
COMMONWEALTH OF KENTUCKY 

In the Matter oE: 

BEFORE THE PUBLIC SERVICE COMMISSION 

APPLICATION BY LAKEi VILLAGE 
WATER ASSOCIATION, n\iC., FOR 
A CERTIFICATE OF CONVENIENCE 
AND NECESSITY FOR A U.S. DEPT. 
OF AGRICULTURE FUNDED 
CONSTRUCTION PROJECT IN 
MERCER COUNTY, KENTUCKY 

AND 

NOTICE OF ADJUSTMENT OF RATES 

1 
1 APPLICATION 
1 &yD 
1 NOTICE OF 
) ADJUSTMENT OF RATES 
1 

Comes now the applicant, Lake Village Water Association, Inc., and, for its application and notice 

herein, would state as follows: 

A. That the Applicant is engaged as a publicutilityiiisupplying potable water to portions of 

Boyle and Mercer Counties, Kentucky. 

B. Thatthepost officeaddressofthe Applicant isP. 0. Box303,Burgin,Kentucky40310. 

C. That the Applicant does hereby apply for a certificate of convenience and necessity for a 

construction project financedin part byaloan from the U. S. Department ofAgriculture. The remaining 

fimdiny comes from a grant kom the Kentucky Infrastructure Authority and contribution by the Applicant. 

That the Applicant does hereby propose to adjust itsrates, effective the 1 st day ofJanuary, D. 

2008, in conformity with the schedule attached as Lake Villsge Exhibit 1. 
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E. Thatthis applicationandnoticearemadepursuanttoKRS 278.020(1), 807 I U R  5:.001, 

Section 8; KAR 5:069 and all other applicable law. 

F. That the Applicant is a non-profit, non-stock Kentucky corporation. The Applicant’s 

articles of incorporation’where heretofore filed with the Public Service Commission (PSC) in a prior 

proceeding; specifically “In the Matter of THE NOTICE BY LAKE VILLAGE WATER 

ASSOCIATION, INC. OF ATARIFF AMENDMENT ADJUSTING RATES etc.” and identified by 

the Commission as Case No. 9290. 

G. That this application is submitted for a construction project to extend the Lake Village 

system a1ongU.S. 68 to the ICentucky River, including the adjoining secondaryroads to provide water to 

anunserved portion ofthe Lake Village service area. The construction is located entirely within Mercer 

County. 

H. The construction will impact the system by providing potable water service to customers 

in the onlyremainingunserved portion ofthe Association’s service area and add an estimated 58 new users 

- members to the system. 

I. Attached as Lake Village Exhibit 2 is the USDA “Letter of Conditions” issued for the 

project. 

J. 

K. 

Attached as Lake Village Exhibit 3 is the USDA “letter of concurrence” in the bid award. 

Attached as combined Lake Village Exhibit 4 are sets [ 3 ]  ofthe preliminary and final 

engineering reports. 

L. Attachedas LakeVillageExhibit 5 is thecertificationrequired by 807 ICAR 5:069, Section 

l(5). 
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M. That the construction project will require the rateincrease set out in Lakevillage Exhibit 

1. 

N. Attached as Lakevillage Exhibit 6 is thenoticerequired by 807 IWR 5:069, Section 2 

as published in a newspaper of general circulation in the local service area. 

WHEREFORE the Lakevillage Water Association, Inc. respectfullyrequests that the Commission 

issue a certificate of convenience and necessity for this project funded in part by USDA and an order 

approving the increased rates. 
3 

Dated at Burgin, Kentucky, this day of January, 2007. 

TAYLOR & STEVENS 
ATTORNEYS FOR APPLICANT ASSOCIATION, INC. 
LAKE VILLAGE WATER 
ASSOCIATION, INC. 
326 West Main Street BY: 

Dandle, Kentucky 40423-0901 
Tclephone: (606) 236-2167 

LAKE VILLAGE WATER 

P.O. Box 901 PRESIDEN? 

dan.work\lvwa\psc\ccn.shakertown to river - app 
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Final Engineering Report Support Documents 

Usage 

Current 2004 15% Increase 

I 
Percentage 

I /Current 2004 I Rate increase I 
COSS Block Usage 
First 2,000 gallons 
Next 18,000 gallons 
Over 20,000 gallons 

Rates needed 
$19.39 $22.30 
$7.1 3 $8.20. 
$5.41 $6.22 

Current 2004 
Rates 

LVWA rates comparison 
1 /24/2007 C:\l -DAE New LEX 732\Project CIienRLake Village\Rual DeveloprnenRLVWA usage data07P.xls 

Rate increase Percentage 
needed . Cost Increase Increase 



Unitad States IDeparhen4 of Agriculture 
Rural Development 
Kentucky State office 

January 21,2005 

MI. Danny Noel, President 
Lake Village Water Association, hc .  
P.O. Box 303 
Burgin, Kentucky 403 10 

Dear Mr. Noel: 

This letter establishes conditions which must be understood and agreed to by you before fuaher 
consideration may be given to the application. The loan will be administered on behalf of the 
Rural Utilities Service @US) 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 approval or as a representation as to the availability of 
funds. The docket may be completed on the basis of aRUS loan not to exceed $885,000, a 
Tobacco Settlement grant of $450,000, and an applicant contribution 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. 

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

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

Til Corporate Drive. Suite 200. Lexington, KY 40503 
Phone: (858) 224-7300 * Fax (859) 224-7425 * TDD: (859) 224-7472. Web: http.Jl~.Nidev.usda.Q~”lk~ 

~ommilted to the bture Of Nral communities. 

‘USCA is an equal oppoitunitf provider. employer and lender.’ 
To file a mrnplaint of discrimination write USDA. Director. office of Ciiii Rights, Rwm 326W. Whkten Building, 14’and 

independence Avenue, SW. Washinaton. CC 20250-9410 or call 1202) 720-5962 hoim or TDC). 



Lake Village Water Association, Inc. 

1. 
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Number of Users and Their Contribution: 

There shall be 1,940 water users, of which 1,882 are existing users and 58 are new users. 
The k e a  Director will review and authenticate the number of users and amount of 
contribution prior to advertising for construction bids. 

lh .  Drug-Free Work Place: 

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

2. Repawent 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. 

3. Recommended Repavment Method 

Payments on this loan can 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 SF 5510, “Authorization 
Agreement for Preauthorized Payments,” should be signed by the Association to 
authorize the electxonic withdrawal of funds from your designated bank account on the 
exact installment payment due date. The Area Director will fumish the necessary forms 
and further guidance on the PAD procedure. 

4. Funded Depreciation Reserve Account: 

The Association will be required to deposit $410.00 per month into a “Funded 
Depreciation Reserve Account” until the account reaches $49,200. The deposits are to be 
resumed any time the account falls below the $49,200. 

The required monthly deposits to the Reserve Account and required Reserve account 
levels are in addition to the requirements of the Association’s prior note 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. 

5. Securitv Reauirements: 

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



Lake Village Water Association, hc.  

6. 
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Land Ri&s and Real Propem: 

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

7. Organization: 

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

8. 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 mua l ly  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, bookkeeping, making and delivering required reports and 
audits. 

The operating expenses are above typical and the water loss was 28.57% on the 
December 31,2003 PSC Annual Report, which exceeds the reasonable level of 15%. 
The management of the Association needs to address these situations and provide a 
written response concerning their corrective measures. 

9. Accounts. Records and 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 1780.47 ofRUS 
Instruction 1780 and RUS Staff Instruction 1780-4, a copy of which is enclosed. 

AccomDlish 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 funds are received. The Association will provide copies of the 
audits to the Area Office and the appropriate Federal cognizant agency as designated by 

10. 

OMB Circular A-133. 

1 1. Insurance and Bonding: 

The following insurance and bonding will be required: 

A. Adequate Liability and Property Damage Insurance includmg 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. 

B. 
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C. 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 $230,000. 

D. Real Property Insurance - The Association will obtain and maintain adequate f i e  
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 and/or insurance provider. Subsurface liR 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. 

E. 

12. 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 "21" of this letter. 
The engineer may then proceed to develop final plans and specifications to be 
completed no later than 210 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, and total funds are committed or 
available for the project. 

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: 

B. 

1. 
2. 

3. Legal Service Agreements. 
4. Engineering Agreements. 

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 funds or revenues 
from facilities financed by this Agency. 

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

13. Comuliance with Section 504 of the Rehabilitation Act of 1973: 

The Association will be required to comply with Section 504 of the Rehabilitation Act of 
1973, as amended (29 U.S.C. 794), in order to make sure no handicapped individual, 
solely by reason of their handicap, is excluded from participation in the use of the water 
system, be denied the benefits of the water system, or be subjected to discrimination. 
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14. 

15. 

16. 

17. 

18. 

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 with any and all state and local laws and 
regulations affecting this type project. 

Svstem @erator: 

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 RD 1942-8, "Resolution of Members or Stockholders." 

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

C. Form RD 400-1, "Equal Opportunity Agreement." 

D. Form RD 400-4, "Assurance Agreement." 

E. Form AD-1047, "Certification Regarding Debarment, Suspension, and Other 
Responsibility Matters - Primary Covered Transaction." 

Form RD 1910-1 1, "Applicant Certification Federal Collection Policies for 
Consumer or Commercial Debts." 

RD Instruction 1940-Q, Exhibit A-I, "Certification for Contracts, Grants and 
Loans." 

F. 

G. 

The Association must offer the opportunity for all residents in the semice area to become 
users of the facilities regardless of race, creed, color, religion, sex,-national origin, marital 
status, physical or mental handicap or level of income. 

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 request of the Government, the Association will apply for and accept 
such loan in sufficient amount to repay the Government. 



Lalce Village Water Association, Inc. 

19. Commercial Interim Financing: 
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The Association will be required to use commercial interim financing for the project 
during construction for the RLT§ 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, en,&eer 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. 

20. Disbursement of Proiect Funds: 

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

During construction, the Association shall disburse project f h d s  in a manner consistent 
with subsection 1780.76 (e) of RUS 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 funds by the Association, the Board of 
Directors shall review and approve payment estimate. All bills and vouchers must be 
apuroved by Rural Development urior to payment by the Association. 

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

Monthly audits of the Association's construction account records shall be made by Rural 
Development. 

, 

21. Cost of Facility: 

Breakdown of Costs: 

Development 
Land and Rights 
Legal and Administrative 
Engineering 
Contingencies 

TOTAL 
Financing: 

RUS Loan 
Tobacco Settlement Grant 
Applicant Contribution 

TOTAL 

$ 1,023,100 
9,000 

34,600 
188.300 
100:000 

$ 1,355,000 

$ 885,000 
450,000 
20,000 

$ 1,355,000 



Lake Village Water Association, Inc. 
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The Debt Collection Improvement Act (DCIA) of 1996 requires that & federal payments 
after January 1, 1999, must be made by Electronic Funds Transfer/Automated 
Clearinghouse (EFT/ACH). Borrowers receiving payments by EFT will have funds 
directly deposited to a specified account at a financial institution with funds being 
available to the recipient on the date of payment. The borrower should complete Form 
SF-388 1, “Electronic Funds Transfer Payment Enrollment Form,” for each account where 
funds 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. 

Use of Remaining Project Funds: 

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

23. 

24. Rates and Charges: 

Rates andcharges 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: 

First 2,000 gallons @ $ 22.30 - Minimum Bill. 
Next 18,000 gallons @ $ 8.20 -per 1,000 gallons. 
All Over 20,000 gallons @ $ 6.22 - per 1,000 gallons. 

Wholesale rate to North Point Training Center $1.85 - per 1,000 gallons. 

25. 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 RUS 
Instruction 1780. 

Commitment of Tobacco Settlement Grant Funds: 

This Letter of Conditions is issued contingent upon a firm commitment being in effect 
prior to advertising for construction bids for the Tobacco Settlement grant in the amount 
of $450,000. 

26. 
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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 kture customer wishing to 
build on or develop property located within a designated floodplain. If a customer or 
developer requests service for construction 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 (NFP) and the customer or developer must obtain 
the required permits prior to the tap on restrictions being waived. 

28. Mitigation Measures: 

A. The project shall be in compliance with all requirements noted in the Kentucky 
Department for Local Government letter dated June 22,2004, from Mr. Ronald A. 
Cook, Manager. 

The design and construction shall be in compliance with the requirements of the 
U.S. Fish and Wildlife Service as requested by letter dated October 18,2004, and 
signed by Virgil Lee Andrews, Jr., Field Supervisor. 

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

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

B. 

C. 

D. 

29. 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, 

KENNETH SLONE 
State Director 

Enclosures 

cc: /Area Director - Shelbyville, Kentucky 
Rural Development Manager - Nicholasville, Kentucky 
Bluegrass ADD - Lexington, Kentucky 
William L. Stevens - Danville, Kentucky 
Strand Associates - Louisville, Kentucky 
PSC - ATTld: Bob Amato - Frankfort, Kentucky 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

JAN 3 0 2007 

In the Matter of: 

APPLICATION BY LAKE VILLAGE ) 
WATER ASSOCIATION, INC., FOR 1 
A CERTIFICATE OF CONVENIENCE ) 
AND NECESSITY FOR A U.S. DEPT. ) 
OF AGRTCULTURE FUNDED 1 
CONSTRUCTION PROJECT IN 1 
MERCER COUNTY 1 

AND 

NOTICE OF ADJUSTMENT OF RATES 
1 
) 

CASE NO. 

CERTIFIED STATEMENT OF UTILITY OFFICIAL 

This is submitted in support of the application of Lake Village in the above styled matter to 

certify the following: 

1. That the undersigned is the President of the Lake Village Water Association, Inc. and 

these certifications are submitted information and believe following due investigation and review. 

2. That the proposed plans and specifications for the project have been designed to meet 

the minimum construction and operating requirements established 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. 

3. That all other state approvals and/or permits have been obtained. 
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4. That the rates proposed in the attached Exhibit 1 of the Association will produce the 

total revenue requirements as set out in the engineering reports. 

5 .  That construction is scheduled to begin February 1 2007, and scheduled to be 

completed within six months. 

6. That notice meeting the requirements of 807 KAR 5:069, Section 2, has been given; 

see attached Exhibit 6. 

CERTIFIED this 'ya day of January, 2007. 

Lake Village Water Association, Inc. 

dan.work\lvwa\psc\ccn.shakertown to river - cert state 
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NOTICE 

TO THE MEMBERS OF THE 

LAKE VILLAGE WATER ASSOCIATION, INC. 

The members of the Lake Village Water Association, Inc., are given notice that the 

Association will file an application with the Public Service Commission of the Commonwealth of 

ICentucky for a certificate of convenience and necessity for a construction project funded in part by a 

loan from the U S .  Department ofAgriculture. MEMBERS ARE ALSO GIVEN NOTICE THAT 

THIS PROJECT WILL RESULT IN AN INCREASE IN THE RATES TO BE CHARGED 

TO MEMBERS AS SET OUT BELOW. 

The project consists of the installation of water line in Mercer County, Kentucky, along U.S. 

68 to the Mercer - Jessamine County line, with connector lines along A.T. Dean Road, Canaan Land 

Road, Coghill Lane, Shakers Landing Road, and Palisades Road. These extensions will serve an 

estimated 58 new customers in Mercer County. The estimate cost of the project is $1,355,000.00. 

Funding for the project is by means of a $885,000.00 RD loan, a grant of $450,000.00 from the 

Kentucky Coal/Tobacco Developinent Fund, and $20,000.00 in direct contribution froin the 

Association from connection fees. 

The existing and proposed rates are as follows: 

Current 2004 
Block Usage Rates 
First 1,000 gallons $19.39 
Next 2,000 gallons $5.58 
Next 2,000 gallons $5.08 
Next 5,000 gallons $4.62 
Over 10,000 $4.26 

Rate increase 
needed 

$22.30 
$6.42 

$5.31 
$4.90 

$5.84 

DANNY NOEL, PRESIDENT 

LAKE VILLAGE WATER ASSOCIATION, INC. 





AFFIDAVIT 

The affiant, Michael G. Elliott, states that he is the Advertising Director for the Advocate 

Messenger and The Kentucky Advocate, newspapers of general circulation published in Danville, 

Boyle County, Kentucky. 

Advertising Director 

Subscribed and sworn before me this aq’ day of ?$&& ,20&.j. J, 

kotary Public 
,Gate-at-Large 

Kentucky 





Report for 

Lake Village Water 
Association, Kentucky 

Final Engineering Report 

Prepared by: 

STRAND ASSOCIATES, INC? 
1525 Bull Lea Road, Suite 100 

Lexington, KY 4051 1 
www.strand.com 

January 2007 
(Revised January 25,2007) 

STRAND 
ASSOCIATES. INC* 
E N L Z I N E E T S  
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FINAL ENGINEERING REPORT 



Lake Village Water Association 
Final Engineering Report 

1.01 PURPOSE OF THE REPORT 

This report updates the Preliminary Engineering Report dated March 2004, of the proposed water main 
extension project Contract 12 for Lake Village Water Association (LWVA). 

2.01 FINANCIAL 

A. Construction and Proiect Costs 

Construction and project cost estimates based on the bids dated December 18, 2006, are presented in 
Table 2.01-1. The construction bid, excluding meters, is $908,630. The total project cost is 
approximately $1,355,000. 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

Budget Per Preliminary 
Engineering Report and Rural 

Cost Classification Letter of Conditions Project Status 
Development Budget per December 2006 

Administrative Expenses (1) 

Legal Expenses 
Land, Appraisals, 
Easements, Right-of-Ways 
Relocation Expense and 
Payments 
Planning (Preliminary and 
Additional Services) 
Engineering Fees - Design 
and Bid 
Engineering Fees - 
Construction 
Engineering Fees - 
Observation 

Construction 

Equipment 

Contingency 

$29,600.00 

5,000.00 

9,000.00 

30,000.00 

75,568.00 

18,972.00 

63,760.00 

1,023,100.00 

100,000.00 

$29,600.00 

10,000.00 

9,000.00 

68,500.00 

75,568.00 

17,892.00 

58,900.00 

908,630.04 

176,909.96 

12. Other - 

Total $1,355,000.00 $1,355,000.00 

Table 2.01-1 Budget Review 

Prepared by Strand Associates, Inc.@ 
DAE:pv\S1 .ievised.doc\OI 2507 

1-1 



Lake Village Water Association 
Final Engineering Report 

B. Project Budqet 

Develc 
($20.01 

A summary of the project funding is presented in Table 2.01-2. Funding is comprised of a loan (Rural 
nent - $885,000), a grant (Kentucky Coalfrobacco - $450,000), and connection fees 

Sources of Funds Amount 

1. RDLoan $885,000.00 
2. KY Coal/Tobacco Development 450,000.00 

3. Local Connection Fees 
Total 

Table 2.01-2 Project Funding 

20,000.00 

$1,355,000.00 

C. Rate Analvsis 

LWVA served 1,932 customers in March 2004. Currently (January 7, 2007), LWVA serves 2,110 
customers. Records indicate that a significant number of new taps occurred in 2004. See Table 2.01-3. 
The expected annual income, based on existing rates and recent billing data provided by LVWA, is 
presented in the Appendix of supporting documents. The average monthly bill for residential customers 
is $30.09 based on usage of 3,500 gallons. With the projections of revenues, operation costs, and the 
debt retirement schedule, the operating budgets were computed for the years 2003 through 2008 and 
2012. See Appendix A. 

Year Recorded New Taps Total Customers 
1999 27 1,662 
2000 43 1,705 
2001 39 1,744 
2002 66 1,810 
2003 72 1,882 
2004 159 2,041 
2005 44 2,085 
2006 25 2,110 

Year Projected New Taps Projected Customers 
2007 0 2,110 
2008 58 2,168 
2009 0 2,168 
2010 0 2,168 
201 1 0 2,168 
2012 0 2,168 

Table 2.01-3 Service Tap History and Projections 

Prepared by Strand Associates, Inc 
W E  pi  S1 IC, iec doc 01250’ 
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Lake Village Water Association 
Final Engineering Report 

3.0P SUMMARY AND CONCLUSIONS 

The Contract 12 Water Main Extension Project expands the existing LWVA public water supply system 
to reach the eastern boundary of Mercer County. This extension will make service available to 58 new 
customers in Mercer County currently lacking a potable water supply. 

The 2003 through 2008 and 2012 Proposed Operating Budgets for the Existing System and the 
Contract 12 extension are presented in the Appendix and summarized in Table 3.01-1. The projected 
deficit for the entire system in 2008 (first year of operation after improvement) is approximately -$8,000. 
At the fifth year of operation after the project is complete, 2012, the operating budget is projected to 
have an approximate deficit of $96,000. Based upon these projections, a rate increase noted in the 
Summary Addendum will be needed. The 15 Yo rate increase is compared in Table 3.01-2 for the first 
and fifth year of operation. The 15 % rate increase provides a surplus for the operation. 

2003 2004 2005 2006 2007 2008 2012 

Operating Income $740,149 $886,563 $954,592 $966,384 $973,533 $993,296 $993,296 

Operation and 
Maintenance 
Expense 666,946 601,221 664,883 684,829 705,374 726,536 817,716 

Net Income 76,936 285,342 290,260 281,555 268,159 266,760 175,580 

Debt Repayment 210,180 210,180 210,959 210,180 210,180 229,325 226,087 
Balance for 
Coverage and 
Depreciation Prior to 
20% Coverage 
Deduction (133,244) 75,162 79,301 71,375 57,979 37,435 (50,507) 

Surplus (Deficit) ($175,280) $33,126 $37,109 $29,339 $15,943 ($8,430) ($95,724) 

Note: Data for 2003 through 2005 based on audit reports. 

Table 3.01-1 Summary of Operating Budget Analysis per 2004 Rates 

Prepared by Strand Associates, 1nc.O 
OAEw\SI  .revised.doc\012507 
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Lake Village Water Association 
Final Engineering Report 

Operating Income 
Operation and 
Maintenance 
Expense 
Net income 
Debt Repayment 
Balance for Coverage 
and Depreciation prior 
to 20% Coverage 
deduction 

Surplus (Deficit) 

2008 

2004 Rates 
$993,296 

726,536 
266,760 
229,325 

37,435 

($8,430) 

2008 

15% Increase 
$1,092,915 

726,536 
409,315 
229,325 

179,990 

$134,125 

2012 

2004 Rates 
$993,296 

817,716 
175,580 
226,087 

(50,507) 

($95,724) 

Table 3.01 -2 Summary Comparison of Operating Budgets 

2012 

15% Increase 
$1,092,915 

817,716 
318,134 
226,087 

92,047 

$46,830 

Prepared by Strand Associates, Inc? 
OAEov\S1 .revised.doc\Ol2507 
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New Taps and Customer Records 

Year 
I999  
2000 
2001 
2002 
2003 
2004 
2005 
2006 

Year 
2007 
2008 
2009 
201 0 
201 1 
201 2 

Recorded 
New Taps 

27 
43 
39 
66 
72 
159 
44 
25 

Taps 
0 

58 
0 
0 
0 
0 

Total 
Customers 

1,662 
1,705 
1,744 
1,810 
1,882 
2,041 
2,085 
2,110 

Projected 
Customers 

2,110 
2,168 
2,168 
2,168 
2,168 
2,168 

C \ l  -DAE New LEX 732\Project Client\Lake Village\Rual Development\LVWA usage data07-2.xls 1 /25/2007 
USER RECORDS 









2003 

PAST OPERATING BUDGET 
(As of 2003 full operating year) 

A.Operating Income: With 2003 Rates 

Water Sales recorded use at 2003 rates 
Suchage Fee 
Other ( Lease Income and Miscellaneous Revenue ) 

01/01/03 through 12/31/03 

$704,655 
$0 

$35,494 

Less Allowances and Deductions $0 

$740,149 Total Operating Income . . . . . . . . . . . . . . . .  

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

Potable Water System Expenses, includes treatment & distribution ($316,914) 

Administrative and General Expense - potable water system ($350,032) 

Total Operating Expenses . . . . . . . . . . . . . .  ($666,946r 

Customer Accounts Expense $0 

$73.203 Net Operating Income . . . . . . . . . . . . . . . . .  

C Nan-Operating Income: 

Interest on Deposits 
Other (Nonutilily Income) 

$0 
$3,733 

Total Nan-Operating Income $3,733 

. . . . . .  $76,936 D Net Income . . . . . . . . . .  

E. Debt Repayment: 

Revenue Bond Interest 
Revenue Bond Principal 
RD Interest 
RD Principal 

$0 
$0 

($109,964) 
($100,216) 

(5210,180k Total Debt Repayment . . . . . . . . . . . . . . .  

F. Balance Available for Coverage 
and Depreciation . . . .  (5133.2441 

G Required Coverage @ 20% ($42,0361 

H Surplus (Deficit) ($175,2801 

I. Conclusion: Operation was negative and the 2004 rate increase justified. 

C:\l -DAE New LEX 732\Project ClienALake Village\Rual Development\LVWAOperatingBudgeI2007 update2.xls 
ex water-2003 



2004 

OPERATING BUDGET 
(2004 Year Of Operation prior to new improvements) 

A. Operating Income: With 2004 Rates 

Year Ending 12/31/2004 

Water Sales recorded use per audit at 2004 rates 
Surcharge Fee 
Other ( Lease Income and Miscellaneous Revenue ) 

Less Allowances and Deductions 

Total Operating Income . . . . . . . . . . . . . . . 
B.Operation and Maintenance Expenses: 

(Based on Uniform System of Accounts prescribed by 
National Association of Regulatory Utility Commissioners) 

Potable Water System Expenses, including treatment & distribution 
Customer Accounts Expense 
Administrative and General Expense - potable water system 
including engineering fees associated with design of new 
improvements 

Total Operating Expenses 

Net Operating Income . , . . . , . . . . . . . . . . 

Interest on Deposits 
Other (Describe) 

Total Non-Operating Income 

DNetlncome . . . . . . . . . . . . . . . . . . 
E. Debt Repayment: 

Revenue Bond Interest 
Revenue Bond Principal 
RD Interest 
RD Principal 

$840,394 
$0 

$46,169 

$0 

$886.563 

($286,906) 
$0 

($31 4,315) 

($601,221 1 
$285,342 

$0 
$0 

$0 

$285,342 

$0 
$0 

($135,560) 
($74,62OL 

Total Debt Repayment . . . . . . . . . . . . . . . ($210,1801 

F. Balance Available for Coverage 
and Depreciation . . . . . . , 

G Required Coverage @ 20% 

H Surplus (Deficit) 

I. Conclusion Operation is positive. 

$75,162 

($42,0361 

$33,126 

C:\I-DAE New LEX 732\Project Client\Lake Village\Rual Development\LVWAOperatingBudget2007 update2.xis 
ex water-2004 



2005 

PAST OPERATING BUDGET 
(As of 2005 full operating year) 

A. Operating Income: With 2004 Rates 

01/01/05 through 12/31/05 

Water Sales reported in 2005 
SuchageFee 
Other ( Lease Income and Miscellaneous Revenue ) 

Less Allowances and Deductions 

Total Operating Income 

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

Potable Water System Expenses, includes treatment &distribution 
Customer Accounts Expense 
Administrative and General Expense . potable water system 

Total Operating Expenses 

Net Operating Income . 
C Non-Operating Income: 

Interest on Deposits 
Other (Nonutility Income) 

Total Non-Operating Income 

D Net Income . . . . . . . . . . . 
E. Debt Repayment: 

Revenue Bond Interest 
Revenue Bond Principal 
RD Interest 
RD Principal 

Totai Debt Repayment 

F. Balance Available for Coverage 
and Depreciation . . . . . . . . . . 

G Required Coverage @ 20% 

H Surplus (Deficit) 

I .  Conclusion: Operation analysis indicates surplus with 2004 rate increase 

$91 1,657 
$0 

$42,935 

$0 

$954.592 

($325,110) 
$0 

($339,773) 

($664,883) 

$289,709 

$0 
$551 

$551 

$290.260 

($130,220) 
($80,739) 

($21 0,959L 

$79,301 

($42,1921 

$37.109 

C:\l -DAE New LEX 732\Project Client\Lake Village\Rual Development\LVWAOperatingBudge!2007 update2.xls 
ex water-2005 



2006 

PROJECTED OPERATiNG BUDGET 
(2006 Year Of Operation prier to new improvements) Year Ending 12/31/2006 

A.Operating Income: With 2004 Rates 

Water Sales projected use to 2006 
Surcharge Fee 
Other ( Lease Income and Miscellaneous Revenue ) 

Less Allowances and Deductions 

Total Operating Income . . . . . . . . . . . 
B.Operaticn and Maintenance Expenses: 

(Based on Uniform System of Accounts prescribed by 
National Association of Regulatoly Utility Commissioners) 

Potable Water System Expenses, including treatment & distribution 
Customer Accounts Expense 

Administrative and General Expense - potable water system 

Total Operating Expenses . . . . . . . . . . 

Net Operating Income . . . . . . . . . . . . 
C Non-Operating Income: 

Interest on Deposits 
Other (Describe) 

Total Non-Operating Income 

DNetlncome . . . . . . 

E. Debt Repayment: 

Revenue Bond Interest 
Revenue Bond Principal 
RD interest 
RD Principal 

Total Debt Repayment . . . . . . . . . . . 

F. Balance Available for Coverage 
and Depreciation . . . . . . . . . . . . . 

G Required Coverage @ 20% per 2005 audit 

H Surplus (Deficit) 

I. Conclusion: Operation is positive. 

$923,449 
$0 

$42,935 

$0 

. . . .  $966,384 

($334,863L 
$0 

($349,966) 

($684,8291 

$281,555 

$0 
$0 

$281.555 

$0 
$0 

($126,711) 
($83,469) 

($210,1801 

. . . .  $71.375 

($42,0361 

$29,339 

C:\l -DAE New LEX 732\Project Client\Lake Village\Rual Development\LVWAOperatingBudget2007 update2.xls 
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2007 

PROJECTED OPERATiNG BUDGET 
(Projected 2007 Year Of Operation prior to new improvements) 

A.Operating Income: With 2004 Rates 

Year Ending 

Water Sales projected use to 2007 assuming no new 
customers independent of CT12-2006 and at 2004 rates 
Surcharge Fee 
Other ( Lease Income and Miscellaneous Revenue ) 

Less Allowances and Deductions 

Total Operating Income 

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

Potable Water System Expenses, including treatment & distribution 
Customer Accounts Expense 
Administrative and General Expense - potable water system 
excluding engineering fees associated with design of new 
improvements 

Total Operating Expenses 

Net Operating Income 

C Nan-Operating income: 

Interest on Deposits 
Other (Describe). 

Total Non-Operating Income 

D Net Income . . . . . . . . . I . . . . . . . 

E. Debt Repayment: 

Revenue Bond Interest 
Revenue Bond Principal 
RD interest 
RD Principal 

Total Debt Repayment . . . . . . . . . . . . . . 

F. Balance Available for Coverage 
and Depreciation . . . . . . . . . . . . . 

G Required Coverage @ 20% 

H Surplus (Deficit) 

1. Conclusion Operation is positive. 

12/31/ZO07 

$930,598 
$0 

$42,935 

$0 

$973,533 

($344,909) 
%n 

($360,465) 

($705,3741 

$268,159 

$0 
$0 

$0 

$268,159 

$0 
$0 

($121,864) 
($88,316) 

($21 0,180) 

$57,979 

($42,0361 

$15,943 

C\l  -DAE New LEX 73Z\Project Client\Lake Village\Rual Development\LVWAOperatingBudget2007 update2.xis 
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2008 

PROJECTED OPERATING BUDGET 
(Projected 2008 Year Of Operation with new improvements) Year Ending lU3112008 

A. Operating Income: With 2004 Rates 

Water Sales projected use to 2008 assuming only the 58 new 
customers per CT12-2006 and at 2004 rates. This would be the 
projected operation of one full year with project complete. 
Surcharge Fee 
Other ( Lease Income and Miscellaneous Revenue ) 

Less Allowances and Deductions 

Total Operating Income . . . . . . . . . . . .  

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

Potable Water System Expenses, including treatment & distribution 
Customer Accounts Expense 

Administrative and General Expense potable water system 

Total Operating Expenses . . I . . 
Net Operating Income . 

C Non-Operating Income: 

Interest on Deposits 
Other (Describe) 

Total Non-Operating Income 

D Net Income 

E. Debt Repayment: 

Revenue Bond Interest 
Revenue Bond Principal 
RD interest 
RD Principal 

Total Debt Repayment 

F. Balance Available for Coverage 
and Depreciation . . . . . . . . . . . . .  

G Required Coverage @ 20% 

H Surplus (Deficit) 

I .  Conclusion Operation is negative. 

$950,361 
$0 

$42,935 

$0 

. . . .  $993,296 

($355,256) 
$0 

($371,279) 

($726,5361 

$266.760 

$0 
$0 

$266,760 

($229,3251 

. . . .  537,435 

($45,8651 

($8,4301 

C:\l -DAE New LEX 732\Project ClienALake Viilage\Rual De~elopment\LVWAOperatingBudget2007 update2.xls 
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2008 

PROJECTED OPERATING BUDGET 
(Projected 2008 Year Of Operation with new improvements) Year Ending 12/31/2008 

A.Operating Income: With 2004 Rates X 1.15 for 15% rate increase 

Water Sales projected use to 2008 assuming only the 58 new 
customers per CT12-2006 and at 2004 rates. This would be the 
projected operation of one full year with project complete. 
Surcharge Fee $0 

$1,092,915 

$42,935 Other ( Lease Income and Miscellaneous Revenue ) 

Less Allowances and Deductions 

Totaloperating Income . . . . .  
$0 

$1,135,850 

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

Potable Water System Expenses, including treatment & distribution ($355,2562 

Administrative and General Expense - potable water system ($371,279) 

Total Operating Expenses . . . . . . . . . . . . . .  ($726.5361 

Net Operating Income . . . . . . . . . . . . . . . . .  $409,315 

Customer Accounts Expense $0 

C Non-Operating Income: 

Interest on Deposits 
Other (Describe) 

Total Non-Operating Income 

D Net Income . . . .  

E. Debt Repayment: 

Revenue Bond Interest 
Revenue Bond Principal 
RD Interest 
RD Principal 

. . . . . . .  

$0 
$0 

$0 

$409,315 

$0 _. 
$0 

($180,969) 
($68,356) 

Total Debt Repayment ($229,3251 . . . . . . . . . . . . . . .  

F. Balance Available for Coverage 
and Depreciation . . . .  

G Required Coverage @ 20% 

H Surplus (Deficit) 

I. Conclusion Operation is positive. 

$179,990 

($45.8651 

$1 34,125 

C:\l -DAE New LEX 732\Project Client\Lake Village\Rual Development\LVWAOperatingBudget2007 update2.xis 
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2008 

PROJECTED OPERATING BUDGET 
(Projected 2008 Year Of Operation with new improvements) Year Ending 

A. Operating Income: With 2004 Rates X 1.05 for 5% rate increase 

Water Sales projected use to 2008 assuming only.the 58 new 
customers per CT12-2006. This would be the projected 
operation of one full year with project complete. 
Surcharge Fee 
Other ( Lease Income and Miscellaneous Revenue ) 

Less Allowances and Deductions 

Total Operating Income 

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

Potable Water System Expenses, including treatment & distribution 
Customer Accounts Expense 

Administrative and General Expense - potable water system 

Total Operating Expenses . . . . . . . . . . . . . . 

Net Operating Income . . . . . . . . . . . . . . , 

C Non-Operating Income: 

Interest on Deposits 
Other (Describe) 

Total Nan-Operating Income 

D Net Income . . . . . . . . . . . . . . . 
E. Debt Repayment: 

Revenue Bond Interest 
Revenue Bond Principal 
RD Interest 
RD Principal 

Total Debt Repayment . , . . . . . . 

F. Balance Available for Coverage 
and Depreciation . . . . 

G Required Coverage @ 20% 

H Surplus (Deficit) 

I. Conclusion Operation is positive. 

12/31/2008 

$997,879 
$0 

$42,935 

$0 

$1,040,814 

($355,256) 
$0 

($371,279) 

($726.5361 

$314,278 

$0 
$0 

50 

$314,278 

$0 
$0 

($160,969) 
($68,356) 

(5229,3252 

$84,953 

($45,8652 

$39,088 

C:\l -DAE New LEX 732\Project Client\Lake Village\Rual Development\LVWAOperatingBudget2007 update2.xls 
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2008 

PROJECTED OPERATiNG BUDGET 
(Projected 2008 Year Of Operation with new improvements) Year Ending 12/31/2008 

A. Operating Income: With 2004 Rates X 1.11 for 11% rate increase 

Water Sales projected use to 2008 assuming only the 58 new 
customers per CT12-2006. This would be the projected 
operation of one full year with project complete. 
Surcharge Fee 
Other ( Lease Income and Miscellaneous Revenue ) 

Less Allowances and Deductions 

Totaloperating Income . . . . . .  

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

Potable Water System Expenses, including treatment & distribution 
Customer Accounts Expense 

Administrative and General Expense - potable water System 

Total Operating Expenses 

Net Operating Income . . . . . . . . . . . . . . . .  

C Non-Operating Income: 

interest on Deposits 
Other (Describe) 

Total Non-Operating Income 

D Net Income . . . . . . . . . . . . . . . . . .  

E. Debt Repayment: 

Revenue Bond Interest 
Revenue Bond Principal 
RD Interest 
RD Principal 

$0 

$1,097,836 

($355,256) 
nn 

($371,279) 

($726,5361 

$371,300 

$0 
%A 

$0 

$371,300 

$0 
$0 

($160,969) 
($68,356) 

($229,3251 Total Debt Repayment . . . . . . . . . . . . . . .  

F. Balance Available for Coverage 
and Depreciation . . . . . . . . .  

G Required Coverage @ 20% 

H Surplus (Deficit) 

I. Conclusion Operation is positive. 

$1 41,975 

($45,865r 

$96,110 

C:\l -DAE New LEX 732\Project Client\Lake Village\Rual Deveiopment\LVWAOperatingBudgeQOO7 update2.xls 
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201 2 

PROPOSEDOPERATINGBUDGET 
(5th Full Year Of Operation) Year Ending 

A. Operating Income: Loan (RD) $885,000 @ 5.000% added to Debt Repayment 

Water Sales projected use with no new customers from 2008 
and at 2004 rates 
Surcharge Fees 
Other ( Lease Income and Miscellaneous Revenue ) 

Less Allowances and Deductions 

Total Operating Income . . . . . . . . . . . . 

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

Potable Water System Expenses, including treatment & distribution 
Administrative and General Expense - potable water system 
Customer Accounts Expense 

Total Operating Expenses . . . . . . . . . . . . . . 

Net Operating Income 

C Non-Operating Income: 

Interest on Deposits 
Other (Describe) 

Total Non-Operating Income 

. _ _ . . .  

DNetlncome . . . . . . . . . . . . . . . . . . 

E. Debt Repayment: 

Revenue Bond Interest 
Revenue Bond Principal 
RD Interest 
RD Principal 

TetalDebt Repayment . . . . . . 

F. Balance Available for Coverage 
and Depreciation . . . . . . . . 

G Required Coverage @ 20% 

H Surplus (Deficit) 

I. Conclusion Operation is negative. 

1 2/31 E O 1  2 

$950,361 

$42,935 

$0 

$993,296 

$0 

($81 7.71 6) 

$175,580 

$0 
$0 

$0 

$175,580 

$0 

($226,0871 

($50,507) 

($45,217) 

($95,724) 

C:\l -DAE New LEX 732\Project Client\Lake Village\Rual Development\LVWAOperatingBudget2007 update2.xls 
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201 2 

PROPOSED OPERATING BUDGET 
(5th Full Year Of Operation) Year Ending 12/31/2012 

A.Operating Income: Loan (RD) $885,000 @ 5.000% added to Debt Repayment 

Water Sales projected use with no new customers from 2008 
and at 2004 Rates X 1.15 for 15% rate increase 
Surcharge Fees 
Other ( Lease Income and Miscellaneous Revenue) 

$1,092,915 
$0 

$42,935 

Less Allowances and Deductions $0 

Total Operating Income . . . . . . . . . . . . . . . . .  $1,135,850 

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

Potable Water System Expenses, Including treatment & distribution 
Administrative and General Expense - potable water system 
Customer Accounts Expense 

($399,841 ) 
($417,875) 

$0 

Total Operating Expenses . . . . . . . . . . . . . .  ($817,716) 

Net Operating Income . . . . . . . . . . . . . . . . . .  $318,134 

C Non-Operating Income: 

Interest on Deposits 
Other (Describe) 

$0 
$0 

Total Non-Operating Income $0 

D Net Income . . . . . . . . . . . . . . . . . . . .  $31 8,1 34 

E. Debt Repayment: 

Revenue Bond Interest 
Revenue Bond Principal 
RD Interest 
RD Principal 

TotalDebtRepayment . . . . . .  

F. Balance Available for Coverage 
and Depreciation . . .  

G Required Coverage @ 20% 

H Surplus (Deficit) 

I. Conclusion Operation is positive. 

$0 
rpn 
T- 

($142,932) 
($83,155) 

($226,087) 

$92,047 

($45,2171 

$46,830 

C:\l -DAE New LEX 732\Project Client\Lake VillageHual Development\LVWAOperatingBudget2007 update2.xls 
SYS 2012 W 15% rate INC 



201 2 

PROPOSED OPERATING BUDGET 
(5th Full YearOf Operation) Year Ending 

A. Operating Income: Loan (RD) $885,000 @ 5.000% added to Debt Repayment 

Water Sales projected use with no new customers from 2008 
and at 2004 Rates X 1.05 for 5% rate increase 
Surcharge Fees 
Other ( Lease Income and Miscellaneous Revenue ) 

Less Allowances and Deductions 

Total Operating Income . . , . . . . . . . . 

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

Potable Water System Expenses, including treatment & distribution 
Administrative and General Expense . potable Water System 
Customer Accounts Expense 

Total Operating Expenses . , . . . . . . . . . 

Net Operating Income . . . . . . . . . . . . . . 

C Non-Operating Income: 

Interest on Deposits 
Other (Descrfbe) 

Total Non-Operating Income 

D Net income 

E. Debt Repayment: 

Revenue Bond Interest 
Revenue Bond Principal 
RD Interest 
RD Principal 

TotalDebtRepayment . . . 

F. Balance Available for Coverage 
and Depreciation . . . . . 

G Required Coverage @ 20% 

H Surplus (Deficit) 

I. Conclusion Operation is negative. 

1 2/31 1201 2 

$0 

$1,040,814 

($399,841) 
($41 7,875) 

sn 

. . . . . . .  . 

($226,0871 

($2,989) 

($45,217) 

($48,206) 

($817,716) 

$223,098 

$0 
$0 

$0 

$223,098 

C:\l -DAE New LEX 732\Project Client\Lake Village\Rual DeveIopment\LVWAOperatingBudget2007 update2.xls 
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201 2 

PROPOSED OPERATING BUDGET 
(5th Full Year Of Operation) Year Ending 

A. Operating Income: Loan (RD) $885,000 (3 5.000% added to Debt Repayment 

Water Sales projected use with no new customers from 2008 
and at 2004 Rates X 1.1 1 for 11% rate increase 
Surcharge Fees 
Other ( Lease Income and Miscellaneous Revenue ) 

Less Allowances and Deductions 

TotalOperating Income , . . . . . 

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

Potable Water System Expenses, including treatment & distribution 
Administrative and Generai Expense - potable water system 
Customer Accounts Expense 

Total Operating Expenses . . . . . . . . . . . 

Net Operating Income . . . . . . . . . . . . . 

C Non-Operating Income: 

Interest on Deposits 
Other (Describe) 

Total Non-Operating Income 

D Net Income , , . , , . . . . . . . . . . . 

E. Debt Repayment: 

Revenue Bond Interest 
Revenue Bond Principai 
RD Interest 
RD Principal 

Total Debt Repayment 

F. Balance Available for Coverage 
and Depreciation . . . . . . . . . . . . . . . . . . 

G Required Coverage @ 20% 

H Surplus (Deficit) 

I. Conclusion Operation is positive. 

1 2131 I201 2 

$1,054,901 
$0 

$42,935 

$0 

$1,097,836 

($399,841) 
($417,875) 

$0 

($817,716) 

$280,120 

$0 
$0 

$0 

$280,120 

kn -- 
$0 

($142,932) 
($83,155) 

($226,087) 

$54,033 

($45,217) 

$8,816 

C:\l -DAE New LEX 732\Project CiienRLake Village\Rual Development\LVWAOperatingBudgeI2007 update2.xls 
SYS 2012 W 11% rate INC 



LVWA LOANS WITH INTEREST AND PRINCIPAL SCHEDULES 

C:\l -DAE New LEX 732\Project Client\Lake Village\Rual Developrnent\LVWA usage data07-2.xls 
LVWA LOANS 



C:\l -DAE New LEX 732\Project Client\Lake Village\Rual Development\LVWA usage data07-2.xls 
LVWA LOANS 



Usage 

Current 2004 15% Increase 

Comparison of Rates 

I iCurrent 2004 1 Rate increase I 

I 
Percentage 

Block Usage 
First 1,000 gallons 
Next 2,000 gallons 
Next 2,000 gallons 
Next 5,000 gallons 
Over 10,000 gallons 

I /Current 2004 1 Rate increase I 

Rates needed 
$19.39 $22.30 
$5.58 $6.42 
$5.08 $5.84 
$4.62 $5.31 
$4.26 $4.90 

COSS Block Usage 
First 2,000 gallons 
Next 18,000 gallons 
Over 20,000 gallons 

Effect on Customer Average Bill - 5,000 Gallons Usage 
Current 2004 1 Rate increase I I Percentage 

Rates needed 
$19.39 $22.30 
$7.13 $8.20 
$5.41 $6.22 

Rates I needed I Cost increase I Increase 
$40.781 $46.901 $6.12 I 15.00% 

LVWA rates comparison 
1/24/2007 C:\l -DAE New LEX 732\Project Client\Lake Village\Rual Development\LVWA usage data07-2.xls 
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Lake Village Water Association, KY 
Preliminary Engineering Report 

1.01 PURPOSE OF REPORT 

This report describes the scope of the proposed project, known as Contract 12, Phases 1 and 2, and 
presents the general background data used in its planning and development. Design criteria and 
financial data are presented and discussed. 

1.02 GENERAL BACKGROUND DATA 

In the fall of 2002, Strand Associates, Inc. (Strand) was authorized by the Lake Village Water 
Association (LWVA) to investigate the feasibility of designing water system improvements to the 
northeast area of Mercer County. In December 2002, a Rural Development (RD) Application for the 
Contract 12 Water Project was filed by LWVA. This project, located in the vicinity of U.S. 68 from 
Harrodsburg Water Treatment PlantlChatham Lane to U.S. 68 bridge across the Kentucky River, was 
identified as Contract 12. 

This Contract 12 project identified as Water Project 2004-1, proposes to use funds from CoalEobacco 
grant monies, connection fees and RD loan monies. In December 2003, the Rural Development 
Application was revised by Strand and filed by LWVA. Exhibit 1 in the Appendix shows the location of 
the proposed project. 

Kentucky State Clearinghouse comments have been received with no major conflicts with the 
Commonwealth's goals, plans or objectives. Each comment or concern will be addressed in conjunction 
with the design and/or construction of the project. The proposed system improvements have been 
reviewed by the Bluegrass Area Development District (BGADD) and appear to be consistent with the 
BGADD Comprehensive Plan. 

1.03 EXISTING SYSTEM 

The LVWA was first formed in the late 1960's to provide water service to rural Mercer and Boyle County 
residents. LWVA presently purchases all its water from the cities of Danville and Harrodsburg. 
Danville's raw water supply is drawn from Herrington Lake and its treatment plant has a capacity of 10 
million gallons per day. Harrodsburg's raw water supply is drawn from the Kentucky River and its 
treatment plant has a capacity of 4 million gallons per day. Both cities presently have ample unused 
water treatment capacity to accommodate the improvements to LWVA system. 

LWVA has faced many challenges since its inception to become one of the better rural water suppliers 
in the Commonwealth. The system is operated by a staff of experienced and motivated individuals, 
while the Board of Directors are diligent in their efforts to provide the highest quality water service at a 
fair rate to all of its customers. LWVA water system is regulated by the Kentucky Department of 
Environmental Protection and the Public Service Commission and is subject to meeting state and 
federal regulations. Since this project only adds 58 customers, the average demand by new customers 
should be less than 23,000 gallons per day. 

Prepared by Strand Associates, lnc.' 
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Lake Village Water Association, KY 
Preliminary Engineering Report 

1.04 SCOPE OF PROJECT 

The proposed Water Project 2004-1 consists of approximately 11,000 linear feet of 8-inch, 
approximately 19,000 linear feet of &inch, approximately 24,000 linear feet of 4-inch and approximately 
6,400 linear feet of 3-inch PVC pipe as well as all necessary appurtenances. This project will serve an 
estimated 58 additional customers. 

1.05 ESTIMATED WATER USAGE 

Presently, LWVA serves 2,004 customers, approximately 98.4% of which are residential customers. 
The average monthly water usage by the 2,004 existing customers, as determined by billingslsales for 
the 12-month period between January 2003 through December 2003, was 8.3 million gallons. The 
average monthly water usage for the entire LVWA was 14.2 million gallons. This includes water loss 
from pipe leaks, main breaks and maintenance activities related to flushing lines. 

The BGADD plan recommends that the Association be served by either the City of Harrodsburg and/or 
the City of Danville Water Treatment Plant. The rated 24-hour capacity of the Harrodsburg plant is 4.0 
million gallons (MG) and the average daily production in 2002 was 2.6 MG with a peak day production 
of 4.0 MG. The rated 24-hour capacity of the Danville plant is 10.0 million gallons and the average daily 
production in 2002 was 4.7 MG with a peak day production of 5.7 MG. 

LWVA currently has water purchase contracts with the cities of Danville and Harrodsburg. LWVA may 
purchase up to 20 million gallons per month from Harrodsburg. The original 30-year contract has been 
extended into the first of three 10 year extensions. LWVA may purchase up to 9 million gallons per 
month from Danville. The original contract for 9 million gallons a month was renewed in 1999 for an 
additional 30-years. Both of these contracts are automatically extended unless LWVA notifies either city 
prior to 90 days before the contract expires that LVWA does not want the extension option. 

1.06 DESlGN CRITERIA 

A. Hvdraulic Considerations 

Hydraulic calculations are based on the Hazen and Williams formula with a "C" value of 140 for 
PVC pipe and 130 for ductile iron pipe. The economy of polyvinyl chloride (PVC) pipe has 
caused it to be the predominant material for rural water system pipelines. The relatively high 
flow coefficient of C = 140 is a common value for PVC water systems and is, therefore, used in 
the design of this system. The same is true of C = 130 for ductile iron. 

Peak flows for determining line sizes are calculated using the relationship between demand per 
customer and total customers shown in the figures for Maximum Domestic Demand. The class 3 
curve was utilized in determining the maximum domestic demand for the proposed extensions. 
These values have proven to be slightly conservative in practice, but since their use leaves 
room for expansion, they are considered valid for design purposes. Additional future capacity is 
insured by a minimum of five gallons per minute into each dead end line. 

Prepared by Strand Associates, Inc? 
DAEkdblS1 .dac\O3M8/O4 

2 



Lake Village Water Association, KY 
Preliminary Engineering Report 

Line sizes are designed to maintain a minimum of 30 pounds per square inch (psi) at the service 
meter during peak flows. 

Fire protection capacity is not designed into the system. Hydrants are normally for blow-off 
purposes. Service meters, valves, and other appurtenances are designed for basically rural- 
domestic water supply service only. 

B. Construction Considerations 

The pipeline will be constructed on private easements, and some state and county rights-of- 
way. The project area is underlain by limestone. Based upon previous construction projects and 
the Association’s construction experience, the determination was made that, at the proposed 
construction sites, rock removal would be required. Estimates are based on current bid prices in 
similar terrain. This project will also have a section of the water main that will need to either 
have the water line attached to rock face of a hill side or a vertical casing through solid rock to 
an open cavern at the lower elevations of the “Palisades”. 

1.07 FINANCIAL 

A. Construction and Proiect Costs 

Detailed construction and cost estimates for each phase of the contract and the total project are 
presented in Exhibits 2 (Phase l), 3 (Phase 2), and 4 of the Appendix. Estimated total construction and 
project costs are respectively $1,023,100 and $1,355,000. Constructions cost estimates are based on 
current bid prices for similar projects. See Table 1.07-1 below for breakdown of construction and project 
costs by contract. 

Contract 12 Contract 12 
Phase 1 Phase 2 Total 

Construction $41 2,400 $610,700 $1,023,100 costs 

Project $555,000 $800,000 $1,355,000 
costs 

Table 1.07-1 
Construction and Project Cost Breakdown 
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Lake Village Water Association, KY 
Preliminary Engineering Report 

B. Proiect Budaet 

A summary of the proposed funding is provided in the Table 1.07-2 below. 

Funding Source Phase 1 Phase 2 
RD Loan $ 347,000 $ 538,000 
CoallTobacco $ 200,000 $ 250,000 
Connection Fees $ 8,000 $ 12,000 

$ 555,000 $ 810,000 

Total Estimated Project Cost $ 1,355,000 

Table 1.07-2 
Summary of Proposed Funding 

C. Rate Analysis 

A rate analysis along with the existing and projected operation and maintenance costs and debt service 
requirements is being developed and will be submitted in the Summary/Addendum. This analysis will 
include a statement regarding the income necessary to meet estimated obligations for both the existing 
and proposed system and, if required, a rate increase will be proposed. 

1.08 SUMMARY AND CONCLUSIONS 

The Water Project 2004-1 consists of extensions to the existing LVWA public water supply system. 
This project will extend service to approximately 58 customers currently without service. 

Recommended financing for the project is a RD loan in the amount of $885,000. Coalflobacco 
Development grant funds of $450,000, along with $20,000 from connection fees. 

Signed: 

Strand Associates, Inc. 
325 West Main Street, Suite 710 
Louisville, Kentucky 40202 

By: 

Prepared by Strand Associates, Inc." 
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li A 
EXISTING MAINS 

PROPOSED MAINS (PHASE 11) 

- - PROPOSED MAINS (PHASE I) 



Exhibit 2 (Phase I) 

CON: 
Item 

8" PVC Pipe 
6 PVC Pipe 
4" PVC Pipe 
3" PVC Pipe 
Extra for US W K Y  River Construction 
Road Bore 
8" Gate Valve 
6" Gate Valve 
4" Gate Valve 

Services 
Service Line 
Blowoff 
AARV 
Stream Crossing 
Rock Surface 
Situminous Surface I Tie-in 

lUCTlON CO 
Unit Cost 

$17 LF 
$14 LF 
$12 LF 
$10 LF 

$20,000 LS 
$100 LF 
$700 EA 
$600 EA 
$500 EA 
$400 EA 

$500 EA 
$3 LF 

$1.500 EA 
$500 EA 
$75 LF 
$10 LF 

$1,500 EA 

. ESTIMATE BY PHASE 
Phase1 1 Phasell I 

11.000 
10.000 

2,700 

I I 

271 I 
1,350 

2 
2 

150 
500 

10,000 $140,000 
0 $0 

2,700 $27,000 
0 $0 

100 $10,000 
2 $1,400 
3 $1,800 
2 $1,000 

0 $01 

1,350 $4,050 
2 $3,000 
2 $1,000 

150 $11,250 
500 $5,000 

Exhibit 2A (Phase I) 

Estimated Project Costs (with RD template) . 
Item I costs 

lconstruction I $412,4001 
Engineering: 

Design & Bid 
Construction 
Observation 
Planning (Preliminary and Additional Services) 

Legal & Administrative 
Land & Easements 
Interest 
Contingencies 

$31,840 
$7,960 

$28,580 
$15,000 
$5,000 
$5,000 

$10,310 

TOTALS I $555,0001 I 

WX21167002(Phase 1)Draws-Budgettemplate.xls/Phase I summary 



Exhibit 3 (Phase II) 

CONE 

8" PVC Pipe 
6 PVC Pipe 
4' PVC Pipe 
3" PVC Pipe 
Extra for US W K Y  River Construction 
Road Bore 
8" Gate Valve 
6' Gate Valve 
4" Gate Valve 

Shakertown Pump Station Upgrade 
' X V & ' .  

Services 
Service Line 
BlOV.0fl 

AARV 
Stream Crossing 
Rock Surface 
B;Iunlinous SLrla 
Ma8e$et6iVafi a i__ ... I. 2'. 

T&qe 

~.!~~~-.,"-, -... - 

7UCTION COST ESTIM 
Unit Cost 1 Phase1 

$20 LF I 
$16 LF 
$13 LF 
$11 LF 

$20,000 LS 
$100 LF 
$700 EA 
$600 EA 
$500 EA 

TE BY PHASE 
Phase11 I 
I 

9,000 

24,000 
3,700 

1 
50 

2 

'OTALS 

Totals 

0 $0 
9,000 $144,000 

24,000 $312,000 

150 $11,250 

$61 0,7001 

Exhibit 3B (Phase II) 

Estimated Project Costs (with RD template) 

Item 

:onstruction 
ngineering: 
Design & Bid 
Construction 
Observation 
Planning (Preliminary and Additional Services) 
egal & Administrative 
and & Easements 
Iterest 
:ontingencies 

TOTALS 

1 
costs 

$61 0,700 

$43,728 
$10,932 
$35,180 
$1 5,000 

$4,000 
$4,000 

$1 5,268 

$800,000 

WX21167002(Phase 1I)Draws-Budgettemplate.xls/Phase II summary 



Exhibit 4 

Item 

Construction 
Engineering: 
Design & Bid 
Construction 
Observation 
Planning (Preliminaty and Additional Services) 

Legal & Administrative 
Land & Easements 
Interest 
Contingencies 

TOTALS 

CONSTRUCTION COST ESTIMATE BY PHASE 

I Item I unit cost I Phase11 Phase I1 I 

costs 

$1,023,100 

$75,568 
$18,892 
$63,760 
$30,000 

$9,000 
$9,000 

$25,578 
$100,102 

$1,355,000 

8" PVC Pipe 
6" PVC Pipe 
4" PVC Pipe 
3 PVC Pipe 
Extra for US 68/KY River Construction 
Road Bore 
8" Gate Valve 
6 Gate Valve 
4, Gate Valve 

$17 $20 LF 11,000 
514 $16 LF 10,000 9,000 

512 $13 LF 24,000 
510 $11 LF 2,700 3,700 

$20,000 $20,000 LS 1 

$100 $100 LF 100 50 
$700 5700 EA 2 
5600 $600 EA 3 2 
$500 $500 EA 2 3 

3 Gate Valve 

Services 
Service Line 

AARV 
Stream Crossing 
Rock Suiface 

Blowoff 

$500 $500 EA 27 43 

$1,500 51,500 EA 2 4 
$500 5500 EA 2 5 

$10 $10 LF 500 500 

53 $3 LF 1,350 2,150 

$75 $75 LF 150 150 

Totals 

24,000 $312,000 
6,400 $67,700 

$20,000 
$15,000 
$1,400 
$3,000 
$2,500 

70 $35,000 
3,500 $10,500 

6 $9,000 
7 53,500 

300 $22,500 
1,000 $10,000 

1 $1,500 

$1,023,100 

Exhibit 4 A 

contract 12 construction & Engineering Summary.xls/Contract 12 Summary 
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