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W. Randall Jones

Rubin & Hays

Kentucky Home Trust Building
450 South Third Street
Louisville, KY 40202-1410

Dear Mr. Jones:

Commission Staff is in receipt of your letter dated December 18, 2006, in which you
advised the Commission that Case No. 2006-00535 was filed by Letcher County Water
and Sewer District (“Letcher”) pursuant to KRS 278.023 and that all documents required
under that statute were filed with the application and the application was therefore not
deficient.

Please be advised that Commission Staff carefully reviewed the application upon filing
by Letcher and concluded that the case did not meet the criteria for a 278.023 filing and
therefore should be processed as an application for the issuance or assumption of a
debt by a utility pursuant to KRS 278.300.

KRS 278.023 only applies to federally-funded constructions project untaken by, in this
case a water district. KRS 278.023 also requires the Commission to review the project
and the agreement between the utility and the federal agency. Commission Staff
interprets that provision to require a review of the construction plans and the financing
reqyi(rjements between the federal agency and the contracting utility within a thirty day
period.

In the present case the agreement and construction project was between the federal
agency and the city of Blackey. The city of Blackey is a municipal corporation and is not
subject to the Commission’s jurisdiction. Therefore, Blackey was not required to seek
the Commission’s approval of that project. However, the Commission has a
responsibility to investigate the purposes and uses of the proposed issue of
indebtedness for a jurisdictional utility pursuant to KRS 278.300 (3).
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Commission Staff is of the opinion that since the application is not a construction project
undertaken by Letcher and the Commission is not being asked to review that project,
but instead to approve the assumption of a debt by another utility, then the proper
statutory proceeding is pursuant to KRS 278.300.

Upon the filing of the required information Commission Staff will process this application
in a timely manner.




