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Case No. 2016-00062
MWD Responses to Attorney General’s
Initial Data Request

1. Reference Mountain Water District's ("Mountain Water" or "District") Petition for
Modification of Order in Case No. 2014-00342 (Petition for Modification) generally.
Provide all tables and exhibits referenced in or supporting the Petition in their native
electronic format (i.e. Microsoft Word, Microsoft Excel), with data including formulae

in all cells and rows intact and fully accessible.

WITNESS: SPEARS

RESPONSE:

SEE ATTACHED



Mountain Water District Mou

Projected Cost Comparison of Assuming Operations of the District Proje:
June 30,2014 Assur
June:
MWD .
UMG Direct Expenses Additional MWD Projected Cost Numb
Payroll and Administrative Expenses
Salary and Wages 1
Regular Pay $ 1,609,414 . $ 1,609,414
Overtime 85,925 © 85,925
Paid leave 222,271 222,271 2
HR, Safety, AP Clerk . - 34,869 (1) 34,869
Total Salaries and Wages $ 1,917,610 $ 1,952,479
Payroll Taxes . 3
Fica ) 141,479 2,667 (2) 144,146
Futa ' 6,993 144 (2) 7,137 4
Suta 17,837 324 (2) 18,161
Total Payroll Taxes 166,309 : 169,445 5
Health Insurance Expense 375,656 9,600 (3) 385,256
Life Insurance Expense 7,462 136 (4) 7,598 b
Long Term Disablilty 6,715 122 {5) 6,837
State Retirement System 54,522 310,201 {6} ; 364,723 7
Training Expense 5,505 5,505
Travel
Lodging - 4,931 ' 4,931 8
Meals 5,245 5,245
Mileage 855 855
Total Travel 11,031 11,031
Vehicle Expenses
Lease Expense 69,306 (69,306) (8) -
Gasoline 174,962 174,962
Diesel 36,469 36,469
Miscellaneous 2,057 2,057
Total Vehicle Expense 282,794 213,488
Office Storage Rental 1,090 1,080
Office Equipment Lease 7,253 ) 7,253
Office Supplies 31,930 31,930
Janatorial Expense . 20,092 20,092
Postage 111,210 111,210
Professional Fees accounting 749 749
Professional Fees Other 47,941 ] 47,941
Insurance
General Liability ] 149,073 149,073
Auto ) 15,417 15,417
Workers Compensation 35,706 ' 35,706 .
Total Insurance Expense 200,196 200,196
Telephone -
Office 11,736 11,736
Mobile 13,848 13,848
Other 1,910 1,910
Total Telephone 27,494 27,494
Security Service 459 459
$ 3,276,018 288,758 $ 3,564,776

Direct Operations

Uniforms . 26,497 26,497
Safety Supplies 18,274 ’ 16,274
Laboratory Supplies 2,979 2,979

C:\Users\STA?\AppData\LocaI\Microsoft\Winduws\Temporarv Internet Files\Content.Outlook\T9JYNI4I\Projected Cost to Operate Internally Revision for
PSCorder rescind.xlsx



Laboratory Testing 37,171 37,171

Other Cutside Services 2,400 2,400
Carbon 802 802
. Disinfectants 54,950 - 54,950
Fluoride 17,909 17,909
Polymers 8,313 8,313
Dechlorination Agents 13,841 - 13,841
Nitonox 11,270 11,270
Other Chemicals 62,977 62,977
Purchased Water 1,114,659 1,114,658
“Electricity 1,162,650 1,162,650
Sewage Fees ' 163,514 163,514
Solid Waste 6,805 6,805
' 2,703,011 - 2,703,011
Repair and Maintenance
Repair and Maintenance 758,439 . 758,439
Hand Toos 13,316 13,316
771,755 - 771,755

Cash Expenditures for note payments.

Note payments for existing vehicles curently paid by UMG. 69,306 (8} 69,306

Note payments for 5 additional vehicles 30,000 (7} 30,000
99,306 99,306
: , $ 6,750,784 388,064 $ 7,138,848
Amount Paid to UMG 7,600,837
Projected Saving by Operating the District Internally S 461,989

C:\Users\STA7\AppData\Local\Microsoft\Windows\Temporary Internet Files\Content.Dutlook\TSJYNI4I\Projected Cost to Operate Internally Revision for
PSC order rescind.xlsx



ntain Water District
cted Cost Comparison of Assuming Operations of the District

nptions
30,2014

er

The district will require 1 additional employee included inUMG's Corporate Overhead Number
Propose the addition of an A/P Clerk at 534,869

The additional Fica is calculated at 7.65% of the Salary, FUTA at .006 of $8,00 per Employee and SUTA at prorata to UMG's cost
related to total payroll

Cost estimated at $800 per new employee ml.xltipl'led by 12 months.

Pro rata UMG's number to their total payroll, adjusted for the 1 new employees

Pro rata UMG's number to their total pa\.(roll, adjusted for the 1 new employees

Total payroll of $1,952,479 multiplied by the current KERS Retirement percentage of 18.68% less the UMG costs of $54,522.

UMG currently uses 7 trucks of theirs on our project, we will only replace 5 of those. Estimated at $500 per month by the five
new trucks.

UMG pays for notes that are in MWD's name for vehicles used on our project. We would not have this expense without the
contract with UMG. We would however have to make the payments on those notes. -

C\Users\STAT\AppData\Lacal\Microsoft\Windows\Temporary Internet Files\Content.Outlook\T9)YNI4\Projected Cost to Operate Internally Revision for
PSC order rescind.xlsx



Case No. 2016-00062
MWD Responses to Attorney General's
Initial Data Request

2. Reference Mountain Water's Petition for Modification generally. Please provide ail
relevant and supporting worksheets in electronic format with data including formulae

in all cells and rows intact and fully accessible.,

WITNESS: SPEARS

RESPONSE:-

SEE ATTACHED



Case No. 2016-00062
MWD Responses to Attomey General’s
Initial Data Request

3. Reference Mountain Water's Petition for Modification generally. Provide full and
complete copies of the Board of Commissioner's meeting minutes from every regular
or special meeting that occurred from January 1, 2015 to the present. Include all

documents, materials, presentations, etc. that were distributed or presented at the

meetings,
WITNESS: SAWYERS

RESPONSE: Minutes from January 1, 2015 to October 16, 2015 are attached. Minutes
from October 16, 2015 to present are included in PSC response 1.



MOUNTAIN WATERDISTRICT
BOARD OF COMMISSIONERS REGULAR MEETING

January 28, 2015
10:00 AM

ATTENDEES

Bobby Varney, Magistrate, District 6

Chris Anderson, Appalachian News Express
Jody Hunt, Summit Engineering, Inc.

Cliif Latta, Vaughn & Melton

Jamie Noe, Vaughn & Melton

Stephen Caudill, Bell Engineering

Megan Kendall, Bell Engineering

Tim Campoy, EDC, Inc.

Mike Spears, Spears Management

Dan Stratton, Stratton Law Firm

Roy Sawyers, Mountain Water District Administrator
Grendall Potter, Manager, UMG ’

Tammy Olson, Office/Compliance Manager, UMG
Kevin Lowe, Office/Finance Manager, UMG
Carrie Hatfield, Financial Administrator, MWD

CALL TO ORDER AGENDA ITEM | _
The Mountain Water District Board of Commissioners Regular Meeting was held on Wednesday, January
28th, 2015 at 10:00 a.m.

Commissioners present for the meeting were as follows:

Lester “John” Collins
Commissicner Kelsey Friend, 11
Commissioner Prentis Adkins

Vice Chairperson Lester John Collins conducted the meeting.
Commissioner Ancie Casey was not present for this meeting.

VISITORS AGENDA ITEM Il

Vice Chairperson Collins inquired if there were any visitors for today’s meeting. There were none.

APPROVAL OF MINUTES AGENDA ITEM IIl.

Vice Chairperson’ Collins requested a motion to approve the minutes of the special meeting held on
December 30th, 2014. Commissioner Friend made the motion to approve the minutes as presented.
Commissioner Adkins seconded the motion. Commissioner voting as follows:

Chairperson James Absent
Commissioner Collins Aye
Commissioner Friend Aye
Commissioner Casey Absent
Commissioner Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution 15-01-001



|"\

Vice Chairperson Collins stated that in the absence of Commissioner Casey at the December 30, 2014
special meeting, we need to do a resolution to retro-actively appoint Commissioner Adkins as Acting
Secretary for that meeting. He requested a motion to that effect. Commissioner Friend made the motion.
Commissioner Adkins seconded the motion. Commissioner voting as follows:

Chairperson James : Absent
Commissioner Collins Aye
Commissioner Friend Aye
Commissioner Casey Absent
Commissioner Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution 15-01-002

Ms. Olson stated that we need a resolution to appoint Commissioner Adkins as the Acting Secretary for
today's meeting as well since Commissioner Casey is absent. Vice Chairperson Collins requested a
motion to appoint Commissioner Adkins as Acting Secretary for today’s meeting. Commissioner Friend
made the motion. Commissioner Adkins seconded the motion. Commissioner voting as follows:

Chairperson James Absent
Commissioner Collins Aye
Commissioner Friend Aye
Commissioner Casey Absent
Commissioner Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution 15-01-003

FINANCIAL REPORT — MIKE SPEARS, CPA AGENDA.ITEM IV

Mr. Spears stated that for the month of December, cash in bank was $417,415 which is a little higher than
previous but is due to the timing of the UMG payment. The accounts payable is up to $1,030,924,
Accounts receivable was $832,813. Plant in place was $137,990,370. Equity position is $79,719,139. Part
of the reason the payables are up too is that we have decided to buy that equipment on a discount and he
will talk about that during the repair and maintenance section. Revenues for the month were $698,095
and we are in lean months right now, and year to date is $8,816,846. Utility Operating Expenses were
$948,187 and year to date is $11,205,865 with a.loss for the month of $281,479 and year to date is
$2,666,943. Included in the loss is depreciation of $271,779 and we have actually lost more than our
depreciation was and that is leaving us no money, basically to operate. For the year, depreciation

- expense is $3,261,352. The current operating income is negative in the amount of $250,091 and cash

decreased for the month in the amount of $19,295. The current operating account balance is $127,6711
as of the end of December. We have made the appropriate transfers to KIA and RD. Current balances
are $684,727 in one and $698,883 which is a total of $1 374,000 which is probably $200,000 higher than
what we have ever had in those accounts. That is one area the Board has done an excellent job in getting
those funds reestablished. We have made the transfers to sinking fund for debt service as well. R & M
expenses were $80,346, and of that number there is $59,000 in parts that the Board approved to order.
There is $21,000 other than those parts. Those parts, we had to order in quarters so, January and
February we should be utilizing those parts and that number ought to come back to us. If the Board will
remember, Wascon fold us that if we ordered those, they would give us a 30% discount on those parts.
That is part of the AP issue as well. That concludes the financial report. Vice Chairperson Collins
requested a motion to approve the financial report as presented. Commissioner Adkins made the motion
to approve the financial report as submitted. Commissioner Friend seconded the motion. Commissioner
voting as follows:

Chairperson James Absent
Commissioner Collins Aye
Commissioner Friend Aye



Commissioner Casey Absent
Commissicner Adkins Aye

Upon Commissioner voting, the motion was carried and passed.‘
‘Resolution 15-01-004

Mr., Spears continued by stating that if the Board would remember from a couple of months ago, they had
approved to order that high service pump from the Water Treatment Plant. It has been ordered but it is
going to come in and they are going to have that payment, and they have the aqua aerobics decanters on
the second sheet of the handout in the amount of $17,961.63. We have three accounts that are old cash
accounts that the projects are closed. We have $89,000 into there and the money has already been
expended, the projects are closed out and he would like to transfer that money over to the general fund to
cover at least those two items. Vice Chairperson Collins inquired where that money is coming from. Mr.
Spears reiterated that it was monies that was in old accounts that was designated for other old projects,
Shelby Valley or Phelps, but what happens is that in the early years, we would get money from lines of
credit and they put in there and then it gets drawed down, and then the lines of credit get completed and
that money is just left in there. Everything was closed and all of the grant money was accounted for and
everything is fine. We put that line of credit on a five year note and paid it back and was a line that had
been used for several projects over the years, but that money is setting in those accounts and he would
like to transfer that since those projects are complete and over with. Commissioner Adkins clarified that
the District paid those loans off and the money just laid there. Mr. Spears affirmed that as correct. After
further discussion, Vice Chairperson Collins requested a motion to transfer that money from those
accounts to the general fund (operating account). Commissioner Friend made the motion. Commissioner
Adkins seconded the motion. Commissioner voting as follows:

Chairperson James Absent
Commissioner Collins Aye
Commissioner Friend Aye
Commissioner Casey Absent
Commissioner Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution 15-01-005

Mr. Spears stated that there is still money that was revealed during the last audit in the customer deposit
account that is more than we actually owe that we could look and see what we have in there and see if
we can use any of that. He also stated that he brought up last month and would like the Board to
consider, since we have this rate case going on and there are so many parties involved and is quite
expensive, that instead of pulling that money out of the general fund to pay those costs which is making it
hard for us to pay our regular bills, that once the rate case is done, it will be amortized over a three year
period is what is projected. He would like for the Board to consider a line of credit until the rate case is
done and then turn that into a term note rather than draining our cash flow right now. The responses are
quite extensive and the costs are considerable. Vice Chairperson Collins inquired if the PSC has to
approve this line of credit. Mr. Spears stated that the PSC has to approve anything that is over a two year
term. Mr. Stratton checked into that. A line of credit is deemed at the end of the term. If we get a one year
line of credit it would be due at the end of one year and then we would have to convert it to a term note
over a two year period or go to the PSC and ask them to let us extend it. Vice Chairperson Collins stated
that he believes that if it is over a certain amount you have to get PSC approval, Mr, Spears stated that
we will get Mr. Stratton to check it but he would like to do a line of credit for $100,000 to $125,000 to help
with the cost of the rate case. Instead of having to pull money out of the operating account to get that
done, it would come out of the line of credit and help us at least get back on track with our regular
operating bills. The cost of the rate study is an allowable expense for the PSC to consider during rate
cases and Kevin, when he prepared it, amortized it over three years and put it in the rate study and it will
be an approved expense that they will allow us to amortize under the rate structure over a three year
pericd. Vice Chairperson Collins inquired where we would get this from. Mr, Spears stated that they
would send out [efters to the banks and see if they would entertain it and what rates they would give us.
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Community Trust Bank rates have been 4 to 5 percent. Mr. Sawyers stated that he believed the best rate
so far is from US Bank and that is two something. Some of them don't want to do water districts, he has
run into that before. Someone mentioned RD funding. Mr. Stratton stated that RD loan funding is a much
more cumbersome process. Mr. Sawyers stated that it would take several months if you went through RD.
Mr. Spears stated that he wasn't sure RD would do it. They only do capital projects. Mr. Sawyers stated
that he didn’t think RD could beat their rates either. Mr. Spears stated that he would at least like to get
approved to look into it and see what kind of quotes they get in. Vice Chairperson Collins stated that he
didn’t want to open an open line of credif. Mr. Spears stated that we would have a fixed dollar amount for
each, whatever we what to do. After further discussion, Vice Chairperson Collins requested a motion to
approve Mr. Spears to get the line of credit to pay costs incurred during the rate case subject to the
lowest rates quoted. Commissioner Adkins made the motion. Commissioner Friend seconded the motion.
Commissioner voting as follows:

Chairperson James Absent
Commissioner Collins Aye
Commissioner Friend Aye
Commissioner Casey Absent
Commissioner Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution 15-01-006

Mr. Sawyers stated that we have talked about this before. The Russell Fork Water Treatment Plant
lagoons are full at capacity and we have had an issue with Division of Water with regard to high chlorine
residuals. That means that they need to be dipped, cleaned out and everything removed. There is a quote
from Metropolitan Environmental Services that is extremely high. It was flooded before in 2010 and then it
was $175,000 to get that done. It will cost more this time because Pike County Solid Waste has included
a fee for the landfill to haul it there. Right now it looks like it will take $200,000 to $300,000 to do this
project. Mr. Potter stated that they have discussed this in the operations meeting and there may be some
other options where you might be able to approach the City of Pikeville about where they dispose of their
sludge and may be able to work an agreement with them. We may just have to see about that. Vice
Chairperson Collins inquired if it could be done in-house. Mr. Sawyers stated that he has proposed that
before. Mr. Potter stated that he doesn't have the personnel to dedicate to it on a daily basis. Mr. Sawyers
stated that what he would like to do is rent a long boom from Whayne Supply or Brandeis. He got quotes
on those and just to get someone to run it for us. They would have to hire whoever drove the trucks to
come in and haul it off, That was his proposal instead of just bidding it out and doing it in general. If done

. that way, it will be quite a bit higher on pricing and he thinks we can rent the equipment and do it

ourselves. Mr. Potter has said he might could clear up one man, as far as that part goes, if not, we can
get someone to run it for us. Mr. Stratton stated that he agrees with Mr. Sawyers in concept, but if we are
hiring someone to run the excavator and it is less than $20,000, then that Is fine. But if we are hiring
someone to haul trucks, then we will need to bid the truck hauling out. Vice Chairperson Collins stated
that we have to do something fast.

Mr. Sawyers stated that if you go on down the lIist, the clear well needs high pressure washed. The high
service pit needs improvements. The inline static mixer needs replaced. David Taylor has fought and
fought with this thing to try to make it work, We have multiple turbidity meters that need to be replaced.
The inline strainer is another $27,000 and the high service pump enclosure is on the list as well due to
noise complaints from the residents. The plan is to install the high service pump and see if that addresses
the noise issue, and if not, we can look at the barrier enclosure later and add it on then. Mr. Spears stated
there is $14,000 roughly left over from the other transferred funds and the Board might want to authorize
Mr. Sawyers'to utilize the difference and take care of some of these other items as necessitated. Mr.
Stratton stated that before the Board authorizes anything further, there is another issue the Board needs
to consider with regard to the Southern Corrosion contract. Mr, Spears stated that he just wanted them to
be aware of these things that the Board is faced with and have the potential for violations and issues with
the system. Vice Chairperson Collins stated that he was going to ask what the highest priority items were,
but they all look pretty high to him. Mr. Sawyers stated that number one would be to dip the lagoons first.
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Number five is a compliance issue also. Commissioner Adkins clarified that it cost $175,000 the last time
to clean out the lagoons. Mr. Potter confirmed that as a correct. Commissioner Adkins clarified that the
contractor also sub-contracted it out. Mr. Potter stated that he thinks he did part of the hauling sub-
contracted. Commissioner Adkins stated that he believed -he did sub-contract it out and he believes we
could get it done in house and it would be better. Mr. Sawyers stated that the only thing different this time
is that before they had an approved site to haul the material to and this time they don't. Taking it to the
tand fill will be an added cost there. Commissioner Adkins inquired who let them dump it last time. Mr.
Potter stated that it was Pikeville. Mr. Sawyers stated that they had a fill area at that time. Mr. Potter
stated that he didn’t know what kind of arrangement they had and he doesn't know what their deal was
but we could approach them and talk to them about it.

Vice Chairperson Collins inquired if they had already ordered the decanter for the Phelps Freeburn
WWTP. Mr. Sawyers confirmed that it has been ordered and is covered under the money that they
approved fo transfer the money from the old accounts earlier in the meeting. Vice Chairperson Collins
inquired what the other items were. Mr. Potter stated that the grinder pumps are for the e-ones, and the
high service pump that has been ordered. Mr. Spears stated that they will have to look into how they are
going to finance it because some of it is compliance issues. He inquired what Mr. Stratton had on
Southern Corrosion. Mr. Stratton stated that it is slated to be brought up under the Manager’s Report, but
under our Southern Corrosion contract for the water tank maintenance and repair, we did an amendment
in August of 2013 to extend the contract for 18 months thinking we were going to get our rate increase
before then. Under the terms of that agreement, if we did not continue the contract, we would pay them
$162,000 as penalties under the original contract. He and Mr. Sawyers have spoken to Southern
Corrosion and they have agreed to continue an extension of the contract under the same terms as this
one was, but they want us fo start one tank. Mr. Sawyers stated that they just want a measure of good
faith from the District to allow them to at least do something, that way they know we are standing by our
. word with regards to the contract. Mr, Stratton stated that they have explained the financial condition of
the District and the rate application and they are fine with all of that but they kind of want to see
something moving forward and they will extend the contract for another 18 months. They talked about a
tank that is next in line on the priority list or a tank that is proposed to have work done. This won't be
additional money, it will just be a part of the contract pricing in the agreement. Mr. Spears stated that we
have addressed that, we just need to have Mr, Sawyers to approach SRF to see what kind of rates we
can get. Mr. Sawyers stated that he didn't know if they will approve things for replacement as opposed to
upgrades. After further discussion of the dipping of the lagoons, Vice Chairperson Collins requested a -
motion to approve Southern Corrosion to work on the Town Mountain water sterage tank and to authorize
Mr. Sawyers to approach SRF for funding of the lagoons and to bring back a proposal to the Board at the
next Board meeting. Commissioner Adkins made the motion. Commissioner Friend seconded the motion.
Commissioner voting as follows:

Chairperson James Absent
Commissioner Collins Aye
Commissioner Friend Aye
Commissioner Casey Absent
Commissioner Adkins Aye

Upon Commissicner voting, the motion was carried and passed.
Resolution 15-01-007

PAYMENT OF BILLS AGENDA ITEM V
Mrs. Olson distributed copies of the AP report, the Cash in Bank report and the vendor payment list to the
Commissioners. Vice Chairperson Collins requested a motion to approve the payment of bills as
presented and reviewed in the finance meeting. Commissioner Friend made the motion. Commissioner
Adkins seconded the motion. Comrmissioner voting as follows:

Chairperson James Absent
Commissioner John Collins Aye



Commissioner Kelsey Friend Aye
Commissioner Ancie Casey Absent
Commissioner Prentis Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-01-008

CUSTOMER ADJUSTMENTS AGENDA ITEM VI

After review and discussion of the customer adjustments, and upon confirmation that the adjustments
were done in accordance with District policy, Vice Chairperson Collins requested a motion to approve
Customer Adjustments in the amount of three thousand, one hundred and ninety-five dollars and three
cents (§3,195.03) as presented. Commissioner Adkins made the motion to approve the adjustments as
presented. Commissioner Friend seconded the motion. Commissioner voting as follows:

Chairperson Rhonda James Absent
Commissioner John Collins Aye
Commissicner Kelsey Friend Aye

- Commissioner Ancie Casey Absent
Commissioner Prentis Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-01-009 )

CONSTRUCTION REPORT AGENDA ITEM ViI

Update by Dan’l Hall, Vaughn & Melton
Cliff Latta was in attendance for Mr. Hall and supplied the update.

1. Millard Curve Line Relocation -DOT Project

Mr. Latta stated that first of all he would like to introduce Jamie Noe with Vaughn & Melton. She
has recently transferred to their office and worked for Bell Engineering briefly, The Millard Curve
has still not had much set on it. Accurate construction cost should be set by the next meeting.

2. Majestic Alternative Sewer Project
Mr. Latta stated that they are still in conversations regarding the tank site. The primary site is still
open and hopefully there will be some progress on that by the next meeting.

Update by Tim Campoy, Environmental Design Consultants

1. Cabin Knoll/Scott Fork DOT Relocation Project -
Mr. Campoy stated that the highway department held a preconstruction conference on January
23" and he was there, along with Mr. Sawyers, Mr. Potter and the contractors. They have subbed

6



out the water line relocation. What they have told us they are going to do is begin working first at
the Scott Fork bridge while they do the water line work at Cabin Knall. They anticipate to begin
the work at Cabin Knoll by mid February. They should have shop drawings on it by Friday of this
week so we can get it turned around quickly so they can start.

KY 610 - Virgie Bridge DOT Relocation Project -

Mr. Campoy-stated that they have done a couple of different conversations with the highway
department on this project and they had a meeting also on the 23® and they have sent the
engineering and construction estimates to Frankfort. They are waiting on Frankfort to approve
that and once they get the approval they can go ahead with it. They are wanting to try to do that
work in the summer.

Update by Stephen Caudill, Bell Engineering

Deskins Curve Line Relocation

Mr. Caudill stated the plans are complete and the coal company they are acquiring the tank site
from is still reviewing the plans and project descriptions. They got word yesterday that they are
good with everything and are ready for the transfer. He will be forwarding that information on to
Dan Stratton, Legal Counsel, probably tomorrow, and they'li be ready to sign the deed so we can
do the property transfer. They still need signatures for a couple of easements from property
owners. As soon as they get that, that will have all the easements on the line portion and they
should be ready to go to bid.

Update by Summit Engineering — Jody Hunt, P.E. - on the following projects:

Awarded Projects:

¢ Douglas WWTP Upgrade Project — Mr. Hunt stated that he has had a conversation with
Adam Scott with KIA concerning the funding for this project. They are anticipating having
a March meeting where they will vote on the approval of this funding for the project.
There is a list of conditions that will go along with that approval, and once those
conditions are met then we can start drawing down the money for this project. There are
still some minor hoops we have to jump through. He stated that Mr. Scott did say that he
went down and discussed the project with some of the financial folks in his office and
they are currently putting together a request that will be sent to Mountain Water District
for some additional information that they need to move the process along. Hopefully that
will come in next week and will be finalizing that pretty soon. Mr. Sawyers stated that the
meeting they are having in March, he has already been told it will be unanimous, that we
will have the funding approved. Mr. Hunt stated that with regard to the equipment
selection, he said he did not have a problem with us going ahead and doing that, but we
just need to follow their guidelines. Mr. Hunt asked him if we advertised it in the month of
February if that would be okay. Mr. Scott told him that he was not opposed to that, but we
needed to make sure that we ran everything through them and that all conditions were
met. Mr. Sawyers inquired if he was going to run his ad through them for them to
approve. Mr. Hunt stated that he was anticipating that being done.

e Phelps/Freeburn WWTP Upgrades & Rehabilitation Project — Mr. Hunt stated that the
contractor has been working on the installation of the press and screen. The press is
hooked up inside the building and they just need to run a couple of lines to that. We went
out a couple of weeks ago with Mr. Sawyers and Mr. Potter and everything is progressing
pretty well on this project. The chemical storage building is complete. They are working
on the internal plumbing and the tanks, installing those. The contractor is currently
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working on the conduit for all of the electrical that needs to be ran to all of the pieces of
equipment that are installed. The screen is in on top of the building now also.

Belfry/Pond Sewer Project Update — Mr. Hunt stated that this project is in the funding
process. We have also asked for SRF monies for this project and so Mr. Scott and he
discussed it briefly and we are basically in the same situation that we are with the
Douglas project; however, on the Belfry Project, sincé it is so large, there are additional
funds that are in there also. Big Sandy ADD is handling the funding for this project he
discussed with Denise Thomas at the last fiscal court meeting and they are currently
doing their environmental assessment report for the Rural Development and she
anticipating that being done sometime around the end of February. Once that is
submitted to RD, then RD will come back with questions and we can jump to the next
phase. Mr. Stratton stated that we still don't have the deed fromthe Pike County School
Board yet, but it has been submitted to them and is in the process.

FEMA BPS Mitigation Project — Mr. Hunt stated that they have completed the preliminary
design of this project. They have received the revised pump station drawings from
USEMCO and have reviewed those internally and made some brief modifications and
they sent them back to us and Mr. Sawyers and Mr. Potter have those in house and he
doesn’t think there are any major changes on that. We anticipate wrapping that design up
in February and submitting to the DOW and going to bid after receiving their approval.

Various Short Line Extension Project — Magisterial District #2: - Mr. Hunt stated that this
project is in construction. The contractor has completed 95% of the main line at
Marshalls’s Branch and has moved over the Chimney Branch to do the main line there.
There is a pump station on each of those branches and there is a little bit of line that has
to be done once the pump stations come in. He just received the submittals for those
pump stations from the manufacturer and they are in the process of reviewing those and
the contractor is going to move on Little Road or Burke Tackett Road next. He stated that
all of these line extensions are in Magistrate “Chick” Johnson’s area.

Mr. Sawyers stated that they still have the survey list of all those that they surveyed
before the project. He needs that list and contact numbers because he will probably have
to call these people and do sign ups. Mr. Hunt stated that he will provide it for him.

2. Rate Review

Mr. Stratton stated that we have received supplemental questions from the Public Service
Commission and from the Attorney General's office, who has intervened in the case
which is their normal practice. Those are due on February 2% and we are in the process
of compiling the answers to that and are hopeful we will have that submitted on time.
There may be a second round of questions after this as well.



PROJECT DRAWS:

Mr. Spears stated that he had an invoice that needed to be added to the draws for 50% of the
administration fee on the Phelps/Freeburn WWTP Upgrade project and it is not Ms. Olson’s fault
that it wasn't on here because he didn't get the draw until late on Monday to add it on. Vice
Chairperson Collins requested a motion to pay the draws as corrected contingent upon funding
agency approval. Commissioner Friend made the motion. Commissioner Adkins seconded the
motion. ’

FEMA BPS RELOCATION _
Summit Engineering FEMA Funds $ 18,354.00
$18,354.00 Engineering Services

PHELPS FREEBURN WWTP UPGRADE PROJECT

H20 Construction Coal Severance Funds $120,424.40
$120,434.40 Contract Construction

Summit Engineering Coal Severance Funds $ 18,291.50
$18,291.50 Engineering Services

EDC, Inc. Coal Severance Funds $ 5,000.00
$5,000.00 Administration of Project

MAGISTERIAL DISTRICT #2 VARIOUS WATER LINE EXTENSION PROJECT

Summit Engineering Coal Severance Funds $ 8,563.44
$8,663.44 Engineering Services

US Rentals & Construction  Coal Severance Funds $ 93,456.00
$93,456.00 Contract Construction

Commissioner voting as follows:

Chairperson Rhonda James Absent
Commissioner John Collins Aye
Commissioner Kelsey Friend Aye
Commissioner Ancie Casey Absent
Commissioner Prentis Adkins Aye

Upon Commissioner voting the motion was carried and passed.
Resolution No. 15-01-010

Commissioner Adkins stated that what people don't understand on the finances right now is the power
bills and how much of a lick we have taken on the power which has more than doubled. People don't look
at that and it is just unbelievable. Vice Chairperson Collins stated that everything else is that way, too.
Every time he gets a TV bill it goes up as well.



MANAGER / ADMINISTRATOR REPORT

Mr. Potter stated that he wanted to address some of the items from the last Board meeting that
the Board wanted him to look in to. The telemetry is aging and they no longer replace or repair
the existing system and a new one is needed. He put in the capital assets and capital items lists a
replacement program for them, just like we talked about for the grinder units, and it will get us up
to date with more boards.

The end of the year Inventory has been completed and a copy has been presented to Mr.
Sawyers and Mrs. Hatfield and is available to the Board if they wish to view it.

- The consumable quotes we gather each year for consumable parts has been handed out to our
vendors. Those are coming back and he will give Mr. Sawyers a copy of the quotes when they
are all in, just to verify that we notified the appropriate vendors and are purchasing parts at the
best prices depending on the quantity and quality that is available.

Mr. Lowe has looked in to the pay by check issue. He inquired if they had gotten back with him
yet. Mr. Lowe stated that they have not gotten back with him as of yet.

Mr. Potter stated that he worked with Mrs. Hatfield to submit the long term debt bonds that were
still out there to see if there was anything that could save some money and she hasn't received
any information yet from KRWA on those issues.

s 2015 Capital ltems List — MWD & UMG — Mr. Potter stated that Ms. Olson was handing out two
sheets, one with MWD on it and one with UMG. These are the items that are submitted each year
that he requires in the fisld and office. Some of the items UMG will purchase and some MWD will
purchase. He has spoken to UMG about the items that he wants to purchase for the District. We
need to get at least one supervisor’s truck this year. The mileage is high on one we have. We
also have a utility truck that has around 230,000+ miles on it that needs replacement. We are
looking into purchasing another ultra-sonic flow meter. We use those daily in the field and he has
asked them to look at it when we needed them. MWD purchased one years ago and he
purchased one. These are the same as everything we talk about; they are used on a daily basis,
they wear out and the technology changes and they are no longer serviceable or whatever. He
may get another metal detector and there is at least one more computer he needs to replace in
the office on the UMG list. There are stipulations in the contract for if something fails during the
time frame, that we can get through mutual consensus. The items on the capital items list for
MWD are wastewater portable fill sampling equipment. There has been a change with DOW and
EPA that all field sampling, which we do some of it in the field, they have to have certain meters
that performs certain testing with certain calibration factors. We need two of those and it will be a
new purchase for Mountain Water District. He needs those to remain in compliance this coming
year. The District has purchased the jetter that we needed and some other items. The crane truck
as well. Both of those have been used extensively since we got them and he applauds the District
for purchasing those. We still need a sewer camera for checking the wastewater lines and there
are requirements by the DOW that you do a certain amount of the length of your wastewater
system each year. We have not had the capability of doing that here. An ultra-sonic flow meter
and a vehicle scanner is needed. The scanner that we use to keep the District's vehicles up to
date was originally purchased by the District, pre-UMG, and has gotten to the point that it needs
some repairs done on it. He looked into getting the update and by the time you repair it and get
the update to the newer vehicles it is going to be about $2200 to $2300. A new scanner with
updates through 2014 costs $2500. It needs to be purchased to take care of the vehicles the
District has. In the office items, we need at least one more scanner for the office, and we are
going tc have to have some more legal size filing cabinets for the additional reporting and things
that we have to keep on file here for the District. We need to be able to hang the additional
mapping we have and need the hangers for that. The Board does not need to make a
determination on it now but he thinks before April a decision needs to be made.
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2015 Water and Wastewater Capital Asset Plan - Mr. Potter stated that he didn't want the
Board to think we are the only District going through this. If the Board has read any of the industry
standards, there is about a trillion dollars needed in the next 20 years to bring the nation's
infrastructure into place. Ms. Olson handed out the water and wastewater capital asset plan that
covers the next three and five year projections. Mr. Potter stated that these are the projections
that the Board gets each year. ‘These are items that are going to need replacement. He has
reviewed the system and went over it with Mr. Sawyers, looking at the age, some of these
WWTPs are 40+ years old and have not been replaced. He called their attention to the -
rehabilitation scheduie on lift stations that Is recommended as the District's operations person,
and the replacement schedule on the grinder units that he recommended. if you go to the asset
plan for booster pump stations; this is the five year replacement plan on those aging items. On
the water storage tank list, he has also given them the PRV list, these numbers come from
current construction pricing. There is a lot of line replacement that is needed throughout the
system due to improper installation, aging infrastructure, etc. He is just making the Board aware
that these are the recommendations he is making for the telemetry replacement also. There is
also the memo that he gave the Board, just reminding the Board the other items that are out there
that need to be taken care of in the immediate future. He can get with Mr. Sawyers and look for
more funding and address compliance issues first and see what we can do and move forward
from there. He knows that R & M is up at some points but there has not been a total replacement
of items to date and he is just repairing older structures. He inquired if there were any questions
on that. Mr. Stratton inquired if it would be appropriate to ask Mr. Sawyers and Mr. Potter to see if
there are any grants or funding options out there that would allow them to start on some of this.
Commissioner Adkins stated that was what his next question was also. Mr. Sawyers stated that
one of the items that was left off that list is the radio read upgrades and we brought that to the
Board’s attention a few months back. Mr. Potter stated that it was on there as AMR and battery
replacement. Vice Chairperson Collins inquired how old they were. Mr. Potter stated that they
were installed in 2004, Vice Chairperson Collins stated that they were older than he thought,
almost 11 vears. Mr. Potter stated that money was never set aside for infrastructure replacement
and this District grew from when he got here with 7,000 customers to where it is at now with
18,000 service connections, There was a tremendous push over the years and the money was
not necessarily laid aside for this point in the future. Unfortunately, this Board and what we are
dealing with is playing catch up at this point. It is a good system, it just needs to be taken care of.
Commissioner Adkins inquired if we could get any funding for these projects. Mr. Potter stated
that there may be some out there and he was going to look again. Commissioner Adkins inquired
if they could look into it and let the Board know. Mr. Potter stated that there is supposed to be
some bonding coming down next year and some other sources that he will look into. He tries to
keep an eye out for anything the Board can utilize and they will keep looking.

Mr. Sawyers stated that he had an article that he wanted to read briefiy through to the Board. It
was in the Lexington Herald a couple of years ago. It is in reference to sewer overhaul for
Lexington. He read the article to the Board regarding sewer rates to rise between 5% and 10%
per year until it reaches a 137% increase in the next 10 to 12 years. Just giving them an idea of
what it is going to take to overhaul someone's sewer infrastructure. It is not just hitting us, but is
going to hit other communities as well. We are not as blessed as Lexington, who have gravity
systems in a lot of places, and we have force main which is additional cost. He just wanted to
give the Board a little better understanding of us getting hammered with sewer issues, we are not
alone in that.

Mr. Potter stated that these are just some of the items that are coming up. Ms. Olson does most
of the compliance and reporting and there are a lot of EPA regulations that are going to cost
money to deal with in the future. As they continually tighten down regs, what we made ten years
ago at the water plant will not be the regs that were in place in that time. They will be tightened
down and each time they do it takes infrastructure and technology to replace it. They keep
lowering the expectations and tell us to raise rates, do what you need to do, buy the new
equipment and do it. It is a continuous cycle. By the time you get it replaced, they change it again
and you have fo comply with some new regulation.
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® Project Requirements for Engineers — Mr. Sawyers stated that he has not had an opportunity
to speak to Mr. Stratton about this yet, but we have a list of items that are required for the
engineer to provide us at the end of a project and he has not been getting all of the information he
needs from some of the engineers. He was wondering if we can legally hold out the last payment
until all this is in place. That is his question on this. Mr. Stratton stated that he would review the
standard contract and will get back with him on that. Mr. Sawyers stated that it may be something
they need to implement into the new contract from this point on.

Vice Chairperson Collins requested a motion to approve the Manager's/Administrator's Report as
presented. Commissioner Adkins made the motion. Commissioner Friend seconded the motion.
Commissioner voting as follows:

Chairperson James Absent
Commissioner Collins Aye
Commissioner Friend Aye
Commissioner Casey Absent
Commissioner Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution 15-01-011

Mr. Potter stated that any time the Board members want to come by and talk about anything or go out in
the field and look at the infrastructure, he will give them an in depth review. Mr. Spears stated that during
this PSC rate filing, there has been a lot of attention paid to some of our older assets and some
questions that we have had to provide responses for. Some are as old as 1985 and 1989 and were
inherited during the consolidation of the District into Mountain Water District. You have a lot of old stuff,
45 year old stuff. Commissioner Adkins stated that there are good points fo put this out there for the
public. What is going on so they will know. Mr. Potter stated that there is a process to how the water
comes out of the spigot and it is really a convenience that you turn it on and it comes out, but engineers
and he can tell you that people don't realize that there are lines in the ground, regulations that go with it,
electricity to move it, treat it with chemicals and it is a process.

NEW BUSINESS

1. Southern Corrosion Contract Amendment
Mr. Sawyers stated that this item was discussed earlier in the meeting and item #2 will be Mr.
Stratton's to discuss.

2. UMG Contract Amendment (Correction)
Mr. Stratton stated that this is a technical amendment to the UMG contract that he did on January
14™ and all they did was that the appendices of the prior contract had not been attached to the
latest contract and they have done an amendment to attach the appendices of assets to the
contract and agree that anything added since that time would be added to the list. This is just a
technical item that came up when we submitted the agreements to the PSC and they didn't have
the appendices attached. Vice Chairperson Collins requested a motion to amend the UMG
contract to attach the appendices as presented by legal counsel. Commissioner Adkins made the
motion. Commissioner Friend seconded the motion. Commissioner voting as follows:

Chairperson James Absent
Commissioner Collins Aye
Commissloner Friend Aye
Commissioner Casey Absent
Commissioner Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
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Resolution 15-01-012

3. Marshall's Branch KDOT Water Line Relocation
Mr. Sawyers stated that he has been contacted by the Department of Highways. They have a
proposed project coming up at Marshall's Branch. It is not a very big project but they are going to
redo a bridge so they have to relocate the utilities there. The Board needs to select an engineer
for that project. The Board members may need to write their selection on a piece of paper and
hand it to Mr. Stratton or how they want to do it, but they need to select an engineer for this
project. All fees will be paid by the highway department and the engineer works up the cost of the
project for them. After submitting their votes to Mr. Stratton, he stated that Bell Engineering had
been selected to engineer the project. Vice Chairperson Collins requested a motion to select Bell
Engineering as the engineer for the Marshall's Branch KDOT Relocation Project. Commissioner
Adkins made the motion. Commissioner Friend seconded the motion. Commissicner voting as

follows:
Chairperson James Absent
Commissioner Collins Aye
Commissioner Friend Aye
Commissioner Casey Absent
Commissioner Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution 15-01-013

4. Legal Issues
Executive Session to Discuss Outstanding Litigation and Potential Litigation -

1. Williamson Wastewater Contract

Vice Chairperson Collins requested a motion to convene executive session to discuss outstanding and
potential litigation as listed on the agenda. Commissioner Friend made the motion. Commissioner Adkins
secaonded the motion. Commissioner voting as follows:

Chairperson Rhonda James Absent
Commissioner John Collins Aye
Commissioner Kelsey Friend Aye
Commissioner Ancie Casey Absent
Commissioner Prentis Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-01-014

Vice Chairperson Collins requested a motion to recanvene from executive session where outstanding and

- potential litigation was discussed as listed on the agenda. Commissioner Friend made the motion.

Commissicner Adkins seconded the motion. Commissioner voting as follows:

Chairperson Rhonda James Absent
Commissioner John Collins Aye
Commissioner Kelsey Friend Aye
Commissioner Ancie Casey Absent
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Commissioner Prentis Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-01-015 "

COMMISSIONER COMMENTS

Vice Chairperson Collins stated that he wanted to introduce Bobby Varney to the Board who is in
attendance today for the meeting. He is the newly elected Magistrate of District #6. Vice Chairperson
Collins inquired how long he had served as a Board member. (He didn't mention of what organization) Mr.
Varney stated he served for 15 years and 2 months to be exact. But he is now the Magistrate of District
#6. It will be a tough job. Vice Chairperson Collins stated that he is sure he is up to the challenge.

Mr. Sawyers stated that we received Chairperson James’ letter of resignation since the last meeting and
he wanted to bring that to the attention of the Board. Commissicner Adkins made a moticn to accept the
resignation of Rhonda James from the Board of Commissioners of the Mountain Water District.
Commissioner Friend seconded the motion. Commissioner voting as follows:

Commissioner Collins Aye
Commissioner Friend Aye
Commissioner Casey Absent
Commissioner Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution 15-01-016

Commissioner Adkins stated that Magistrate Varney had a good idea there that he brought up about
tanks. He was talking about putting something on them, like Hatfield and McCoy or selling advertisements
and putting them where people can see them would be a good idea. Vice Chairperson Collins stated that
it would be an excellent place to put a mural. Mr. Sawyers stated that Town Mountain tank would be one
that would be seen. Mr. Potter stated that they could approach some entities about that. He knows that
certain places you see like the horses in Lexington. Mr. Potter stated that if the Board doesn't have an
Issue with it, the town mountain tank, he thinks with the new distillery coming in, he could talk to Dr. Lyons
and see if they would be interested in putting an advertisement on it. Down state a lot of people let tanks
be used for cell towers and things like that. He took a class on how to negotiate for the rates charged for
that. He will look into that for the next meeting.

Vice Chairperson Collins stated that coming out of executive session, they discussed the Williamson
contract. Mr. Stratton stated that he is pleased to report that that matter has been successfully resolved
on the terms under which they sought to have it resolved. The past due billing will also be corrected. They
have agreed to use our flow meter for measurement and the past billing error is to be erased.

Commissioner Adkins stated that he would like to thank Magistrate Varney for being here to see what
goes on here first hand. Mr. Varney stated, not to put down anything that has happened in the past or
anything, but he went to the library board meeting and it tore them all to pieces. It was a night that they
were raising the library tax and he just happened to be there and everybody was running around
wendering “who is this guy” and “what is your name” and all this stuff. But anyway, he was told that most
Magistrates don't come to these meetings. And he said “Well, | might be a Magistrate for one night or [
might be for the next 50 years, | don't know, but you're going to find out that [ am not like most
Magistrates.” He stated that he wants to know what is going on and he thinks the way to do that is here,
and not wait until it's in some public meeting and we’re on TV and somebody gets embarrassed; he would
never do that intentionally. “If you slap me in the face, the first thing | am going to do is probably slap you
back. The Lord is working on me with that, but | will try to get along with anybody and everybody.” Mr.
Sawyers stated that he has been here almost four years and he is the first magistrate that he has known
to visit. Vice Chairperson Collins stated that he is the first one he has seen here in 12 years. Magistraie
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Varney stated that they will see him again, if the good Lord is willing. Mr, Sawyers stated that they
encourage Magistrates to visit. Vice Chairperson Collins stated that they need to know the workings of
what goes on here. Magistrate Varney stated that he is not bashful and will ask questions. Mr. Potter
stated that anytime he has a question, they are more than happy to help with that.

ADJOURN MEETING

Vice Chairperson Collins stated that if there were no further comments, he requested a motion be made
to adjourn the meeting. Commissioner Friend made the motion. Commissioner Adkins seconded the
motion. Commissioner voting as follows:

Commissioner John Collins Aye
Commissioner Kelsey Friend Aye
Commissioner Ancie Casey "~ Absent
Commissioner Prentis Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-01-017
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MOUNTAIN WATERDISTRICT
BOARD OF COMMISSIONERS REGULAR MEETING

February 25, 2015
10:00 AM

ATTENDEES

Bobby Varney, Magistrate, District 6

Chris Anderson, Appalachian News Express

Lisa Daniels Estep, Pike County

Jody Hunt, Summit Engineering, Inc.

Cliff Latta, Vaughn & Melton

Jamie Noe, Vaughn & Melton

Stephen Caudill, Bell Engineering

Tim Campoy, EDC, Inc.

Mike Spears, Spears Management

Dan Stratton, Stratton Law Firm

Roy Sawyers, Mountain Water District Administrator
Grondall Potter, Manager, UMG

Tammy Olson, Office/Compliance Manager, UMG
Kevin Lowe, Office/Finance Manager, UMG
Carrie Hatfield, Financial Administrator, MWD

CALL TO ORDER AGENDA ITEM |

The Mountain Water District Board of Commissioners Regular Meeting was held on Wednesday,
February 25th, 2015 at 10:00 a.m.

Commissioners present for the meeting were as follows:

Commissioner Lester “John” Collins
Commissioner Kelsey Friend, 11l
Commissioner Prentis Adkins
Commissioner Ancie Casey

VISITORS AGENDA ITEM I

Vice Chairperson Collins inquired if there were any visitors for today's meeting. He recognized Magistrate
Bobby Varney from District 6 and Lisa Daniels Estep from the Fiscal Court. He inquired if either of them
had anything they wanted to comment about. Magistrate Varney stated that he hopes to be considered a
regular and not a visitor and he was just in attendance to get information. Ms. Estep stated that they have
been in contact with Mountain Water District through Grondall Potter, giving them updates and reports
and they have been sharing information with the public as well. Magistrate Varney stated that on Tuesday
he received 75 calls in District 6 and 68 of them were about water and they have some issues within the
court that they are going to settle about communication during this emergency. Being a first time
Magistrate they put him through the fire right off the bat, Vice Chairperson Collins stated that he believed
that Grondall got a bit of that also. Mr. Sawyers stated that as update for his area, he just got off the
phone with a representative from'the City of Williamson and they will begin pumping in about 2 hours.
Magistrate Varney stated that he lives at Turkey Creek and they have never lost water. Mr. Potter stated
that in South Williamson we purchase from two locations. We purchase from master meter 1 which is
across from Appalachian Plaza and purchase also from a master meter 2 down below the hospital across
from Turkey Creek. They can gravity feed to both of our meters. One is larger than the other. The smaller
meter they ignore on the Turkey Creek end and it gravity feeds ali the time. We normally pump to them to
provide better service for those in the higher elevations but with just the gravity feed, some may have low
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pressure but still have water. They started gravity feeding at the number 1 connection late last night. We
have built enough storage until this morning and we were able to start pumping Forest Hilis and started
getting water back that way. They have also been working to get Belfry back on and the Pond Creek
area, but he can't extend that storage too far or he will drop the mall tank. Williamson is going to start
pumping again and that will give us more water to work with and he has explained to Lisa:Estép and
Brian Morris the other day that there is a way, when Bent Mountain and Coeburn Mountain were
reconfigured, that he can pump from both sides and bring water in from Williamson one way or Pikeville
the other way. We have done pretty good through this area getting it reestablished and he will try later in
the day to put water from West Road to Coeburn Mountain tank and use it to supplement the Williamson
side. His push right now is up in the Robinson Creek area and Elkhorn Creek. When we get into the MOR
section of the meeting he will explain more about the situation.

APPROVAL OF MINUTES AGENDA ITEM Il

Vice Chairperson Collins stated that he had a correction for page 14 of the minutes of the January
meeting. He would like to amend that. He had said off the cuff he said it had been 12 years and actually it
has been since April 3, 2009 since we have had a Magistrate here at the meeting and he wanted that
cleared for the official record. Vice Chairperson Collins requested a motion to approve the minutes of the
regular meeting held on January 28th, 2015 as corrected. Commissioner Adkins made the motion to
approve the minutes as corrected. Commissioner Friend seconded the motion. Commissioner voting as
follows:

Commissioner Collins Aye
Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution 15-02-001

FINANCIAL REPORT — MIKE SPEARS, CPA AGENDA ITEM [V

Mr. Spears stated that he had a couple of other things to cover this morning aside from the financial
report and he will get to those in a moment. For the month of January, cash in bank was $333,900.
Accounts receivable was $890,929. Plant in place was $138,250,729. Accounts payable at the end of the
month was $1,027,859. Equity position is $79,719,993. Revenues for the month were $729,367. Utility
Operating Expenses were $944,487 with a loss for the month of $245,758. Included in the loss is
depreciation of $271,779. The current cperating income is negative in the amount of $215,120 and cash
decreased for the month in the amount of $83,515. The current operating account balance is $47,034 as
of the end of January. We have made the appropriate transfers to KIA and RD. We are at $1,397,000 in
our reserve accounts. We have made the transfers to sinking fund for debt service as wel. R & M
expenses were $46,083.54. This is lean times and lean billing months. That concludes the financial
report. Vice Chairperson Collins requested a motion to approve the financial report as presented.
Commissioner Friend made the motion to approve the financial report as submitted, Commissioner Casey
seconded the motion. Commissioner voting as follows:

Commissioner Collins Aye
Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution 15-02-002
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Mr. Spears stated that at the Board meeting last month the Board had asked that he get some rates on a
line of credit to cover the costs associated with the rate study because it was just eating our operating
income up and we can amortize that into the rate study over a three year period, whatever it ends up
being. We have gotten quotes from 4 banks and he distributed copies to the Board members. We sent it
out to seven banks and we had four respond. We asked for a 9 month demand note and convert that to a
2 year term at the end of the 9 months. US Bank gave us a quote of 2% for the demand note and 2.5%
for a two year term note at this time but could vary in 9 months. Citizens National quoted 2.99% for the 9
month and 2.99% for the two year term note but theirs is not a firm commitment. They wanted to review a
finance package first. He doesn't see how they could select them without a firm commitment,
Commissioner Casey inquired how much we were talking about here? Mr. Spears stated that it will be up
to $150,000 but only draw it down as the expenses come in. Commissioner Casey clarified that it will cost
that much to do the rate study? Mr. Spears stated that is what Jack Hughes estimated. Mr. Stratton stated
that to clarify, the rate study is what Kevin Howard did. The rate application and going through the PSC
process is what is involved with this. Mr. Spears stated that Community Trust Bank quoted a 5% and
3.25% for a fixed at 5% up to 36 months for $500 infees. BB & T quoted 3.39% for the 9 month and the
2 year term with a blanket lien, Mr. Spears stated that since Commissioner Casey was out of town for the
last meeting, what is going on is that we are paying these expenses out of our operating account right
now as they come due. Some months are very little and some months are higher like last month when we
had a 100 question response from the Attorney General and the PSC that we had to respond to. We will
have another wave of that this month and then there is a hearing in April and a PSC hearing in May. We
are so tight on funds right now; he just didn't want this to drain the operating account. With that in mind,
Mr. Spears stated that he would recommend going with the US Bank rate. Most of our finances have
been done through Community Trust Bank and they have been a very good partner with us through the
years, but he thinks this US Bank quote is enough of a differential that he would recommend they go with
the US Bank quote. Vice Chairperson Collins requested a motion to approve opening the line of credit
with US Bank under the quoted terms. Commissioner Casey made the motion upon recommendation of
the District's CPA. Commissioner Friend seconded the motion. Commissioner voting as follows:

Commissioner Collins Aye
Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution 15-02-003

Mr. Spears stated that there is still money that is setting in some of these old accounts that the projects
are complete and we would like to utilize and put over into the operating account. We are just trying to
find every dime we can that is avaitable. There are 10 to 15 accounts that have anywhere from $44,000 to
$14,000 in these accounts and he would like to utilize those and we know we have some things coming

.up that needs done. After further discussion, Vice Chairperson Collins requested a motion to approve Mr.

Spears to close out old project accounts and transfer that money to the operating account. Commissioner
Friend made the motion. Commissioner Adkins seconded the motion. Commissioner voting as follows:

Commissioner Collins Aye
Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution 15-02-004

Mr. Spears stated that his last item is that we have some money in the tap fee account that has
accumulated over the years. We have already set the taps and we keep money in there to do taps for the
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customers and we looked briefly at an annual...roughly $30,000 or $40,000 per year, and transferring
some of that money to the operating fund would help. He will ook into that more before the next meeting.
He is not prepared to ask them to address that at this time. :

PAYMENT OF BILLS AGENDA ITEM V
Mrs. Olson distributed copies of the AP report, the Cash in Bank report and the vendor payment list to the
Commissioners. Vice Chairperson Collins requested a motion to approve the payment of bills as
presented and reviewed in the finance meeting. Commissioner Casey made the motion. Commissioner
Friend seconded the motion. Commissioner voting as follows:

Commissioner John Collins . Aye
Commissioner Kelsey Friend Aye
Commissioner Ancie Casey Aye
Commissioner Prentis Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-02-005

CUSTOMER ADJUSTMENTS AGENDA ITEM VI :

After review and discussion of the customer adjustments, and upon confirmation that the adjustments
were done in accordance with District policy, Vice Chairperson Collins requested a motion to ‘approve
Customer Adjustments in the amount of two thousand, five hundred and seventy dollars and fifty cents
($2,570.50) as presented. Commissioner Adkins made the motion to approve the adjustments as
presented. Commissioner Friend seconded the motion. Commissioner voting as follows:

Commissioner John Collins Aye
Commissioner Kelsey Friend Aye
Commissioner Ancie Casey Aye
Commissioner Prentis Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-02-006

CONSTRUCTION REPORT AGENDA ITEM VII

Update by Dan'l Hall, Vaughn & Melton
Cliff Latta was in attendance for Mr. Hall and supplied the update.

1. Millard Curve Line Relocation -DOT Project

Mr. Latta stated that this project has been awarded and the Notice to Proceed has been issued.
The pre-construction conference is anticipated to be held sometime next week.



Majestic Alternative Sewer Project

Mr. Latta stated that they have finalized the information request by Alma Land Company and by
next week they should be able to get up with them and start the process that would allow them to
actually work in the field on this project.

Update by Tim Campoy, Environmental Design Consultants

Cabin Knoll/Scott Fork DOT Relocation Project -

Mr. Campoy stated that this is a new bridge project at Meta. Bush and Burchett got that job and
are subbing the water to G & W. Since the last meeting, G & W have been sending in shop
drawings and they finally have them all now and reviewing them. They are tentatively looking at
reviewing those with Mr. Sawyers and Mr. Potter if everything goes okay and then when the
weather breaks, we should see some progress with this project.

KY 610 — Virgie Bridge DOT Relocation Project —~

Mr. Campoy stated that this is also a new bridge project and relocation of both water and sewer
lines. The highway department has approved the engineering estimates for engineering and
construction and we received a contract from them...an agreement between the Water District
and the Transportation Cabinet which he dropped off to the District's legal counsel yesterday.
They have noted one change in the contract. They do not include the pavement replacement as
one of the tasks to be completed in that and he would ask that legal counsel provides a resolution
to that in the contract. Mr, Stratton stated that he approves of the contract with that addition. Vice
Chairperson Collins requested a motion to approve the contract with the Transportation Cabinet
for the Virgie Bridge DOT Relocation Project with the addition that pavement replacement be
included as required in the contract. Commissioner Casey made the motion. Commissioner
Adkins seccnded the motion. Commissioner voting as follows:

Commissicner John Collins Aye
Commissioner Kelsey Friend Aye
Commissioner Ancie Casey Aye
Commissioner Prentis Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-02-007

Mr. Campoy stated that he has those contracts with him and when they are signed, he will return
them back to the Transportation Cabinet.

Update by Stephen Caudill, Bell Enginesring

Deskins Curve Line Relocation

Mr. Caudill stated that everything has been pretty much worked out with all of the property
owners and he will get with Mr. Potter and Mr. Sawyers after the meeting and set up a bid date.
Mr. Stratton has prepared the deed for the tank side and they need authorization of the Board to
execute that. Mr. Stratton stated that the purchase price for the tank site and easement is
together, $6,000. Mr. Caudill stated that that money has already been requested from the
Transportation Cabinet and as soon as that comes in, we will be able to move forward with that.
Vice Chairperson Collins requested a motion to apprové the Vice Chairperson to sign any and all
documents necessary for the transfer of the deed to Mountain Water District for the tank site and
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easement for the Deskins Curve DOT Relocation Project. Commissioner Friend made the motion.
Commissioner Adkins seconded the motion. Commissioner voting as follows:

Commissioner John Collins. Aye
Commissioner Kelsey Friend Aye
Commissioner Ancie Casey Aye
Commissioner Prentis Adkins Aye

Upon Commissioner voting, the motion was carried and passed.

Resolution No. 15-02-008

2. Marshall's Branch DOT Relocation Project -
Mr. Caudill stated that they have obtained all of the plans and have done a preliminary layout.
They have put together an opinion of proper cost and have sent that to the highway department
and are waiting to her back from them on this project.
Update by Summit Engineering — Jody Hunt, P.E. — on the following projects:

1. Awarded Projects:

» Douglas WWTP Upgrade Project — Mr. Hunt stated that this part applies for the Belfry
Sewer Project also. They have completed their internal review of the draft advertisement
and there are some minor changes they are making. After those changes are complete,
he would like to get with Mr. Stratton and make sure he is in agreement with the minor
changes that they are making so that they can hold the bidders feet to the fire, to make
sure the District is getting what they pay for. They anticipate the bids to go out in the next
couple of weeks.

Mr. Sawyers stated that they have spoken about this SRF funding being
available for the project and needs the Board to go ahead with a resolution to
approve him to proceed with the loan and paperwork. As he has said before,
this is a low interest loan through the State Revolving Fund and could be
anywhere from .5% to .75%. They also spoke to him and Mr. Potter in a
meeting that you can get some of this principal forgiveness at the end of it.
They gave an example of someone who borrowed §1.2M and they forgive
their principal on half of that. Mr. Hunt stated that this is very competitive and
we applied for this money for Belfry also. Mr. Sawyers stated that he has
been assured that this will pass at their Board meeting this month. Vice
Chairperson Collins requested a motion to authorize Mr. Sawyers to proceed
with the SRF loan and paperwork for the Douglas WWTP Project.
Commissioner Adkins made the motion. Commissioner Friend seconded the
motion. Commissioner voting as follows:

Commissioner John Collins Aye
Commissioner Kelsey Friend Aye
Commissioner Ancie Casey Aye
Commissioner Prentis Adkins Aye



Upon Commissioner voting, the motion was carried and passed.
Resolution No, 15-02-009 .

» Phelps/Freeburn WWTP Upgrades & Rehabilitation Project — Mr. Hunt stated that the
contractor has been working on the electrical conduit and controls for the screen. The
contractor is waiting on a shipment of internal equipment for the chemical storage
buitding. Electrical work will continue into March due to the weather.

s Belfry/Pond Sewer Project Update — Mr. Hunt stated that they have discussed this project
under the Douglas Project. Mr. Sawyers stated that they are still working with Big Sandy
ADD and Rural Development on funding for this project. Mr. Hunt stated that they have
spoken to BSADD on this project and they are working on the environmental work which
is one of the first things you have to complete for funding applications.

* FEMA BPS Mitigation Project — Mr. Hunt stated that the preliminary and hydraulic plans
for the project are 95% completed and they are currently working on the DOW permit
- application and anticipate it will be submitted this month and bid shortly thereafter.

¢ Various Short Line Extension Project — Magisterial District #2: - Mr. Hunt stated that the
weather has slowed the contractor's progress but 95% of the Chimney Branch line
complete, as well as 95% completion of the Burke Tackett and Marshall's Branch lines
complete. There could be a delay of completion of this project because of pump station
and equipment delivery delays. No one keeps them on the shelf anymore. You order
them, and then they make them and that is the reason for the delayed time.

PROJECT DRAWS:

Vice Chairperson Collins requested a motion to pay the draws as presented contingent upon
funding agency approval. Commissioner Friend made the motion. Commissioner Casey
seconded the motion.

FEMA BPS RELOCATION
Summit Engineering FEMA Funds $ 6,118.00
$6,118.00 Engineering Services

PHELPS FREEBURN WWTP UPGRADE PROJECT

H20 Construction Coal Severance Funds $ 41,104.95
$41,104.95 Contract Construction

Summit Engineering Coal Severance Funds $ 13,170.20
$13,170.20 Engineering Services



MAGISTERIAL DISTRICT #2 VARIOUS WATER LINE EXTENSION PROJECT

Summit Engineering Coal Severance Funds $ 6,850.75
$6,850.75 Engineering Services
US Rentals & Construction  Coal Severance Funds $ 72,936.00

$72,936.00 Contract Construction

Commissioner voting as follows:

Commissioner John Collins Aye
Commissioner Kelsey Friend Aye
Commissioner Ancie Casey Aye
Commissioner Prentis Adkins Aye

Upon Commissioner voting the motion was carried and passed.
Resolution No. 15-02-010

MANAGER / ADMINISTRATOR REPORT

Office Work — Mr. Sawyers stated that as he spoke to the Board recently about the lower end of
the building and he wanted to have someone come in and look at it, he did have a contractor
come in and look at it and he reported to him the condition of under the flooring. Mr. Sawyers
stated that he considers this an emergency and to allow this contractor to do it instead of going
through the procurement process because of what was reported. The contractor told Mr. Sawyers
that the section on the end of the building, the floor trusses are gone. We have been flooded
twice and there are no vents on that end at all, no air to dry it out, he told Mr. Sawyers that it is in
pretty poor shape. He has also showed some of the Board members, legal counsel-and
accountant how that looked on that end this morning and it looks pretty rough. What they will
have to do is come in and replace all of the floor trusses, sub floor, carpeting and jack it up and
set piers on that one end. He would like to proceed since the condition it is in is so bad and let's
get it taken care of. Vice Chairperson Collins stated that it scared him to see the floor around the
office settled an inch and a half below when the baseboards at. In the center it is mushy. Mr.
Potter stated that FEMA was shown that area when it was flooded before and they inspected it
and said it was not eligible or not impacted enough to be eligible for repairs. Vice Chairperson
Collins stated that he believes he remembers that. Mr. Potter stated that over time it has rotted.
Mr. Sawyers stated that he didn't know if we could get insurance to cover anything [ike this from
past events or not but we have to address it. Magistrate Varney inquired if you could go back to
FEMA on something like this and ask for help. Mr. Potter stated that once they close an event
they will not look at further claims. The District works to turn in every scenario we can for
reimbursement, but once they say it is not theirs, they close it out. Mr: Stratton stated that he
believes the motion would be to authorize to begin emergency work on the replacement of the
joists and do so without bidding out the work: Vice Chairperson Collins requested a motion to that
effect. Commissioner Friend made the motion. Commissioner Casey seconded the motion.
Commissioner voting as follows:



Commissioner John Collins Aye

Commissioner Kelsey Friend Aye
Commissioner Ancie Casey Aye
Commissioner Prentis Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-02-011

Mr. Sawyers stated that aniyone who wants to look at it is welcome and he will walk down there
and show it to them. Vice Chairperson Collins stated that he didn’t know it had gotten that bad.
Mr. Sawyers stated that it has done a lot of that in the last little bit. Mr. Potter stated that in the '09
and the before that, the lower end of the building, got water up under it and the parking lot. We
aired it out and had it looked at for mold a couple of times, but every time we have submitted i,
we've not gotten any response and it has reach the point of emergency.

2015 Capital ltems List - MWD & UMG — Mr. Potter stated that these are the field and office

items for MWD and UMG that are needed. These are items that he recommends and/or Mr.
Sawyers have looked at as well. UMG items include a metal detector, ultrasonic flow meter to
replace ones that we have had over the years that have broken down, outdated, outmoded or
hard to repair. At least one Supervisor truck and one utility truck needs purchased beyond the
one we are replacing due to the wreck that occurred. He needs at least one more computer to
keep us up to speed. He will move on those through UMG, but they will be purchased in the
District's name. These other items are ones that he is requesting that the District purchase to
replace District inventory. There is another flow meter on the list, one UMG bought and cne MWD
bought previously. We have to have the wastewater portable fill sampler equipment which is
going te be a Division of Water compliance issue starting in July so he has to get it up and
running before then. We need it before the class at the end of May actually for field [aboratory
certification. We still need a sewer camera for the wastewater department. We need a new
scanner for the vehicles; that is the District’s scanner and something you purchased originally.
The office items are also needed. He requests that the District give him authorization to purchase
these items or give him a schedule for when they can be purchased. Commissioner Casey
inquired what the timing is on these items. Mr. Potter stated that the scanner he needs soon
because the scanner and field sampling equipment are needed right away. Other things they can
keep trying to utilize what they have for now but it is costing more to repair than what it is worth,
but the scanner and the field sampling equipment are most needed right now. He can hold off
until later in the year maybe, as the District's situation improves but the sampling equipment and
the scanner are needed now. Vice Chairperson Collins requested a motion to authorize the
purchase of the field sampling equipment and vehicle scanner. Commissioner Casey made the
motien. Commissioner Friend seconded the motion. Commissioner voting as follows:

Commissioner John Calling Aye
Commissioner Kelsey Friend Aye
Commissioner Ancie Casey Aye
Commissioner Prentis Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No, 15-02-012

2015 Water and Wastewater Capital Asset Plan - Mr. Potter stated that he has handed out
previously and does so again the list of issues that he prepares every year and he has prioritized
them by what he considers the major player or issue that needs to be done and he requested that
the Board authorize Mr. Sawyers to get with him and Mr. Spears and get a plan on how they can
take care of some of these issues. This Is replacement infrastructure like Modern MHP WWTP
that the District adopted 30 years ago and has reached its life expectancy. Division of Water



wants to know what the plan is for replacement and we need to start looking at those. There is
the sewer and water divisions, that includes booster pump stations, pressure reducing valves, old
line that needs replaced and he has worked with engineers and contractors to get the most up to
date prices and he recommends that the Board make a plan to address the numbers 1 and 2
priority issues on this list. Some of the things that aren't in here are the meters...you have 16,800
meters out there that are due for battery replacement on the automatic meter readers and it is as
cheap to change the whole set up as it is to purchase the batteries. We need to look at those
issues and he would like to develop a plan in the near future. .

Winter Storm Update — Mr. Potter stated that they just lost telemetry on the mountain. They
had lost broadband last week and he doesn’t know when we will get that back. That provides
multiple capabilities for us to view what is going on throughout our system. We are having to use
our old dial up connection and it is very sketchy during wet and cold weather events. It keeps
crashing and we have to go up and reset it. He has a crew going that way and hopefully we can
get it back up soon. He skipped back up and discussed the Water and Wastewater Capital Asset
Plan and then came back to this section. He stated that he had water up to the intersection at
Phelps a while ago and we are building in Phelps2 tank. As soon as we get available
storage...that tank is a 48 foot tall tank...and he still has to go to Widows Branch and all of that
area. Commissioner Casey confirmed that the water in the first tank gets water to the Phelps
Gymnasium after we repair the leak at the Mouth of Smith Fork. Mr. Potter stated that the second
tank serves them. Commissioner Casey inquired where that tank is located. Mr. Potter stated that
the first tank is where the 3 lane narrows down. Phelps 2 tank is at the highway department. He is
building now and they are addressing the situation at the Mouth of Smith Fork. The area he is still
having issues with right is in the Robinson Creek and Greasy Creek areas. Williamson is giving
us some water now and it becomes more available, we will start taking it on out to the outlying
areas. Elkhorn Creek is still out however we got the areas of Marrowbone, Millard, Ferrells Creek,
and Feds Creek back in. He had taxed Pikeville on that end and in some areas he can take a lot
more and some he has to give them a break while we are trying to replenish our system.
Fortunately where our plant is doing well right now, he had to take the ability to move water by
valve manipulation and take some pressure off of them. We are operating out of Shelby tank we
are moving it that way right now. The longest areas to get water will be the Majestic, Freeburn,
Blackberry, Turkey Tog, Brushy and Stopover areas. Those are the farthest out. He has to fill
tanks in front of them and he can't just turn it on and let it flow because he has to have available
storage and we are trying to do methodically to ensure that we are not going to lose any water.
We are going valve to valve down the line, filling it up, checking for leaks, letting customers see if
they have leaks and address those issues, and move forward. He has questions about the boil
water advisory that is currently on. The boil water advisory is on his license and he is not going to
release it until he is comfortable with what is going on out there. The health department called this
morning and wanted to know and he told them he would keep it on until he was comfortable with
it and they were asking what they needed to do about their health care providers, but he wants to
wait to lift until there is not an issue with disinfecting throughout the system. He would release it
sectors but the county is so large and when you start trying to release areas in chunks, people
get confused and he doesn’t want to get anyone sick or ill. He knows it is an inconvenience to the
boil water at this time but when he does start release it, he won't do it hollow by hollow, but
maybe in large areas like Shelby Valley up US 23 to the Letcher line, etc. He will have guys start
sampling tomorrow and will try to start taking off some of the larger chunks. If anyone complains,
please ask them to bear with us. We do have some isolated areas that have leaks and we are
having to cut the side lines back off to catch up and he projects that to continue over the next day
or two as we fill up. People come home from staying with friends, they find leaks and we are
going to get a lot of that still. Vice Chairperson Collins inquired if Raccoon has water coming from
one direction or both directions. Mr. Potter stated that he can do it both ways to a point. He can
take Pikeville water usually up to the mouth of Frozen. He has to do it according to pressure
zones. There are a lot of interconnections that he can do that on a routine basis. He can take
water all the way to South Side Mall from the Russell Fork WTP but he can’t do it long. As far as
the boil water advisory goes, the Division of Water impresses that on everyone who gets their
license. The purpose is to protect the consuming public and he takes it very seriously. We have
an excellent track record here at MWD even before he was UMG. He wants to keep it that way
and make sure we protect the public.
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Magistrate Varney stated that the UMG crew that works in District 6, he wants to commend them.
They do a great job and work with the road crew real good and they have a good relfationship and
he really appreciates that. Mr. Potter thanked him and stated that he has two different crews that
rotate in and out over there, the day crew and the night crew. Here of late, everybody hias been
everywhere. He really encourages the Magistrates to talk with them because he really prefers to
work well with you because if you'll tell me where you want to go dip a ditch, he can tell you
where the water line is. Magistrate Varney stated that they do a good job over there. He also
stated that some of the older people who have had their water lines bust are worried about this
bill they will be getting. Mr. Potter stated that he is glad Magistrate Varney brought that up. The
District has their $30 and $75 service fee if we come out and find out if it is on the customer's
side. He has spoken to Mr. Sawyers about that and recommends that the District suspend that
during this time frame. Commissioner Casey stated that we need to help our people throughout
the whole county. Mr. Potter stated that if someone is trying to take care of their problem, we
need to suspend that fee because that helps us. Then they can apply for their leak adjustment.
Mr. Potter stated that he recommends people evaluate their own infrastructure. He has a cut off
valve coming into his house that is immediately accessible but a lot of people rely heavily on us to
come and turn their meter off or they try to turn it off and damage it and get billed for that. If
people want to work on their houses and add a valve in, he thinks if they call for that service so
they can put an additional valve in that prevents the need for us having to come out there all the
time, he thinks we need to suspend the cost of that call. Mr; Stratton stated that he believes Ms.
Qlson brought up a good point, and he thinks the issue is if the Board is so inclined, is to pass a
motion to declare a weather emergency and based on that emergency, we suspend the $30 and
$75 inspection fee and keep that in place until the next meeting, until we can decide if that needs
to continue any further. Mr. Potter addressed Chris Anderson with the Appalachian News
Express, and suggested that if he will put that in the paper we will try to accommodate those as
much as possible. Commissioner Casey stated that based on what legal counsel just stated on
needing a motion from the Board to assist as many of our people that we can legally, he makes
that motion. Commissioner Adkins seconded the motion, Commissioner voting as follows:

Commissioner John Callins Aye
Commissioner Kelsey Friend Aye
Commissioner Ancie Casey Aye
Commissioner Prentis Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-02-014

Magistrate Varney stated that he really appreciates that. Commissioner Adkins stated that if Chris
will publish it in the newspaper, that would get the word out.

Phelps Athletic Complex Update & Contract Approval — Mr. Sawyers stated that he has been
working back and forth with Roger Johnson on this and they have requested up to relocate some
facilities and disconnect some facilities for the Phelps Athletic Complex. We have gotten some
quotes on the work and it is beyond our procurement amounts and so we have to advertise and
procure this through confractors. We have a contract also that Mr. Stratton has put together for
the Board to approve. He is asking the Board to approve the contract and the work because he
will have to advertise it for a contractor to do the work. Commissioner Casey stated that what he
is hearing s if the Board doesn't approve it, it will stop the progress of work at the Phelps Athletic
Complex and he made the motion to approve the contract and the work. Commissioner Friend
seconded the motion. Commissioner voting as follows:

Commissioner John Collins Aye
Commissioner Kelsey Friend Aye
Commissioner Ancie Casey Aye
Commissioner Prentis Adkins Aye
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Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-02-013

» Néxcheck On-Line and Phone Payments ~ Mr. Lowe stated that he, Mrs. Hatfield and Ms.
Olson had a meeting with a company called Nexcheck which is basically a credit card processing
company. We process currently with another company where we take phone payments and
online payments. This company would offer that In addition to check by phone or check online
and would offer an automated phone payment system. Currently we take about 2,500 phone
payments per month where we actually speak to each customer and it takes about 4 to 5 minutes
per customer. We charge 2.27% of whatever amount they are paying plus .25 per transaction.
This company would be a little bit more expensive, but they would provide a number for the
customers fo call and it would be all automated. Commissioner Casey inquired how much more
expensive they were. Mr. Lowe stated that their minimum is $3.50 per payment. It is'2.75% with.a
minimum of $3.50 and currently our customers are paying the 2.27 % plus .25. Currently we
charge the customer that fee when they pay and turn it over to the credit card company. With
Nextcheck, they would take out their fee automatically and we would not have to deal with the fee
at all, which also means we would not have to have it approved by the PSC and have it in our
tariff because we are not collecting the fee. Vice Chairperson Collins clarified that we have been
passing it on to the customer: Mr. Lowe stated that is correct. Either way the customer will be
paying the fee. Mr. Sawyers inquired what the difference is in the cost of the two. Mr. Lowe stated
it depends on how much they are paying. It is about the same for an average bill but for a
minimum bill, the customer will be paying a little more than they are now. Mr, Sawyers stated that
basically what it boils down to is that if the Board agrees to accept this, it would free up personnel
to do other work. Mr. Lowe stated that would be correct. We currently have personnel who
process about 2,500 per month at about 5 minutes each and that would free them up to do other
things. Mrs. Hatfield stated that plus, they wouldn't have to give a person their credit card number
and could be viewed as more secure. Commissioner Casey stated that he believes that they
need to study this a little bit more. Mr. Stratton inquired how much revenue we are going to lose
out of this, Mr. Lowe stated that we don't get any revenue out of this because we are passing that
cost on to the customer now. Mr. Stratton clarified that they said we are charging 2.27% plus .25
now, so none of that comes to us now. Mr. Lowe stated that is correct. We collect it and the
processing company takes that amount of our account. It is a wash. Mr. Lowe stated that is if they
are paying with a credit card. If we add the check option, that would be a flat $2.00 fee regardless
of the amount they are paying. Mr. Stratton suggested that he submits the contract to him for
review and bring it back to the Board at the next meeting again. Commissioners agreed with that
course of action. '

s Rate Review/Case Update — Mr. Stratton stated that we have submitted about 5 additional
volumes of information to the Attorney General’s Office and to the Public Service Commission in
response to supplemental questions that they have asked us. He believes there will be one more
round of questions that we are subject and an informal conference with the PSC is tentatively
scheduled for April 2™ to review the issues and see if we can narrow down the issues and go
from there. The final hearing with the PSC is May 19", We had about two weeks to turn around
100 questions and Mike, Roy, Grondall and Bob Meyer did a heck of a job in producing those
answers. Mr. Spears stated that there were about 100 questions with 5 sub parts each.

Mr. Potter stated that is all he has by way of a report at this time. Commissioner Casey stated that he
wanted to say what a great that the workers have done, just like Magistrate Varney had said. He called
Grondall at 6:00 this morning to get an update on Phelps and he answered his call. They were out in the
field and he has heard that David Taylor has not been in the bed in about three days. That is the type of
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workers that have been out here in our system and directed Mr. Potter to relay that to his employees and
that he appreciates each and every one of them. Mr. Potter thanked him. Vice Chairperson Collins
requested a motion to approve the Manager/Administrator Report as presented. Commissioner Adkins
made the motion. Commissicner Friend seconded the motion. Commissioner voting as follows:

Commissioner John Collins Aye
Commissioner Kelsey Friend Aye
Commissioner Ancie Casey Aye
Commissioner Prentis Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-02-015

NEW BUSINESS

1. Southern Corrosion Contract Amendment
Mr. Stratton stated that they needed a resolution to authorize Mr. Sawyers and himself to
renegotiate the amended contract with Southern Corrosion in order to keep it moving forward.
Commissioner Friend made the motion to that effect and Commissioner Adkins seconded the
. motion. Commissioner voting as follows:

Commissicner John Collins Aye
Commissioner Kelsey Friend Aye
Commissioner Ancie Casey Aye
Commissioner Prentis Adkins Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-02-016

2, Llegal Issues
Executive Session to Discuss Outstanding Litigation and Potential Litigation -

1. Williamson Wastewater Contract

Mr. Stratton stated that there is no further update on legal issues at this time so there is no need to go
into executive session.

COMMISSIONER COMMENTS

Vice Chairperson Collins inquired if there were any further Commissioner comments. There were none.
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ADJOURN MEETING

Vice Cha:rperson Collins stated that if there were no further comments, he requested a motion be made
to adjourn the meeting. Commissioner Adkins made the motion. Commissioner Friend seconded the
motion. Commissioner voting as follows:

Commissioner John Collins Aye

Commissioner Kelsey Friend Aye
Commissioner Ancie Casey Aye
Commissioner Prentis AdKins Aye

Upon Commissioner voting, the motion was carried and passed.
.Resolution No. 15-02-017
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MOUNTAIN WATERDISTRICT
BOARD OF COMMISSIONERS REGULAR MEETING

March 25, 2015
10:00 AM

ATTENDEES

Michael Bell, Resident

Hufford Williams, Resident

Jerry Layne ‘-

Nancy Carolyn Taylor, Resident

Bobby Varney, Magistrate, District 6

Hilman Dotson, Magistrate, District 5

Chris Anderson, Appalachian News Express
Jody Hunt, Summit Engineering, Inc.

Cliff Latta, Vaughn & Melton

Jamie Noe, Vaughn & Melton

Stephen Caudill, Bell Engineering

Tom Jones, Bell Engineering

Tim Campoy, EDC, Inc.

Mike Spears, Spears Management

David Stratton, Stratton Law Firm

Roy Sawyers, Mountain Water District Administrator
Grondall Potter, Manager, UMG

Tammy Clson, Office/Compliance Manager, UMG
Kevin Lowe, Office/Finance Manager, UMG
Carrie Hatfield, Financial Administrator, MWD

CALL TO ORDER AGENDA [TEM |

The Mountain Water District Board of Commissioners Regular Meeting was held on Wednesday, March
25th, 2015 at 10:00 a.m,

Commissioners present for the meeting were as follows:

Commissioner Kelsey Friend, 111
Commissioner Prentis Adkins
Commissioner Ancie Casey
Commissioner Michael Blackburn
Commissioner Eddie Hurley

David Stratton, Attorney for the Mountain Water District, facilitated the meeting in the
absence of a Chairperson and stated that the Board has one member in route and we
will proceed the best we can and finish up when he gets there. The first item of business
is that there are some visitors.

VISITORS AGENDA ITEM Il

Mr. Stratton inquired if there were visitors that wished to share anything. Magistrate Bobby Varney from
District 6 stated that he wanted to commend the Mountain Water District and UMG for the job they did
during this past month and a half to two months and all that they went through; fiooding and the whole
thing. The guys especially in his District did a tremendous job. He wanted to commend MWD/UMG for the

1



communication they have had with him. He really appreciated that. “You let the people know what is
going on and that is a big thing, especially in my District”. He stated that MWD/UMG did a great job and
he wanted to give them a thumbs up on that. The Board thanked him for his comments.

Mr. Stratton recognized Nancy Taylor who was in attendance and wished to speak. Ms. Tavior stated that
she has lived here most of her sixty-some to seventy years. She is very pleased to see folks working
together and inquired how many employees were in MWD now; is it one or two, and are they covered by
the Kentucky Retirement System. Someone responded to her that there are two and Commissioner
Casey responded by saying “yes” referring to the inquiry about the KRS. Ms. Taylor stated “Good luck
and thank you all and have a great meeting”. Commissioner Casey thanked her for attending.

Mr. Stratton recognized Hufford Williams from Mouthcard. Mr. Williams stated that he has a problem with
his water bill and was invited to come and set in on the meeting. Mr. Stratton stated that he welcome and
inquired what the nature of his problem is. Mr. Williams stated that it is 10 times that normal monthly bill
and it had a note on the bill of “possible leak” but he doesn’t have a leak. He checked it personally. The
problem is that he is at the very end of the line and the water has been off several times during this period
and every time it comes back on he gets air for a half a day or a day or more. Nothing but air; and he
knows for a fact that when air is coming through, his meter is whizzing around like he is using water and
he is not. Mr. Stratton turned this issue over to Grondall Potter, Manager. Mr. Potter stated that that does
occur occasionally and does the same thing at his house. We try to flush in those areas but we have
thousands of end line points and based upon his history we can look back and assure there is no leak
because of that AMR meter's read. We can adjust that back to his average water bill. That does cccur
occasionally. Mr. Potter asked Kevin Lowe to take him over to billing and get that resolved for him.

Mr. Stratton recognized Hilman Dotson, Magistrate of District 5. Magistrate Dotson stated that like
Magistrate Varney said, he thinks they commended the District at the last court meeting on the job that
you did. They had a lot of calls and complaints of why the water wasn't on. A lot of people don't
understand that we are a big county and they are on the far end of the county and he understands it takes
time to get the tanks filled and get the water back in circulation, but thank God we were able to use snow
water and we had electricity and we made it. People from the mountains are tough and know how to
survive and he just wanted to say that it is not always often that the Board hears from him, but he has’
some questions to ask the Board and hopefully he can get some answers. One of the quotes that was
said was that we (Magistrates} didn't attend your all's meetings and there were some false allegations in
that quote from one of the former Board members. The last time we were here, we were here on behalf of
the fiscal court on trying to get answers why that Mountain Water's contracting out the work. We haven't
been able to see your books ar know what is really happening at Mountain Water. He is getting a lot of
calls now from the people wanting fo know why the raise in the water and sewer is going to be so great. If
we had some way to show the people that you need the money to operate on it would be a lot easier to
answer their questions. Another question is why we haven't seen any action on the Majestic Sewer
Project which has been in process for several years now and there is money that is laying there that is
supposed to be for that and he would like to find out how much we have in that account and when the
District plans on starfing the process. He talked to Roy Sawyers about a year and a half to two years ago
and you were working on the engineering part of it and finding out...Mr. Sawyers stated that to update
him on the Majestic Project, Cliff Latta with Vaughn and Melton is here and Mr. Sawyers spoke to him this . -
morning. One of the problems we have been having is that we have been going through the process with
one of the land companies over there to get access to their properties to do some soil sampling and
evaluate that area. He has a meeting next Tuesday with Alma Land and they have approved to go ahead
and let him proceed. It is moving along, however slowly, but is moving. Mr. Dotson inquired how many
years it has been since this began...four or five? There is supposed to be a lot of money for this. Mr.
Sawyers stated that they went over and visited the project two summers ago when they first started with
the engineers. Mr. Dotson inquired that with the Phelps sewer update, and he sees it is on the agenda
today, where we are on it and when will it start. Mr. Sawyers stated that the Phelps/Freeburn Upgrades
has been ongoing since about November of 2014. Mr. Jody Hunt, Engineer for the project, stated that it is
in construction now. Mr. Dotson inquired what they are doing there. Mr. Hunt stated that this project is to
convert the existing UV disinfection to a chlorine contact disinfection and adding a fine screen to screen
the material coming into the plant, and also adding a sludge press to the plant to press the sludge so the
District can haul that off and dispose of it properly. It is also adding a computerized telemetry system to
better enable the Disfrict to cperate the system and treat the sewer. Mr. Dotson stated that “so the odor at
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Double Quik and down at Pounding Mill that we have had constant...” Mr. Hunt stated that this project will
not do anything to the [ift stations, this is just the plant. Mr. Dotson stated that he thought this was going
to take care of our problem that we have had with the smell at the intersection at Phelps and the ones at
Pounding Mill and Billy Dotson. So this update is not going to do anything for that? Mr. Hunt stated that
their contract was never for anything other than plant. Mr. Sawyers stated that this project is to upgrade
the plant itself and not the Iift stations. For those we would have to come up with ozone freatment to do
that and would have to have additional monies in order to take care of any issues with regards to odor.
Mr. Dotson inquired if that was a million and a half for that. Mr. Sawyers stated that was correct. This
project was to upgrade the plant to make it function the way it needs to meet EPA regulations. Mr. Dotson
inquired why does MWD need such an enormous increase in the water and sewer rates. A lot of people
are calling him, and he guesses the other Magistrates, wanting to know why and they say if this keeps
going up...and what was it 70% you all want for the sewer...Mr. Sawyers stated that water is 25% and
sewer is 158%. Mr. Dotson stated that some people who are not on the water are saying they are getting
a large Increase in their sewer, Mr. Sawyers stated that sewer basically ‘eats our lunch’ here. It is an
ongoing issue as far as force main grinder units. [t costs a lot of money to rebuild those and replace those
every month. That is one of the issues. We probably spend about $4 million dollars per year just to repair
grinder units. Mr. Spears stated that revenues are about $900,000 and grinder units cost about $300,000.
They can't hold up because they aren't designed...Mr. Dotson inquired if they could get some with a
better design on them. Mr. Sawyers stated that they have experimented with putting other ones in to see
if they would work better, but so far we haven't found anything much different than what we are using. He
doesn’t know how to reply to that in any other way, other than to say that it takes a lot to maintain those
systems and we have a lot of small package plants that has to have our attention a lot. Mr. Spears stated
that if it wasn't for the elevation changes, we wouldn't have near the issues we are having now. Mr.
Sawyers agreed and stated that if we could have run all gravity instead of force main it would have been
a whole lot better for us, but with our topography and terrain that we have, it is a big issue here. Sewer is
one of the major issues that we have. For the county to move on and continue sewer, one of the things
that needs to be looked at with the fiscal court side might be, if they decide they want to proceed with
putting sewer throughout the county is to pass an ordinance for everybody to sign up. It would be a
mandatory sign up If it is available. Mr. Dotson stated that he believes it is already in effect that if you
don't have a working system, you have to sign up on the sewer system. Mr. Sawyers stated that the
current ordinance that is passed refers to people with straight pipes and failing systems, not just any
homeowner. He is talking about if the sewer is available in the area, the resident is mandated to sign up
for the sewer. If you put in a mile of line with the potential of 350 homes, and only sign up a portion of
those homes, it doesn't help pay for the infrastructure or assists in paying the rates. Mr. Dotson stated
that getting back to the price, too; if we can get it down when people can afford it...people are having it
tough right now. Mr. Sawyers stated that is what hurts us. We don’t have enough people signed up to
help pay for that rate. Mr. Dotson stated that it is like that bunch over at Pikeville at the civic center. If they
would cut the price down on the tickets, people could go. But they have empty seats and nobody is
attending because they can'’t afford to go. If we can get our water and sewer prices competitive where
people can afford it, he is sure they would love to hook up on the system. He believes that we do have an
ordinance that if you have a straight pipe and the sewer comes by, you have to hook up. Mr. Sawyers
stated that the health department does have that one in place. Mr. Dotson clarified that what Mr. Sawyers
is wanting to do for the county to pass an ordinance to be mandatory....Mr. Sawyers stated that it is just a
thought, if the court wants us to keep on providing sewer throughout the county. Commissioner Adkins
stated that, with regard to the grinder units, that people put everything in the worid down in them. A lot of
states and people out in counties, have to buy those units and that is something to look at too, if the
homeowner wants to buy the unit their self because a lot of people put stuff down in them that shouldn't
go down in them. Mr. Sawyers stated that we have found toys, bed sheets....Commissioner Adkins stated
that he is not saying that in a bad way it is just a bad situation. Mr., Dotson inquired how many sewer
customers we have in the county now. Commissioner Casey stated that we have about 2,300 customers
and we subsidize every sewer customer every month $10 to $12. That is how much we are losing on
every sewer customer. Mr. Sawyers stated that it is even more than that now. Mr. Dotson inquired how
many water customers are in the county. Mr. Sawyers stated that it varies each month but is between
17,000 and 18,000. Mr. Dotson stated that was some questions he had and he is glad he got to come this
morning. To make this water, we have to work together...the District Board and the fiscal court. It has to
be an open book on both sides. We need more communication and need to be more open with each
other. If you all have a problem, we've got a problem. Mr. Sawyers inquired if Mr. Dotson had his phone
number. Mr. Dotson confirmed that he had it. Mr. Sawyers stated that he is welcome to call him any time
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he wants to. Mr. Dotson stated that he is talking about the entire Board working as a whole. They have
had lack of communication for several years with the Board because they have not been having a lot of
cooperation with seeing the need that that Board has because they haven't seen the books or don't
know...everything is being hid through UMG not Mountain Water. But the Board is responsible because
you entered the contract. Mr. Sawyers stated that they submit an annual audit to the fiscal court with
regards to their finances. Mr. Dotson stated that the court would like to see when their Coal Severance
monies is going and all they have asked is that UMG open their books up and show them where it is
‘going. Mr. Spears responded that actually, the Coal Severance money is projects only. We don't have
any Coal Severance money that goes to UMG. It goes for projects...infrastructure. Mr. Dotson asserted
that then UMG gets paid to maintain it. Mr. Spears stated that UMG is paid for operations of the District.
Mr. Dotson stated that it goes hand in hand, right? Mr. Stration stated that he can understand why Mr.
Dotson would think that, but basically Coal Severance money goes to build the projects. Once the
projects are built, then it comes under general operations. It is not the Coal Severance money that goes
tc general operations. It is revenue derived from the users of the project of the District that funds
operations. Mr. Dotson stated that the Board is responsible for UMG. Mr. Stratton stated that the District
is responsible as a contractor with them, yes. Mr. Dotson stated that is what he is saying. Their books are
open over at the court house, UMG’s books should be open, too. If you have nothing to hide, lay it out
there. Mr. Stratton stated that is an issue that is beyond this group's ability to make happen, per se. Mr.
Dotson stated that it is within your ability when you renew their contract. Mr. Stratton stated that it is
something that takes two to agree upon and we don't know where that is going to end up right now, but it
takes two to agree on that. Mr. Dotson stated that is what he meant that we need better communication
and to let people know out there, if they are paying you, where their money is going. If you need that raise
then he would say they would be up to give it to you, but right now it is in the black and they don’t know
why it is going up so much at one time and he believe the Board has voted for that raise. Mr. Stratton
stated that they do not know what the ultimate raise will be because that will be set by the Public Service
Commission. Mr. Dotson stated that is right. They are just like the electric company. People have just
about went their limit on what they can do. It is coming to the point that they are gaing to have to not buy
their medicine to pay their electric and utility bills. He is not criticizing you guys, it is just open that we give
our points and work out our differences and he thinks that we need better communication and he is
willing. The Board is welcome at the court to let them know what you need and everyone needs to work
together. Commissioner Adkins stated that he right about the electric company, but Mountain Water
District hasn't issued a formal PSC rate increase request since 1998. The power company does it all the
time and their bills are unreal and it hurts every family but they keep doing it and it is eating us (the
District) up, too. Mr, Dotson stated that it is like the fiscal court needs garbage trucks right now but we
have to find money where we can to buy them. We don’t want to put another increase on the bilis. He
knows that there comes a time when you've got to do what you've got to'do, but they would like to know
where they stand. Mr. Strafton thanked him for his comments.

Mr. Stratton once again recognized Nancy Taylor. Ms. Tayior stated that while Mr. Dotson was speaking
she happened to think of another question. She stated that in the Appalachian News Express she read an
Advertisement for Bids on page 6C and John Collins’ name was down at the bottom. She inquired if the
bid was out on that still and if so, is the Board opening bids on that today. It was a relocation, she
believes, up Johns Creek. Mr. Caudill stated that the bids are to be opened today at 2 o'clock. Ms. Taylor
asked the Board members to raise their hands if they knew about that. Mr. Sawyers stated that the
Deskins Curve Project has been run in the paper to be out for bid. Ms. Taylor stated that she knows that
she just wanted to know if the Board members knew about it. This is a Department of Transportation
project. Ms. Taylor stated that she knows that. There were several Board members who acknowledged
that they were aware of the bid opening.

Mr. Stratton inquired if there were any other comments from visitors. There were none.
Mr. Stratton stated that since we are still waiting on a Board member to get here, he inquired if the Board

wanted to go ahead with the approval of minutes and continue with the agenda and then come back and
do some other business. The Board agreed.



APPROVAL OF MINUTES AGENDA ITEM Il

Mr. Stratton requested a motion to approve the minutes of the regular meeting held on February 25th,
2015 as presented. Commissioner Adkins made the motion to approve the minutes as presented.
Commissioner Casey seconded the motion. Commissioner voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye
Commissioner Blackburn Aye
Commissioner Hurley Absent

Upon Commissioner voting, the motion was carried and passed.
Resolution 15-03-001

FINANCIAL REPORT — MIKE SPEARS, CPA AGENDA ITEM IV

Mr. Spears stated that for Commissioner Blackburn, he usually sends these out the day before the
meeting and he needs to get their email addresses so he can send them out and be available for
questions. For the month of February, cash in bank was $408,508. Accounts receivable was $839,221.
Plant in place was $138,546,880. Accounts payable at the end of the month was $1,252,836. Equity
position is $79,721,931. Revenues for the month were $711,420 and year to date is $1,440,787. Keep in
mind that February is a short billing month, but that is probably a little better than we have done in the
past. Utility Operating Expenses were $960,979 and $1,904,910 year to date. The loss for the month was
$281,410 and $527,612 year to date. Included in the loss is depreciation of $271,779 and $543,559 year
to date. The current operating income is negative in the amount of $249,559. As we have talked in the
past, our depreciation number and our loss number is usually dead even but now it is not and is related to
cash flow. Ordinarily, in normal business, depreciation should delay cash fiow to pay bond payments and
those things, which we have been doing but that is part of the reason that we are in need of the rate
increase. Cash increased for the month in the amount of $74,152. That seems positive but keep in mind
that we dropped down another payment and that is the reason we had more cash. If we had of had more
cash to pay that other payment we would have paid it so that is a little deceiving to look at in and of itself.
The current operating account balance is $47,034 as of the end of February. We have made the
appropriate transfers to KIA and RD. Current balances are now $704,542 and $713,516 respectively.
Those are reserves that we set aside based upon our bonding requirements and we are about 84%
funded on those. We have made the transfers to sinking fund for debt service as well. R & M expenses
were $45,065.47 which is under budget. Mr. Potter stated that he anticipates that not to be the case next
month because some of the items we had to get during the flood situation where the invoices follow
through. That will probably be higher next month. Commissioner Blackburn inquired with regard to
budgeted repairs and maintenance, if those are rolled into the contract with UMG. Mr. Spears confirmed
that. He stated that if you look on page 15 of the financials, the contract is $644,439.66. That $47,000
budgeted repair and maintenance budget is a part of that. The way it works is that anything over the
$47,000 per month, at the end of the year that is either an overage or underage. Comrmnissioner Blackburn
then clarified that if we are under, do we get credit for that. Mr. Spears stated that in the event that we are
under, which we have never been under that amount, it would be a check...a credit to us at that point in
time. It wouldn't per se carry over. It is part of the contract amount, to answer his original question. He
stated that if Commissioner Blackburn would like to set down with him and go over this, he would do that
at any time. Mr. Spears stated that concludes the financial report and he has two other items to discuss
after this. Mr. Stratton inquired if there were any other questions regarding the financial report, There
were none. He requested a motion to approve the financial report as presented with the amendment
noted to the Board. Commissioner Friend made the motion to approve the financial report as submitted.
Commissioner Blackburn seconded the motion. Commissioner voting as follows:




Commissioner Friend Aye

Commissioner Casey Aye
Commissioner Adkins Aye
Commissioner Blackburn Aye
Commissioner Hurley Absent

Upon Commissioner voting, the motion was carried and passed.
Resolution 15-03-002

Mr. Spears stated that annually in March he has to submit to the PSC a gross operating revenues page
and Carrie Hatfield has that and he needs to get that approved. Water revenues are $8,018,005 and
sewer revenues are $898,842. Mr. Stratton requested a motion to approve the gross operating revenues
as presented and to send it to the PSC as required. Commissioner Casey made the motion.
Commissioner Adkins seconded the motion. Commissioner voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye
Commissioner Blackburm Aye
Commissioner Hurley Absent

Upon Commissioner voting, the motion was carried and passed.
Resolution 15-03-003

Mr. Spears stated that US Bank called him this morning and they should be ready to close on that in the
next two weeks. That loan is for the rate study expenses since our cash flow is so drained. This will be a
line of credit for 8 months to pay for the associated costs for the rate case such as engineering fees,
attorney fees, accountant fees, the rate study itself, etc. so that we are not pulling money out of our
general operating account. A question was raised as to how much we have invested in it so far. Mr.
Spears stated that on the top of page 16 is the listed amount. The month of March will be a big month
because we have a huge filing to submit to the PSC on the PSC's 3% request and Attorney General's 2
data requests. We have hearings in April and May and that should be the end of it. At the end of the ©
months we will convert that to a term note. Mr. Stratton inquired if he had a total on that yet. Mr. Spears
stated that he doesn’t have a new total on it but he can get them one but it is approximately $70,000 at
the end of February. Mr. Stratton inquired if Mr. Spears knew how much the line of credit was going to be
for. Mr. Spears stated that the PSC attorney out of Frankfort stated that it will be somewhere between
$125,000 and $150,000. We have a hearing on April 2™ with the Atty. General's office and then go to the
PSC on May 20' for formal hearing. He doesn't think there will be anymore data reguests after March.
We have had 3 data requests from the PSC and 2 from the Atty. General's office. We have spent about
$10,000 or so just on copies. We spent over $4,000 just to advertise it. They require 12 coples of
everything and the last filing was 9 volumes in itself. What we have sent them so far wouldn’t fit in the
back of a pick-up truck. Commissioner Blackburn clarified that this loan would take us through the next
nine months. Mr. Spears stated that is correct. The bulk of the expenses now, are in the submittals of
data requests and hopefully that will most of it. We don't have to take any action on that at this time; he
just wanted the Board to know what was going on with it. He reminded Commissioner Blackburn that he
needed to get his email address after the meeting, so he could start sending him the financials each
month before the meeting.

Commissioner Hurley arrived during this last item. Mr. Stratfon stated that now that all of the Board
members are present, the Board needs to select a Chairperson. It can be done in one of two ways; they
can vote in an Acting Chairperson for the day to serve in that capacity until a full time Chairperson is
agreed upon, or if they feel prepared today to vote on a full time Chairperson, they can do that today also.
Commissioner Hurley requested that they go ahead and select a temporary Chairperson until he and
Commissioner Blackburn get their feet under them here. The Board agreed. Mr. Stratton stated that he
-supposed introductions were in order. Roy Sawyers and Grondall Potter were introduced as well as the
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Board's CPA, Mike Spears. Mr. Potter introduced Kevin Lowe, who he said is one of the Co-Office
Managers here at UMG mainly over billing and those type issues. He introduced Tammy Olson, saying
that she does compliance, all of the sampling data and most of the violations to the Division of Water and
those kinds of things. Mr. Sawyers introduced Carrie Hatfield, District's financial officer. Mr. Potter stated
that he knew they were going to have a meeting to give them all information on the District but he stated
that if any of them had any questions or wanted facts and figures regarding the District, to call him.
Commissioner Hurley requested a motion to appoint Mike Blackburn as Acting Chairperson until such
time as a permanent Chairperson can be agreed upon. Commissioner Casey seconded the motion.
Commissioner voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye
Commissioner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution 15-03-004

PAYMENT OF BILLS AGENDA I[TEM V

Mrs. Olson distributed copies of the AP report, the Cash in Bank report and the vendor payment list to the
Commissioners. Mr. Potter stated that they would notice that most of the bills each month are the electric.
He stated to Commissioner Hurley that they had talked about the expenditures that have changed over
the years before he arrived. He does a history on all electric usage, water and sewer trends breakdown,
and he is welcome to look at any of that information. [n 2005 the average bill per month for electricity was
$46,000. Now it is roughly $100,000 per month just for electric bills. He has lots of data if the Board
members want to review it and it is an approximate 100% increase. Commissioner Blackburn stated that
there has probably been some additional infrastructure that has been added which not indicate a 100%
increase. Mr. Potter stated that there has been some additional infrastructure added and it comes out to
about a 95% increase after taking in to considerations the additional lift stations and booster pump
stations added. The kilowatt hours have not change that much. We do an off peak demand structure that
he reviews twice a year with AEP and try to get our bigger players on to a different schedule that gets us
out of that high rate demand, but there are some pump stations and/or [ift stations that have to pump
when they have to pump. We try to manipulate that as much as possible to keep us in a lower bracket.
Mr. Stratton inquired if there was anything unusual or out of the ordinary about this month's bills. Mr.
Potter stated that there wasn't really anything unless you want to look at page 11 and there are a couple
of items there. There are two pumps; one for $7,000 and one for $3,000. Both of those were applicable to
the storm. The power glitches and brown outs and over spikes got both of those pumps. As we upgrade
some of the stations throughout the county, technology has increased now and they now have controllers
now that will track the power in the station that will give you something to take to the power company.
Every time he goes to them and says that we got hit here and he thinks they have an issue, theyll say
they will put & chart on it and see what it looks like. Of course it is good then, after the event. As we go to
upgrade some of the iarger player stations, we may want to invest in that technology to see what kind of
power we are getting. We will ask for reimbursement from FEMA on those two items if they declare the
disaster. Mr. Stratton clarified that by “We” Mr. Potter means UMG. Mr. Potter stated that he means
Mountain Water District. When he says “we” here it is always Mountain Water District. He was Mountain
Water before he was UMG. Commissioner Blackburn asked how that normally works with AEP. Mr. Potter
stated that if you can prove it to them, they'li reimburse up to a portion but the trick is in proving it. Their
rules with the PSC are about the same as the District's rules. If it is their responsibility and it is not outside
the realm of their tariffs, then they have to acknowledge it and do something about it.

Commissioner Blackburn inquired if we ever make partial payments to UMG under the contract. We are
three behind now. Mr. Spears stated that we have not made any partial payments. They bill us twice a
month, on the 15" and the 30" and we have not made partial payments in the past. Commissioner
Blackburn stated that maybe we could get them to accept a partial payment. Mr. Spears stated that he is
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sure they would take whatever we could give them as we could. Mr. Potter stated that he doesn’t do that
part, he just keeps the water moving; that would be Bob Meyer, the Comptroller for UMG. Mr. Spears
stated that one thing worth mentioning is that MWD pays the electric bills and R & M and then they
reimburse us with a check. By that point we can pay another bill and they turn around pay us back for the
R & M. Due fo the sales tax issue, we pay all of the R & M expenses up front and UMG reimburses for it.
We have to be careful about making those partial payments. Once we get close, we just have to make
sure we have cash flow to pay those. Commissioner Blackburn inquired if all three that we are behind
consecutive. Mr. Spears stated that they are consecutive. The problem we have right now is in low water
usage months; the winter months. Our cash flow is down. June and July’s cash flow is going to be back
up. Commissioner Blackburn clarified that the District didn't have this problem last year. Mr. Spears stated
that this has basically afl occurred in the last 12 months. Commissioner Blackburn stated that he was
trying to look at these bills and see what is beyond 30 or 60 days beyond the UMG cantract. Mr. Spears
stated that everything else should be within 60 days or 30 days. What you have on there and the reason
that is more than 3 payments; we have always got that R & M bilis that are due and they are on top of the
3 payments because we have always paid those and those aren't behind at all. Commissioner Blackburn
clarified that he was talking about R & M. Mr. Spears confirmed that as correct and stated that R & M
means repair and maintenance. Commissioner Blackburn stated that looking at this he would be prepared
to go ahead and approve the payment of the invoices and make a partial payment to UMG under the
contract, It may take a little bit to work through the numbers but we get credit for the utilities. MR. Spears
stated that we pay the utilities and when we submit them a check they turn around and submit us a
check. We bill them twice a month; one for the 1st'through the 15% and another for the 16t through the
30, We could do that and in the motion you would want it to be subject to Mr. Sawyers’ and Mrs.
Hatfield's analysis of what we could pay them based upon the revenue stream and what bills are coming
up. Commissioner Adkins inquired what would be the difference in paying a partial payment. IF we don't
have it then, if builds up, but as long as they go along with it...Commissioner Blackburn stated that he
would think that they would accept a partial payment. Commissioner Adkins stated that they would if they
want to do it, but if they don’t he doesn’t see any reason to do that. If they forced us to do it, we are in a
mess of trouble. If we start letting all of these little vendors go... Commissioner Hurley? stated that he
doesn't think that is what he is talking about, he is thinking that we pay everything we've got and make
partial payments to UMG when we can. Commissioner Adkins stated that we pay the vendors and we just
carry that over and pay the invoice when we have the money. He confirmed with Mrs. Hatfield that is how
it done. She confirmed that as correct. He doesn’t see the difference in it himself, as long as they are
willing to accept it that way. We have had a few issues lately; the building and a couple of things...the
other side of the building started to fall in and we had to fix it...and our infrastructure is getting so old that
we are seeing it... Mr. Spears stated that is one thing when we get the first draw from US Bank, it will
catch us up about a half a payment and will help with that, to reimburse for those expenses that we have
puiled out of the operating account to cover the rate case filings. Commissioner Blackburn? Inquired how
far that it looked like we are going to be before we start catching up. Mr. Spears stated that he believed
we would go down one more or possibly two by the time this rate structure goes through. What he would
suggest instead of a partial payment is to issue them an extra so much a month. Commissioner
Blackburn stated that is what a partial payment is. Mr. Spears stated that he knows that but they have to
be careful structuring a partial payment because we don't want fo get to where we can't pay our power bill
and have to go back....Commissioner Blackburn stated that at this point let's just go to them and ask
that..for this biliing cycle that we have to skip, to look at this and see what the best thing is to do. It needs
a bit more research. If you ook at the numbers in total, he doesn't know if we have a revenue problem or
a spending problem. We've got $9,000,000. Mr. Spears stated that our bond payments are about
$1,000,000 per year. Commissioner Blackburn stated that we are talking about gross numbers. They
need to dig into this and see where the money is going. Commissioner Adkins stated that grinder pumps
and the sewer-is eating a lot of it. That is what he sees...he doesn’t know what the other Board members
see. Commissioner Blackburn stated that once we get in there and dissect it, we will have
a...Commissioner Huriey stated that he knows that the way the grinder pumps were put in, in areas that
should have been gravity sewer, there is not hardly a fix to it unless you just totally redo it. That was a
mistake to start with. Commissioner Blackburn made a motion ta approve all of the bills as listed and have
some kind of discussion with UMG about partial payments. Mr. Stratton stated that they could authorize
Mr. Sawyers to meet with Bob Meyer with the concept and come back next month with some parameters
that UMG could live with and the Board could consider. Mr. Hurley stated that with a partial payment you
don't want to set a certain amount. Mr. Stratton stated that it is just a concept at this time. Commissioner
Adkins stated that we are going to owe it anyway. If it benefits this or that, it is still going to build up one
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way or another and he doesn’t see any reason to pay it in partial payments. Acting Chairperson
Blackburn made the motion to pay the bills as presented and reviewed In the finance meeting.
Commissicner Adkins seconded the motion. Commissioner voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye
Commissioner Biackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-03-005

Mr. Stratton stated that the next motion should be worded to authorize Mr. Sawyers to meet with Bob
Meyer at UMG to discuss the option of making partial payments. Mr. Blackburn stated that they needed to
discuss this. We need to make some form of partial payment until we get into a position where they can
take care of their financial obligations. Commissioner Casey clarified what this was for. Mr. Stratton stated
that is was for Mr. Sawyers to discuss the concept of making partial payments with UMG and bring back
scenarios for the Board at the next meeting, Commissioner Casey said he didn't see a problem with that.
Vice Chairperson Blackburn made the motion. Commissioner Hurley seconded the motion.
Commissioner voting as follows:

Commissicner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Nay
Commissioner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-03-006 .

CUSTOMER ADJUSTMENTS AGENDA ITEM VI

Ms. Olson stated that there is just a line at the bottom on the customer adjustments page for the Acting
Chairperson to sign. Acting Chairperson Blackburn inquired from Mr. Potter if this number was unusually
high. Mr. Potter stated that it is high but not unusually high. We have seen them a lot higher, especially in
the winter months. Commissioner Casey requested a motion to approve Customer Adjustments in the
amount of three thousand, seven hundred and ninety-two doliars and sixty-five cents ($3,792.65) as
presented. Commissioner Friend seconded the motion. Commissioner voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye
Commissioner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-03-007

Mr. Potter stated that there is a policy book that has this policy in it where you allow one adjustment per
twelve month period, The way that works is that you can adjust off up to three months because some
people will say they didn't have a leak and it crept up until they find it. That is what has been approved to
do on these. There is a formula that we base it on that is in the tariff.



CONSTRUCTION REPORT AGENDA ITEM VII

Update by Dan’l Hall, Vaughn & Melton
Cliff Latta was in attendance for Mr. Hall and supplied the update.

1. Millard Curve Line Relocation -DOT Project

Mr. Latta stated that there is a pre-construction conference on this project this Friday. Hopefully
with the weather that will get it kicked off and get construction started. Mr. Potter stated that this
project is a DOT relocation project. They are going to take Millard Curve out and you have a 10"
ductile iron main line that runs through that location that has to be moved out of the way.

2. Majestic Alternative Sewer Project

Mr. Latta stated that there is meeting on this project on Tuesday with the land company and he is
very hopeful that it will be productive and move this project into a different gear. For the new
Board members, the difficulty in this project is that the land company controis eight of the nine
sites that were targeted and we were at their mercy and with the dynamics in the mining industry
right now, they have hopefully isotated all of the sites that they can make work. He inquired if
there were any questions. Mr. Potter stated that another of the issues with the Majestic Project is
that you are dealing with two different governmental agencies that see what kind of viable options
you have for sewer. You are working through the Department of Public Health who have their
regulations set through the Health Department and you are also working with the Division of
Water. Basically the Division of Water is charged with regulating anything that hits the stream:
and Public Health with anything that is sub-surface. So we had to do a site evaluation to see who
will be applicable for each resident to what agency depending on what requirements they would
meet and that was a very long process to start with. They have had two or three meetings with
Division of Water on this project and it has been a difficult process. Commissioner Casey inquired
if we have determined what kind of sewer system is going to be used over there. Mr. Potter stated
that is what we are trying to determine through each agency. “Will you let me do this here?” And
they'll say “Well let us look at it" and they'll wait six months and say “No, you can't do that”.
Commissioner Hurley inquired if this is the only project over there. Commissioner Casey
confirmed that as correct. Mr. Potter stated that this is the same project but a new approach to
sewer. Acting Chairperson Blackburn confirmed that they have no sewer service right now. Mr,
Potter confirmed that as correct. Mr. Latta stated that the treatment they are proposing takes up a
pretty good footprint and in this terrain you are limited on a lot of that. Mr. Potter stated that the
way the money was given by the Legislature, it did not say for sewer: It said for “Alternative
Sewer Treatment Options”. So you can manipulate that and can go back to the Legislature and
ask but they were looking for something outside of what a conventional system would be like an
aeration station or regular treatment plant. We had to work within their parameters to try
something different or something that is not utilized often. Commissioner Hurley inquired how
many customers this project would have. Mr. Latta stated that he thinks it was about 156 or 157.
Mr. Potter stated that this project may be a combination of different technologies to make it work.

Update by Tim Campay, Environmental Design Consultants

1. Cabin Knoll/Scott Fork DOT Relocation Project -
Mr. Campoy stated that this is a new bridge project at Meta by the DOT. The shop drawings were
submitted by G & W the last week of February. They have met with Mr. Sawyers and Mr. Potter
and got some comments and sent them back to G & W and are still ' waiting on some final shop
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drawings to come from G & W. There have been plenty of weather issues so they would not have
been able to get started anyway. They are expecting the revised shop drawings within the next
week and once they are approved they can start on construction. This is the second one up at
Meta. We moved the lines at Scott Fork last year. For this one, there is a booster pump station
right beside the bridge and a new PRV has to be put in. So they have to come out of the booster
pump station and cross the road up into Cabin Knoll and put the PRV station there and then
come out and cross the creek and road and tie in and get to the tank on Bent Mountain. That one
is just the water line only but is fairly complicated. A lot of things have to happen in a fairly tight
spot. The DOT covers all of the cost. Commissioner Hurley inquired If it is just a pass through
Mountain Water District. Mr. Campoy stated that there is an item for some administrative
expenses on this but all of their fees are covered by the DOT and all of the construction.
Depending on how they want to do things, like Mr. Spears pointed out at Scott Fork, they bid that
water line relocation completely separate from the bridge, but up at Cabin Knoll, they put it
together with the contract. The same contractor is doing both of the bridges but they didn't put it
together like that. The one at Virgie is going to be set up separate also because they want to go
ahead and get the money available to do the relocation well ahead of the bridge work. Mr.
Sawyers stated that he thinks probably the reason why that one was included at Cabin Knoll
because of the relationship of the booster pump station to the bridge that way the contractor
could address that issue first. Commissioner Hurley inquired if Mountain Water has been in
control to how it is being put in. Mr. Campoy stated that they are required in the contract to
construct according to the District’s specifications and we have an inspector on site during the
work. Mr. Potter stated that it is to be done by their specs and our specifications. Sometimes they
overlap ours and usually ours are more stringent that what they require. Mr. Sawyers stated that
we have an adoption policy that they have to go by. Mr, Campoy stated that they do a certification
at the end of the job that it has all been done in accordance with the standards and submits that
back to the Board.

KY 610 - Virgie Bridge DOT Relocation Project —
Mr. Campoy stated that this is also a new bridge project and relocation of both water and sewer
lines. At the February meeting the Acting Chairperson for that meeting signed the DOT contract
so it is in Frankfort to be signed. They have their first engineering invoice to be signed by the
Acting Chairperson today so they can take it back and get it into the system with the DOT. They
are now working on design drawings for the project.

Update by Stephen Caudill, Bell Engineering

Deskins Curve Line Relocation

Mr. Caudill stated that this project is a DOT Relocation Project is being done to facititate
construction and improvements to the road at Deskins. This project is out for bid. We had a pre-
bid meeting last Wednesday and will be opening bids on this project later today at 2:00 pm.
Commissioner Casey inquired when he thought they would actually start work on the project. Mr.
Caudill stated that they will attempt to go ahead and start the water line portion of the project.
They will review the bids and make a recommendation for award. As soon as they are able to do
that, they will go ahead and get the water line relocation started as soon as possible. It looks like
later this year they will be letting the road project itself. But they don’t know exactly when that will
be at this time.
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Marshall’s Branch DOT Relocation Project -

Mr. Caudill stated that.the preliminary design for this project is completed and has been
forwarded on to the Transportation Cabinet along with the Engineering Services contract for their
review. He anticipates their approval on that shortly and they can move forward on design plans
thereafter. He inquired if there were any questions. There were none.

Update by Summit Engineering -~ Jody Hunt, P.E. — on the following projects:

Awarded Projects:

¢ Douglas WWTP Upgrade Project — Mr. Hunt stated that this project, for the new Board
members, upgrades existing plant at Douglas. It will expand the plant up to the capability
of treating 300,000 gallons per day with exercise basins in there to allow the dropping of
new membranes to treat approximately 400,000 gallons per day. They are currently in the
advertisement phase of the equipment selection and that is in coordination with the Belfry
Sewer Project. They had discussed in previous meetings and decided to use the same
technology at both plants. The advantage to that is that you have the same equipment at
both plants and the ability for the workers to interchange equipment and things of that
nature and it has a smaller footprint, which was also needed with the acquisition of the
property at Belfry for the proposed plant due to the coal mines and their requirements for
a settlement pond that can't be removed. The advertisement has been completed, an
internal review has been done and thought it would be prudent to have MWD's attorney
review it as well. There was a meeting on Monday afternoon to review that and there was
some wording that he wanted added in to that confract to make sure the District is
protected and the advertisement will basically hold the material suppliers feet to the fire in
case something that would happen that no one expects, so we are making those
changes now. As soon as that is complete, they wili advertise that in the paper.

» Phelps/Freeburn WWTP Upgrades & Rehabilitation Project — Mr. Hunt stated that they
are doing several things at this plant. They are adding a screen to a newly proposed
chlorine chemical building, changing the UV disinfection out to a chlorine disinfection and
adding a sludge press to press the sludge that comes out of the plant, and adding some
telemetry and computers to the building itself to help the District maintain and operate the
system in a much more efficient rate. This project is under construction currently and we
have had issues with getting materials delivered on site. Some of these materials were
promised months ago but are now coming in. The contractor is working diligently. By way
of a history, the bids came in a little high. We didn't have enough funding for that, so we
negotiated with the contractor and he lowered his bid price to enable the District to be
able to do this project to maintain compliance. The contractor does have a pay request
on this agenda and the contractor currently has the sludge press set, he has been
working on the electrical supply, working on getting the lights wired in, the building for the
chlorine and the screen is constructed but they have been working on the electrical and
plumbing for that. The contractor has been working last week and this week on the
sludge transfer pump station which is basically a valve vault. The next phase to complete
is the plumbing inside the chemical building and the electrical work. Due to the weather
and equipment delays, the contractor has asked for another additional sixty (60) days
extension which needs to be approved. Commissioner Hurley made a motion to approve
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a sixty (60) day contract time extension for H2O Construction for the Phelps/Freeburn
WWTP Upgrades Project due to inclement weather and equipment delivery delays.
Commissioner Casey seconded the motion. Commissioner voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye
‘Commissioner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-03-008

* Belfry/Pond Sewer Project Update — Mr. Hunt stated that they have discussed this project
under the Douglas Project. Mr. Hunt stated that also, regarding the Douglas Project, he
spoke last meeting about the SRF funding, that meeting was cancelled due to the
weather, They do have a revised schedule now and that meeting will be on April 2™ at
1:00 pm. Mr. Sawyers stated that the Kentucky Infrastructure Authority Board will
approve that on that day. That is our State Revolving Fund and will at .75%. Mr. Hunt
stated that they also do offer principal forgiveness. Commissioner Hurley inquired how
much it will be for. Mr. Sawyers stated that we have $700,000 in place for the project and
the total project cost is around $3,000,000. There is a chance they may forgive a portion
of that but he doesn't know how much. They gave us an example that they did a project
for $1.2M and forgave them for half of it.

» FEMA BPS Mitigation Project — Mr. Hunt stated that this project addresses two
underground booster pump stations that are very old and experience frequent flooding in
the spring months especially. We applied for funding for this with FEMA and have been
approved for over a million dollars for the replacement of these existing underground
stations. We are abandoning these and building above ground pump stations that will
have an elevation above the 100 year fiood line. That way we won't experience this
frequent flooding that causes the District to be unable to serve customers in the Kimper
area and even all the way fo the Phelps area. Mr. Potter stated that we found some
money that was available for FEMA mitigation after the last flooding in 2010. We
identified two sites that had been impacted by flooding. It has taken 3 ¥z to 4 years to get
this going and that is how things work with FEMA. Commissioner Blackburn inquired
where these were located. Mr. Potter stated that one is at Johns Creek Railroad as you
turn down Meta on the right and the other is at Meathouse of Kimper. These will be
constructed on two better locations close to where they are now but out of the flood plain.
We had to prove that they had been impacted so many times within a time frame and we
keep that information and did that. You are getting over $300,000 to replace those with
new technology and above ground. Commissioner Blackburn inquired if that will pretty
well cover the cost. Mr. Potter confirmed that as correct. Mr. Hunt stated that there is
match that is required on FEMA funding. Mr. Potter stated that it is around 12% that the
Board would need to match, but you are getting a million dollars for about $120,000.
These were stations that were on his list to the Board for replacement or upgrades
anyway, Commissioner Blackburn inquired if any of the savings on the censtruction
would come back to the District. Mr. Hunt stated that any savings on the project...say we
bid the project and it comes in $100,000 less, you are still required to do that 12% match.
If the match right now is considered to be $100,000, if the contract isn't at the ceiling we
estimate, you only have to match the contract amount. Any savings would not come back
to us. With regard to the pump stations, they actually took a trip up to Wisconsin and
visited the factory that they make these new pump stations in, and reviewed their
systems. The pump stations they have selected and specced out is what the District
would like to see. Of course, we list it as “or equal” when we spec it out. These booster
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pump stations are state of the art. They have telemetry, generators, heating and cooling,
VFD for power consumption efficiency, etc. and are really nice. Commissioner Blackburn
inquired if there is tank with them now that is in the ground. Mr. Potter stated that both of
these are currently in the ground. They are an 8 or 10 foot diameter metal can that is 8
feet tall in the ground with a sump pump in it. Since about 2006 or so, anything the
District has put in has been above ground. A pump station in the ground is a hole waiting
to get water in it. These are similar to the pre-engineered station put in at the mouth of
Abner Fork on the Feds Creek Project. Mr. Hunt stated that the design is complete and
they are getting ready to send that to the Division of Water for permits. They anticipate
sending that out in the next week or so.

e Various Short Line Extension Project — Magisterial District #2: - Mr. Hunt stated that this
project is under construction. There are no pay requests on this agenda due to the
contractors not being able to work due to the weather and waiting on delivery of
equipment. All of the main line is 95% complete. The contractors have to come back and
make some main line connections and the contractor is also waiting on equipment to be
delivered. They still need to do sign ups in the area to see which customers are
interested. Once sign ups are complete, then they will go out and set the meters for the
customers who want the water. Mr. Sawyers stated that he needs to know a week or two
prior to them getting their equipment in so he can do the sign ups. Commissioner
Blackburn inquired how many new customers we can anticipate. Mr. Hunt stated that he
thinks it is around 30 total. It is scattered here and there. The District is 98% served with
water and there are little small holiows and side lines that still don’t have water and that is
what this project addresses for Magisterial District #2.

Mr. Sawyers stated that with regard to the Belfry Pond Sewer Project, they are working with RD
on funding and BSADD is working with Jody Long on that also.

PROJECT DRAWS:

Acting Chairperson Blackburn requested a motion to pay the draws as presented contingent upon
funding agency approval. Commissioner Hurley made the motion. Commissioner Casey
seconded the motion. .

FEMA BPS RELOCATION
Summit Engineering FEMA Funds $ 6,118.00
$6,118.00 _ Engineering Services

PHELPS FREEBURN WWTP UPGRADE PROJECT

H20 Construction Coal Severance Funds $ 45,980.85
$45,980.85 Contract Construction

Summit Engineering Coal Severance Funds $ 5,121.75
$5,121.75 Engineering Services
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BELFRY POND SEWER PROJECT
Summit Engineering Coal Severance Funds $ 10,480.00
$10,480.00 Engineering Services

VIRGIE BRIDGE DOT RELOCATION PROJCT
EDC, Inc. DOT Funds $ 6,645.00

-$6,645.00 Engineering Services

Commissioner voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye
Commissicner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-03-009

MANAGER / ADMINISTRATOR REPORT

1. Janet Charles — Mr. Sawyers stated that this item has already been addressed and taken care
of.

Mr. Sawyers stated that with regard to the Douglas Project they are currently working on the funding
through the SRF. They gave him and phone call and email in regards to the Greasy Creek Booster Pump
Station; to fill out an application for replacing it. This is another BPS that is in the fiood plain that has
issues. They are agreeable for us to proceed with SRF funding for that if the Board is interested in doing
s0. We worked up numbers before but they are older numbers. We believe it will be around $350,000 to
redo it. Considering having it relocated and putting the fine in, it could run in the $400,000+ range.
Commissioner Blackburn inquired if that was a loan. Mr. Sawyers stated that it was SRF funding like he
talked about a few minutes ago where you are looking at a rate of .75% with possible principal
forgiveness. Mr. Hunt inquired if they were asking for a formal....Mr. Sawyers stated that they are asking
him to go ahead and proceed with the loan application. Mr. Hunt stated that you can proceed with the
loan application all the way up to signing for the loan and you still don't have to accept it. Mr. Sawyers
stated that it would be a black eye if you went that far and didn't accept it considering so many are
fighting for the funding. Mr. Potter stated that in conjunction with this, if you look at the first sheet of the
next item on the agenda, the Capital Asset Plan, the Greasy Booster Pump Station is listed there for
replacement. It is at the mouth of Dry Fork going up in to Greasy Creek.

2. 2015 Water and Wastewater Capital Asset Plan - Mr. Potter stated that this is the asset plan
that he presents to the Board after an operational review of the District’s equipment,
infrastructure, etc. This is what he is recommending, over the course of the next time period, to
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be replaced. There is line here, water storage tanks, PRV vaults, and then the line replacement is
the historic areas and what we have run into with line leaks and those kinds of things. This is the
asset plan and he presented it in the operational meeting and we go over a lot of the things we've
discussed. Two Board members are chosen to be on the Ops Commitiee and two are chosen to
be on the Financial Committee. He reviews all of these issues in the Ops meeting with those
Board members on that committee and that way we don't have to go through all of this unless a
Board member has a question. These are the items he recommends and has asked the Board to
look at how they want to fund or move forward with the replacement schedule. Mr. Stratton
inquired who the Board members were that are on the Operations Committee. Mr. Potter stated
that John Collins was on the Operations Committee and ....Mr. Stratton stated that we need to
replace that. Mr. Potter stated that he believed that they voted amongst themselves the last time
who would be on what committee. Mr. Stratton inquired who was on the Financial Committee. Mr.
Potter stated that Commissioner Casey and Commissioner Friend is on that committee. Acting
Chairperson Blackburn inquired if the Chairperson goes between the meetings. Mr. Potter stated
that Mrs. James sort of floated between the two meetings. Mr. Stratton inguired if that is
something that needed to be decided today or if it can wait until the next meeting. Mr. Potter
stated that it can wait or if in time that any of them want to....He does the Operational Meeting
and Mrs. Hatfield and Mr. Spears do the financial meeting. Acting Chairperson Blackburn stated
that it makes sense to him to rotate people through each one; spend a couple of meetings in the
operational side and then a couple in the finance side. Mr. Potier stated that he welcomes
anybody that comes in. Mr. Stratton suggested that they take a month to think about it and come
back to the next meeting and make that decision. The Board agreed. Acting Chairperson
Blackburn inquired if this is a 6 or 7 year roll out plan. Mr. Potter stated that it is 1-5 years and is
based on current conditions. That doesn’t mean that one of them may not pop up tomorrow and
have to be moved up, but is a 1-5 projection on both water and sewer. This Greasy station is on
the list and was to be scheduled to be replaced anyway. Acting Chairperson Blackburn clarified
that Mr. Sawyers has the ability at this time to apply for funding for that. Mr. Sawyers stated that
is correct, if the Board will give him the authority to do that, yes. Acting Chairperson Blackburn
stated that basically if the Board says “yeah, we want to apply for it” they are going to expect us
to foliow through with it. Mr. Potter stated that is pretty much true. They review hundreds of
projects submitted to the Big Sandy Area Development District and the District is fortunate
enough that they were selected to apply for the funding. Acting Chairperson Blackburn inquired if
this location was another one of the subsurface stations. Mr. Sawyers confirmed that it is. Mr.
Potter stated that it is about 25 feet from the creek and is a low lying elevation. It is not a good
scenario to have a concrete or metal vault in the ground with water running through it, you have
corrosion issues, etc. You also have issues with compliance with OSHA confined space policies
when it is underground that don't apply with above ground stations. Acting Chairperson Blackburn
stated that in the event that we get the funding, we would have to come up with at least $325,000.
He thinks it is good that they go ahead and explore it. Commissioner Casey agreed. After further
discussion, Commissioner Adkins made the motion to authorize Mr. Sawyers to proceed with the
SRF funding application for the Greasy Creek booster pump station. Commissioner Hurley
seconded the motion. Commissioner voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye
Commissioner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-03-010

3. Winter Storm/Flood Update — Mr. Potter stated that there is going to be a preliminary damage
assessment. We don't know when FEMA is coming out in the field but they will accept two time
frames for damages; February 15-22 and March 4-7. We have to have all of our assessments in
for the damage that occurred and the cost to repair it or what it will cost to repair it permanently.
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Some of the items are still temporary because the water hasn't gone down or whatever. We have
to have all of that in by Friday to Doug Tackett with 911 and he will coordinate with FEMA. There
will be a webinar tomorrow and Ms. Olson and he is going to attend it, and Mr. Sawyers if he is
available, talking about how to proceed with it if the declaration is made, how to apply for the
money, what hoops you need to jump through and proper procedures. Mr. Spears stated that it
will not be a quick turn-around. We got money as late as 8 years later. Mr. Potter stated that the
stated has o reach the action level of the counties affected before the Federal level will consider
letting us apply for Federal funding. ’

4. Phelps Athletic Complex Update & Contract Approval — Mr. Sawyers stated that the Board
approved to proceed with the contract at the meeting last month and he is getting ready to do the
advertisement for it, but it has to be run in the paper. Commissioner Casey inquired if that is for
the water and sewer. That was confirmed. Mr. Sawyers stated that one of the two things that
have hindered us with getting it advertised so far is our involvement in this rate case and trying fo
get all of the paperwork out for it. Commissioner Casey inquired if we recovered the grinder units
in that. That was confirmed that we did on that. Mr. Sawyers stated that we had a few mare for
that second phase they had on the upper end. The other item that hindered them on the
advertisement was that they are looking at putting a large drain in and we may have to relocate
for that. He will get it advertised in the paper hopefully by the weekend or by Wednesday of next
week. Commissioner Hurley inquired where the relocated lines are that are needed for the drain
would be. Mr. Sawyers stated that there is some sewer up there closer to Bones Branch in that
section of houses and we would have to dead cap some water and a few things like that.
Commissioner Hurley inquired how long we have to advertise it. Mr. Sawyers stated that seven
days is the minimum. Commissioner Casey inquired if that is the drain coming out of the hollow
there on the old campus. Mr. Sawyers stated that Commissioner Hurley is more familiar with that
area than he is...Commissioner Casey inquired if it was where that old house used to be in that
hollow behind the band room there. Commissioner Hurley stated that where he is talking about
relocating at is about middle ways of the project there is a big drain coming through there going
out to the creek and that is where they are planning the relocation. ’

5. Nexcheck On-Line and Phone Payments — Mr. Sawyers stated that they may need to table this
until Dan Stratton gets back. Mr. David Stratton stated that there are some issues that need to be
negotiated that Dan needs to speak to Mr. Sawyers and Mr. Lowe about so we can table that until
next month. Mr. Sawyers stated that right now our Customer Service personnel takes the phone
payments. Mr. Lowe stated that our customers can pay their bill on-line through our web site and
they can pay by phone but our employees have to take every one of those payment by phone
and we are averaging about 2,500 phone payments per month at four to five minutes per phone
call. This Nexcheck thing would make that phone system automated. The customer could just
enter their account number without having to talk to somebody. Commissioner Blackburn inquired
what the cost would be. Mr. Lowe stated that there is a once-time fee of $250 for them to set it
up, and when the customer calls in to pay they would pay this company, Nexcheck, a fee for
paying through them. They pay a fee now, as well, but.....Commissioner Casey stated that if it is
only going to cost us $250 to get the automated system, he thinks that is a no brainer. Mr.
Sawyvers stated that they will discuss and fine tune that and bring it back to the Board in April. Mr.
Lowe stated that plus, this would allow them to pay on line or by phone with a check, something
which we do not offer at this time.

6. Rate Review/Case Update — Mr. Sawyers stated that Mike Spears stated about this a bit ago
when he said we had our last two submittals in. We submitted it yesterday. They will review that
and there will be an informal meeting on April 2% at 1:00 pm and will proceed from there.

Mr. Potter stated that by way of discussion of the MOR is that we have a new sewer inspector. He was
the District's DOW Regional Inspector previously, but moved fo another area and they are relocating him
back here now and his name is Lee Pigman. He performed two standard compliance inspections last
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month. For the new Board Members, a lot of your wastewater stations are over thirty years old. The Board
adopted some plants in trailer parks years ago. They are metal and are deteriorating. He has not written a
violation on some of the older ones, but he is tracking a trending viclation on some of them. He thinks it is
not going to be long before the Division of Water is going to come and say “give me a plan on replacing
this". Commissioner Casey stated that we have a lot of old infrastructure. This trailer park across the road
was adopted by the Board from the owners years ago. Keene Village is being tracked for a trending
violation because of drainage issues. They put it in a hole so every time it rains you get infiliration. The
Board is going to have to hydraulically redo the whole station. Mr. Pigman has not written us up but Mr.
Potter stated that he foresees that coming in the future. They will want an action plan and time frame on
how you are going to replace it, when, and those kinds of things. Commissioner Hurley inquired if we
bought new plants, what would they be made of. Mr. Potter stated that he would go with concrete
because metal is a corrosion issue and you have to continually strip it and paint it. You ¢an get a concrete
one that will last substantially longer. He wanted to make the Board aware, the Board can ook at the rest
of the information but we did some paid taps. It has slowed way down. The growth is basically done. This
is just people moving to newer areas that have bought property. The meter testing program results are
there; along with sales, payments made, etc. The first of the month and end of the month is very hectic
here. Our standard sampling is also on the back page. We are required to do 50 samples a month but we
always do a couple more than required. We have always done that as a check and balance against us.
The special samples are the boil water samples we do. Any time there is a boil water we always pull
those. This just lets you know how much sampling is being completed. He inquired if there were any
questions on this porticn. There were none. Acting Chairperson Blackburn requested a motion to approve
the Manager/Administrator Report as presented. Commissioner Adkins seconded the motion.
Commissicner voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye
Commissioner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-03-011

NEW BUSINESS

1. Southern Corrosion Contract - Town Mountain Tank
Mr. Stratton stated that Dan Stratton has been negotiating and working on that contract and It will
be ready for discussion at the next Board meeting.

2. Signature Authority — New Board Members
Mr. Stratton stated that he has that and a resolution is need for the new Board members to sign
checks. Commissioner Casey inquired if that was all that the motion needed to include. Mr.
Stratton stated that we need to have a Secretary, Treasurer, Chairperson, and Vice Chairperson.
We now have an Acting Chairperson; for next month's meeting, he would recommend that they
be prepared to select a Chairperson, Vice Chairperson, Secretary if you want to and Treasurer.
All of them. Acting Chairperson Blackburn Inquired if they could possibly have a mesting by
phone to discuss this ahead of time. Mr. Stratton stated “no”. Mr. Sawyers stated that you could
call a special called meeting. Mr. Stratton stated that the Board members need to sign these
papers for signature authority. There are also Conflicts of Interest statements that need the new
Board member's signatures and they need to review the vendor list for any conflicts and disclose
those if applicable. Mr. Spears also stated that the new Board members salary is $300 per month
until they get their training in. Mr. Stratton stated that we need to pick a date for their orientation
and he would recommend that they pick some dates and get with Dan Stratton and Mr. Sawyers
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to set a date and time. Commissioner Casey made a motion to authorize the new Board
members to act in full authority as the rest of the Board, including signing checks (by signing the
Signatory Authority Documents) and documents as needed. Commissioner Friend seconded the
motion. Commissioner voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Absent (Stepped out of the meeting during this vote)
Commissioner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-03-012

Mrs. Hatfield stated that we will have to rede all of our signature cards for all of our accounts and
the bank is currently working on that. She just texted her and said that she needed titles, so she
doesn't know if that is going to be an issue or not. Mr. Sawyers stated that it will have to wait until
next month then. Mrs. Hatfield stated that she is working with a lady there and has given her a list
of all of the accounts that need to be updated and she will prepare all of the necessary paperwork
and she will bring them to the next meeting. '

3. Legal Issues
Executive Session to Discuss Outstanding Litigation and Potential Litigation -

1. Williamson Wastewater Contract

Mr. Stratton stated that there is no further update on legal issues at this time so there is no need to go
into executive session.

COMMISSIONER COMMENTS

Ms. Nancy Taylor inquired if the Board would take a couple of more questions or comments. The Board
agreed. Ms. Taylor inquired if Bob Meyers, someone who was mentioned earlier, Is one of her former
classmates at Johns Creek School. Mr. Potter stated that he highly doubted it because he is from
Louisville and came to us by way of Floyd County. She inquired how you spell his name. Mr. Potter stated
that it is Meyer, M E Y E R. Ms. Taylar inquired if any of our contracts have to do with Bent Branch
General Partners or Swinge Camp General Partners. Mr. Potter stated that he believed they handled gas
not water lines. Ms. Taylor inquired how about anything going from Coal to Liquid Plants that has been
recorded over the last three or four years. Several responded "not that they know of*, Ms. Taylor thanked
the Board and left the meefing.

Acting Chairperson Blackburn inquired if there were any further Commissioner comments. There were
none.
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ADJOURN MEETING

Commissioner Casey made a motion to adjourn the meeting. Commissioner Adkins seconded the motion.
Commissioner voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye
Commissioner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-03-013
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MOUNTAIN WATERDISTRICT
BOARD OF COMMISSIONERS REGULAR MEETING

April 20th, 2015
10:00 AM

ATTENDEES

Brian Morris, Deputy Judge Executive, PCFC
Nancy Carolyn Taylor, Resident

Mark Meade, KY AML

Cheron Rabinson, Resident, Dorton

Sheree Robinson, Resident, Dorton

Chelsea Hatfield, Resident

Jack Hughes, Attorney, MWD

Chris Anderson, Appalachian News Express
Jody Hunt, Summit Engineering, Inc.

Cliff Latta, Vaughn & Melton

Jamie Noe, Vaughn & Melton

Stephen Caudill, Bell Engineering

Tim Campoy, EDC, Inc.

Mike Spears, Spears Management

Dan Stratton, Stratton Law Firm

Roy Sawyers, Mountain Water District Administrator
Grondall Potter, Manager, UMG

Tammy Olson, Office/Compliance Manager, UMG
Kevin Lowe, Office/Finance Manager, UMG
Carrie Hatfield, Financial Administrator, MWD

CALL TO ORDER AGENDA ITEM |

The Mountain Water District Board of Commissioners Regular Meeting was held on Wednesday, April
29th, 2015 at 10:00 a.m.

Commissioners present for the meeting were as follows:

Commissioner Kelsey Friend, il
Commissioner Prentis Adkins
Commissioner Ancie Casey
Commissioner Michael Blackburn
Commissioner Eddie Hurley

Dan Stratton, Attorney for the Mountain Water District, stated that the first order of business for the Board
fs the election of officers. The positions needed to be filled are the Chairman and Vice Chairman for the
District and at this time he requested nominations for the position of Chairman. Commissioner Friend
nominated Ancie Casey for the position. Commissioner Adkins seconded the nomination. There being no
further nominations for Chairman, Mr. Stratton requested a motion to close the nominations for Chairman.
Commissioner Blackburn made the motion and Commissioner Hurley seconded the motion. Mr. Stratton
inquired if there was any opposition to that. There was none. Mr. Stratton requested a motion to approve
Ancie Casey for the position of Chairman. Commissioner Blackburn made the motion. Commissioner
Adkins seconded the motion. Commissioner voting as follows:



Commissioner Kelsey Friend, !li Aye

Commissioner Prentis Adkins Aye {/ N
Commissioner Ancie Casey Aye s (
Commissioner Michael Blackburn Aye
Commissioner Eddie Hurley Aye

Upon Commissioner voting, the motion was carried and passed.

Resolution 15-04-001

Chairman Casey requested a motion for the Vice Chairman position. Commissioner Hurley nominated

Michael Blackburn for the position. Commissioner Friend seconded the motion. Commissioner voting as

follows:
Commissioner Kelsey Friend, I’ Aye
Commissioner Prentis Adkins Aye
Commissioner Ancie Casey Aye
Commissioner Michael Blackburn Aye
Commissioner Eddie Hurley Aye

Upon Commissioner voting, the motion was carried and passed.

Resolution 15-04-002

Mr. Stratton stated that we now have an opening for the Secretary position with Chairman Casey's

change to the position of Chairman. Chairman Casey nominated Eddie Hurley for the position of

Secretary. Commissioner Blackburn seconded the motion. Commissioner voting as follows:
Commissioner Kelsey Friend, !I! Aye
Commissioner Prentis Adkins Aye (“\
Commissioner Ancie Casey Aye .
Commissioner Michael Blackburn Aye v
Commissioner Eddie Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution 15-04-003

VISITORS ~ AGENDA ITEM II

Chairman Casey thanked everyone for coming and stated that with that business concluded, we will get

on with the meeting. He inquired if there were any visitors that wished to speak. He then directed them to

come up one at a time and state their name. Nancy Taylor stated that the lady next to her has asked her

to speak for her. Her name is Chelsea Hatfield and she has come from Blackberry. Ms. Hatfield stated

that she has a problem with her water bill. When it was off everywhere, they sent her a water bilt for $98

and she wasn't using “city” water. Didn't even get any water from the fire department. They had been

hooked up on coal bank water and are still hooked on it. A man came out and checked it and told her it

was good water so they were using that. He told her if she opened the lid on the meter and there was air

going through the meter it would go up. Her bill was $98 and her neighbor's was $22. Ms. Taylor stated

that she said she had already talked to someone at the office and they told her to come to the meeting.

Chairman Casey inquired from Mr. Potter, Manager, if this had been checked out. Mr. Potter stated that

he wasn't familiar with her issue and inquired where she lives. She stated that she lives at 3420 Left Fork

of Blackberry Road. Ms. Olson inquired if the account was under the name Curtis Hatfield. Ms. Hatfield

confirmed that as correct. Chairman Casey inquired if they had checked for any leaks or any problems at Ty
the residence. Ms. Hatfield responded “no, we don't have no leaks”. Commissioner Blackburn stated that !
he believes it is the same kind of situation we heard at last month's meeting with when the water went off, ‘
the air was pushed through the meter. Mr. Potter stated that is possible in certain locations. Chairman
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Casey stated that Blackberry was one of the last areas to have water restored after the storms. Mr. Potter
stated to Ms. Hatfield to let him investigate the situation and hold off disconnection or anything...Ms.
Hatfield stated that she has a cut-off date for today....Mr. Potter stated that we would hold that and
investigate the location and see if there were any items that would have attributed to that with the water
going off and coming back on. In certain locations there is a possibility of that. He will look at it and see if
an adjustment is needed due to operational issues and if it is, one of the office staff will contact her and
we'll make the adjustment as needed. Ms. Hatfield stated that if you can't fix it back down, you can come
and get the meter. Mr. Potter stated that we would be in contact with her and that we would not
disconnect the account at this point until we resolve the issue. Ms. Hatfield stated that the meter is still off,
Chairman Casey stated to Ms. Hatfield that the guys will go out and check that and he appreciated her
coming today. She thanked the Board and left the meeting.

Chairman Casey recognized Cheron Robinson. She stated that she is here on behalf of Arvid Mullins who
got a water bill of over $3,000. They were being told that they had a constant leak when they didn’t even
have the water on. Chairman Casey inquired where this was located. Ms. Robinson stated that it was at
1345 Dorton Creek. Commissioner Adkins inquired how much -the bill was. Ms. Robinson replied that it
was $3,300 for one month. Ms. Olson inquired what the name was on the account. She replied that it was
Arvid Mullins. Ms. Robinson stated that she was told that this issue was brought to your all's attention last
month. Several Board members stated that they were not aware of the issue. Mr. Potter stated that he
would look at this one aiso. He did not hear about this last month and he apologizes for the delay, but he
will have it checked out. Ms. Robinson stated that she was threatened last week that it would be turned
oif and she came in and paid $80 to make sure it wasn't. Mr. Potter stated that they would check it out.
Ms. Olson stated that probably what we need to do right now to take it out of the system is to do an
installment billing where you don't have to do anything as far as payment right now, but it will take you out
of the system for disconnection until we resolve it. Mr. Potter stated that he needed a contact number.
Ms. Robinson gave her phone number. She stated that she was also told to bring the person who worked
on the water for almost three months to get it fixed and also a water bill and receipt from Lowe’s. Ms.
Olson inquired if there was a leak there. Ms. Robinson stated that there was a leak there initially and that
is why it was turned off completely. Mr. Potter stated that he would check it out and she was directed to
the billing department to get the instaliment billing done. She thanked the Board and left the meeting.

Chairman Casey recognized Mark Meade with the Kentucky Division of Abandoned Mine Lands and he
stated that he was here to present the Mountain Water District with an MOA in the amount of $500,000
for the construction of water lines from Raccoon over to Jonican Creek. Mr. Sawyers stated that this was
the Pompey/Ridgeline Road Project. We already have approximately $900,000 awarded through mining
mitigation and this $500,000 will come from AML. We are working on getting another $500,000 from ARC
also. Mr. Meade stated that this MOA needs the signature of the Chairman and returned. There is also a
note there that you have to check one or the other there and you get to keep what's clipped and he needs
this back when it is signed. Mr. Stratton, MWD Attorney, inquired what he meant to check one or the
other. Mr, Meade stated that it is for if you have any violations with employment or that sort of thing. Mr.
Meade stated that on this particular water line, AML will only be funding the pump station, the tanks, the
pump station rehabs and the line along Ridgeline Road, not into Upper Pompey. That is for the other
money. Mr. Sawyers stated that they appreciate AML's award of this project. Chairman Casey confirmed
that as correct and stated that they appreciate his coming here and particularly for helping out with
project.

Chairman Casey recognized Danny Bowling. Mr. Bowling stated that he is from Buskirk and he was sent
a bill for $70 for 19 days. He checked and doesn't have a leak. He has checked it hourly, every 3 hours,
and in 24 hours and there is not a leak and his bill is double. He lives by himself. He lives in Hampton, VA
also and he is here working on the house here. Chairman Casey stated that he can see the history on his
account that he uses around 2,000 gallons. Mr. Bowling stated that he has called and got no satisfaction.
He went ahead and paid and then they told him he had to come over here to this meeting to get
something done about it. He had to drive from Matewan, WV (Buskirk Area) all the way over here to get
something done. He tried to tell them that it ran air through the lines for almost three hours when the
water came back on and this bill was for 19 days. No way with no leak that it doubles. Chairman Casey
inquired if he was sure that he didn't have a leak during that time. Mr. Bowling stated that he was sure.
He checked it for multiple time periods and it never moved. Mr. Sawyers inquired what the address was.
Mr. Bowling stated that it was 59 Bowling Road, McCarr. Chairman Casey stated that Mr. Sawyers has
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the address and that Mr. Potter will check it. Mr. Bowling stated that he kept trying to get someone to
come over and check it and no one ever did. Chairman Casey stated that he knows that Mr. Bowling is
aware that the District has been through a tough situation since about January with all of the bad weather
and everything that has happened. Mr. Bowling stated that he knows that when the water is off and then
comes back on they get a lot of air through the lines and air pressure will run the meter up. Mr. Potter
stated that he will check the situation and where he is operationally and see what they can do. Mr.
Bowling stated that the bill was for 19 days and the District charges more after the first 2,000 gallons and
his next bill will be for more days. He stated that one time he will get billed for 39 days and then it might
be 20 days and the next time it might be 30 or 31 days. Anytime it goes over 2,000 gallons you are going
to charge me a lot more rate. Mr. Potter stated that he thinks our reading cycles are pretty standard but
he will check into it. Chairman Casey stated that we wili let Mr. Potter go and check it and if there is a
problem we want to make it right. Mr. Bowling thanked the Board and left the meeting.

Chairman Casey inquired if there were any more visitors. Nancy Taylor stated that she is a visitor but she
Is just here to observe. Chairperson Casey stated that they are glad she came. There were no further
visitors that wished to speak.

APPROVAL OF MINUTES AGENDA ITEM [l

Chairman Casey requested a motion fo approve the minutes of the regular meeting held on March 25th,
2015 as presented. Commissioner Biackburn made the motion to approve the minutes as presented.
Commissioner Friend seconded the motion. Commissioner voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye
Commissioner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution 15-04-004

Mr. Stratton stated that he had checked over the MOA for the Ridgeline/Pompey AML Project and it is
fine. They just need a resolution to approve it. Commissioner Blackburn made a motion to approve the
MOA as presented for the Ridgeline/Pompey AML Project. Commissioner Friend seconded the motion.
Commissicner voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye
Commissioner Blackburn Aye
Commissioner Hurley Aye -

Upon Commissioner voting, the motion was carried and passed.
Resolution 15-04-005
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FINANCIAL REPORT ~ MIKE SPEARS, CPA AGENDA ITEM IV

Mr. Spears stated that for the month of March, cash in bank was $355,200. Accounts receivable was
$985,289. Plant in place was $138,724,829. Accounts payable at the end of the month was $1,341,166.
Equity position is $79,675,262. Revenues for the month were $797,004 and that is up about $80,000 from
last month. Part of that is to be expected because water usage should start increasing. A big part of it is
due to leaks during the bad weather. We will see some adjustments come in higher than normal in the
coming maonths. Revenue for the year so far is $2,737,791. Utility Operating Expenses were $938,516
and $2,843,426 year to date. The loss for the month was $173,085 and $700,697 year to date. Included
in the loss is depreciation of $271,779 and $815,338 year to date. The current operating income is
negative in the amount of $141,512. Cash decreased for the month in the amount of $53,308. The current
operating account balance is $88,241 as of the end of March. We have made the appropriate transfers to
the KIA and RD. Current balances are now $714,750 and $725,078 respectively. Those are reserves that
we set aside for depreciation and repair and maintenance of the system. We have made the transfers to
sinking fund for our bond payments as well. Commissioner Blackburn inquired when the due dates were
for the bond payments. Mr. Spears stated that they are due June 1%t and July 15t which are interest only,
the ones due December 1t and January 1% are principal and interest payments. $55,000 that is
transferred in there every month is so that when those come due, we don't have to worry about having
the money, because it is already in there. Regents Bank also automatically drafts an RD loan payment
every month and it is $30,000 to $40,000 coming directly out of the account. Commissioner Hurley
inquired if what we owe UMG is included in this also. Mr. Spears stated that the UMG payments are
including in this and really the only other thing we have under accounts payable are the electric bills that
come at the end of the month and the repair and maintenance bills. Commissicner Blackburn inquired if
there is a back up in there with the accounts payable. Mr. Spears stated that there is not. Commissioner
Blackburn stated that he wanted to come to the meeting this morning at 9:30 but couldn't get away in
time. He inquired on the depreciation, what is the basis for that...is it on 30 or 40 years? Mr. Spears
stated that history they have done mains at 40 years which is the big item. During this rate study, they
have said they want us to go now to 62.5 years but that has not been finalized. It is based on a 40 year
life. He stated that he couid get Commissioner Blackburn a detailed depreciation schedule that shows all
of the assets. Commissioner Blackburn stated that he would like to see that. He inquired what the
schedule it for pumps in service. Mr. Potter stated that it is typically 5 years. Some duty lives are shorter
duration because of the amount of time the pump operates. It varies on the pump station size and
operating cycle on some of them. Mr. Spears stated that he has a guide that they referred him to for
utilities. It was done in 1985 so you wonder how good it is. He can get them a list of the water and sewer
assets and the detailed depreciation schedule. It is about 30 pages so he didn’t include it in this monthly
summary. Chairman Casey inquired if there were any other questions regarding the financial report.
There were none. He requested a motion to approve the financial report as presented. Commissioner
Blackburn made the motion to approve the financial report as submitted. Commissioner Hurley seconded
the motion. Commissioner voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye
Commissioner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution 15-04-006

Chairman Casey recognized the Deputy County Judge, Brian Morris, who was in attendance today. He
stated he was glad to have him at the meeting representing the County Judge's office and appreciate him
being in attendance.



PAYMENT OF BILLS AGENDA ITEM V

Mrs. Olson distributed copies of the AP report, the Cash in Bank report and the vendor payment list to the ( “\ .
Commissioners. Chairman Casey requested a motion to pay the bills as presented and reviewed in the - (
finance meeting. Commissioner Hurley made the motion. Commissioner Friend seconded the motion.
Commissioner voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye
Commissicner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-04-007

CUSTOMER ADJUSTMENTS AGENDA ITEM VI

Commissioner Casey stated that they were looking for the adjustments to increase due to the bad

weather and this number is higher than usual. Mr, Potter stated that there will be this one and some will

carry over to the next month. Commissioner Blackburn inquired if these were all from water outages and

line breaks and that sort of thing. Mr. Potter stated that these are usually on customer sides and the
paperwork they bring in will be showing they had a line leak from freezing and those things. The process

is that we use a formula the PSC allows us to utilize and is in our tariff, if they provide verification of a

leak. Commissioner Blackburn inquired what the formula is. Mr. Lowe stated that basically we figure their

average for three months prior to the leak occurring and see how much of the leak for each month was

over their average usage. Anything over the average we can adjust. We don't adjust it all off. We take the

number of gallons over the average and bill it at a reduced rate of $3.60 per thousand gallons, instead of N
the normal rate of $7.01 per thousand. Commissioner Blackburn clarifled that there is no one time i
forgiveness of a bill. Chairman Casey stated that you can have one adjustment per year. Mr. Potter stated h
that the customer can have one adjustment every 12 months under this process. There is no complete -
forgiveness on a customer leak. Mr. Lowe stated that we can adjust up to 3 consecutive months.

Chairman Casey commended Mr. Lowe for his job on explaining that. Mr. Potter stated that some of

these adjustments may hit next month because you don't know when the billing cycle hit where a

customer has a [eak so we usually recommend for them to wait for the next cycle after they have fixed

their leak to see if they've got it aff and then we work back with them to get it corrected. Mr. Sawyers

stated that we also do water adjustments based on infrastructure failuré but it just depends on the

situation. Chairman Casey requested a motion to approve Customer Adjustments in the amount of eleven

thousand, five hundred and twenty-four dollars and thirty cents ($11,524.30) as presented. Commissioner

Blackburn made the motion to approve the customer adjustments as presented. Commissioner Hurley

seconded the motion. Commissioner voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Cormmissioner Adkins Aye
Commissioner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-04-008



CONSTRUCTION REPORT AGENDA ITEM VII

Update by Dan'l Hall, Vaughn & Melton
CIiff Latta was in attendance for Mr. Hall and supplied the update.

Millard Curve Line Relocation —-DOT Project

Mr. Latta stated that there was a pre-construction conference on this project and the contractor
indicated that they would begin the project sometime in May. There may be an issue with bats
there, but regardless, the District’s interest in it really won't come into it until the latter stages of
the project.

Majestic Alternative Sewer Project

Mr. Latta stated that they did meet with Alma Land a few weeks ago and they have agreed to a
site. They have also agreed that If the test comes back that we can use it, they will consider
deeding the land over to us with a couple of stipulations. And now it is just a process of getting
the testing done to see if it has the potential to work and move forward. Chairman Casey inquired
how long we are looking at for this project. It has been going on since he has been here. Mr.
Potter stated that unfortunately, the process is working with two different agencies; the Division of
Water and the Department of Public Health. The regulations for both of them were probably made
in the fifties and not updated. Most of the stuif seems to be applicable to flat land areas, so it is
going to be a process. We will have to identify the areas we think are applicable, then approach
either/or to see what they will allow us to do in the area and if we can get any variances. It has
been a process and he is not sure how long it will take. It is one of those things where you are
trying to change a governmental agency's perception on how to do sewer in a region that is not
like the Lexington area. Mr. Sawyers stated that since it is an alternative sewer project, it makes
the process a little slower. Mr. Potter stated that we are trying to find available land and
resources. Chairman Casey confirmed there is not a lot of that up through there. Mr. Potter stated
that if we are going to do a perk type system or a drip type system, that falls under the purview of
the Department of Public Health. If we try to do a stream discharge, that puts you under the
Division of Water and having to meet their criteria and everyone is still kind of wary on what to do
with alternative system because conventionally we just don't have the land space in the area to
do anything. He has had meetings over the last three years with department heads of Division of
Water and Department of Public Health; they have been on site, done samples to try to prove that
the creek in the Majestic area has been impacted by ecoli. We are changing perception in our
region and it is going to be a process. This is not going to be a cut and dried easy project. It is
probably going to be a collage of different technologies and different approaches to get the whole
area and it is going to be rather expensive. Chairman Casey stated that he knew we are very
limited in & fot of the area with properties being right next to each other, but he would like to get
this going and see some progress on it. Mr. Latta stated that another issue is that we are having
someone to donate us land and we have to work around each mining plan and with the mining
industry haing a whole bunch of shifting about how people approach them. The company has
graciously agreed to the promising site and if it works for us, that will be a good thing as well. Mr.
Potter stated that we will keep on it and not give up, but it has been a process. Mr. Latta stated
that we are now jumping through the hurdles but this will benefit other areas with the Division of
Water and the people to get used to this type of process. Mr. Potter stated that hopefully this will
be a model for other areas similar in nature to Mountain Water District’s geography here in Pike
County. There is not a good answer for a mountainous area of how to deal with sewer.



Update by Tim Campoy, Environmental Design Consultants

Cabin Knoll/Scott Fork DOT Relocation Project -

Mr. Campoy stated that this is a new bridge project at Meta by the DOT. On April 22, G & W got
them the final shop drawings which are approved and back to them. They indicated that this week
they would be ordering their materials for the project. They are looking at 3 to 4 weeks of them
having everything in and actually starting with construction on-the water line relocation.

KY 610 — Virgie Bridge DOT Relocation Project —

Mr. Campoy stated that this is also a new bridge project and relocation of both water and sewer
lines. There were two sets of plans prepared for the Division of Water; one for the water
relocation and the other for sewer. Those are completed and in to the Division of Water and it has
been confirmed that they have them and are in review. In the meantime, the engineer is working
on the bid documents for that job. Mr. Sawyers stated that they also got their agreement back
regarding this project from the DOT and he will provide Mr. Campoy a copy for his files.

Update by Stephen Caudill, Bell Engineering

Deskins Curve Line Relocation

Mr. Caudill stated that this project is a DOT Relocation Project and is split into two parts; the line
part and the tank part. Bids for both parts were opened last month. Bids for the line portion of the
work were opened at the MWD office on March 25%. Six bids were received and interest was very
high on the project. The low bid was submitted by H2Q Construction of Pikeville, Ky. in the
amount of $514,026.00. They have been in business since 2001 and have done many similar
projects. After the bid opening the bids were reviewed, mathematically checked and tabulated
and a copy of the recommendation for award letier should be in your packet. After the hid
opening, the KYTC requested that H20 temporarily relocate a portion of the water line at the
Deskins Curve in order fo facilitate removal of a slide that was impacting the road. KYTC would
like to pay H20 for this work by a change order to this contract in the amount of $25,100. Both
the original contract amount and change order is just a pass through to the District. This is money
that is actuaily being provided by the KYTC. They have discussed this project with H20
Construction and EDC believes that they will construct both the contract as bid and the change
order as outlined and would recommend that the Board award the project to H20 Construction.
Chairman Casey requested a motion to approve the award of the Deskins Curve DOT Line
Relocation portion of the project to the low bidder, H20 Construction. Commissioner Hurley made
the motion. Commissioner Blackburn seconded the motion. Commissioner voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner AdKins Aye
Commissioner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-04-009

Mr. Caudill continued and stated that with regard to the tank portion of the project, bids were also
opened at the MWD office on March 25%. Only one bid was received from Kentucky Glass Lined
Tank Systems of Lexington, Ky. in the amount of $421,720.08. That bid has also been reviewed,
mathematically checked and tabulated and a copy of the recommendation letter for award has
been provided. Kentucky Glass Lined Tank has been in business since 1986 and has done many
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similar projects to this. They have discussed the project with them and believe that they will do
well on the project also. Mr. Stratton inquired if that was within the engineer's estimate on what
that should cost. Mr. Caudill stated that it was about $15,000 over but was within a couple of
percentage points. Chairman Casey requested a motion to approve the award of the tank portion
of the Deskins Curve Project to the low bidder, Kentucky Glass Lined Tank. Commissioner
Adkins made the motion. Commissioner Friend seconded the motion. Commissioner voting as

follows:
Commissicner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye
Commissioner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-04-010

Mr. Sawyers stated that he had the utility relocation agreement for the Marshall's Branch Project
that the Board, pending Mr. Stratton’s review, needs to approve. Chairman Casey requested a
motion to approve the Marshall's Branch DOT Relocation Project agreement with the Department
of Transportation based upon legal counsel recommendation. Commissioner Blackburn made the
motion. Commissioner Friend seconded the motion. Commissioner voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye
Commissioner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-04-011

2, Marshall’s Branch DOT Relocation Project -
Mr. Caudill stated that the project design has been revised per comments received from the
KYTC and they have also reviewed and approved the contract for engineering services. They will
be revising the plans and circulating them. For final review, it is submitted to the Division of
Water.

Update by Summit Engineering — Jody Hunt, P.E. — on the following projects:

1. Awarded Projects:

* Douglas WWTP Upgrade Project — Mr. Hunt stated that they are in the advertisement
phase of this project. They just received approval from the Division of Water to go ahead
with the advertisement. They are currently coordinating with Mr. Stratton and the PSC for
that advertisement and Mr. Stratton will let them know what steps they need to take to
make that happen. Mr. Stratton stated that because this is a loan, we have fo get PSC



approval and we are in the middle of a rate application and trying to figure out the best
way to apply for that.

e Phelps/Freeburn WWTP Upgrades & Rehabilitation Project — Mr. Hunt stated that the

contractor is working on the final connection for the screen, the chlorination system, a -

sludge transfer pump station and the sludge press. Lately the contractor has been
working on replacing the sleeves for the fine bubblers on the plant. The contractor is stili
waiting for some key equipment that has been ordered for months now. His goal was to
finish up by the end of May. He is trying to make sure that happens. He has called the
vendors and raised cane with them trying to get their materials in. The engineer told the
contractor that he would inform the Board that he was still having trouble getting
materials in, but he is getting really close and is still shooting for having the project done
by the end of May. He has worked out there even through the rain when he could work
inside the plant building.

e Belfry/Pond Sewer Project Update — Mr. Hunt stated that this project coincides with the
Douglas Project. It is packaged together with the Douglas on the advertisement so as
soon as they get the clarification from Mr. Stratton they will get that in the paper.

» FEMA BPS Mitigation Project — Mr. Hunt stated that the plans are complete on this
project and they anticipate advertising for bid on this project this month and will
coordinate with Mr. Stratton to see what days he is avallable that we can have the bid
opening in his office for this project also.

e Various Short Line Extension Project — Magisterial District #2: - Mr. Hunt stated that the
contractor is complete with the main line project. He is starting the service connections
next week. They are in the process of getting sign-ups on the project. The contractor has
indicated that he is still waiting on delivery of his pump station and is calling and checking
on those this week.

Mr. Sawyers stated that with regard to the Douglas WW Project, Mr. Hunt and Mr. Poter attended
the KIA meeting and this project loan was approved at that meeting and a conditional
commitment letter has been received. He had mentioned to the Board about principal forgiveness
on some of these projects, but looking at the project it is based on ranking and this one didn’t
meet the ranking standard for principal forgiveness. We still get the loan at .75 percent and we
have a conditional commitment letter here ready for signature to accept the loan. He would
assume it wouid be upon Mr. Spears and Mr. Stratton’s review and approval. Mr. Stratton stated
that the only condition we have is PSC approval. He will follow up on that. Chairman Casey
requested a motion to approve the conditional commitment agreement with KIA for the loan for
the Douglas WWTP Upgrades Project upon Mr. Spears’ and Mr. Stratton’s review and approval.
Commissioner Blackburn made the motion. Commissioner Friend seconded the motion.
Commissioner voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye
Commissioner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-04-012
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PROJECT DRAWS:

Chairman Casey requested a motion to pay the draws as presented contingent upon funding
agency approval. Commissioner Adkins made the motion. Commissioner Friend seconded the
motion.

PHELPS FREEBURN WWTP UPGRADE PROJECT

H20 Construction Coal Severance Funds $ 116,347.79
$116,347.79 Contract Construction '

Summit Engineering Coal Severance Funds $ 7,316.78
$7,316.78 Engineering Services

DOUGLAS WWTP UPGRADES PROJECT
Summit Engineering Coal Severance Funds $ 8,927.62
$8,027.62 Engineering Services

VIRGIE BRIDGE DOT RELOCATION PROJCT
EDC, Inc. ' DOT Funds $ 10,388.20
$10,388.20 Engineering Services

DESKINS CURVE DOT RELOCATION PROJECT

Bell Engineering . DOT Funds $ 8,149.00
$8,149.00 Engineering Services

Bell Engineering DOT Funds $ 4,672.50
$4,672.50 Engineering Services

H20 Construction DOT Funds $ 22,590.00
$22,590.00 Contract Construction

Commissioner voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye
Commissioner Biackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-04-013

11



Mr. Potter stated that with regard to the Douglas Project, they want to go ahead and get the ad ( ,n\!
process going so we can be further along with the pending review if you accept to do that. He - (
thinks he has an ad ready and DOW has approved it for the technology. Chairman Casey
requested a motion to approve to advertise for bid for the Douglas WWTP Upgrades and Belfry

Pond Sewer Project pending review. Commissioner Blackburn made the motion. Commissioner

Hurley seconded the motion. Commissioner voting as follows: '

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye
Commissioner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-04-014

Mr. Hunt stated that he also needed approval to bid the FEMA Mitigation Project as well.
Chairman Casey requested a motion to approve to advertise for bid the FEMA Mitigation
Project. Commissioner Hurley made the motion. Commissioner Blackburn seconded the motion.
Commissioner voting as follows:

Commissioner Friend Aye

Commissioner Casey Aye

Commissioner Adkins Aye

Commissioner Blackburn Aye -
Commissioner Hurley Aye { N

Upon Commissioner voting, the motion was carried and passed. R
Resolution No. 15-04-015

MANAGER / ADMINISTRATOR REPORT

1. Winter Storm/Flood Update — Mr. Potter stated they were contacted by Doug Tackett about 2
weeks ago that FEMA is adding April 2-19% in the declarations for the flooding. Mrs. Olson went
through and prepared damages during that time. There were several crossings that were washed
out in the Big Creek area. He has those temporaried right now. We are going to put those back
together to get back to normal operations. We are in the neighborhood of about $120,000 for all
three scenarios. That includes plant issues, lines out, plant preduction down time, chemical usage
and those kinds of things. He has talked to the Deputy Judge and the Judge yesterday and he
still hasn't heard anything about the declaration...Mr. Morris stated that FEMA was in yesterday
and went around the county looking and hopefully we will hear more about it soon. Mr. Potter
stated that so far that is what it is, and it is not all of the permanent replacement that has been
done. If they do an award then we can go through and start and that permanent replacement
number will go up. Some of these things he will have to go ahead...if FEMA don't declare, he will
have to get us back in normal operations and that will probably hit on the O & M or R & M. We
have to get back to standard operations. We are trying to hold a little bit to see what they are
going to do but he needs to proceed in case other issues happen he can move water different )
directions and get it back to normal operations. Mr. Stratton inquired what he said was the total ;
again. Mr. Potter stated it is about $120,000. The first event was about $85,000 - $88,000 range.
And the others came up to about $35,000. We have had some issues with power that has caused
some damages at the water plant. He has to replace a PLC rack. AEP has also had issues with
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slides taking out power poles and those types of things and we are still assessing some of those
issues. He will try to put what he can on that, if not it will have to go on R & M. We had a phasing
situation at the water plant where we lost a leg of power that came in and out. We lost some
motors, some programmable logic control racks. There is not a lot we can do about that. He has
asked Mr. Sawyers to make a claim with AEP after he gets the final dollar amount of those
issues, and we'll see how that goes.

We'did our regular sampling and did the sampling on the relocation and assisted getting the
water shut down at Deskins Curve to get that temporary so they could fix the road over there. It
should start pretty soon over there. He attended the water council meeting the other day. He and
Mr. Sawyers had made some issues and were talking to some of the other attendees at Big
Sandy ADD regarding the process of prioritization. It is skewed in favor of smaller entities that
seem to get high priority ranking. They briefly discussed it at the meeting before this one how that
process needs to be streamlined and the new Judge in Floyd County, Ben Hale, set a committee
and put him, Prestonsburg’s Mayor, a representative from Prestonsburg water works and a

. couple of other people to review the process with KIA and BSADD to try to make it a little more
fair and see what we need to do on the priority process to make it more across the board for all
entities. So he will be doing that on their behalf. The truck that we ordered to replace the one that
was totaled should be in by the end of the month.

2. Nexcheck On-Line and Phone Payments - Mr. Sawyers stated that they are going to table this
issue for now and bring it up next month.

3. Williamson Wastewater Contract Update ~ Mr. Sawyers stated that we still haven't gotten the
contract signed yet and we are still trying to clarify some issues with regard to billing there.

4. Wildwood Lane Extension Update — Mr. Sawyers stated that we are basically doing a short line
extension for Magistrate Bobby Varney. We are awaiting some quotes with regards to directional
drilling and have to submit a right of way easement to be approved. This is located at the Stone
Lodge on US 119. Mr. Potter stated that he has gotten a quote the other day. He will try to
contact someone else, but there are not a lot of directional drillers around here. They are backed
up due to the flooding but we will get it in as soon as we can.

5. Pompey/Ridgeline Road AML MOA - Mr. Sawyers stated that Mr. Meade already made his
presentation. Once again, we appreciate them for their work.

Chairman Casey requested a motion to approve the Manager/Administrator Report as presented.
Commissioner Blackburn made the motion. Commissioner Adkins seconded the motion. Commissioner
voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye
Commissioner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-04-016
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NEW BUSINESS

1.

Southern Corrosion Contract - Town Mountain Tank

Mr. Stratton stated that the Southern Corrosion Contract Amendment is still in negotiations and
we had previously entered info a contract with them to paint and perferm maintenance on all of
our tanks. Because of cash flow {ssues we had to agree with them to postpone that. What they
have asked for is to do one tank and continue on with that. What we have agreed to do is to
propose to the Board for approval of them to do Town Mountain tank, which is a very visible tank,
and we would pay them the price of repairing that tank over a time period of about 90 days. He
doesn’'t have the exact price but it was in the original contract. It was 1/3™ of the work at the start
of the work, 1/3rd in 30 days and the balance 30 thereafter. Commissioner Blackburn inquired
how many they had done already. Chairman Casey stated that they have done several
throughout the county. Mr. Sawyers stated that he believes they had done approximately 12. Mr.
Spears stated that we had a repair and maintenance grant that we used for two years of the
contract. Commissioner Blackburn inquired what the price of the work was. Mr. Stratton stated
that it was in the original contract. They priced everything by tank and had a schedule. Mr.
Sawyers stated that the thinks it was around $50,000. Mr. Stratton stated that they didn’t change
the price from the orlginal quote that is about three years ago. Commissioner Blackburn inquired
if that was all exterior work. Chairman Casey stated that it was inside and outside. Commissioner
Hurley inquired if that was just for one tank. Mr. Stratton stated that it is for the big tank on Town
Mountain Road. Mr. Sawyers inquired if they stated that in the details of the contract; we need to
make sure. Mr. Stratton stated that he would. It says that it is subject to the terms of the original
agreement. Mr. Sawyers stated that we need to confirm that they are going to do interior and
exterior on that. Mr. Stratton stated that he would. This is one tank out of the original contract and
letting them do that during this pause in the work due to our cash flow issues. Mr. Potter stated
that basically they evaluate the tank and some tanks just needed an exterior painting and some
needed interior painting. They did an evaluation and looked inside. One year you may do 6
exterior and two interior tanks and then you might have seven tanks that need wash
out/cleanouts but not interior painting. Commissioner Hurley inquired if that was an all steel tank
and if they sand blast and paint. Mr. Sawyers confirmed that. Nancy Tayior inquired if that was a
glass lined tank. Mr. Potter stated that Town Mountain is not. It is steel. Commissioner Hurley
inquired how long a glass lined tank is good for. Mr. Potter stated "a long, long time”. That is why
he worked with Steve Caudill to try to ensure that the Board got a glass lined tank for
replacement at Deskins Curve. There is virtually no maintenance on a glass lined tank. The life

"expectancy is much longer. Steel tanks, like anything metal, needs maintenance. Glass lined is

the way to go if you can afford it. The price has dropped on glass lined and the price of steel has
gone up which makes them competitive now, but it didn’t used to be that way. Commissioner
Hurley inquired if we had looked at any liners for them. Mr. Potter stated that he has but the retro
fit on them would be quite expensive. He has seen limited success with some but it depends on
who you talk to and they all say their product is the best. The Board now has three glass lined
tanks in the system and Deskins will be the fourth. Chairman Casey requested a motion to
approve the work on the Town Mountain tank. Commissioner Adkins made the motion.
Commissicner Friend seconded the motion. Commissioner voting as follows:

Commissioner Friend Aye
"Commissioner Casey Aye
Commissioner Adkins Aye
Commissioner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-04-017
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2. Legallssues
Executive Session to Discuss Outstanding Litigation and Potential Litigation -

1. Negotiations with Attorney General's Office Concerning PSC Rate Case

Chairman Casey requested a motion to go into Executive Session to discuss outstanding litigation and
potential litigation as listed on the agenda. Mr. Stratton stated that he requested that Mike Spears, Roy
Sawyers and Jack Hughes remain for the session. Commissioner Blackburn made the motion.
Commissioner Adkins seconded the motion. Commissioner voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye
Commissioner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution No. 15-04-18

Chairman Casey requested a motion to reconvene regular session. Commissioner Friend made the
motion. Commissicner Adkins seconded the motion. Commissioner voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye
Commissioner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner vating, the motion was carried and passed.
Resolution No. 15-04-019

Chairman Casey stated that in executive session they gave a directive from the Board to their three
professional negoetiators to continue the negetiations with the parties necessary with regard to the rate
increase case.

COMMISSIONER COMMENTS

None.

ADJOURN MEETING

Chairman Casey requested a motion to adjourn the meeting. Commissioner Adkins made the motion.
Commissioner Hurley seconded the motion. Commissioner voting as follows:

Commissioner Friend Aye
Commissioner Casey Aye
Commissioner Adkins Aye
Commissioner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.

15



Resolution No. 15-04-020

16

(Y

(~\W



MOUNTAIN WATERDISTRICT
BOARD OF COMMISSIONERS REGULAR MEETING

May 27, 2015
10:00 AM

ATTENDEES

Julia Roberts, Appalachian News Express
Jody Hunt, Summit Engineering, Inc.

CIiff Latta, Vaughn & Melton

Stephen Caudill, Bell Engineering

Tim Campoy, EDC, Inc.

Mike Spears, Spears Management

Dan Stratton, Stratton Law Firm

Roy Sawyers, Mountain Water District Administrator
Grondall Potter, Manager, UMG

Kevin Lowe, Office/Finance Manager, UMG
Carrie Hatfield, Financial Administrator, MWD

CALL TO ORDER AGENDA ITEM |

The Mountain Water District Board of Commissioners Regular Meeting was held on Wednesday, May
27th, 2015 at 10:00 a.m.

Commissioners present for the meeting were as follows:

Commissioner Kelsey Friend, llI
Commissioner Prentis Adkins
Commissioner Ancie Casey
Commissioner Michae! Blackburn
Commissioner Eddie Hurley

VISITORS AGENDA ITEM Il

Chairman Casey inquired if there were any visitors who wished to speak. There were none.

APPROVAL OF MINUTES AGENDA ITEM Il

Chairman Casey requested a motion to approve the minutes of the regular meeting held on April 26th,
2015 as presented. Commissioner Adkins made the motion to approve the minutes as presented.
Commissioner Friend seconded the motion, Commissioner voting as follows:

Commissioner Casey Aye
Commissioner Friend Aye
‘Commissioner Adkins Aye
Commissioner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution 15-05-001



FINANCIAL REPORT — MIKE SPEARS, CPA AGENDA ITEM IV

Mr. Spears stated that for the month of April, cash in bank was $321,769. Accounts receivable was
$940,238. Plant in place was $138,950,391. Accounts payable at the end of the month was $1,334,924,
Equity position is $79,492,023. Revenues for the month were $693,218 and for the year is $2,931,009.
Utility Operating Expenses were $935,245 and $3,778,672 year to date. The loss for the month was
$273,676 and $974,373 vear to date. Included in the loss is depreciation of $271,779 and $1,087,117
year to date. The cutrent operating income is negative in the amount of $242,027. Cash decreased for
the month in the amount of $33,431. The current operating account balance is $45,098 as of the end of
April. We have made the appropriate transfers to the KIA and RD. Current balances are now $724,358
and $736,418 respectively. We have made the transfers to sinking fund for our bond payments as well.
Mr. Spears stated that he probably will not be in attendance far the June meeting but will give the
financial statements before he leaves. Mr. Spears stated that we have bond payments due June 1< and
we need to get those approved also. This is the reason we put $55,000 into the sinking fund each month
so that when these bond payments are due we have the money to pay them.

Chairman Casey inquired if there were any other questions regarding the financial report. There were
none. He requested a motion to approve the financial report as presented and approve the payment of
the bond payments due June 1%, 2015. Commissioner Adkins made the motion. Commissioner Hurley
seconded the motion. Commissioner voting as follows:

Commissioner Casey Aye
Commissioner Friend Aye
Commissioner Adkins Aye
Commissicner Blackburn Aye
Commissioner Hurley Aye

Upon Commissioner voting, the motion was carried and passed.
Resolution 15-05-002

PAYMENT OF BILLS AGENDA ITEM V _,

Mr. Lowe distributed copies of the AP report, the Cash in Bank report and the vendor payment list to the
Commissioners. Chairman Casey requested a motion fo pay the bills as presented and reviewed in the
finance meeting upon availability of funds. Commissioner Hurley inquired who John Hughes is. Chairman
Casey stated that he was the attorney that was here and reported to the Board iast month with regard to
the rate increase request. Commissioner Hurley inquired if we are now four behind to UMG. Mrs. Hatfield
that we paid them one fast week that covered from March 16th through March 30t and they are looking to
pay another the first week of June. Chairperson Casey confirmed that as of right now we are four behind.
Mrs. Hatfield stated that as of right next Tuesday we will be four behind so we will actually be paying one
a few days after that. Mr. Spears stated that the way this works is that we pay the R & M and utilities and
we are reimbursed from UMG. If we are behind a payment, then they are behind a payment to us,
because they don't reimburse up until we pay them, which is understandable, but part of that is why the
cash flow gets out there and Mrs. Hatfield has to keep those vendors...Commissioner Hurley inquired if
out of that three hundred and some thousand that we pay UMG, part of that is maintenance and we get
back forty some thousand. Mrs. Hatfield stated that including both R & M and utilities it would be
anywhere from $140,000 to $150,000 per month that we get back from UMG. Mr. Spears stated that
$47,000 of R & M and the cost of utilities is reimbursed back to the District by UMG upon receipt of our
payment to them. We do this because if UMG paid the bills, we would be paying sales tax since they are
not an exempt organization and we are. We are not allowed to pay sales tax even if they pay it. We
couldn't pay them for that. He stated that utilities run about $85,000 to $100,000 per month and the R& M
is anywhere from $35,000 to $55,000 per month. Mr. Potter stated that we use nearly a million kilowatts
every month. Commissioner Hurley inquired how many grinder stations we rebuiit a month. Mr. Potter
stated that it is 50 to 70 per month. Commissioner Hurley inquired if the numbers had been run to see if
we would be better off just buying new ones because they have a 5 year warranty. Mr. Potter stated that
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