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January 12, 20 12 

Mr. Jeff R. Derouen, Executive Director 
Public Service Commission 
2 1 1 Sower Boulevard 
P.O. Box 615 
Frankfort, ICentucky 40602 

JAN 1 3  2092 
PUBLIC SERVICE 

COMMISSION 
I n  re: Application of Adair County Water District 

Mr. Derouen: 

Enclosed herewith please find ten (10) copies of tlie Petition of the Adair County Water District seeking a 
Certificate of Public Convenience and necessity with appropriate Exhibits. 

The Petition also seeks an increase in tlie District's water rates. 

Monarch Engineering, Inc., Lawrenceburg, Kentucky is tlie Consulting Engineers employed by the District for 
this Project. You are respectfully requested to direct any requests of tlie Coinmission for additional engineering 
information directly to Monarch Engineering, Inc. 

If this office can supply any additional infoimation please don't liesitate to advise me 

Sincerely yours, 
7 L 

- 
HENRY M. REED 111 

cc: Mr. David M. Bowles, P.E. 
Monarch Engineering, Inc. 
556 Carlton Dr. 
Lawrenceburg, Kentucky 40342 

Mr. Lennon Stone, Superintendent 
Adair County Water District 
109 Grant Lane 
Columbia, ICentucky 42728 

Mr. Kevin Antle, Area Specialist 
US Depaitinent of Agriculture, Rural Development 
957 Cainpbellsville Road 
Columbia, ICentticky 42728 

Dainon R. Talky, Esquire 
Dainon R. Talky, P.S.C. 
PO Box 150 
Hodgenville, Kentucky 42748 

Marshall F. Loy, Esquire 
Huddleston & Loy 
1 16 Public Square, Columbia, ICentucky 42728 



BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

IN THE MATTER OF THE APPLICATION 
OF THE ADAIR COUNTY WATER DISTRICT, A 
WATER DISTRICT ORGANIZED PURSUANT TO 
CHAPTER 74 OF THE KENTIICKY REVISED 
STATUTES, IN ADAIR COUNTY, KENTUCKY, 
FOR ( I )  A CERTIFICATE OF PIJBLIC CONVENIENCE 
AND NECESSITY, AUTHORIZING AND 
PERMITTING SAID WATER DISTRICT 
TO CONSTRIJCT WATER DISTRIBUTION 
SYSTEM IMPROVEMENTS, (2) APPROVAL OF THE 
DISTRICT'S PLAN OF FINANCING SAID 
IMPROVEMENTS THROIJGH THE ISSUANCE OF THE 
DISTRICT'S WATER REVENUE BONDS AND (3) THE 
APPROVAL, OF INCREASES IN THE DISTRICT'S 
RATES AND CHARGES FOR WATER SERVICE 

1.  

2. 

3 .  

4" 

5 .  

6. 

7. 

8. 

9. 

10. 

COMMONWEALTH OF KENTUCKY 

Before the Public Service Commission 
In the Matter of 

the Application of Adair County Water District 

Index to Application 

Petition of Adaii County Water District ("District") for Certificate of Public Convenience and Necessity. 

Affidavit of Publication - The Adair Progress - Legal Notice Regarding the District's Intention to File with the Public 
Service Commission. 

Letter of Conditions to District from United States of America, acting tliro~tgh the U.S. Department of Agriculture, 
Rural Development ("USDARD") dated March 1, 2010, Atiieiided by Letter dated Noveinbei 15, 201 1 .  

Debt Service Schedule for $1,459,000 IJSDARD Bond Loan. 

Amending Water Rate Resolution. 

Affidavit of Chairman of District regarding compliance with Public Service Coinmission requirements. 

Concurrence of USDARn in Award of Construction Contracts. 

Preliminary Engineering Report prepared by Monarch Engineering, Inc., Lawrenceburg, Kentucky. 

Final Engineering Report and all Engineering Data prepared by Monarch Engineering, Inc., Lawrenceburg, I<entucky 

Copy of PSC Order Declining Jurisdiction Regarding District's Assumption of City ofcolumbia, Kentucky, IJtilities 
Revenue Bonds and Acquisition of City's Water and Sewer System by District. 

Prepared by Henry M. Reed 111, Steptoe & Johnson, PLLC, Attorneys at Law, Bond Counsel to District 
2218 Frankfort Avenue, Louisville, Kentucky 40206 

Phone: 502-899-3880, Fax: 502-899-3882 
e-mail: hanlcreed@bellsouth.net 

david.maloneti7)stentoe-iohnson.com 

mailto:hanlcreed@bellsouth.net
http://david.maloneti7)stentoe-iohnson.com


BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

IN TI-IE MATTER OF TIHE APPLICATION 
OF THE ADAIR COLJNTY WATER DISTRICT, A 
WATER DISTRICT ORGANIZED PIJRSUANT TO 
CHAPTER 74 OF THE KENTUCKY REVISED 
STATUTES, IN ADAIR COUNTY, KENTUCKY, 
FOR ( I )  A CERTIFICATE OF PUBLIC CONVENIENCE 
AND NECESSITY, AUTI-IORIZING AND 
PERMITTING SAID WATER DISTRICT 
TO CONSTRUCT WATER DISTRIBUTION 
SYSTEM IMPROVEMENTS, (2) APPROVAL OF THE 
DISTRICT'S PLAN OF FINANCING SAID 
IMPROVEMENTS THROUGH THE ISSUANCE OF THE. 
DISTRICT'S WATER REVENUE BONDS AND (3) TIHE 
APPROVAL OF INCREASES IN TNE DISTRICT'S 
RATES AND CHARGES FOR WATER SERVICE. 

PETITION 

Pursuant to KRS 278.02.3, this Petition of the Adair County Water District ("District" or "Petitioner"), 

respectfully states: 

1. That Petitioner is a Water District in Adair County, created and existiiig under and by virtue of Chapter 74 of 

the Kentucky Revised Statutes, pursuant to an Order of the County Court of said County, following the requisite 

procedure prescribed in said Chapter 74. 

2. That the address of said District is "Adair County Water District, Danny Downey, Chaiiman, 109 Grant Lane, 

Columbia, Kentucky 42728". 

3. That the formation of the District, its present tariff of rates, and the issuance of its outstanding long term 

indebtedness have been previously approved by Orders of the Public Service Commission of Kentucky ("PSC"). 

4. That the District has previously acquired the Water Distribution and Wastewater Collection and Treatment 

Facilities ofthe City of Columbia, Kentucky ("City") and the Prqject hereinafter described will be constructed within the 

corporate limits of said City. 

5. That the District seelcs a Certificate of Public Convenience and Necessity approving the construction of 

additions and improvements to the District's Water System, consisting of downtown Coluinhia water system 

replacements and improvements (the "Project" or "Downtown Water System Replacement") as further described i n  the 

I'reliminary and Final Engineering Reports of Monarch Engineering, Inc., Lawrenceburg, Kentucky ("Engineers"). 

6. That subject to the approval of the Commission, the District proposes to finance the construction of the 

improvements identified above pursuant to the tenns of a certain Letter of Conditions dated March 1,201 0, Amended by 

Letter dated November 15,201 1, fiom the IJnited States Department ofAgriculture, Rural Development (YJSDARD") to 

the District, whereunder IJSDARD proposes to lend to the District at an interest rate of 2.YS% per annum through the 

issuance of the District's Water Revenue Bonds, Series of 2012, the sum ofapproximately 9; 1,459,000 supplemented by a 

USDARD Grant in the amount of approximately $595,000. 



7. That the District is required by USDARD to increase its scheclule of rates and charges for water service in 

accordance with the District's Amended Water Rate Resolution as shown on the Exhibit Addendum attached to this 

Petition. 

8. That the District has observed the appropriate legal procedure in employing Monarch Engineering, Inc., 

Lawrenceburg, Kentucky, to prepare the plans and specifications for the construction ofthe proposed Project. The plans 

and specifications as to said Prqject have been approved by the appropriate governmental agencies, 

9. That the approval of the Public Service Commission is urgently required in order lo enable the District to 

proceed to accept construction bids for the Project and proceed with the construction in order to provide for the needs of 

the District. 

10. That there are attached to this Petition those Exhibits indicated in  the Exhibit Addendum to this Petition 

which the Petitioner believes the Commission will find necessaiy in ruling on the requests set forth in this Petition 

pursuant to KRS 278.023 (including Preliminary and Final Engineering Reports). 

WHEREFORE, Petitioner prays that the Public Service Commission of Kentucky grant to the Petitioner the 

following: 

A. A Certificate of Public Convenience and Necessity, permitting the Petitioner District to construct the 

Project as described in the Engineers' Reports filed herewith as Exhibits in order to provide required water service to said 

District. 

B. An Order approving the financing arrangements made by the District in the issuance of $1,459,000 of 

its Water Revenue Bonds, at an interest rate not exceeding 2.375% per annum, to be supplemented by a IJSDARD Grant 

in the amount of approximately $595,000. 

C. An Order approving the increase in the rates and charges for water service provided by the District, as 

set forth in the Amended Water Rate Resolution attached to this Petition in the Exhibit Addendum. 

Dated at Columbia, Kentucky as of this d a y  ofJanuaiy, 2012. 

ADAIR COJNTY WATER DISTRICT 

Ilenry M. Reed 111, Bond Counsel 
22 18 Frankfort Avenue 
Louisville, Kentucky 40206 
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STATE OF KENTUCKY ) 

COUNTY OF ADAIR 1 
1 ss 

The undersigned, Danny Downey, being first duly sworn, deposes and states: That he is the Chairman ofAdair 
County Water District of Adair County, Ikmtucky, Petitioner i n  the above Petition; that hc has read the foregoing Petition 
and has noted the contents thereoi; that the same is true of his own Itnowledgc, except as to matters which are therein 
stated on information or belief, and that as to those matters, he believes same to be trite. 

/ 
IN TESTIMONY WI-IEWOF, witness the th& day of January, 2012. 

Acknowledged before me by on this day 
of January, 2012 

My commission expires 

Signature ofNotary 

Notaty Public, r,&! Kentucky 

Identification Number: , Certificate Number: 

(Seal of Notary) 
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AFFIDAVIT OF PUBLICATION 

I hereby certify that I am the ok k # y-- of 

THE ADAIR PROGRESS 

the newspaper published in the County of Adair, Kentucky (hereinafter referred to as the "publication area") which has 
the largest bona fide circulation in said publication area of any newspaper published therein. 

I further certify that there is attached hereto a true copy of 

PUBLICATION OF LEGAL NOTICE 

which was published in said newspaper in its regular issue for the 29"' day of December, 201 1 .  

I further certify that said newspaper maintains its principal office in the publication area for the purpose of 
gathering news and soliciting advertisements and other general business of newspaper publication and has a second-class 
mailing permit issued for that ofice.  I further certify that said newspaper is published regularly as frequently as once a 
week for at least fifty weeks during the calendar year, as prescribed by its mailing permit; and it has been so published in 
the publication area for the immediately preceding two-year period prior to the date of publication hereinbefore referred 
to. 

I further certify that said newspaper is circulated generally in the publication area, maintains a defmite price or 
consideration not less than fifty percent of its publication price and is paid for by not less than fifty percent of those to 
whom distribution is made, I hrther certify that said newspaper bears a title or name, consists of not less than four pages 
without a cover, is of a type to which the general public resorts for passing events of a political, religious, commercial 
and social nature for current happenings, announcements, miscellaneous reading matter, advertisements and other notices 
and that the news content of said newspaper is at least twenty-five percent of the total column space in more than one-half 
of the issues during any 12-month period. 

I fiirther certify that all of the foregoing facts were true on the date of the publication hereinbefore referred to. 

Dated t h i s w d a y  of h h  e.r ,201  1 
t 

Signature of Publication Representative 

Acknowledged before me t h i s 3  PC),. day of & r? . ,20  & 

I \  
My commission expires 

Identification Number: aDr9 ~J-, Certificate Number: I L" x o>Cc' 

(Seal of Notaiy) 



I 

3. In accojdance with the Letter of Conditions, the District will be required to amend its existing water rates and charges 
for the use and services of the water distribution system for the District customers currently in effect, as follows: 

1 
Gallonape Block/ Existine: Rate Der Gallon New Rates per Gallon 

‘ I  

n 

I 

. t  1 5/8” x 3/4“ Meter Size: ! 
I First 2,000 gallons 

Next 3,000 gallons 
Next 5,000 gallons’ ~ 

Next 15,000 gqlons 
All Over 25,000 gallons 

$15.35 Minimum Bill $19.90 Minimum Bill 
5.75 per 1,000 gallons 7.00 per 1,000 gallons 
5 .OO per 1,000 gallons 6 25 per 1,000, gallons 
3.90 per 1,000 gallons 520 per 1,000 gallons 
3 “1.5 per 1,000 gallons 4.45 per 1,000 gallons 

I ”  Meter Size: 
First 5,000 gallons $32.60 Minimum Bill $40.90 Minimum Bill 
Next 5,000 gallons 5 .00 per 1,000 gallons 6.25 per 1,000 gallons 
Next 15,000 gqllons 3.90 per 1,000 gallons 5 20 per 1,000 gallons 
All Over 25,000 gallons 3 .I5 per 1,000 gallons 4.45 per 1,000 gallons 

First 10,000 gallons $57.60 Minimum Bill $72.15 Minimum Bill 
Next 15,000 gallons 3.90 per 1,000 gallons 5 20 per 1,000 gallons 
All Over 25,000 gallons 3.1 5 per 1,000 gallons 4.45 per 1,000 gallons 

First 16,000 gallons $8 1 ”00 Minimum Biil $103.35 Minimum Bill 
Next 9,000 gallons 3.90 per 1,000 gallons 5 20 per 1,000 gallons 
All Over 25,000 gallons 3 .IS per 1,000 gallons 4.45 per 1,000 gallons 

4 The Petition will be filed pursuant to the provisions of KRS 278.023 and it is anticipated that an Order will be entered by 
the Public Service Commission approximately 30 days after the actual filing of the Petition. 

! 
1 U2?’ Meter Size: 8 

i 
i 

2” Meter Size: ! 

ADALR COUNTY WATER DISTRICT 
s/ Lennon Stone, Manager 





United States Department of Agriculture 
Rural Development 
Kentucky State Office 

March 1, 20 1 0 

Danny Downey, Chairman 
Adair County Water District 
PO Box 567 
Columbia, Kentucky 40.142 

Dear Mr. Downey: 

This letter establishes coiiditions 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 TJtilities Service (RTJS) by the State and Area office staff of TJSDA 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 TJSDA 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 $1,459,000; a RUS 
grant not to exceed $595,000. No applicant cash contribution will be required. 

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. 

If the conditions set forth in this letter are not met within 2 10 days from the date hereof, Rural 
Development reserves the right to discontinue the processing of the application. 

In  signiiig 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 

Co:;w~ittwi i:; t i x  iu:ri:e o! iu;A cor;nnu:iiiies 

"USDA 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 5,900 water users, of which all are existing users. The Area Director will review 
and authenticate the number of users prior to advertising for construction bids. 

~ p o l  I r : ;  1 \ . , * I , ,  

Grant Agreeiiient: 

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 conipleted form at the time of grant closing. 

Drug-Free Work Place: 

Prior to grant closing, the District will be required to execute Form AD-1 049, "Certification 
Regarding Drug-Free Worlcplace Requirements (Grants) Alternative I - For Grantees Other 
Than Individuals. I' 

Repayment Period: 

The loan will be scheduled for repayment over a period not to exceed 40 years from the date of 
the Bond. Principal payment will not be deferred for a period in excess of two years from the 
date of the Bond. Payments will be in accordance with applicable ISRS, which requires interest 
to be paid semi-annually (January 1'' and July 1'' ) and principal will be due on or before the 
first of January. Rural Development may require the District to adopt a supplemental payment 
agreement providing for monthly payments of principal and interest so long as the bond 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 Rn loan 
payments. To initiate PAD payments, Form RD 3 550-28, "Authorization Agreement for 
Preauthorized Payments," should be signed by the District 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 District will be required to deposit $475 per nionth into a "Funded Debt Reserve Account" 
until tlie accouiit reaches $57,000. The deposits are to be resumed any time the account falls 
below tlie $57,000. 

The required monthly deposits to the Reserve Account and required Reserve Account levels are 
in addition to tlie requirements of the District's prior bond resolutions. 
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7. 

8. 

9. 

10. 

11. 

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

The District also needs to f h d  an account for short-lived assets by depositing a sum of $865 
iiioiitlily into the account. The funds in the short-lived asset account may be used by the 
District as needed to replace or add short-lived assets in the District’s water system. This slioi-t- 
lived asset reserve aiiiouiit replaces any previous short-lived assets requirements previously set 
with any prior RUS loan. 

Security Requireiiients: 

A pledge of gross water revenues will be provided in the Bond Resolution. Bonds shall rank on 
a parity with existing bonds, if possible. 

If this is not possible, the bond will be subordinate and junior to the existing bonds, in which 
case the District will be required to abrogate its right to issue additional bonds ranking on a 
parity with the existing bonds, so long as any unpaid indebtedness remains on this bond issue. 

Land Rights and Real Property: 

The District 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 p r i v -  
rights-of-way where feasible. Easements and options are to be secured prior to advertising for 
construction bids. 

Organization: 

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

Business Operations: 

The District 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 District after 
review by Rural Development. At no later than loan pre-closing, tlie District will be required to 
furnish a prior approved management plan to include, as a niiiiiniutn, provisions for 
manageiiient, maintenance, meter reading, miscellaneous services, billing, collecting, delayed 
payinelit penalties, disconnectlreconnect fees, bookkeeping, making and delivering required 
reports and audits. 

Accounts, Records and Audits: 

The District will be required to maintain adequate records and accounts and submit annual 
budgets and year-end reports (annual audits), in accordaiice with subsection 1’780.47 of RLJS 
Iiistructioii 1780. 

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

The District will acconiplisli audits in accordance with OMB Circular A- 133, during the years 
in which federal funds are received. The District will provide copies of the audits to the Area 
Office and the appropriate Federal cognizant agency as designated by OMB Circular A-1 33. 

1 3. Insurance and Bonding: 

The following insurance and bonding will be required: 

Adequate Liability and Property Daniage Insurance including vehicular coverage, 
if applicable, must be obtained and maintained by the District. The District 
should obtain aniounts of coverage as recommended by its attorney, coiisultiiig 
engineer and/or iiisurance provider. 

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

Fidelity Bond - The District 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 and/or officials. The amount of coverage required for all 
RUS loans is $455,000. 

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

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

14. Planning and Performing Development: 

A. The engineer should not be authorized to coiiinience work 011 filial plans and 
specifications until a determination has been made that the project can be plaimed 
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 180 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 
ellforceabletiom have been obtained, and total funds are committed or 
available for the project. 
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15. 

B. The followiiig documents will be submitted to Rural Developiiient for review aiid 
must be concurred in by Rim1 Developiiieiit prior to advertisement for 
construction bids: 

1 .  
2. 

3, Legal Service Agreements. 
4. Engineering Agreeineiits. 

Final plans, specifications aiid 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. 
Aiiy 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. 

Prior to receipt of an authorization to advertise for construction bids, the District 
will obtain advance clearance from Bond Counsel regarding compliance with 
KRS 424 pertaining to publishing of the advertisement for construction bids in 
local newspapers and the period of time the notice is required to be published. 

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 1J.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, aiid facilities must be operated in accordance with, 
Title VI of the Civil Rights Act of I964 (42 U.S.C. 2000d w.) and Subpart E 
of Part 1901 of this Title, particularly as it relates to conducting and reporting of 
compliance reviews. Instruments of coiiveyaiice for loans and/or grants subject to 
the Act must contain the coveiiant required by paragrapli 1901.202(e) of this Title. 

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

This Act (42 U.S.C. 12101 et seq.) prohibits discrimiliation on the basis OF 
disability in employment, state and local goveriuiient services, public 
transportation, public accommodations, facilities, aiid teleconiiiiuiiicatioiis. Title 
I1 of the Act applies to facilities operated by state and local public entities that 
provide services, progranis, and activities. Title I11 of tlie Act applies to facilities 
owned, leased, or operated by private entities that accoiniiiodate tlie public. 
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16. 

17. 

18. 

19. 

20. 

D. Age Discriiniiiatioii Act of 1975: 

This Act (42 U.S.C. 6101 et seq.) provides that no person iii the IJnited States 
shall, on the basis of age, be exciuded froin participation in, be denied the benefits 
of, or be subjected to discrimination under any program or activity receiving 
federal finaiicial assistance. 

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

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 District. 

Compliance with Special Laws and Reaiilatioixs: 

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

System ODerator: 

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

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

A. 

B. 

C. 

D. 

Form RUS Bulletin 1780-27, "Loan Resolution (Public Bodies)." 

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

Form RD 400-4, "Assurance Agreement." 

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

Form Rn 19 10- 1 1,  "Applicant Certification Federal Collectioii Policies for 
Consumer or Conimercial Debts." 

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

RTJS Bulletin 1780-22, "Eligibility Certification." 

E. 

F. 

G. 

Refinancing and Graduation Requirements: 

The District is reiiiiiided that if at any t h e  it shall appear to the Goveriment that the District is 
able to refinance the amoiint of the RTJS indebtedness then outstanding, in  whole or in  part, hy 
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obtaining a loan from commercial sources at reasoliable rates and ternis, upon the request of the 
Government, the District will apply for aiid accept such loan in sufficient amount to repay the 
Government. 

2 1 . Commercial Interim Financing: 

The District will be required to use commercial interini finalicing for the project duriiig 
construction for the RTJS loan portion of the financing, if available at reasonable rates aiid 
ternis. 

Before the loan is closed, the District 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 lie has 
paid his suppliers and sub-contractors. 

22. Disbursement of Proiect Funds: 

A construction account for the purpose of disbursement of project funds (RLJS) will be 
established by the District 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 f h d s  on hand at any 
one time during the construction phase. 

For each ccconstruction account” as established, if the amount of RUS loan and grant funds plus 
any applicant contributions or funds from other sources to be deposited into the account are 
expected to exceed $100,000 at any time, the financial institution will secure the amount in 
excess of $100,000 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 District shall disburse project funds 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 fiinds by the District, 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 District. 

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

,I1 will 

Borrowers receiving federal loan and/or grant funds by EFT will have funds directly deposited 
to a specified accowit at a financial institution with funds being available to the recipient on the 
date of payment. The borrower should complete Form SF-3 88 1, “Electronic Funds Transfer 
Payment Enrollment Form,” for each account where funds will be electronically received. The 
completed foriii(s) must be received by Rural Developnient at least thirty (30) days prior to the 
first advance of funds. 
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23. 

24. 

25. 

26. 

27. 

Monthly audits of the District’s construction account records shall be made by Rural 
Development. 

Disbursement of Grant Fuiids: 

The RIJS fimds will be advaiiced as they are needed in the ainount(s) necessary to cover the 
RTJS proportionate share of obligations due and payable by the District. Grant funds, upon 
receipt, niust be deposited in an interest bearing account in accordance with 7 CFR part 301 6 
(as applicable). Interest earned on grant funds in excess of $100 (as applicable) per year will be 
submitted to RTJS at least quarterly. 

Cost of Facility: 

Breakdown of Costs: 

Development $ 1,607,000 
Land and Rights 25,000 

Engineering 226,000 
Interest 15,000 
Contingencies 161,000 

TOTAL $ 2,054,000 

Legal and Administrative 20,000 

Financing: 

RTJS Loan 
RUS Grant 

$ 1,459,000 
595,000 

TOTAL $ 2,054,000 

Use of Remaining Project Funds: 

After providing for all authorized costs, any remaining project funds will be considered to be 
RUS grant funds and refunded. If the amount of unused project funds exceeds the grants, that 
part would be RUS loan funds. 

Proposed Operating Budget: 

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 tlie first full year of operation. 
Form RD 442-7, “Operating Budget,” or similar form may be utilized for this purpose. 

Rates and Charges: 

Rates and charges for facilities and services rendered by the District must be at least adequate 
to meet cost of niaintaining, repairing and operating tlie water system and iiieeting required 
principal and interest payments and the required deposits to debt service and/or depreciation 
reserve. 
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Water rates will be at least: 

28. 

29. 

30. 

518” x 314” Meters 
First 2,000 gallons @ $ 
Next 3,000 gallolls @ $ 
Next 5,000 gallons @ $ 
Next 15,000 gallons @ $ 
All Over 25,000 gallons @ $ 

1 ” Meters 
First 5,000 gallons @ $ 
Next 5,000 gallons @ $ 
Next 15,000 gallons @ $ 
All Over 25,000 gallons @ $ 

1 112 “ Meters 
First 10,000 gallons @ $ 
Next 15,000 gallons @ $ 
All Over 25,000 gallons @ $ 

2” and Larger Meters 
First 16,000 gallons @ $ 
Next 9,000 gallons @ $ 
All Over 25,000 gallons @ $ 

17.00. - Minimum Bill. 
6.80. - per 1,000 gallons. 
6.05. - per 1,000 gallons. 
5.00. - per 1,000 gallons. 
4.25. - per 1,000 gallons. 

37.40. - Minirnuni Bill. 
6.05. - per 1,000 gallons. 
5.00. - per 1,000 gallons. 
4.25. - per 1,000 gallons. 

67.65. - Minimum Bill. 
5.00. - per 1,000 gallons. 
4.2.5. - per 1,000 gallons. 

97.65. - Minimum Bill. 
5.00. - per 1,000 gallons. 
4.25. - per 1,000 gallons. 

Water Purchase C o n t m :  

The District 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. 

Compliance with the Bioterrorism Act: 

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

Floodplain Construction: 

The District will be required to pass aiid adopt a Resolution or amend its By-Laws whereby the 
District will deny any water service to any future 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 aiid a 
justification for approval by the District aiid Rural Development officials that there are no other 
alternatives to construction or development within the designated floodplain. The community 
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must be a participant in the National Flood Insurance Program (NFIP) and the ciistoiner or 
developer must obtain the required permits prior to the tap 011 restrictions being waived. 

3 1.  Division of Water (DOW) Health & Sanitary Certification: 

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

32. Mitigation Measures: 

A. The project shall be in compliance with all requirements noted in the Governor’s 
Office for Local Development letter dated July 3 1,2009, from Ms. Lee Nalley. 

B. The line design and construction shall be  accomplished in a way that will leave 
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. E;iiial Approval Conditions: 

Final approval of this assistance will depend 011 your willingness, with the assistance of all your 
co-workers, to meet the conditions of this letter in an orderly and systematic nianner. Then too, 
final approval will depend on funds being available. 
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If you desire to proceed with your application, the Area Director will allot a reasoilable poi-tion of time 
to provide guidance in application processing. 

Sincere1 y, 

State Director 

Enclosures 

cc: Area Director - Columbia, Kentucky 
Lake Cumberlalid ADD - Russell Springs, Kentucky 
Henry M. Reed - Louisville, Kentucky 
Marshall Loy - Columbia, Kentucky 
Monarch Engineering - Lawrenceburg, Kentucky 
PSC - ATTN: Dennis Jones - Frankfort, Kentucky 
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United States Department of Agriculture 
Rural Development 
Kentucky State Office 

November 15, 20 1 1 

Danny Downey, Chairman 
Adair County Water District 
PO Box 567 
Columbia, Kentucky 40342 

Re: Letter of Conditions Dated March I ,  20 10 

Dear Mr. Downey: 

This letter shall serve as Amendment No. 1 to the Letter of Conditions dated March 1 , 201 0. The 
purpose of this amendment is to revise the following: Total Number of ‘IJsers, Reserve Account, 
Fidelity Bond, Cost of Facilities, Rates and Charges and Mitigation Measures 

Paragraph numbered “1 ’’ is revised to read as follows: 

“ 1. Nurnber of Users and Their Contribution: 

There shall be 7,602 water users, of which all are existing users. The Area Director will 
review and authenticate the number of users prior to advertising for construction bids. ” 

Paragraph numbered “6” is revised to read as follows: 

“ 6. Reserve Accounts: 

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

The District will be required to deposit $490 per month into a ”Funded Debt Reserve 
Account” until the account reaches $58,800. The deposits are to be resumed any time the 
account falls below the 58,800. 

The required monthly deposits to the Reserve Account and required Reserve Account 
levels are in addition to the requirenients of the District’s prior bond ordinances. 

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. 

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

Committed to the future of rural communilies 

“USDA is an equal opportunity provider, employer and lender.” 
To tile a complaint of discrimination write IJSDA, Director, O f k e  of Civil Rights, 

1400 Independence Avenue, SW. Washington, DC 20250-941 0 
or call (800) 795-3272 (voice) or (202) 720-6382 (TDD). 
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The District also needs to fimd an account for short-lived assets by depositing a sum of 
$1,750 monthly into the account. The funds in the short-lived asset account may be used 
by the District as needed to replace or add short-lived assets in the District’s water 
system. ” 

Paragraph numbered “13” is revised to read as follows: 

“ 13. Insurance arid Bonding: 

The following insurance and bonding will be required: 

C. Fidelity Bond - The District 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 and/or officials. The amount of coverage required for all 
RUS loans is $486,000. ” 

Paragraph numbered “24” is revised to read as follows: 

“ 24. Cost of Facility: 

Breakdown of Costs: 

Development 
Legal and Administrative 
Engineering 
Interest 
Contingencies 

Financing: 

RIJS Loan 
RUS Grant 

$ 1,604,000 
30,000 

230,000 
29,000 

161,000 
TOTAL $ 2,054,000 

TOTAL 

$ 1,459,000 
595,000 

$ 2,054,000 ’’ 

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

“ 27. Rates and Charges: 

Rates and charges for facilities and services rendered by the District 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: 
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518” x 314” Meters: 
First 2,000 gallons @ $ 19.90. - Minimurn Bill. 
Next 3,000 gallons @ $ 7.00. - per 1,000 gallons. 
Next 5,000 gallons @ $ 6.25. - per 1,000 gallons. 
Next 15,000 gallons @ $ 5.20. - per 1,000 gallons. 
All Over 25,000 gallons @ $ 4.45. - per 1,000 gallons. 

1 ” Meters: 
First 5,000 gallons @ $ 40.90. - Minimum Bill. 
Next 5,000 gallons @ $ 6.25. - per 1,000 gallons. 
Next 15,000 gallons @ $ 5.20. - per 1,000 gallons. 
All Over 25,000 gallons @ $ 4.45. - per 1,000 gallons. 

1 1 /2” Meters: 
First 10,000 gallons @ $ 72.15. - Minimum Bill. 
Next 15,000 gallons @ $ 5.20. - per 1,000 gallons. 
All Over 25,000 gallons @ $ 4.45. - per 1,000 gallons. 

2” and Larger Meters: 
First 16,000 gallons @ $ 103.35. - Minimum Bill. 
Next 9,000 gallons @ $ 5.20. - per 1,000 gallons. 
All Over .25,000 gallons @ $ 4.45. - per 1,000 gallons. ” 

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

Sincerely, * THOM G. 
State Director 

cc: Area Director - Columbia, Kentucky 
Lake Cumberland ADD -- Russell Springs, Kentucky 
Henry M. Reed - Louisville, Kentucky 
Marshall Loy - Columbia, Kentucky 
Monarch Engineering - Lawrenceburg, Kentucky 
PSC - ATTN: Dennis Jones - Frankfort, Kentucky 





REPORT 

YEAR PERlOD NUMBER PAYMENT INTEREST PRINCIPAL BALANCE 
201 1 1 1 34652 34652 0 1459000 
2012 1 2 34652 34652 0 1459000 
2013 I 3 58652 34652 24000 1435000 
2014 1 4 58582 34082 24500 14 1 0500 
201 5 1 5 58500 33500 25000 1385500 
201 6 1 6 58906 32906 26000 1359500 
201 7 1 7 58789 32289 26500 1333000 
201 8 1 8 58659 31659 27000 1306000 
201 9 1 9 58518 31018 27500 1278500 
2020 I 10 58865 30365 28500 1250000 
202 1 1 11  58688 29688 29000 122 1000 
2022 1 12 58499 28999 29500 1191500 
2023 1 13 58799 28299 30500 1161000 
2024 1 14 58574 27574 3 1000 1 130000 
2025 1 15 58838 26838 32000 1098000 
2026 1 16 58578 26078 32500 1065500 
2027 1 17 58806 25306 33500 1032000 
2028 1 18 585 10 245 I O  34000 998000 
2029 1 19 58703 23703 35000 963000 
2030 1 20 58872 22872 36000 927000 
203 1 1 21 58517 22017 36500 890500 
2032 I 22 58650 21 150 37500 853000 
2033 1 23 58759 20259 38500 814500 
2034 1 24 58845 19345 39500 775000 
2035 1 25 58907 18407 40500 734500 
2036 I 26 58945 17445 41 500 693000 
2037 1 27 58959 16459 /42500 650500 
203 8 1 28 58950 15450 43500 607000 
2039 1 29 58917 14417 44500 562500 
2040 1 30 58860 13360 45500 5 17000 
204 I - 1 31 58779 12279 46500 470500 
2042 1 32 58675 11 175 47500 423000 
2043 1 33 58547 10047 48500 374500 
2044 1 34 58895 8895 50000 324500 
2045 1 35 58707 7707 5 1000 273500 
2046 1 36 58496 6496 52000 221 500 
2047 1 37 58761 5261 53500 168000 
2048 1 38 58490 3990 54500 113500 
2049 1 39 58696 2696 56000 57500 
2050 1 40 58866 1366 57500 0 
TOTALS 2300863 841 863 1459000 

BOND SCHEDULE, 3/8/2010 
Name of Borrower: Adair County Water District 

Amount of Loan 1459000 Annual Interest Rate 0.02375 

2 Payments 
Number of Initial Interest Only 
Payments 
Payment Frequency Annual This is a split payment bond. false 

40 Number af principal and/or Interest 

Principal Payment Units 500 Interest Payment Units 1 





AMENDED WATER RATE RESOLUTION 

A RESOLtJTION OF THE BOARD OF WATER COMMISSIONERS OF ADAIR COUNTY 
WATER DISTRlCT AMENDING RATES AND CHARGES FOR WATER SERVICE 
PROVIDED BY THE DISTRICT. 

WHEREAS, Adair County Water District (the "District") is required to apply to the Kentucky Public Service 

Commission ("PSC") foi a Certificate of Public Convenience and Necessity autliorizing and permitting said District to 

construct downtown Columbia water system replacements and improvements (the "Project" or "Downtown Water System 

Replacement"), and, 

WHEREAS, the District proposes to finance said Project through the issuance of $1,459,000 of the District's 

"Watet Revenue Bonds, Series of 201 2," (the "Bonds") by the issuance thereof to the United States Department of 

Agriculture, Rural Developinent (l'USDARD'') suppleniented by a IJSDARD Grant in  the amount of $595,000, and, 

WHEREAS, the District will apply to the ICentucky Public Service Commission for a Certificate of Public 

Convenience and Necessity and approval of a Schedule of Rates and Charges for water service in accordance with a 

certain USDARD Lettei of Conditions dated March 1 ,  201 0, Ainended by Letter of Conditions dated November 15, 

20 1 1, setting forth the conditions for the LJSDARD Loan: 

NOW, THEREFORE, BE IT AND IT IS HEREBY RESOLVED BY THE BOARD OF WATER 

COMMISSIONERS OF THE ADAIR COUNTY WATER DISTRICT AS FOL,LOWS: 

1.  That subject to PSC approval coinmeticing with the billing period corresponding to the month of March, 

2012, the District's rates and charges for water service shall be as follows: 

Gallonage Block Existing Rate per Gallon 

518" x 314" Meter Size: 
First 2,000 gallons $15.35 Minilnuin Bill 
Next 3,000 gallons 5.75 per 1,000 gallons 
Next 5,000 gallons 5.00 per 1,000 gallons 
Next 15,000 gallons 3.90 per 1,000 gallons 
All Over 25,000 gallons 3.15 per 1,000 gallons 

1 "  Meter Size: 
First 5,000 gallons $32.60 Minimum Bill 
Next 5,000 gallons 5.00 per 1,000 gallons 
Next 15,000 gallons 3.90 per 1,000 gallons 
All Over 25,000 gallons 3. IS per I,OOO gallons 

1 112" Meter Size: 
First 10,000 gallons $57.60 Minimuni Bill 
Next 15,000 gallons 3.90 per. 1,000 gallons 
All Over 25,000 gallons 3.15 per 1,000 gallons 

2" Meter Size: 
First 16,000 gallons $8 1 .00 Minimum Bill 
Next 9,000 gallons 3.90 per 1,000 gallons 
All Over 25,000 gallons 3.15 per 1,000 gallons 

New Rates per Gallon 

$1 9.90 Minimum Bill 
7.00 per 1,000 gallons 
6.25 per 1,000 gallons 
5.20 per 1,000 gallons 
4.45 per 1,000 gallons 

$40.90 Minitnuin Bill 
6.25 per 1,000 gallons 
5.20 pel- 1,000 gallons 
4.45 per 1,000 gallons 

$72.1 5 Minimum Bill 
5.20 per 1,000 gallons 
4.45 per 1,000 gallons 

$103.35 Minimum Bill 
5.20 per 1,000 gallons 
4.45 per 1,000 gallons 



2. That all other rates and charges not specifically nientioned Iierein shall remain as presently effective. 

3 I That all resolutions or parts thereof of tlie District in  conflict with tlie provisions of this Resolution are hereby 

repealed to the extent of such conflict. 

4. That this Resolutioti shall become effective upon its adoption and the District’s receipt of approval of tlie 

Public Service Coniinission. 

Passed and adopted this 12”’ day of January, 201 2. 

ADAIR COlJNTY WATER DISTRICT 

Chairman 

Attest: 

Secretary/Treasurer 

CERTIFICATE 

I, the undersigned, duly authorized and acting Secretary/Treasurer of the Adair County Water District hereby 
certify that the foregoing is a true and correct copy of an Amended Water Rate Resolution passed and adopted by the 
Board of Water Commissioners of the District by 5 voting for and 0 voting against said adoption, at a regular meeting 
held on tlie 12‘” day of January, 20 12 at which a quorum was present and voting throughout said meeting. 

Dated this 12“’ day of January, 2012. 

ADAIR COUNTY WATER DISTRICT 

SecretaryITreasurer 

2 





AFFIDAVIT OF DISTRICT CHAIRMAN REGARDING COMPLIANCE 
WITH PUBLIC SERVICE COMMISSION REQUIREMENTS 

?'he undersigned, Danny Downey, being duly sworn states as follows: 

The undei signed certifies that he is the duly authorized and acting Chairman of the Adair County Water District 
(thc "District") which intcnds to file with the Public Service Commission of ICentuclty ("PSC") a Petition seeking a 
Certificate of Public Convenience and Necessity in connection with the consti uction of additions and improvements to 
the District's watei distribution system, consisting oi (a) a new and enlarged central office facility, (b) construction ofa 
new transmission watei main and (c) a new booster pump station (the "Project" or "Downtown Water System 
Replacement") 

The undersigned has executed this Affidavit in reliance upon information and advicc of Monaich Engineering, 
Inc., Lawrenceburg, Kentucky (the "Engineers") which firm has been retained by the District to providc engineering 
services in connection with the Project as ftirther defined in the Preliminary and Final Engineering Reports of said 
Engineers. 

The undersigned states that the proposed plans and specifications for the Project have been designed to meet the 
minimum construction and operating requirements established in 807 ICAR 5:066, Section 4(3) and (4), Section S( I ) ,  
Sections 6 and 7, Section 8(1) thiough (3), Section 9(1) and Section 10. 

The undersigned states that all other State approvals or permits have been obtained 

The undersigned further certifies that the Project is to be financed through the issuance of(a) the District's Water 
Revenue Bonds, Series of 2012, in the principal amount of approximately $1,459,000 (the "Bonds") which are to be sold 
to the United States ofAmerica, acting through the IJS. Department of Agriculture, Rural Development (YJSDARDI'), 
and (b) a USDARD Grant in  the amount of approximately $595,000. 

Based upon the information supplied by the Engineers, it is estimated that construction of the Prqject will 
commence March 1,2012 and be completed May 1,2010. 

Based upon the advice of the Engineers and USDARD, the undersigned has been advised that an increase in 
water rates will be required by the District, as existing rates are estimated to be insufficient to meet the expenses incident 
to the operation and maintenance of the District's water distribution system and pay and retire all of the District's 
outstanding Watet Revenue Bonds as well as certain of the City of Columbia Utilities Revenue Bonds assumed by the 
District upon acquisition of the City's Water and Sewer System. 

Dated this ( <day of January, 2012. 

Acltnowledged before m e p a n n y  Downey, Chairman of the Board of Water Commissioners of the Adair 
County Water District, on this c+ day of January, 2012. 

My conimission expires 2 
Kentucky 

Identification Number: , Certificate Number: 

(Scal of Notary) 





United States Department of Agrlculture 
Rural Development 
Kentucky State Office 

December 29,201 I 

SUBJECT: Adair County Water District 
Downtown Water Iniprovements- Phase 2- Section 1 
Contract Award Concurrence 

TO: Area Office 
Columbia, 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, Southern 
Backhoe, Inc., in the amount of $lYS47,276.2S. 

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

+ F E G & d  Rural Development 

cc: Monarch Engineerin 
Lawrenceburg, 

771 Corporate Drive * Suite 200 * Lexington, KY 40503 

Committed io the future of rural communities 

Phone. (859) 224-7300 * Fax. (859) 224-7425 * TDD: (858) 224-7422 Web h t t p : / / w  rurdev.usda gov/ky 

rder, employer and lender.” 
of Civil Rights, Room 326-W, Whitten Building, 14”’ and 
9410 or call (202) 720-5964 (voice or TDD). 

To flle a complaint of discriml 
independence Av 

http://w




PRELIMINARY ENGINEERING REPORT 
SP ARKSVILLE WATER TRANSMISSION MAIN 

DOWNTOWN WATER SYSTEM IMPROVEMENTS 
NEW CENTRAL OFFICE CENTER 

ADAIR COUNTY WATER DISTRICT 
ADAIR COUNTY, KENTUCKY 

REVISED AUGUST 2010 



PRELIMINARY ENGINEERING REPORT 
SPARIKSVILLE WATER TRANSMISSION MAIN 

DOWNTOWN WATER SYSTEM REPLACEMENT & 
NEW CENTRAL OFFICE CENTER 

ADAIR COUNTY WATER DISTNCT 
ADAIR COUNTY, KENTUCKY 

I. GENERAL 

This Preliminary Engineering Report is intended to analyze tlie proposed thee  phased 
water system improvements that are being planned by the Adair County Water District 
which will improve water system pressure in the southwest portion and downtown 
poi-tions of tlie service area, and provide for a new and enlarged central office facility to 
accommodate tlie expanded responsibilities of the District as it takes on the operation of 
the City’s water system. A new transmission water main is proposed to be constiucted 
beginning at the intersection of ICentucky Highway 6 1 and the Cuniberland Parkway and 
extend along Kentucky Highway 61 until the intersection of Kentucky Highway 61 and 
Kentucky Highway 768. In addition, a new booster pump station will also be constiucted 
near the interchange of Kentucky Highway 61 and Cumberland Parkway to serve the 
southern portion of Adair County. The downtown areas that are being targeted for new 
water line replacement are in the areas of Hudson Street / Frazier Street, Highway 61 
South, Lindsey Wilson College, and in and around the old Osli ICosli facility. The new 
water office is planned to be constructed in tlie vicinity of the new Wal-Mart facility 
adjacent to the new elevated water storage tank and it will be on property owned by the 
Water District. 

11. PROJECT PLANNING AREA 

The area to be affected by tlie construction will lie adjacent to present transportation 
routes and tlie iiew booster pumping station will be coiistiucted adjacent to existing 
transportation routes. These areas are delineated on the attached maps. The topography 
of tliese areas is relatively flat and vaiies to gently rolling hills. The land use in tliis area 
is mainly agricultural with some liglit timber harvesting. Within the proposed seivice 
area there are no major conmiercial or industrial businesses expected. 

The constructioii of tlie project will have a major impact upon the southern portion of the 
District’s service area improving water pressures and volumes throughout tlie region. 
This area has expeiieiiced growth over the past twenty years since the first water lines 
were installed and tlie supply system is quiclcly approacliing its capacity to provide an 
aniple amount of  water. Phase 1 of this project will connect with tlie existing 
transmission main and new existing 1 .O inillion gallon water storage tank at tlie 
intersection of I(entuc1cy Highway 6 1 and Cuniberland Parkway just behind tlie newly 
coiistiucted Walinart facility. The constiuction will also have a minor impact upon the 



entire water system operated by the District by relieving other poi?ions of the water 
system froin having to provide service to this area. 

The areas that will be benefited will be the entire Southern portion of Adair County 
Water District’s service area including the coimiiunities of Gadberry, Flatwoods, 
Sparltsville, Breeding, and all of the surrounding areas. 

The Phase 2 portion will be constructed along existing water line easeinents and city 
streets and rights of way and the new water office in the Phase 3 portion will be 
constructed on disturbed property owned by the Water District. 

111. EXISTING FACILITIES 

The Adair County Water District owns and operates the water distribution system that 
serves nearly the entire niral portion of Adair County. In addition, the District is in the 
process of acquiring the water and sewer systems that are owned and operated by the City 
of Columbia. The District purchases all of its water fiom the newly constiwted water 
plant owned and operated by the ColunibidAdair County Water Coinmission. The 
District also purchases a small portion of its water for resale froin the City of Jamestown. 
Water Purchase contracts with each supplier have recently been updated and at present 
the Water District does not exceed the contracted amount. Over 95 percent of the rural 
portion of Adair County is served with potable water through the Water District’s 
network of water distribution and transmission lines. 

The Adair County Water District operates the water system though a Board of 
Coniinissioners, Manager, office personnel arid field personnel. The Coimiissioners 
serve a four year term and they are appointed by the Adair County Fiscal Court. 

Iv. NEED FOR THE PROJECT 

The first phase of this three phased project is intended to eliminate a potentially serious 
health hazard in the conmiunities in which it will serve. The Water Distiict provides 
potable water service to all of rural Adair County and in the southern portion of the 
county, water supply and water pressure has been measured in several locations to be just 
above the regulatory limits. This situation is due primarily to the growth in this area 
coupled with the need to provide a safe and ample supply of drirking water to all of the 
residences of Adair County. In the event water pressure is reduced to a level that is 
below the regulatory standard, the potential for a health hazard exists which could lead to 
an area wide illness. These minimum operating pressures are set by federal and state 
officials and are designed to provide a safe supply of potable water, but when these levels 
are exceeded the chance for ai unsafe condition exists. In addition, violations of these 
parameters will result in mediation efforts on the part of the Water District to coi-rect the 
situation. 



Tlie Adair County Water District is proposing to construct a 12-incli transmission main 
that would extend from tlie intersection of IGxtuclty Highway 6 1 and Cumberland 
Parkway i-umiing south along Kentucky Highway 61 until the iiitersectioii of Kentucky 
Highway 61 and ICentucky Highway 768. The project also proposes to construct a new 
750,0000 gallon elevated water storage tank wliicli will be located adjacent to the old 
Sparltsville Scliool. 

The second phase is to address the old and deteriorated water lines tliat the Water District 
intends to take over operation of from the City of Columbia. Many of these water lines 
were constmcted as early as the 1930’s and investigations have revealed that water loss in 
tlie city system have been deteiiiiined to be as liigli as 70 percent during soiiie months. 
The plan is to reduce tlie water loss to ail acceptable level by replacing the old existing 
water lilies which will improve tlie water quality and pressure in the city system aiid will 
reduce tlie operating costs of tlie water plant by reducing the amount of water being 
produced. 

V. ALTERNATIVES CONSIDERED 

Based on the need for tlie continuation of tlie supply of potable water to the residents aiid 
small businesses in Adair County, the Adair County Water District is the only logical 
entity that can provide water sei-vice to these areas. The ICeiitucky Division of Water aiid 
the Kentucky Public Service Commission regulate the District and also inaridate that the 
operation of tlie system be in coriipliance with the applicable d e s  and regulations. The 
Water District is the only utility that has jurisdiction to provide the water service to the 
new users. Increasing the storage capacity and also the capal3lity of the Water District to 
adequately transport water to its custorners is a necessity and enforced by the regulatory 
agencies that regulate tlie operation of the Water District. 

Alternatives considered for tlie 12-incli transmission main coiisisted of constructing a 
water transmission main through tlie City of Colunibia iii order to increase the volume of 
water tliat could be delivered to the District’s service area. Otlier routes were considered 
for tlie location of the transmission main but due to the new development of Kentucky 
Highway 6 1 the proposed route was chosen. 

Alteiiiatives coiisidered for the iinproveinents to the downtown areas were limited based 
on the fact that it has been well documented tliat tliere is a significant amount of old and 
lealting water lines scattered tlxougliout the city water system. The alternatives tliat were 
considered were in the study of changing the size of the four pressure zones tliat currently 
are set to serve the city area along with the deliveiy aiid service routes in which tlie water 
flows in order to provide continuous aiid safe water sei-vice. 

VI. PROPOSED PROJECT 

Pliase 1 of the proposed project consists of the iiistallatioii of approximately 34,000 linear 
feet of 12-inch transmission water main and appurtenances and also the construction of a 



new water booster pumping station to eidiance the District’s operation particularly in tlie 
soutliern portion of tlie seivice area. Tlie water transmission main will be constructed of 
ductile iron material and it will extend &om the intersection of Kentucky Highway 61 and 
Cumberland Parkway running parallel in a soutlieiii direction along Kentucky Highway 
61 until the intersection of Kentucky Highway 768. Also included is tlie construction of 
a 750,000 gallon water storage tank at tlie intersection of Kentucky Highway 61 and 
Kentucky Highway 768 to provide water storage and increased water pressures in the 
Sparlcsville area. 

Pliase 2 consists of replacing all or a portion of 44,000 feet of various size water lines 
within the city limits of Columbia. Also planned are tlie replacement of approximately 
380 water meters that are suspected of not accurately measuiing tlie amount of water that 
is being sold. 

Phase 3 consists of constructing a new water office that will be larger than tlie existing 
facility and better suited to accommodate the day to day operation of the Water Distiict 
along with tlie additional duties in owning and operating tlie City’s old water system. 

An itemized cost estimate is included in tliis report and outlines all of the individual 
construction items along with their associated estimated unit costs. A summary cost 
estimate recaps all of the project costs and outlines tlie funding scheme for the project, 
wliich is also included in this report. The constiuction cost of the expansion and 
improvements for Phase 1 is estimated to be $3,392,000 with fiznding being provided by 
a grant in the amount of $1,000,000, a loan in the amount of $1,054,000 froin tlie USDA 
Rural Development Agency and tlie remainder to be f?om a loan &om the 
Conmonwealtli of Kentucky through their State Revolving Loan Fund program. For 
Phase 2 and Phase 3, an allotment of $1,590,000 and $300,000 respectively have been 
earmarked for these two phases and construction is estimated to take place approximately 
six niontlis after construction bids have been received for the Phase 1 portion. Tlie total 
amount of funds that will be used for these remaining two phases of work will be 
dependent upon the cost of Phase 1. Overall, the total project cost for all t h e e  phases has 
been estimated to be $6,054,000.00. 

VII. CONCLUSIONS AND RECOMMENDATIONS 

Based on the need for the Water District to maintain the required level of seivice in 
providing a potable water supply combined with tlie responsibility to transport water 
tlxougliout tlie Adair County Water System, it is recoinmended that tlie Adair County 
Water Distiict pursue the financial assistance as outlined above in order that these 
extensions and iinprovenients can be irnpleinented. Tlie Water District is tlie only major 
supplier of potable water witliin the iura1 areas of Adair County and their system is 
situated such that these extensions could be made without adversely affecting service to 
their otlier customers. 



FINAL COST ESTIMATE 
PROPOSED WATER SYSTEM IMPROVEMENTS 

DOWNTOWN WATER SYSTEM IMPROVEMENTS 
NEW CENTRAL OFFICE CENTER 

ADAIR CO'ZJNTY WATER DISTRICT 
AUGUST 2010 

SPARKISVILLE TRANSMISSION NLAIN 

PROJECT COSTS 

DEVELOPMENT - PHASE I 

WATER TRANSMISSION MAIN 

WATER STORAGE TANK 

CONTINGENCY 

ENGINEERING DESIGN 

CONSTRUCTION INSPECTION 

DEVELOPMENT - PHASE 2 DOWNTOWN WATER LINE REPLACEMENT 

DEVELOPMENT - PHASE 3 NEW CENTRAL OFFICE CENTER 

LAND & RIGHTS 

LEGAL & ADMINISTRATIVE 

INTEREST 

TOTAL PROJECT COSTS 

$2,187,000 

1,205,000 

340,000 

240,000 

132,000 

1,590,000 

300,000 

25,000 

20,000 

15.000 

$6,054,000 

101 l/Adair/PrelimCostEstRev.xls 



FINAL COST ESTIMATE 
PROPOSED WATER SYSTEM IMPROVEMENTS 

SPARKSVILLE TRANSMISSION MAIN 
DOWNTOWN WATER SYSTEM IMPROVEMENTS 

NEW CENTRAL OFFICE CENTER 
ADAIR COUNTY WATER DISTRICT 

AUGUST 2010 

PROJECT FINANCING 

STATE REVOLVING FUND LOAN 

RURAL DEVELOPMENT GRANT 

RURAL DEVELOPMENT LOAN 

TOTAL PROJECT COSTS 

$4,000,000 

595,000 

1,459.000 

$ 6,054,000 

101 l/Adair/PrelimCostEstRev.xls 



PRELJMINARY COST ESTIMATE 
PROPOSED WATER SYSTEM IMPROVEMENTS 

ADAIR COUNTY WATER DISTRICT 
JUNE 2009 

SPARKSVILLE AREA WATER STORAGE TANK 

ITEM 

NO. 

I 

750,000 GALLON STORAGE TANK 
UNIT TOTAL 

DESC RlPTl ON QUANTITY COST COST 

Site Work 1 LS $60.000.00 60.000.00 

2 

3 

4 

5 
_I_ 

Tank Foundation 1 LS 150,000.00 150,000.00 

Tank Fabrication 1 LS 520,000.00 520,000.00 

1 LS 250,000.00 250,000.00 Tank Erection 

80,000.00 
---.- _1_.__1---. 

- Tank Coatings 1 LS 80,000.00 

6 50,000.00 Yard Piping 1 LS 

20,000.00 

Subtotal $1,205,000.00 

Contingency 120,000.00 

Total Construction $1,325,000.00 

7 

8 

0900/Adair/Spa rksvil le.xls 

45,000.00 Valve Vault 1 LS 45,000.00 

Telemetrv Control 1 LS 30,000.00 30.000.00 
l-.l- 



PREL,IMINARY COST ESTIMATE 
PROPOSED WATER SYSTEM IMPROVEMENTS 
SPARKSVILLE WATER TRANSMISSION MAIN 

ADAIR COUNTY WATER DISTRICT 
JUNE 2009 

ITEM 
NO. DESCRIPTION QUANTITY 

1 12-Inch Water Transmission Main 34,000 LF 

2 8-lncc Water Transmission Main 18,000 -. LF 

3 Bore & Case for 12-Inch Water Line 600 LF 
200 LF 

5 Creek Crossing for 12-Inch Water Line 300 LF 

6 Creek Crossing for 8-Inch Water Line 200 LF 

7 12-Inch Gate Valve 16 EA 

8 8-Inch Gate Valve 8 EA 

- 4 Bore & Case for 8-Inch Water Line -. 

12-INCH TRANSMISSION MAIN 
UNIT TOTAL 
COST COST 

$36.00 $1,224,000.00 

360,000.00 

140.00 84,000.00 

100.00 20,000.00 

100.00 30,000.00 

80.00 16,000.00 

3,000.00 48,000.00 

2,000.00 16,000.00 

-- 20.00 

9 Flush Hydrant 8 EA 3,000.00 24,000.00 
~~~~ ~ 

I I lconnection 1 - 8 E A 1  I 5 , 0 0 0 . 0 0 1  - 40,000.00 
, 

13 

12 /Master Meter I 1 EA I 15,000.00 I 15,000.00 

Booster Pump Station 1 LS 300,000.00 300,000.00 

-- Subtotal $2,187,000.00 
Contingency 21 9,000.00 

0900/Adair/S parksville.xls 



PRELIMINARY COST ESTIMATE 
DOWNTOWN WATER SYSTEM IMPROVEMENTS 

HUDSON STREET / FRAZIER AVENUE AREA 
COLUMBIA / ADAIR UTILITIES DISTRICT 

SEPTEMBER 2010 

NO. 
1 

ITEM I I I UNIT I TOTAL 1 
DESCRIPTION QUANTITY COST COST 

6-Inch Water Line ~ - _ _ . . -  22,000 LF 
2 Bore & Case for 6-Inch Water Line 100 LF -- --_._.___, 

$25.00 $550,000.00 
- 100.00 10,000.00 

1 OOO/AdairCounty/DowntawnWaterEst.xls 

3 
4 
5 
6 

___ -.---_I - 30 EA 600.00 18,000.00 6-Inch Gate Valve 

Connection for - 6-Inch WL 16 EA 2,500.00 40,000.00 
Hydrant 50 EA 2,500.00 125,000.00 
Meter Replacement 220 EA 1,500.00 330,000.00 
3/4-lnch Service Tubing 11,000 EA 6.00 
Pavement Replalcement 17,000 EA 25.00 
Sidewalk Replacement 0 LF 10.00 

66,000.00 
425,000.00 

0.00 



PRELJMINARY COST ESTIMATE 
DOWNTOWN WATER SYSTEM IMPROVEMENTS 

HIGHWAY 61 SOUTH AREA 
COLTJMBIA / ADAIR TJTTLITIES DISTRICT 

SEPTEMBER 2010 

NO. 
1 
2 

DESCRIPTION QUANTITY COST COST 
8-Inch Water Line - 5,000 LF $32.00 $1 60,000.00 - 
6-Inch Water Line 1.500 LF 25.00 37.500.00 

3 
4 
5 
6 
7 
8 
9 
10 
11 

8-Inch Gate Valve 8 EA 800.00 6,400.00 
6-Inch Gate Valve 4 EA 600.00 -- 2,400.00 
Connection for 8-Inch WL 8 EA 3,500.00 28,000.00 

Hydrant - 14 EA 2,500.00 ._” 35,000.00 
90,000.00 Meter Replacement 

3/4-1nch Service Tubing 
Pavement Replalcement 
Sidewalk Replacement 

Connection -- for 6-Inch WL 4 EA 2,500.00 10,000.00 

3,000 EA 
1,500 EA 
5,000 LF 

--. 

1 OOO/AdairCounty/DowntawnWaterEst.xls 



PRELIMINARY COST ESTIMATE 
DOWNTOWN WATER SYSTEM IMPROVEMENTS 

LINDSEY WILSON AREA 
COLUMBIA / ADAIR UTILITIES DISTRICT 

SEPTEMBER 2010 

ITEM 
NO. 
I 

___ 2 
- 3 

4 
5 

UNIT TOTAL 
DESCRIPTION QUANTITY COST COST 

12-Inch Water Line -.- 4,000 LF $45.00 $1 80,000.00 
6-Inch Water Line 5,400 LF 25.00 135,000.00 
12-Inch Gate Valve - 12 EA 1,200.00 14,400.00 
6-Inch Gate Valve 16 EA 600.00 9,600.00 
Connection for 8-Inch WL 10 EA 5.000.00 50.000.00 

6 
7 
8 
9 
10 
I I 

1 OOO/AdairCounty/DowntownWaterEst.xls 

Connection for 6-Inch WL 10 EA 2,500.00 25,000.00 
Hydrant - 30 EA 2,500.00 75,000.00 
Meter Replacement -.- 90 EA 1,500.00 135,000.00 
3/4-lnch Service Tubing 4,500 EA 6.00 27,000.00 
Pavement Replalcement 8,000 EA 25.00 200,000.00 

0 LF 10.00 0.00 Sidewalk Replacement _- - 



PRELIMINARY COST ESTIMATE 
DOWNTOWN WATER SYSTEM IMPROVEMENTS 

OSH KOSH AREA 

SEPTEMBER 2010 
COLTJMBIA / ADAIR UTILITIES DISTRICT 

ITEM 
NO. DESCRIPTION QUANTITY 

1 8-Inch Water Line 5,000 LF 
2 6-hch Water Line 1.000 LF 

UNIT’ TOTAL 
COST COST 

$32.00 $160,000.00 
25.00 25.000.00 

3 
4 
5 

600 LF 200.00 120,000.00 
800.00 9,600.00 8-Inch Gate Valve 

6-Inch Gate Valve 4 EA 600.00 2,400.00 

Parkway Bore -- & Case for 8-Inch Water Line --- 

- 8 

6 
7 

9 
10 

- 

Subtotal $424,500.00 
Contingency 42,500.00 

Total Construction $467,000.00 

3,500.00 42,000.00 
2,500.00 10,000.00 

Hydrant - 2,500.00 25,000.00 

Connection for 8-Inch WL 
Connection for 6-Inch Wl- 

Meter Replacement 10 EA 1,500.00 15,000.00 

3/4-lnch Service Tubina 500 EA 3.000.00 
1 I 
12 

25.00 12,500.00 
10.00 

Pavement Replalcement 500 EA 
Sidewalk Replacement 0 LF 









I WITH NEW 6-INCH WATER LINE I 
0 -  0 

LINDSEY WILSON AREA 
ADAIR COUNTY WATER DISTRICT 

ADAIR COUNTY, KENTUCKY 

1 ~ " ~  Monarch ' Engineering, Lnc. 

556 Carltan Drive 
Lawrenceburg, KY 





CENTRAL OFFICE CENTER 
ADAIR COUNTY WATER DISTRICT 

ADAIR COUNTY, KENTUCKY 

Engineering, Inc. 

556 Carlton Drive 
Lawrenceburg, KY 
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DOWNTOWN WATER SYSTEM 
IMPROVEMENTS 

PHASE 1 - SECTI0.N 2 

COLUMBIA / ADAIR UTILITIES DISTRICT 
ADAIR COUNTY, KENTUCKY 

i 

DECEMBER 20 11 



Deceinbei. 16, 201 1 

Mr. Danny L>owney, Chaiiiiian 
Adair County Water District 
P.0. Box 567 
Columbia, KY 42728 

Re: Downtown Water System hnpmvenieiits, Phase 2 - Section 1 

Dear Mr. Downey: 

011 December 15, 201 1, bids were received by the Colunibia / Adair IJtilities District for 
the coiistixiction of the Downtown Water System Improvements, Phase 2 - Section 1. 
Seven bids were received with the lowest bid being submitted by Southern Backhoe, Tnc. 
located in Canipbellsville, ICY, Fu the amount of $1,547,276.25. A summarized bid 
tabulation of all bids received aiid the Final Project Budget is attached. 

Due to the competitive results of the bids aiid the fact that the lowest bid submitted is of 
an amount that is within the project budget we recommend that the Utilities Distiict 
consider awarding a contract to Southern Backhoe, hic. in the aniount of $1,547,276.25. 
Tlis recoimneiidatioii is contingent upon approval fioni the Rural Developinent Ageiicy 
and the Kentucky Public Service Coinmission. In addition, we urge you to expedite this 
action so that you can iinpleiiieiit the much needed rate increase that is dependent ~ipon 
approval by both the above mentioned agencies. 

Should you need additional infoiination, please advise. 

Sincesel y, 

David M. Bo&&, P.E. 

Cc Kevin Antle 
Rural Development 

Vernon Brow11 
Rural Development 

556 Carlton Dr. - Lawrenceburg, tiy 40342 * 502-839.13 IO * Fax 502-839-1373 



FINAL COST ESTIMATE 
PROPOSED WATER SYSTEM IMPROVEMENTS 

COLTIMBIA / ADAIR TJTILITIES DISTRICT 
DECEMBER 2011 

DOWNTOWN WATER SYSTEM IMPROVEMENTS PHASE 2 - SECTION 1 

PROJECT COSTS 

D EVE L.0 PM EN T 

CONTINGENCY 

ENGINEERING DESIGN (8.1 9%) 

CONSTRUCTION INSPECTION (5.05%) 

LEGAL & ADMINISTRATIVE 

INTEREST 

TOTAL PROJECT COSTS 

PROJECT Fl NANC I NG 

RURAL DEVELOPMENT GRANT 

RURAL DEVELOPMENT LOAN 

TOTAL PROJECT COSTS 

1 I 02/Adair/FinalBudget,xls 

$1,547,276.25 

266,864.38 

126,721.92 

78,137.45 

20,000.00 

15,000.00 

2,054,000.00 

$595,000.00 

1,459,000.00 

2,054,000.00 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PCJBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF ADAIR COUNTY WATER 
DISTRICT TO ASSUME CERTAIN SECURITIES IN 
THE OUTSTANDING PRINCIPAL AMOUNT OF ) CASE NO. 2010-00361 
$2,236,343 PURSUANT TO THE PROVISIONS OF 
KRS 278.300 AND 807 KAR 5:001 

) 
) 

) 
) 

- O R D E R  

Adair County Water District (“Adair District”) has applied for authorization to 

assume obligations related to the outstanding water and wastewater bonds of the city of 

Columbia, Kentucky (“Columbia”) as part of its acquisition of Columbia’s water 

distribution system and wastewater system. Its application poses the following 

question: Daes KRS 278.300 require Commissian authorization of a water district’s 

assumption of Obligations related to bonded debt when such assumption is subject to 

Rural Development‘s supervision and control? Finding it does not, we declare that 

Commission authorization of Adair District’s assumption of the obligations in question is 

not required. 

Adair District, a water district created pursuant to KRS Chapter 74, owns and 

operates water distribution facilities that serve approximately 5,919 customers in Adair 



County, Kentucky.' It is a utility subject to Commission jurisdiction.* Adair purchases 

its total water requirements from the ColumbialAdair County Water Cammi~sian.~ 

Columbia, a city of the fourth class,4 owns and operates a water distribution 

system that provides retail water service to approximately 1,640 c~stomers.~ It also 

operates a wastewater collection and treatment system that provides wastewater 

services to approximately 1,460 customers.6 Columbia purchases its total water 

requirements from the Columbia/Adair County Water Commission. 

On May 3, 2010, Columbia and Adair District entered into an Asset Purchase 

Agreement in which Columbia agreed to transfer ownership of its water distribution 

system and wastewater collection and treatment systems to Adair District. In exchange 

for Columbia's facilities, Adair District agreed to assume the outstanding debt 

obligations related to those facilities. These debt obligations consist of eight series of 

revenue bonds that Columbia issued and that Rural Development has purcha~ed.~ As 

of September 1, 2010, the outstanding principal balance of these bonds was 

$2,236,343.8 

Annual Report of Adair County Water District to fhe Public Service Commission of Kentucky 1 

for the Year Ended December 31, 2009 at 5 and 27. 

KRS 278.015. 

The CoIumbialAdair County Water Commission is a water commission created under the 
provisions of KRS 74.420 to 74.520. 'This commission is not a utility and is not subject to the Public 
Service Commission's jurisdiction. See KRS 74.510. 

KRS 81 .OIO(3). 

ti Application at 3. 

Id. 

For a listing of these debt obligations, see Exhibit 2 of the Application. 

Application at 4. 

7 
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Adair District has applied to Rural Development for permission to assume these 

obligations. Rural Development, the agency of the US. Department of Agriculture that 

administers rural business, cooperative, housing, utilities and community development 

 program^,^ has advised Adair District in writing of the conditions necessary to receive 

approval for the assumption of these obligations.” Once these conditions are satisfied, 

Adair District will execute an assumption agreement with Rural Development.“ 

Commission approval of Adair District’s acquisition of Columbia’s facilities is not 

required. KRS 278.020(5)12 and 278.020(6)13 require prior Commission approval of the 

transfer of control or ownership of any “utility.” As a city, Columbia is not within the 

See Pub. L. 101-624 §2302(b). 

Letter from Thomas G. Fern, State Director, Rural Development, to Danny Downey, 
Chairman, Adair County Water District (May 10, 201 0). 

IO 

See Exhibit 4 of the Application for the form of this assumption agreement. 11 

No person shall acquire or transfer ownership of, or control, or the right to 
control, any utility under the jurisdiction of the commission by sale of assets, 
transfer of stock, or otherwise, or abandon the same, without prior approval by 
the commission. The commission shall grant its approval if the person acquiring 
the utility has the financial, technical, and managerial abilities to provide 
reasonable service. 

12 

No individual, group, syndicate, general or limited partnership, association, 
corporation, joint stock company, trust, or other entity (an ‘acquirer’), whether or 
not organized under the laws of this state, shall acquire control, either directly or 
indirectly, of any  utility furnishing utility service in this state, without having first 
obtained the approval of the commission. Any acquisition of control without prior 
authorization shall be void and of no effect. As used in this subsection, the term 
‘control’ means the possession, directly or indirectly, of the power to direct or 
cause the direction of the management and policies of a utility, whether through 
the ownership of voting securities, by effecting a change in the composition of the 
board of directors, by contract or otherwise. 

13 
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statutory definition of “~t i l i ty . ” ’~ KRS 278.020 therefore does not require Commission 

approval of the proposed tran~action.’~ 

Generally, Commission approval of a utility’s assumption of a liability with respect 

to an evidence of indebtedness is required. KRS 278.300(1) provides: 

No utility shall issue any securities or evidences of 
indebtedness, or assume any obligation or liability in respect 
to the securities or evidences of indebtedness of any other 
person until it has been authorized so to do by order of the 
commission. 

KRS 278.300(10) provides an exception to this general rule where “the issuance of 

securities or evidences of indebtedness is subject to the supervision or control of the 

federal government or any agency thereof.” 

Based upon the above, the Commission finds that, as Adair District‘s assumption 

of Columbia’s bonded debt obligations is subject to the control and approval of Rural 

Development, an agency of the U.S. Government, it falls within the category of 

transactions that KRS 278.300( I O )  exempts from the requirement of Commission 

authorization.16 

The Commission notes that KRS 278.023 requires limited Commission review of 

the financing of certain construction projects that are financed in whole or in part under 

See KRS 278.010(3). See McClellan v. Louisville Water Co., 351 S.W.2d 197 (Ky. 1961). 14 

l5 See Case No. 2008-00074, Hardin County Water District No. I’ (Ky. PSC Apr. 23, 2008) at 3; * 

Case No. 2004-00157, Ohio County Water District (Ky. PSC July 12, 2004) at 2; Case No. 2000-00357, 
Northern Kentucky Wafer District (Ky. PSC July 20, 2000) at 2; Case No. 89-21 1, Kenfon County Water 
District No. 7 (Ky. PSC Nov. 1, 1989) at 3-4. 

l6 Our Order does not address whether KRS 278.300 requires Commission authorization of 
Adair District‘s assumption of Columbia’s water purchase contract with the CoIumbialAdair County Water 
Commission. Adair District has not requested Commission authorization of that transaction nor has it 
provided a copy of that contract to the Commission to permit such review. 

-4- Case No. 2010-00361 



the terms of an agreement between a water district and Rural Development. As the 

agreement between Adair District and Rural Development in the case at bar does not 

involve any construction, only the assumption of existing debt obligations, KRS 278.023 

is not applicable. 

IT IS THEREFORE ORDERED that: 

1. Adair District’s Application for an Order declaring that its proposed 

assumption of Columbia’s bonded debt obligations related to Columbia’s water and 

wastewater systems does not require Commission approval is granted. 

2. Adair District’s proposed assumption of Columbia’s bonded debt 

obligations to Rural Development in the principal amount of $2,236,343 is subject to the 

supervision of Rural Development, a federal agency within the meaning of KRS 

278.300(10), and does not require Commission authorization under KRS 278.300(1). 

By the Commission 

LAI I 1 ENTERED 

OCT - 7 2010 
KE NT 1J C I<Y P U I3 L I C L S ERVl C_E COM M I S 5 IO fj J 

Case No. 2010-00361 



Honorable Darnon R Talley 
Attorney at Law 
P.O. Box 150 
Hodgenville, KY 42748-0150 

Service List for Case 2010-00361 
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