
ATTORNEYS AT LAW 

Keiitucky Home Trust Building, 450 South Third Street, Louisville, Kentucky 40202- 1410 
Telephone (502) 569-7525 Telefiax (502) 569-7555 \vwi\~.ruhinhays.com 

C1-IARLES S AdUSSON 
W RANDALL JONES 
CHRISTIAN L JUCKETT 

December 5,2006 

Ms. Beth O’Donnell 
Executive Director 
Public Service Commission 
P.O. Box 615 
Frankfort, Kentucky 40602 

Re: Letcher County Water and Sewer District - Public Service Corn-ission Application 
Pursuant to KRS 278.023 - assumption of securities 

Dear Ms. O’Donnell: 

Enclosed please find the original and ten (1 0) copies of the Application of the Letcher County 
Water and Sewer District for an Order approving the assumption of certain outstanding securities 
of the City of Blacltey pursuant to KRS 278.023. 

If you need any additional information or documentation, please let us know. 

Sincerely, 

Rubin & Hays 

W : j l m  
Enclosures 
cc: Distribution List 



DISTRIBUTION LIST 
Account No. 61 1.0000 

Re: Letcher County Water and Sewer District Assumption of City of Blackey Water 
System Revenue Bonds of 1997 

Mr. Kenneth H. Slone 
State Director 
Rural Development 
771 Corporate Drive, Suite 200 
Lexington, Kentucky 405 03 -5477 

Mr. Barry Turner 
Rural Development 
95 South Laurel Road, Suite A 
London, Kentucky 40744 

Mr. Jim Tolliver 
Letcher County Water and Sewer District 
P.O. Box 827 
Whitesburg, Kentucky 4 1858 

W. Randall Jones, Esq. 
Rubin & Hays 
Kentucky Home Trust Building 
450 South Third Street 
Louisville, Kentucky 40202 

Telephone: (859) 224-7336 
Fax: (859) 224-7425 

Telephone: (606) 864-2 172 
Fax: (606) 878-77 17 

Telephone: (606) 633-2129 

Telephone: (502) 569-7525 
Fax: (502) 569-7555 
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In the Matter of 

COMMONWEALTH OF KENTIJCKY 

BEFORF, THE PUBLIC SERVICE COMMISSION 

P23-IC SERVICE 
Gd, i!i, I sr I ss ION 

d 

THE APPLICATION OF LETCHER COUNTY WATER ) 
AND SEWER DISTRICT FOR AUTHORIZATION TO ) Case No. 
ASSUME CERTAIN OUTSTANDING INDEBTEDNESS ) 
OF THE CITY OF RLACKEY PIJRSIJANT TO KRS 278.023 ) 

A P P L I C A T I O N  

This Application of the Letcher County Water and Sewer District ("Applicant") of Letcher 
County, Kentucky, respectfidly shows: 

1. That Applicant is a water and sewer district of Letcher County, Kentucky, created 
and existing under and by virtue of Chapter 74 of the Kentucky Revised Statutes. 

2. That the post office address of Applicant is: 

Letcher County Water and Sewer District 
c/o Mr. Don Profitt, Chairman 
P.O. Box 827 
Whitesburg, Kentucky 41858 

3 .  That Applicant, pursuant to the provisions of KRS 278.023 and 278.300, seeks an 
Order approving the assumption by the Applicant of certain outstanding indebtedness of the City 
of Blackey, Kentucky (the "City") relating to the City's water system. 

4. That the Applicant is in the process of acquiring the water treatment and distribution 
system of the City, and as part of such acquisition, it is necessary for the Applicant to assume the 
outstanding City of Blackey Water Revenue Bonds, Series 1998, dated June 10,1998, in the original 
principal amount of $SO7,000 (the "Blackey Bonds"), which Blackey Bonds are currently held by 
the U.S. Department of Agriculture, acting through Rural Development ("RD"). 

5. That RD has issued it's Letter of Conditions, dated November 2,2006, outlining the 
conditions that Applicant must meet in order to obtain RD's approval of the assumption of the 
Blackey Bonds (a copy of said Letter of Conditions is attached hereto). 

6.  That Applicant files herewith the following Exhibits pursuant to 807 KAR 5:069 in 
support of this Application: 
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EXHIBIT A. Copy of RD Letter of Conditions. 

Copy of RD Letter of Concurrence in Bid Award (not applicable). 

Certified statement from the Chairman of Applicant (not applicable). 

Engineering Reports (not applicable). 

7. That Applicant will not revise it's rates and charges in connection with the 
assumption of the Blackey Bonds. 

8. That the foregoing constitutes the documents necessary to obtain the approval of the 
Kentucky Public Service Commission in accordance with Section 278.023 of the Kentucky Revised 
Statutes and in accordance with the Filing Requirements specified in 807 KAR 5:069. 

WHEREFORE, Applicant, the Letcher County Water and Sewer District, asks that the Public 
Service Commission of the Commonwealth of Kentucky grant to Applicant an Order authorizing 
the assumption by the Applicant of the Blackey Bonds. 

Letcher County Water and Sewer District 

By: 

Board of Water &mmissioners 

u W. Randall $ones, Esq. 
Rubin & Hays 
Counsel for Applicant 
Kentucky Home Trust Building 
450 South Third Street 
Louisville, Kentucky 40202 
(502) 569-7525 



COMMONWEALTH OF KENTUCKY ) 

COLJNTY OF LETCHER ) 
) ss: 

The undersigned, Don Profitt, being duly sworn, deposes and states that he is the Chairman 
of the Board of Commissioners of the Letcher County Water and Sewer District, Applicant, in the 
above proceedings; that he has read the foregoing Application and has noted the contents thereof; 
that the same is true of his own knowledge, except as to matters which are therein stated on 
information or belief, and as to those matters, he believes same to be true. 

IN TESTIMONY WHEREOF, witness the signature of the undersigned on this December 
4 , 2 0 0 6 .  

L,etcher Countwater  and Sewer District 

Subscribed and sworn to before me by Don Profitt, Chairman ofthe Board ofcommissioners 
of the Letcher County Water d, 2006. 

My Commission expires: 

In and for said Chunty and State 

d 
d 





United States Department of Agriculture 
Rurai Development 
Kentucky State Office 

Novernbcr 2,2005 

Dear Mr. Pmiitt: 

'I'his letter establishes conditiolis that must be understood and 
consideration may be givcn to e assumptioil, by the 1,etcher Water and Sewer District 
(LC'WSD), of the loan of the City of Blackey, Any changes i 
significant chaiigcs in the project or applicant must be reported to and approved by lJSDA Rural 
Development, by written aniendineiit to this letter. Aiy changes not approved by Rural 
Developinem shall be cause for discontinuing processing o f  the assumption, It should also hc 
understood that Rural Development is unchr no obligation to pro~ide additional funds. 

ed lo by you before firther 

and return the attached Forni RD 1942-46, "Letter of2ntent lo hket  
u desire that fiirtl consideration be givw io your request to assunic this loan. 

Thc "1,ctt:r of ftitent to Meet Conditions" inust be executed within three weeks ii-om the date of 
this letier or it becomes invalid tmless il time extension is granted by Rural Devefopmcnt. 

If the conditions set forth in this letter are nal met within 120 days from the date hcrcof, Rural 
Dcveiopinent resemes the right to discoritinm the processing of the assumption. 

hi sibwing Forni RD 1942-46, "Letter of Inlent to Meet Conditions," you are a 
complete the following as cxpeditioitsly as possible: 

I ,  Grant Agrcemcnl: 

Thc K W S D  will be required to provide a written agreement lo coniply with the 
conditions ofthe prior grant agrcemcnt of the Ciry 

2. - Drug-Free Work Place: 

The LCWSL) will be rcyuircd to execute Fonn AD- 1049: "Certificatiun Regarding Drug- 
Free Workplace Requirements (Chants) hlteniative I - For Grantees Othcr Than 
individuals.'' 

3. Repayment Period: 

The outstanding loaii of the City Blackcy will be transferred to the LCWSD at the 
existing rates arid terms. 

771 Corp 
Phone: p) 224-7300 Fax' (859) //w\nr, rurdev,usda govlky 

ramrnilted LO the? future of rural comrnuni:ics 

Dyer  and lender " 
To file a mmplaint of Whitten Buildirig. 14'" and 

lndepend voir& or TIYD) 
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4.. 

5. 

6.  

7 .  

8. 

9, 

The requirements for ftinding oC the Depreciation Reserve Accounts will be tinchaiiged. 
If any Depreciation Reserve Accounts are under funded, they will be funded to tlic 
required ~.motints as soon as funds are available. 

-- Security Requirements: 

Security will remain the same as pledged on tlie origindl h i d  Ordinance. The 1,CWSI) 
will re-affirm the pledge of gross water revenue &om the nner Rlackey Water System. 
liSDA Rural Development will maintain a statutory lien on nll revenue fj-om this system. 

The LC'lVSD will hc legally organized under applicabfc KRS, wliich will pcimit them tu 
pcsfonn this service, boi~ow and repay nmzey. 

Tlic ldCbrSD will be required to operate the system under a well-established set of 
resolutions, ~ules and regulations. A budget aiust be cs~ahlished arixiually and adopted by 
the District afler review by Rural Ilevefopment. At xi0 later than Che date of the 
assumption, tlie District will be required to furnish a priar approved n~aiiagc;rrieni. p h i  to 
include, as a tnininium, provisions for management, mainlenaiice, meter reading, 
miscellaneous services, hilling, collecting, bookkeeping, rriak-ing atid delivering recluircd 
reports and audits. 

Accounts, Records axid Audits: 

The LCWSD will bc requjred to mainlain adequate records and accoiints and 

Instruction 1780 aiid 
budgets arid year-en rts (arulual audits) in ;tccordance with subsection 1 of 

Stnffhstniction 1780-4. a copy of which is enclosed. 

The eiicloscd audit booklet will be used tzs a guide for preparation nfautfjts. Aiiiiual 
audits and budgets will be s-iibnliitcd to Rural Development. 

Thc following insuraiice and bonding will be required: 

A. Adequate Liability and Property Dwnage lm.mnce including vehicular coverage, 
if 
si1 
engiiieer and/or insurance provider. 

le, must be obtained and maiiitaincd by thc I WSD. The I'listrict 
tain moiixits of coverage as rceoinmended b 

R. Worker's Compeixation - T1ic LCWSD will carry worker's compensation 
insuraxice for eniployees in accordatice with applicdde state laws. 
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C. Fidelity Boiid - The 1X:WSU will provide Fidelity Bond Co.cl.emge for dl persons 
who have access to finds. Coverage may be provided cithcr for all individual 
positions or persoxis, or through "blanket" coverage providing protectioii for all 

and/or officials. Tbc amount of coverage required for a11 

[I. Real Property Insurance - 'The LCWSD will obtain and maintain adequate fire and 
extended coverage on all structures iticluding major items o f  equipment or 
machinery located in the structures. Th veragc should be based on 
recommcndatians ubtah.I  by the Dist ey, cor1sullJng engineer 

except for the valtie of electrical aiid pumping equipment therein. 
provider. Subsurface lift stations do not have to be cowred 

E, Flood Insurance - 'T'lie LCWSD will obtain and maintain adequate coverage on 
imy facilities located in special flood and niudslide prrme areas. 

You should he aware of and will bc required to comply with othcr federal statute 
requirements incltrdirig but iiat limited to: 

A. Section 504 of tlic Keh;ibilitation A@ qf-1972: 

U iider Sect inn 504 abilitation Act or 1973, as aiiieiiderl(29 U S .  
794), 110 fiandicapp a1 hi the United States shall, solely by reas 
their Ixmdicap, be excluded fkom participarion in, be dcnied the benefits 
subjected to discrimination under any prograni or activiv receiving Rural 
[kvelopment fi nmcial assistance. 

13, Civil Rights Act of. 1964: 

All borrowers are su 
'Title VI of the Civil 
of Part 1901 of this 
compliance reviews 
the Act must contain the c;ovenant required by paragraph 1901 

This Act (42 I?.S.C:. 12 I O 1  et seq.) prohibits discrimination on thc basis of 
disability iii ernploynieiit, state and local govc~nme 
ti-aiisportatjon, public accommodations, facilities, a 
11 of the Act applies to facilities 
provicic services, progranis, and 
owned, leased, or operated by private entities that accommodate the public. 

et1 by state aiid local public entities th 
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I3. Ag? Discxiiniliation Act of 1975: 

11. 

12. 

13. 

14. 

15. 

16. 

This Act (42 1_I.S.C. 6101 et seq.) provides that no person in the 1Jn 
shall, 011 the basis ofage, be cxcluded from participatioii in, be den 
of, or be subjected to discrimination under any program or activity receiving 
federal Anatici a1 assistance. 

Rural Llevclopment financial programs rxiust he extended witl’taut regard to 1: 
religion, sex, iiatioiial origin, ma? tal status, age, or physical or iiicntd handicap. 

Closiiig Instructions: 

CoumA, our Regional At 
ion with this assumption. 

will be required to wri 
ions listed tlierein inu 

~ iiaiice with -__ Special Laws and Kctr;ulations: 

‘I’he I,CWSL> will he required to coiifo’atm tu czfiy and all statc and 1 
regulations affecting this type projcct. 

The LCWSD is remillcied that the treatment platit aidlor system operator must have an 
ertifimte issued by the State. 

l&fmauicing md Graduation Rcyuirenients: 

The 1,CWST) is rcininded that if at arty time it shall appear to thc Government that the 
District is able to refuwnce the amount ofthe RIJS indebtedness then outslanding, it1 

whole or in part, by obtaining a loan from cammercial sources at reasonable rates arid 
terms, upoil thc rqiicst of the Gowrtimeiit, the District will apply for and accept such 
loan in sufficient ainount. to repay the Government. 

In this assumption, Uie L , C  
Assuixption Agreement.” Iiig bond issue: 

195 1-1 5 ,  ‘*Community Programs 

City of Bjlackey Water Revenue Bond, Series 1998, 
Original aniount of $SO7,OOO @? 4.50% 

Rates and charges for Facilities and sewiccs reiidered by the L,CtxlSD 
adequate to meet cast of niaintaining, repairing and operating the water systcrns arid 
meeting required principal and interest payments and the required deposits to debt service 
and/or cieprecidiort reserve. 
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Water rates for all customers or  both the existing City of Rlackey system and the 
LCWSD system will he a l  least: 

First 2,000 galfons @ 22.00 - Minimum 13111. 
A11 Over 2,000 gallons @ 6.00 - per 1,000 gsllctlls. 

A. Form RD 400-4, "Assurance Ageemenl." 

E3. Form AD- 1047, "CertiEicatioti Regarding Debarment, Suspension, and Other 
Respoiisibility Mdit vered ?'ransaclion." 

C. Form RD 19 10-1 1, "Applicant Ceitification Fedem1 Coll 
Consumer or Commercial Debts." 

WSD will provide a cc cation they have 
1 am-geiicy rcspoiise plmz 

(ERP) as required by the Safe Drinkin 

11' yotr desire to proceecf with the assumption, the .kea Dirccror will allot a reasonable portion of 
time to provide guidance iii prmessing. 

Sincerely, 

cc: Arca Ilircctctr -- L,ondoii, Kentucky 
liusal Ueveloprncnt Manager ~ Hazard, Kentucky 
Kentucky River ADD - MaAard, Keiilucky 
R.ubin and Hays - Louisville 

eiitucky 




