage Tanks 



CONTRACT 7:  JAMES ROADIBANDY AREA 
REINFORCEMENTS AND EXTENSIONS 



KENVIRONS. INC 
452 VERSAIUES ROAD 
FRANKFORT. KY 40601 
TEL (502) 6854357 
FAX (502) 6354363 

BID TABULATIDNS 
Conlracl7: James RoadlBandy Area Reinforcemenls and Wcnslons 

October 28,2010 el 1:OO P M Local Time 

PROJECT: 
LOCATION: Somerset. KY 
BID DATE: 

SHEET i OF 6 

I 
BIDS RECEIVED UNTIL 1 00 P M Local Time on October 28 2010 

By' 

F:\PROJECTS\ZOON0072SQ~lDTAB Conlrad 7 



KENVIRONS. INC 
452 VERSAILLES ROAD 
FRANKFORT, KY 40601 
TEL (502) 695-4357 
FAX (502) 6954383 

BID TABULATIONS 
Conlrad 1 James RosdlBandy Arm Rcinlorcemenls and Extensions 

Odober 28.2010 SI 1:OO P M Local l ime  

PROJECT: 
LOCATION: Somcrsel. UY 
BID DATE: 

SHEET 2 OF 6 

I 

BIDS RECEIVED lJNTlL 1 00 P M Local Time on Odober 28,2010 

BY. /b - 29- / @ 
DATE 

F:\PROJECTSV007\2007268\BIDTAB Contrad 7 



KENVIRONS. INC 
452 VERSAILLES ROAD 
FRANKFORT, KY 40601 
TEL. (502) 695-4357 
FA% (502) 695-4363 

BID TABULATIONS 
Contrsd 7: James RoadiBandy Ares Reinforcements and Exlensions 

October 28.2010 at 1:OO P M Local Time 

PROJECT 
LOCATION: Somerset. KY 
BID DATE: 

SHEET 3 OF 6 

F:\PROJECTS\2007\2007269\81DTAB Contract 7 



KENVIRONS. INC. 
452 VERSAILLES ROAD 
FRANKFORT. KY 40601 
TEL (502) 605-4357 
FAX (502) 6954363 

BID TABULATIONS 
Conlrad 7: James Roadmandy Area Reinforcements and Exlensions PROJECT 

LOCATION: somerset. KY 
BID DATE October 28.2010 el 1:OO P M Locsl l imo 

SHEET 4 OF 6 

F:\PROJECTSL?OON007269\81DTAB Conlrsct 7 



KENVIRONS. INC 
452 VERSAILLES ROAD 
FRANKFORT. KY 40601 
TEL (502) 685-4557 
FAX (502) 695-4363 

BID TABULATIONS 
PROJECT: 
LOCATION: Somenal. KY 
BID DATE: 

Conlrad 7: James ROadlBBndy Area Reinlommenls and Exlensions 

Odober 28.2010 a1 1:OO P M Local Tlme 

SHEETS OF 6 

F:\PROJECTS\200NOO7269~lOTAB Conlrad 7 



KEWIRONS. INC 
452 VERSAILLES ROAD 
FRANKFORT. KY 40601 
TEL (502) 695-4357 
FAX (502) 685-4363 

BID TABULATlONS 
Conlracl 7: James RoadlSandy Area Reinlorcements and Wensions 

OcIoberZB. 2010 a1 1:OO P M Local Time 

PROJECT: 
LOCATION Somsrsol. KY 
BID DATE 

SHEET 6 OF 6 

F:WROJECTS\200NO07269~lDTAB Conlrsd 7 



CONTRACT 8: JAMES ROADIBANDY AREA 
PUMP STATlONS 
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CONTRACT 9: BANDY AND HUBBLE KNOB 
ELEVATED WATER TANKS 
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EXHIBIT 7 



United States Department of Agriculture 
Rural Development 
Kentucky State Office 

November 4,2010 

SUBJECT: Southeastern Water Association 
ARRA- 2010 Water Line Extensions and Reinforcements 
Contract Award Concurrence 

TO: Area Director 
London, Kentucky 

Based on the bids received and the recommendation of the consulting engineer, Rural 
Development concurs in the award of subject contract to the low bidder on Contract 7, 
Weddle Enterprises, in the amount of $2,420,699.00, the low bidder on Contract 8, 
Conley Gregory Construction Co., in the amount of $473,008.60, and the law bidder on 
Contract 9, Phoenix Fabricators, Inc., in the amount of $1 , 1 14,63 1 .OO. 

If you have any questions, please contact Julie Anderson, State Engineer, at (859) 224- 
7348. 

cc: &ins 
Frankfort, Kentucky 

771 Corporate Drive - Suite 200 Lexington, KY 40503 
Phone: (859) 224-7300 - Fax: (859) 224-7425 - TDD: (859) 224-7422 -Web: http://www.rurdev usda.gov/ky 

Committed to the future of rural communities. 

"USDA is an equal opportunity provider, employer and lender." 
TO file a complaint of discrimination write USDA, Director, Oflice of CMl Rights, Room 326-W, Whitten Building, 14Ih and 

Independence Avenue, SW, Washington, DC 20250-941 0 or call (202) 720-5964 (voice or TDD). 

http://www.rurdev
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EXHIBIT 8 

CERTIFICATE OF PRESIDENT OF SOUTHEASTERN WATER 
ASSOCIATION, INC. AS TO STATEMENT REQIJIRED BY 

SECTION 1(5) OF 807 KAR 5:069 

I, JOE RICHARDS, I, hereby certify that I am the duly qualified and acting 
President of the Southeastern Water Association, Inc. of Pulaski County, 
Kentucky, and that said Association, in cooperation with Keiivirons, Inc., 
Frankfort, Kentucky, the Engineers for the Association (the "Engineers"), is in the 
process of arranging for the finance and construction of extensions, additions and 
improvements to the wateiworks system of the Association (the "Pro.ject"). 

Rased on information furnished to me by said Engineers for the Association, 
I hereby certify as follows: 

1. That the proposed plans and specifications for the Project have been 
designed to meet the minilnuin construction and operating requirements set out in 
807 KAR 5:066, Section 4 (3) and (4); Section 5 (1); Sections 6 and 7; Section 8 
(1) through (3); Section 9 (1) and Section 10. 

2. That all other state approvals and/or perniits have already been 
obtained. 

3.  That the water rates proposed by the Association in its attached 
Application filed with the Public Service Coinmission of Kentticky are 
contemplated to produce the total revenue requirements set out in the Engineering 
Reports prepared by such Engineers and filed with the Public Service Commission. 

4. That it is now contemplated that construction of the Project will begin 
on or about January 17,20 1 1, and will end on or about August 3 1,20 1 1. 

IN TESTIMONY WHEREOF, witness my signature this f l b f i  I;! 7 , 
2010. 



STATE OF KENTUCKY 1 

COUNTY OF PULASKI ) 
) ss: 

Subscribed and sworn to before me by JOE RICHARDS, I, President of the 

Board of Directors of the SOUTHEASTERN WATER ASSOCIATION, INC., on 

this fl/ 3 ,2010. 

1 O/SEWA/Ccrti licsltc or Prcs 
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EXHIBIT 9 
Page 1 o f2  

NOTICE OF ADJUSTMENT OF WATER RATES 

SOUTHEASTERN WATER ASSOCIATION, INC. 

Notice is hereby given that, pursuant to an application filed with the Public 
Service Commission of Kentucky under KLRS 278.023 by the Southeastern Water 
Association, Inc. (the "Association"), the Association proposes to adjust its 
monthly water service rates as follows: 

Meter Size Current Rates Proposed Rates 

5/8 X 3/4 Inch Connection 
First 2,000 gallons $15.50 (Minimum Bill) $23.25 (Minimum Bill) 
All Over 2,000 gallons 6.50 per 1,000 gallons 9.95 per 1,000 gallons 

1 Inch Connection 
First 5,000 gallons $6.50 per 1,000 gallons $53.10 (Minimum Bill) 
All Over 5,000 gallons 6.50 per 1,000 gallons 9.95 per 1,000 gallons 

1-8/2 Inch Connection 
First 10,000 gallons $6.50 per 1,000 gallons $ 102.85 (Minimum Bill) 
All Over 10,000 gallons 6.50 per 1,000 gallons 9.95 per 1,000 gallons 

2 Inch Connection 
First 20,000 gallons $6.50 per 1,000 gallons $202.35 (Minimum Bill) 
All Over 20,000 gallons 6.50 per 1,000 gallons 9.95 per 1,000 gallons 

3 Inch Connection 
First 30,000 gallons $6.50 per 1,000 gallons $301.85 (Minimum Bill) 
All Over 30,000 gallons 6.50 per 1,000 gallons 9.95 per 1,000 gallons 

4 Inch Connection 
First 50,000 gallons $6.50 per 1,000 gallons $ 500.85 (Minimum Bill) 
All Over 50,000 gallons 6.50 per 1,000 gallons 9.95 per 1,000 gallons 

6 Inch Connection 
First 100,000 gallons $ 6.50 per 1,000 gallons $ 998.35 (Minimum Bill) 
All Over 100,000 gallons 6.50 per 1,000 gallons 9.95 per 1,000 gallons 



EXHIBIT 9 
Page 2 of 2 

WHOLESALE $2.43 per 1,000 gallons $2.43 per 1,000 gallons 

The proposed rate adjustment is required by the 'IJ. S. Department of 
Agriculture, Rural Development ('R"') in connection with a loan by RD to the 
Association in the amount of $3,995,000. 

The RD loan proceeds will be used in conjunction with a RD Grant in the 
amount of $1,655,000, and a contribution from the Association in the amount of 
$20,000 to finance a water system improvement project which consists of the 
construction and installation of the following improvements: a 200,000 gallon 
water storage tank and related appurtenances; a 100,000 gallon water storage tank 
and related appurtenances; two (2) new booster pump stations and related 
appurtenances; and approximately 20 miles of 12" to 3" water transmission and 
distribution lines and related appurtenances. 

SOITTHEASTERN WATER 
ASSOCIATION, INC. 
147 EAST SOMERSET CHURCH ROAD 
SOMERSET', KY 42503 

1 O/SEWA/Notice 



EXHIBIT 10 

MAPS 



ICENVIRONS. INC. 

452 VEWAUES ROAD, FRANKFORT, KENTUCKY 
(602) 896-4967 
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