
COMMONWEAL,TH OF I(ENTUCI<Y 

BEFORE THE PUBLIC SERVICE COMMISSION BUahlC s&R\IicE 

hi the Matter of: 

APPLJCATION OF SOUTH KENTUCKY RURAL, 1 
EL,ECTRIC COOPERATIVE CORPORATION 1 
FOR A CERTIFICATE OF CONVENIENCE AND ) 
NECESSITY TO CONSTRUCT A NEW 
HEADQUARTERS FACILITY IN SOMERSET, ) 
KENTUCKY ) 

) CASE NO. 2008-00371 

RESPONSES TO DATA RIEOUESTS FROM HEARING 

Comes South Kentucky Rural Electiic Cooperative Corporation, (“South I<eiituclty”) by 

counsel, and tenders herewith responses to data requests which were made upon it at the J ~ l y  7, 

2009 hearing of this matter. The itenis requested aiid responses thereto (by way of exhibit) are as 

follows: 

REQUEST NO. 1 : 
Pulaslti County Judicial Center and the Pulaslti County Public Library. 

Square footage, number of floors and nuiiiber of employees for the 

Response: See Exhibit 1 attached hereto. 

REOUEST NO. 2: 
CEO reports to meinbers. 

Annual ineetiiig notices, advertising, agenda, aiuiual report and 

Response: See Exhibit 2 attached hereto. 

REQUEST NO. 3 : Coiimiunications to members 011 the building project. 

Response: See Exhibit 3 attached hereto. 

REQUEST NO.& Net plant investments for calendar years 2007 aiid 2008. 

Response: See Exhibit 4 attached hereto. 

REQUEST NO. 5 : Property Valuation Administrator’s assessments for cui-rent 
properties. 

Response: See Exhibit 5 attached hereto. 
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REQUEST NO. 6: Appraisals for existing Somerset headquarters building and the 
cooperative farm 011 West Highway 80. 

Response: See Exhibit 6 attached hereto. 

REOUEST NO. 7: Citation for Red Flag Regulations. 

Response: See Exhibit 7 attached hereto. 

REOUEST NO. 8: Contract with D.W. Wilbuni, Inc. 

Response: See Exhibit 8 attached hereto. 

DARRFiL,L, L,. SAUNDERS, P.S.C. 
ATTORNEY AT LAW 
700 MASTER STWET 
P.O. BOX 1324 
CORBIN, KENTUCKY 40702 
TELJEPHONE: (606) 523-1370 
FAX NUMBER: (606) 523-1372 

ATTORNEY FOR SOUTH KENTUCKY RURAL 
ELECTRIC COOPERATIVE CORPORATION 

CERTIFICATE OF SERVICE 

I hereby certify that a true and correct copy of the above arid foregoing was this / 7- #v 
day of July, 2009, deposited in the regular United States mail, all postage prepaid and addressed 

for delivery to Mr. Quaiig D. Nguyen, Staff Attorney, Public Service Commission, 21 1 Sower 

Blvd., P.O. Box 615, Frankfort, KY 40602-061s. 

Original to: Public Service Coinmission, 21 1 Sower Blvd., P.O. Box 615, Frankfort, ICY 

40602-06 15. 

ATTORNEY FOR SOUTH KENTUCKY RURAL 
EL,ECTRIC COOPERATIVE CORPORATION 
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8 July 2009 

Allen Anderson 
South Kentucky RECC 
925-929 North Main Street 
Somerset, KY 42503 

Re: New Pulaski County Judicial Center 
Somerset, Kentucky 

Dear Mr. Anderson, 

Per your request, the new 83,000 square, foot Judicial Center referenced above is four (4) stories 
including the basement. It will employ 80-100 people. 

Please let me know if I can be of any further assistance. 

Sincerely, 

Dennis Bopp 

B E N N E T T  R O S S E R  I N T E R N A T I O N A L  
A R C H I T E C T U R E  E N G I N E E R I N G  I N T E R I O R S  * P L A N N I N G  P R O G R A M  M A N A G E M E N T  
8 3 6  E U C L I D  A V E . ,  S U I T E  101 L E X I N G T O N ,  K Y  40502 T E L  859.335-3600 F A X  859-335-3601 



08 09 03:38p Mccllarey And Savage 5135278681. exblb;t i 

MCCLOREY & SAVAGE 8 ARCHITECTS * LTD, 

9-L 

5757 Marlemont Ave. Suits 101 e Cincinnati, Ohlo 45227-4216 a Telephone (513) 527-8640 fax (51 3) 527-8681 

July 8,2009 

W. Allen Anderson 
South Kentucky IECC 
925 - 929 North Main Street 
Somerset, KY 42501 

Re: Pulaski County Public Library 

Dear h4r. Anderson, 

Per your request, the 45,750 square foot Pulaski County Public Library BuiIding is three stories 
(including the basement) and currently employs 33 people. 

Please let me know if I can be of fuaher assistance. 

Sincerely, 
McClorey & Savage Architects, LTD 

Robin J. Savage, Partner 
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pening Act: 



South Kentucky RECC wants to invite all its friends to the annual meeting on Thursday 

June 4, at the co-op farm on West Highway 80 in Pulaski County. Registration begins at 

4 p.m. and there’ll be free buckets of light bulbs for registering members, prizes for all 

ages, and best of all, Carl Hurley will be taking center stage. (Carl Hurley “It’s a 

thermos.. . chili and iced tea’’ 

South Kentucky RECC’s annual meeting, June 4, at the co-op farm. (Laughter fades) All 

offices will be closed that day. 



A Touchstone Energy‘Cmoperative &z) 
Allen Anderson. Head Coach & CEO 

925-929 North Main Sneer 
Post Office Box 910 

Somerset, KY 4250209 10 
Telephone 6066784121 

Toll Free 800-264-5 I12 
Fax 6066794279 

~ ~ . S l U . C C C . C  om 

For Immediate Release 
May 20,2009 

For More Information, contact: 
Joy Bullock 

It will be sure to “tickle your funny bone” with Carl Hurley, “America’s Fumiest Professor”, taking 
center stage at the 7 1 st Annual Meeting of South Kentucky Rural Electric Cooperative Cooperation to 
be held Thursday, June 4th at the co-op farm on West Hwy. 80 in Pulaski County. 

The event will include a host of informative and educational exhibits for South Kentucky R.ECC 
members to visit, including health booths, civic organizations, local industry and businesses; and 
many others. For the children’s entertainment, there will be free rides, tattooing, and prizes. This 
year’s opening act will be gospel singer Jason Catron. 

Registration for members will begin at 4 p.m. with the opening act scheduled to perform at 6. 

The primary purpose for the Annual Meeting is the business meeting, which starts around 7 p.m. The 
cooperative’s bylaws provide that each year there shall be an Annual Membership Meeting for the 
election of directors and for reports from SKRECC officers and leadership. The following Directors 
have been presented by the nominating committee for re-election. They are: John Pmitt, District 1, 
and Bill Shearer, District 5. 

South KY RECC will also recognize the Washington Rural Electric Youth Tour recipients and the 12 
$1,000 senior scholarship winners. 

There will be prizes for adults and children, including televisions, digital cameras and a computer. 

For more information about the 71st SWECC Annual meeting, call 606-451-4137. All South 
Kentucky REXC offices will be closed that day. 

Albany 606-387-6476 Monticello 606-348-6771 Russell Springs 270-866-3439 Whitley City 606-376-5997 



Amy Acton 

From: Dallas Hopkins 

Sent: 

To : Amy Acton 

Subject: RE: Voice Mail 

Thursday, July 09, 2009 8 5 4  AM 

We called 13,330 members. The members we called were only inside the Somerset services area. If we called 
members outside this area, SKRECC would incur long distance charges. 

Here is the text. 

Hello, this is South Kentucky RECC calling to  invite you and your family to  attend the 2009 annual meeting 
Thursday June 4 a t  the coop farm on west Highway 80. Registration begins a t  4:OO pm with all registering 
members receiving a free bucket, compact fluorescent light bulbs and information about the coop. Carl Hurly 
America’s funniest professor is the feature entertainment. For more information call the annual meeting 
hotline 606-451-4137. 

7/9/2009 



4:OO p.m. Member Registration 

6:OO p.m. Entertainment -- Gospel Singer: Jason Catron 

7:OO p.m. Welcome Members and Guests - CEO Allen Anderson 
Presentation of Colors - SKRECC Employee Linemen 
(Please stand  for the National Anthem) 
National Anthem - Jason Catron 
Invocation - Charles Gore, Directar-District2 -Vice-chairman 
Introduction of SKRECC's Board of Directors - CEO Allen Anderson 
Introduction of the Moderator of the Business Meeting - CEO Allen Anderson 
Business Meeting begins -Darrell Saunders, Co-op Attorney 

Moderator declares a quorum present. 
0 Reads official notice and proof of mailing. 

June 4,2009 

- 
* Reads minutes of 2008 Annual Meeting, or hears motion to dispense with reading of the minutes. 
0 Presents financial report. 
* Reads Nominating Committee Report of nominations of Directors in Districts 1 and 5. 

Adjourn Bus$ess Meeting-DaFell Saunders, Co-op Attorney 
c. >.. 

t 8 n  $Special fhiestk 9- G 
n Sh&ets, President, gentuc ctric Cooperatives 

Rnh Marshall. PresidentCEO. East'Fentiiph Pnwer Cnnnetative 

- 

2009 Washington Youth Tour Winner Recognition 

Prize Drawings* - Dennis Cannon "You must be present to win. 

Featured Entertainment - Humorist/Camedian Carl Hurley 

Children's Entertainment'-- children's rides and face painting 
(this will be taking place on the meeting grounds throughout the 
evening) 





‘‘Brothers and sisters, I want to tell you this, 
The greatest thing on earth is to have the 

ning, and the co-op started with only 5.59 members, most 
of which just used electricity for lighting. 

Todav, the co-OD has grown to serve 66,249 members 
love of God in your heart, and the next 

greatest thing is to have electricity in your 
house.)’ 

-Farmer giving witness in a rural Tennessee church in 
the early 1940s (Excerpt from the book The Next Greatest 
Thing by the National Rural Electric Cooperative Associa- 
tion). 

South Kentucky RECC has been providing the “next 
greatest thing” since October 8, 1938, when 10 area farm- 
ers met at the county agent’s office in Monticello, Kentucky, 
to bring electricity to rural south-central Kentucky. For 70 
years, South Kentucky RECC has provided electricity to its 
members at a competitive rate and with exceptional ser- 
vice. 

As we present the 2008 annual report to our member- 
ship, we look back, as well as to the present, to see what a 
huge difference 70 years can make and how the co-op has 
maintained the values it held so dear when it started in 
1938-doing its best for its friends and neighbors. 

Then and Now: Our Membership 

After that group of farmers met to start South Ken- 
tucky RECC, membership drives were held in Wayne, Clin- 
ton, Pulaski, Russell, and McCreary counties, and inembers 
were recruited. Eight inonths later on June 10, 1939, the 
project, having been deemed feasible, was granted a loan 
by the Rural Electrification Administration started under 
President Franklin Roosevelt. Engineers were then em- 
ployed and lines were built. 

Lines were energized for the first time on January 23, 
1940. Because of the war, growth was slow in the begin- 

in parts of 11 Kentucky an8 two Tennessee counties. 
The electric load has also grown with electricity now 

considered a necessity rather than a luxury as it was 70 
years ago. Used today for more than just lights, electricity 
keeps our appliances, televisions, computers, heating and 
cooling equipment, and many, many other things running. 
Most of our members have never known a life without elec- 
tricity. 

While growth overall has slowed tremendously, this re- 
port shows that the co-op gained nearly 4,000 members last 
year. The major contributor to the co-op’s growth was the 
purchase of the Monticello Electric Plant Board (MEPB), 
which was completed at the end of 2007 and took effect in 
2008. 

In 2003, MEPBs contract with their power provider, 
Tennessee Valley Authority, allowed for an option for utili- 
ties to discontinue service with them. The Monticello Elec- 
tric Plant Board decided the time was right to look else- 
where, and South Kentucky RECC, being a local provider 
of electricity, made them a proposal to purchase the facil- 
ity and to provide power as well as all the other available 
services that SKRECC provides to its members. The year 
2007 saw MEPB and Monticello’s City Council vote unani- 
mously in favor of the sale. In November, then, it was on 
the ballot, and the citizens of Monticello voted to allow the 
sale by a large margin, making Monticello the second town 
in the co-op’s service territory to be served by SKRECC 
(Albany is also served by the co-op). 

Then and Now: Our Services 

When South Kentucky RECC first started, the only 
service it could offer to its members was electricity-and 



then people would have to wait sometimes for months to 
receive that service. 

By the 19SOs, though, the co-op had begun offering 
more than just electricity. Members could now get help 
when planning wiring, as well as plumbing, electric, and 
heating information. This was a time when the co-op began 
its school appliance program, putting electric appliances in 
the schools in an effort to “acquaint students with mod- 
ern conveniences.” In the same vein, the co-op employed a 
home economist to teach members how to use their electric 
appliances and had a consumer loan program to make it 
easier for members to purchase appliances. 

In the 1960s, the co-op employed a rural community 
development director who helped South Kentucky RECC 
members get water to their homes. This encouraged the 
purchase of electric washing machines and electric dryers. 

Today, your co-op continues to lead the way with the 
services it provides to its members. From helping members 
build the most energy-efficient homes possible to reducing 
the amount of electricity that members use, SKRECC offers 
many opportunities for members to get assistance. 

There are programs like Tune-up, which is targeted 
to SKRECC members who have electric heat pumps and 
furnaces. Tune-1Jp is offered for a nominal fee of $75 for 
homes and manufactured homes and consists of air-infiltra- 
tion testing, sealing ductwork, cleaning indoor and outdoor 
coils on your electric heat pump or furnace, changing fil- 
ters, measuring airflow, checking the accuracy of thermo- 
stats, and checking the compressor operation. This program 
can produce significant savings in heating and cooling costs 
and actually values for about $400. 

Button-Up is another program offered by South Ken- 
tucky RECC to our members whose homes are at least five 
years old and use electricity as their primary heat source. 
Our energy advisors will come into your home, upon ap- 
pointment, and conduct a heat loss calculation and make 
recommendations on improvements to your insulation. 
And the two best things you can do to lower your heating 
and cooling costs are to increase the amount of insulation 
and reduce heat loss through the floor, walls, and ceilings of 
your home. Members can receive $20 for every 1,000 BTUs 
your heating load is lowered from the installation of more 

insulation. 
Electric thermal storage, or ETS, heaters are available 

for purchase. ETS is a lowvcost, safe, clean, reliable off-peak 
heating option. ETS heaters convert electricity into heat 
and stores that heat in specially designed bricks. When you 
are ready to use the heat, fans blow it out into the room. 
Electric thermal storage heaters use electricity during off- 
peak hours at a special, discounted off-peak rate. 

In addition, South Kentucky RECC is offering a $100 
incentive for members who are changing their gas or fuel 
oil furnace to an electric heat pump with a minimum ef- 
ficiency of a 13 SEER (Seasonal Energy Efficiency Ratio) 
and 8 HSPF (Heating Season Performance Factor) or a 
geothermal heat pump. 

South Kentucky RECC’s energy advisors are available 
at any of our five locations to assist members with free en- 
ergy advice for existing homes or new construction. 

Among the other programs that South Kentucky 
RECC offers to its members is the Co-op Connections 
Card Program, which offers members savings at participat- 
ing businesses and pharmacies for members who do not 
have prescription insurance coverage. To date, there are 
more than 100 businesses and pharmacies in the SKRECC 
service territory, and thousands more across the state and 
nationwide that offer discounts to our members. Visit our 
Web site, www.skrccc.com, for a complete listing of local 
businesses, as well as a link to the state and national sav- 
ings. 

The People Fund is a program established by South 
Kentucky RECC, which allows members to round up their 
electric bill to the nearest dollar. That money is used in the 
form of grants for non-profit organizations. Thousands of 
dollars in People Fund grants have been given to organiza- 
tions in our area. 

Finally, South Kentucky RECC will be introducing a 
program in the near future to members to help them earn 
some financial benefit while helping the co-op be more ef- 
ficient. Direct Load Control (DLC), a voluntary program 
already in use by some electric co-ops, will allow the co- 
op to install control mechanisms on water heaters and/or 
air conditioning systems. By regulating these systems for 
short periods of time, the co-op could significantly reduce 

http://www.skrccc.com


its peak power consumption, without people noticing any 
loss of comfort in their homes. Members would earn some 
financial benefit for participating. 

Then and Now: Our Communities 

In all of its 70 years, South Kentucky RECC has real- 
ized the importance of helping to grow our communities. In 
addition to putting tlie member first then, as we do now, the 
co-op’s board and management knew that economic devel. 
opment was going to be important to the South Kentucky 
RECC service territory-the more industry that developed, 
tlie more electric the co-op sold, and tlie more industry that 
developed, the better for our members in terms of jobs and 
finances. 

Early in tlie 1960s, Governor Bert Combs appointed 
SKRECC Manager Sam Hord to the Economic Develop. 
ment Commission in Kentucky. The commission dealt with 
industrial, agricultural, and economic development in tlie 
state. 

Today, we have come full circle. What SKRECC’s board 
did more than 40 years ago is uncannily similar to tlie direc- 

obtained USDA Rural Economic Development Loan and 
Grant funds to build a new senior citizens’ center in Rus- 
sell Springs and assisted in the development of the Regional 
High Growth Training Center in Somerset that is designed 
to train linemen to fill the demand in the future as more 
and more linemen reach their retirements. These projects, 
as well as Albany & Monticello Downtown Revitalization, 
McCreary County Industrial Park, Russell County Industrial 
Park, Lake Cumberland Area Development District Expan. 
sion, and Otter Creek Girls Academy, reaffirm that electric 
cooperatives can and should be involved, thereby improving 
the quality of life for their communities. 

Then and Now: Our Technology 

Probably tlie most obvious area in which tlie co+op has 
evolved over its 70 years has been in tlie area of technol- 
OgY. 

In the beginning, South Kentucky RECC relied on hand- 
drawn maps to keep track of its service territory. Eventually, 
tlie co-op developed a large territorial map, which was lo- 
cated on the wall of the dispatch center. Push pins identified 

tion South Kentucky RECC’s management and its board of 
directors have taken with tlie creation and implementation 
earlier in the 2000s of the office of economic development. 
And though we have taken economic developnient a step 
farther than they did in the 1960s, we realize today as they 
did, the importance of having a good economic base in our 
area for the members, their communities, and the co-op. 

Since 200 1, SKRECC has had a hand in helping create 
more than 700 jobs in our area. Assuming, from the conser- 
vative point of view, that all these employees were earning 
just the current minimum hourly wage of $6.55, this would 
account for more than $10 million in new employee earn- 
ings in our region annually. 

In 2008, Bennie Garland, who heads tlie co-op’s of. 
fice of economic development, worked on nine projects 
to help our area. Among these projects, the co-op has 

critical components and equipment located on the system. 
Then in 1998, tlie co-op hired a firm to undertake the 

task of mapping the system and developing a computerized 
electronic mapping system for the computer. That company, 
Osmose, numbered and global positioned every pole and 
meter in the SKRECC territory. The data became part of the 
co-op’s Outage Management System (OMS) in 2003, which 
organizes outage calls to determine the size and breadth of 
outages. This enables South Kentucky RECC to be able to 
respond to outages much more quickly, and in many in- 
stances, employees have already determined the cause and 
location of tlie outage, leading to shorter restoration times. 

In 2008, South Kentucky RECC took OMS one step 
farther with the installation of a new Interactive Voice Re- 
sponse, or IVR, System. This system allows members to con- 
duct co-op business 24 hours a day, seven days a week. IVR 

How We’ve Grown ... 

SKRECC is 5,939 16,233 20,500 33,034 40,814 53,615 66,249 
Started Members Members Members Members Members Members Members 



assist in rectifying an outage situation; and it allows mem- 
bers to complete routine transactions, such as paying their 
bill, on their timeline. 

In addition, IVR has become a useful link between 
SKRECC and its members. The c o a p  can contact mem- 
bers about a number of issues ranging from their billing to 
annual meeting, and if a member’s information is correct, 
tlie IVR has the ability to automatically associate their call 
with an outage. This is then directly tied into the Outage 
Management System. mental surcharge.” 

Then and Now: Our Environment 

which means that the required upgrades will cost nearly 
$300 million more than what it cost to build the plant that 
helps provide electricity to 500,000 homes, farms, and busi- 
n e w s  in Kentucky. This is only one example demonstrat- 
ing the cost of all these new regulations. 

The costs of these environmental upgrades due to new 
governmental regulations are passed on to South Kentucky 
RECC members and other EKPC co-ops’ members. This is 
the line item that shows up on their bills as the “environ- 

Other areas that South Kentucky RECC is working to 
help the environment are with the distribution of compact 
fluorescent light bulbs (CFL.s) and through “green” power. 

Since 2002, South Kentucky RECC has distributed 
more than 63,000 CFLs to its members at annual meeting 
and other ~ e n t s .  If every American home replaced their 
five most frequently used light fixtures with CFh,  it would 
save close to $8 billion each year in energy costs and would 
prWent greenhOUSe gases equivalent to the enlissions Of 

In the early years of South Kelltllcky RECC, people 
were not even aware of any environmental concerns un- 
less it referred to the amount of rain they needed for their 
crops. They hadn’t heard about the effects of greenhouse 

exhausting the earth’s natural resources. 
gases and carbon emissions, nor were they concerned with 

That has all clianged. Wit11 the increases in population 

and the many innovations that came out of the industrial 
age, including tlie creation of the automobile, on through 
our current technological age, we are becoming more aware 
of the effects we are having on our environment. 

Regulations have become stricter, too, Over the past 
decade, with new rules to limit the amount of gases that 
industries can emit into our atmosphere. 

As a result of the new government regulations, Soutl1 
Kentucky RECC’s power provider, East Kentucky Power 
Cooperative, has to invest millions of dollars to construct 
additional pollution-control equipment at its power plants, 
including the John Sl-rerman Cooper Power Plant in Pulaski 
County. 

$324 
million to add pollution-control equipment, including con- 
struction of a flue-gas desulfurization unit, or “scrubber,” on 
Cooper Unit #2. Scrubbers remove sulfrlr from the emis- 
sions of coal-fueled power plants. EKpC also plans to add 
a selective catalytic reduction device and pulse je t  fabric 
filter to reduce emissions of nitrogen oxide and particulate 
matter from tlie same unit. 

about lo 
SKFWXs green Power comes from the six landfill gas 

Plants that East Kentucky Power has constructed across the 
state. As organic waste decays in a landfill, it creates meth- 
ane gas. This gas is extracted from the landfill through a 
gas well collection system, converted, and used to gener- 
ate electricity. These five plants eliminate 29,881 tons of 
methane per year and reduce carbon dioxide emissions by 
88,235 tons. Members can purchase blocks of this power 
for $2.75Mock* 

As you can see, many aspects of South Kentucky RECC 
Imve changed and grown over these last 70 years; however, 
one thing has not changed. South Kentucky RECC was 
formed to provide reliable electric service to its mernber- 
Owners at a competitive rate, and the co-op continues to 
strive to meet its founders’ goal today. SKRECC’s mission 
remains being “for people, not profit” and to provide reli- 
able service to its members at an affordable cost and to be 
committed to the growth of our local communities. 

cars- 

Beginning in 2010, EKPC be spending 







?VEL E S AND GU 

Big thanks for the performance of Jason Catron for his gospel 
music performance. Jason’s hometown Monticello, 
Kentucky and son of Mayor of Monticello, Kenneth Catron 
and his wife, Betty. 

Welcome all members to the 7 1 st South Kentucky RECC 
Annual Membership Meeting. 

I would like to welcome many guests we have in the 
audience. (List Attached) 

This is one of the largest electric cooperatives annual 
meetings in the country. We always look forward to this 
event and the opportunity to show the members our 
appreciation for your business and for giving us the 
opportunity to serve you for the past 71 years. 

Publically want to thank all our very dedicated employees 
(Kelly green shirts) for their work in preparation for this 
meeting and throughout this past year. 



REMEM TROOPS 

Each year I remind everyone to please remember all of our 
active troops and veterans. It is the dedication and service of 
these individuals and their families that allows us the 
freedom we enjoy today. We should never take our freedom 
for granted. 

2 



At this time we have a special presentation by our very own 
South Kentucky RECC Lineman. 

Please stand for the presentation of colors and remain 
standing for the National Anthem, performed by Jason Catron, and 
the invocation by South Kentucky RECC Director, Charles Gore. 

South Kentucky RECC Lineman: 

Glen Barney Singleton 
Jon Slavey 
Dennis Reynolds 
Chris Cain 
Jack Willis 

Eddie Black - American Flag 
Bart Adkins - Kentucky Flag 

3 



INT s 

T would like to extend my thanks to the 7 Board of Directors, 
who represent this membership. They are very dedicated and 
have the best interest of our members at heart. 

INTRODUCTIONS 

Board Chairman/District 6 - Resides in McCreary County 

Rick Stephens and his Wife Patti 

Vice Chairman and our Representative to the KAEC 
Board/District 2 - Resides in Russell County 

Charles Gore and his Wife Louella 

Secretary/Treasurer and our Representative to the EKPC 
Board/District 7 - Resides in Casey County 

Tom Estes and his Wife Teresa 

Board of Directors Members 
District 5/ - Resides in Clinton County 
William Shearer and his Wife Barbara 

District 4/ Resides in Wayne County 
Glen Massengale and his Wife June 

District 3/ Resides in Northern Pulaski 
Jerry Purcell and his Wife Sue 

District UResides in Southern Pulaski 
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John Pruitt and his Wife Carol 

Board Attorney 
Darrell Saunders and his Wife Susan 

My Wife - Patti Anderson 

Please join me in expressing our appreciation for the many 
hours of dedication these men and ladies contribute to 
making South Kentucky RECC the GREAT electric 
cooperative it is today. 
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I TH 

Darrell Saunders - Coop Attorney 

BUSINESS MEETING BEGINS 

Moderator Declares a Quorum Present 

o 1% of Members = 536 

Reads Official Notice and Proof of Mailing 

Reads Minutes of 2008 Annual Meeting, or Hears Motion 
to Dispense with Reading of the Minutes 

Presents Financial Report 

CEO's Report 

ADJOURN BUSINESS MEETING 
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CEO RE 2009 

I plan to touch briefly on items from Our 2008 Annual Report 
which was in the May 2009 Issue of Kentucky Living 

Take the time to review that report and if you have any questions 
or need additional infomation please contact me at the Somerset 
Office. 

FINANCIALS for 2008 

Total Operating Revenue $1 16,879,487 

Cost of Purchased Power $87,103,118 75.2 1 % 

Total Assets $196,0 1 9,599 

Net Margins $1,363,208.00 

2008 Budgeted Margins $1,400,000.00 

We feel 2008 was a good year considering the state of the 
economy. 

We met budget and all our financial requirements with a 
solid $1,363,208.00 margins. 

We experienced very good growth in KWH sales and in the 
number of accounts served primarily due to the addition of 
the 3400 member Monticello Electric Plant Board purchase 
in December of 2007. Without that purchase our growth 
would have been about %% in accounts served and basically 
flat in kWh sales. 

7 



We h o w  everyone is feeling the pressure financially from 
the economic conditions of this country. We are doing 
everything we can to hold costs down and to be as helpful 
and compassionate as possible with all of our members 
during these times. 

We know the cost of electricity is everyone’s concern. We 
will continue to do everything we can to provide reliable 
service while controlling cost. 
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One of the biggest threats we are faced with in holding the 
cost of electric rates is the new climate change legislation 
being discussed in Washington. 

e This bill includes very aggressive emission reduction of 
carbon dioxide (C02) of 20% below 2005 levels by 2020. 

One source of many sources of C02 comes from the burning 
of coal. 

Kentucky receives 95% of its electricity from coal fired 
plants. 

Many improvements have been and continue to be made to 
improve the coal fired plants and lower emissions from those 
plants. 

EKPC now has two of the cleanest coal burning plants in the 
nation. 

e We are very committed to a clean environment but we must 
go about this task in a way that is affordable and allows for 
new technology to be developed to allow us to continue to 
use Kentucky’s most valuable resource - COAL. 

The climate change legislation has the potential if we don’t 
take action to raise the average electric bill of all Kentuckians 
by 26% - 68%. 

e We know this tax would be devastating to all of us. 
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Please visit TENT kt7 - Our Energy, Our Future Booth - and 
sign a card of support for a more reasonable and affordable 
climate change bill 
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S ON ENER FICIENCU 

South Kentucky RECC is being very proactive to partner 
with various local governmental bodies to make applications 
of requests for stimulus dollars to help our members improve 
their homes by making them more energy efficient. We hope 
to be successful in bringing some of these dollars to you and 
we will keep you informed as this develops. Review the 
JUNE issue of Kentucky Living for more details on the 
stimulus programs. 
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South Kentucky RECC was very blessed not to have any 
major storms in 2008. 

Especially blessed that the February 2008 Ice Storm, 
basically, missed us while most all of our neighbors were 
devastated with damages. 

We sent most of our work force to assist our neighbors to 
restore their power. 

Some people were without power for 4 weeks. 
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South Kentucky RECC continues to improve our service and 
reliability by completing in 2008 the purchase and 
installation of a new automated answering service to make it 
possible to take larger volumes of calls during emergencies. 

We answer as many calls as we possibly can with our 
employees, but all over flow goes to the automated system. 

With this new system we increased from 13 incoming 
telephone lines up to 105 total lines. 

The automated system will inform you if your outage is one 
that has already been reported and if a work crew has been 
assigned to it. 

This is the best technology available at this time to handle 
large volumes of emergency calls. 
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b i t d, 
30 -3 

FACILI 

We provide h l l  service office centers in our 5 centrally 
located office districts. 

These facilities have all been upgraded beginning in 2006 to 
provide all the services necessary to meet the needs of our 
me mb er s . 

The Somerset Office is still in the final review stages with 
our hope and expectations to have it completed over the 
course of the next two years 
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It is up and operational. 

There have been 50 students that have received certification 
for completing either phase I or phase 11 of the TV Phase 
Training Program. 

23 of the 50 students who have completed the program have 
already become employed 

South Kentucky RECC is proud to have been one of the 
founding partners in this project. 
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South Kentucky RECC continues the commitment to our 
1 o cal comrnun i t ie s . 

We continue to help our communities by providing support in 
economic development and job creation. We know as these 
communities grow and prosper SO will South Kentucky 
RECC and its members. 
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UE 

INTRODUCTION 

Ron Sheets PresidentKAEC and UUS 

Bob MarshalUPresident & CEO/EKPC 

SPECIAL PRESENTATION 

o Ron Sheets - KAEC and UUS 3 1 Years 
o Bob Marshall - 39 Plus Years in Utility Industry 

2009 SENIOR SCHOLARSHIP RECIPIENTS 
PRESENTATION 

2009 WASHINGTON YOUTH TOUR WINNER 
RECOGNITION 

PRIZE DRAWINGS - DENNIS CANNON - YOU MUST 
BE PRESENT TO WIN 

FEATURED ENTERTAINMENT - CARL HURLEY 

CHILDREN’S ENTERTAINMENT 

(CHILDREN’S RIDES AND FACE PAINTING WILL BE 
TAKING PLACE ON THE MEETING GROUNDS 
THROUGHOUT THE EVENING) 

17 







n this year’s annual report, South Kentucky Rural 
Electric Cooperative has a major announcement to 
make: the co-op is moving. 
All  five Sou th  Kentucky RECC buildings, 

including the central office in Somerset and the district 
offices in Whitley City, Russell Springs, Monticello, and 
Albany, will be replaced over the next 18 months or so by 
new, more modern, and more convenient facilities-built 
in the 5anze communities-that will carry the co-op into 
the  dynamic years of growth and  technological 
advancement that lie ahead. 

The decision to undertake a project that includes 
purchasing real estate, building new structures, and 
moving staff in five places did not come easily. However, 
once the board of directors and co-op management had 
examined growth trends and indicators for the co-op’s 
future, the conclusion was irrefutable: inevitably, South 
Kentucky RECC must grow to serve a membership that is 
rapidly increasing, and expansion of the current facilities 
no longer is feasible. 

The main office in Somerset was constructed in 195 1. 
There have been seven additions to the building since 
then, and the co-op has also developed the yard to 
accommodate more trucks, more storage space for more 
equipment, more parking for staff, and a highei volume of 
traffic at the drive-up windows. The Somerset property 

has simply run out of room. 
The district offices face similar problems on a smaller 

scale. Plus, demands on those buildings have increased as 
SKRECC has decentralized services in order to be more 
iesponsive to the needs of members throughout the 13 -county 
territoiy. Line-construction and line-maintenance workers, 
material warehouse facilities, pole yards, transformer docks, 
member services representatives, and billing clerks now can 
be found in the district offices. 

In summary, growth for South Kentucky RECC is a fact of 
life, and the co-op must upgrade and modernize to keep up 
with the demands. 

The space problem has been gradually worsening for years, 
but to get a better sense of what the future holds, the board of 
directors hired a consultant in October 2002 from the 
Nat ional  Rural Electric Cooperative Association in 
Arlington, Virginia. The consultant analyzed the co-op’s 
history, and applied regional demographic informa tion to 
project membership growth ovei the coming 20 years. He 
then compared the results with present staffing and office 
resources. 

Here’s the story they told. 
In 1951, when South Kentucky RECC moved into its 

headquarters on Main Street in Somerset, co-op membership 
stood at 10,178 farms, homes, schools, stores, and businesses. 
Fifty years later (2001), L,ake Cumbelland had made south. 

Design of the proposed new Sozith Kentucky RECC office to be located in Somerset 
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central Kentucky something of a destination area, there was 
more industry in the area, and population had expanded. The 
co-op had grown by more than 500 percent, to include 56,857 

nbers. SKRECC employed 156 full-time workers. 
The consultant then projected forward to 2018. 
“The consultant’s report says that by then we’ll have 

82,000 consumers and 205 to 215 full-time employees,” says 
South Kentucky CEO Allen Anderson. “The present facility 
wasn’t even designed to accommodate a company of the size 
we are today. We’ve stretched our usage here as far as we can 
stretch it, and we’ve got a lot of growth ahead of us.” 

Growth isn’t tlie only reason that the co-op needs new 
offices. Technology has changed. In 1951 it was telephones 
and  typewiiters. Today it’s multiple phone lines and 
extensions, scoies of computer stations, Internet ancl intranet 
cable, and tlie technology that supports advanced systems 
like global positioning (GPS) and South Kentucky’s state -of- 
the -at t outage-management system, which was installed in 
2003. 

“With older facilities like we have, it’s harder and harder 
to adapt them to new technologies,” says Anderson. “They’re 
not wired for it, and not 
laid out and constructed 
in a way that you can keep 
adding more systems and 
connections. ” 

These technologies 
are no t  frivolous 
investments. They are 
necessary for the co-op 

provide the electric 
services and rapid 
response modern  
consumers expect. This 
isn’t tlie South Kentucky 
RECC of 1951-and just 

co -op  as being a functioning, central  part  of the  
community, rather than just a business that happens to be 
located here. But these rooms have become inadecluate for 
many of the functions people want to use them for, and 
the parking isn’t adequate. Consequently we’ve had to 
restrict those rooms to after-business use. 

“That’s one of the many things that will change for 
the better as we move into new facilities.” 

Financing the project 
Purchasing real es ta te  in  five locations and 

constructing five officeiwarehouse complexes will be a 
costly investment. The board of directors lias projected 
total costs at about $15 to $18 million. Some savings will 
be realized through efficiencies, by doing the projects all 
at once. 

A n  undetermined portion of project costs will 
eventually be recouped by selling the current properties. 
These include not  just the  buildings in Somerset, 
Monticello, Russell Springs, Albany, ancl Whitley City, 
but the 65-acre co-op “farm” in Pulaski County where 

Sou th  Ke‘ntucky 
RECC holds its 
popular annual  
meetings. There will 
be enough acreage at 
the new Somerset 
si te to stage the  
fa m i 1 y ~ o r  i e n  t e d 
annual  meeting 
there, as well as being 
available year-round 
for community use 
and other outdoor 
events. 

“Fin ii 17 r-i ii 11 v. ” s m s  
, I  ---,- . .. . ... . . . .. . . 

as important, today’s co-op isn’t the South Kentucky RECC 
we will see in 2018. That was an important part of the board’s 
thinking. 

“We are not only responsible for the co-op’s operations 
today, but we’re responsible to the co-op and its members in 
the years ahead,” says Anderson. “We’re member-owned, and 
we’re not going anywhere. These new facilities represent a 
strong affirmation of our commitment to our communities to 
be a cornerstone in these communities and OUI coininitment 
to continue improving services for our members.” 

The new buildings will also improve South Kentucky’s 
ability to perform one of its oldest, most traditional functions: 
providing community rooms that are available to local groups 
and organizations. 

“We’ve provided this seivice for about as long as the co.- 
op has existed,” says Andelson. “It reflects our vision of the 

Anderson, “we felt this was the best time to get this project 
under way, because interest rates are unusually low, ancl 
we must plan ahead to service future needs.” 

South Kentucky RECC has not raised members’ 
electric iates since 1989. No rate increases are anticipated 
for at  least two years, and possibly longer. The debt 
structuie, money recouped fi-om property sales, and the 
co-op’s financial healtli will enable the GO -op to undertake 
this project with minimal impact on consumers. 

Look for ongoing information on  the  co.op’s 
construction projects in public places, such as libraries, in 
Kentucky Living Magazine, and in local newspapers. SKRECC 
lias held community meetings in recent months, which 
included informing people about this newly planned and 
important project, and will continue to do so. As this 
project progresses, members will be given the opportunity 



to see what has taken place and will also be given the 
opportunity to comment on the project. 

Groundbreaking at all five locations is expected this 
summer. District offices may actually be completed in 2004. 
Completion of the main office and warehouse complex is 
expected sometime in 2005. 

The People Fund 
February saw7 the introduction of a new program for 

South Kentucky RECC-The People Fund, which 
provides co-op members a way to contribute, with just 
the smallest of sacrifices, to the well-being of their 
communities. 

The People Fund pools voluntary contributions from 
co -op  members to  make grants to non-profi t  
organizations doing humanitarian 01 charitable work in 
Sou th  Kentucky RECC’s service teri i tory.  L.ocal 
organizations will apply to an eight-member board that 
will administer the fund, and the board members will 
choose where the grants might have the greatest impact. 
Certain rules govein the board’s decisions. For example, 
the fund will not make contributions toward people’s 
electric bills; and all contributions will go to local causes. 
(While fund recipients normally will be community 
groups or organizations, the board will consider donations 
to families or individuals who have suffered a catastrophic 
illness or household disaster.) 

Perhaps the most appealing aspect of the fund is the 
way co.op members can contribute to it. They can do so 
merely by authorizing South Kentucky RECC to “rounrl- 
up” their monthly electric bills to the next-higher dollar. 
In some months, that could be as little as a penny. For 
example, if the normal tally for your electiicity usage came 
to $78.99, the co-op would send you a bill for $79 and 
donate the extra penny to The People Fund. 

At most, your contribution in any month would be 
99 cents. Most contributions would fall closer to the 
middle. 

The beauty of this system is that if enough South 
Kentucky RECC members join The People Fund program, 

Ai&Lirn Cook, Mal lceting Records Coordinator, enters some of 
the nearly 1,200 People Fund f o r m  received in the past month. 

their small, almost unnoticeable contributions can add up. 
With a co -OF membership now approaching 60,000, monthly 
contributions to the fund could reach some $15,000 if only 
half the members joined up (assuming an average contribution 
of 50 cents ) .  Even with the  relatively small grants 
contemplated by The People Fund board-perhaps $5,000 at 
most-it’s enough money to male  a difference in people’s 
lives. 

That’s why the slogan for The People Fund is “Change 
for Change.” 

“Great things can be accomplished for less than the price 
of a cup of coffee each month,” says Ruby Patterson, South 
Kentucky’s Member Services and Marketing Team Leader, who 
sits on the fund’s eight-member board. 

Local, charitable giving is a practice encouiaged by 
Touchstone E.nergy, a national alliance of rural electric 
cooperatives, which South Kentiicky RECC joined in 1997. It 
is also central to the Cooperative Principles adopted in 1995 
by the Inteinational Cooperative Alliance. 

The first South Kentucky RECC member to sign up for 
The People Fund was CEO Allen Anderson. The co-op’s 
board of directors and more than 100 co-op employees quickly 
followed suit. 

Says Anderson, “We feel we have a special responsibility 
that goes beyond our main purpose, which is providing low- 
cost, reliable electric service. The People Fund is an excellent 
way to help those in need. None of the money collected for 
The People Fund goes into operations. The administrative 
and operational costs of the program are covered by SKRECC 
through its already internal overhead. Every dime of that 
money will go back into our communities.” 

T h e  co-op  established a non-prof i t  tax-exempt 
corporation, the South Kentucky Rural Electric Trust, to 
administer the program (donations to the fund are tax- 
deductible). The directors of the Trust include several South 
Kentucky RECC member-services representatives, whose jobs 
at the GO ~ o p  provide them insight each day into things that 
are happening in the community. 

I t  will take time for word to get out about the fund, for its 
membership to grow, and to accumulate significant resources. 
Once established, fund directors will meet quarterly to review 
grant applications and approve donations. 

Members interested in signing up foi The People Fund 
are encouraged to contac t  Sou th  Kentucky RECC. 
Organizations that believe they might qualify as grant 
recipients are encouraged to inquii e. 

5 , .  
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Your Co-op Electric Rates 
When industry officials coined the term “too cheap to 

meter” in the 1 9 6 0 ~ ~  they were talking about nucleardgenerated 
electricity. As everyone Itnows, nuclear energy never lived U ~ J  

to the claim. 
Electricity is not free, and cannot be. The infrastructure 

required to generate power, transport it long distances over 
high-voltage transmission lines, reduce the voltage a t  
substations, and distribute it to homes, farms, schools, 
businesses, and factories represents a massive public and 
private investment. (In September and October of 2003, South 
Kentucky RECC presented a two -part series in Kentuclcy Living 
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Kentucky‘s Residential Electric Rates 
Rar;k Lowest In The Nation’* 

THE NATIONAL AVERAGE IS 50% HIGHERTHAN KENTUCKY’S 

titled “Where Power Comes 
From,” which described the 
enormous job of making sure 
he system is ready when you 

flick on your lights.) 
Time and experience have 

shown that  the  best deal ,  
financially, for electric power is 
not nuclear energy, but coal. 
And the places with ready 
access to this fuel ale the places 
with the lowest-cost power, 

More than anywhere else 
in the country, that place is 
Kentucky. The Bluegrass State 
has the lowest electric rates in 
the United States. 

At last count  ( and  
depending how you count) there 
were some 34 electric utilities 
operat ing in Kentucky, 
including rural electric co-ops, 

municipal utilities. The average 
residential  electricity ra te  
among all those utilities, as of 

investor-owned utilities, and ‘SIUtCO: U S  UcpudmsnlO1 Enorgy Data, Eslimalad U S EIOCIIIC Averago R w a n u s  PPI KlloWl)llhoUf, Augulit 2001 

South Kentucky RECC has not had a rate increase since 1989. Growth is the main 
reason the co-op has been able to hold the line against  ate increases. 

August 2003, was 5.8 cents per 
kilowatt-hour (kWh). No other state was lower than 6 cents/ 
kWh (the lowest weie Washington and West Virginia, both 
a t  6.2 cents). 

But what about South Kentucky RECC? Where do its 
rates fall, in comparison to Kentucky’s 30-some other utilities? 

Your co.op’s present residential rate average is 5.6 cents/ 
kWh, which ranks South Kentucky in the lower one-third of 
electric cooperatives in the state. This represents a significant 
accomplishment, because it is hard for a rural electric utility 
to maintain low rates. Building and maintaining an electric 
distribution system in rough and remote terrain, wheie rights- 
of-way go across mountains and through forests, where power 
lines are highly susceptible to damage, and where there are 
fewer farms, homes, and businesses to defray the costs, puts 
co-ops at a financial disadvantage. On the other hand, co- 
ops don’t have to build in a profit margin for investors. 

South Kentucky RECC, therefore, provides residential 
electricity at rates that compare favorably within Kentucky. 
And Kentucky has the lowest rates in the nation. 

This is why, when people express concern about their 
electric bills, South Kentucky RECC has two iesponses. The 
first is to ask people to consider their consumption. The second 
is to offer home energy audits to help members figure out 
whether they are inadvertently wasting power because of 
deficiencies or pioblems in their home energy systems. 

Consumption: The average co-op member today uses 35 
times as much electric power as our predecessors in 1940. 
This is not surprising, considering the many new uses we have 
foi electricity. In 1940 the average South Kentucky RECC 
member consumed 32 kWh per month. By 2003 average 
monthly residential usage had climbed to 1,130 k.ilowatt- 
hours. 

What has not increased, in the last 15 years, are South 
Kentucky RECC’s electric rates. They have held fast since 
1989. “It’s not the price of electricity that’s gone up,” says 
CEO Anderson. “It’s the consumlition of electricity.” Care 
and conservation in electricity usage can help people lower 
their electric bills. 

Energy audits: South Kentucky RECC performs 
approximately 500 free energy audits each year. Audits 
frequently are triggered when someone calls to voice 
concern about a high electric bill. At other times people 
ask specifically for the service. The co-op employs four 
energy advisors, who visit homes (when invited) to 
examine the structure itself and the electrical equipment, 
talk to residents about their energy usage, and make 
recommendations. 

South Kent1ick.y RECC also offers the Button-Up 
program to help qualifying members inalce weatherization 
improvements, and Tune-Up, for refurbishing electric 
heating systems. 

Even in Kentucky electiicity costs money. As a 
member-owned cooperative, South Kentucky RECC is not 
interested in selling more power to increase profits, because 
“profits” don’t exist for co-ops. Instead, the goal is to 
provide the best service at the lowest rates, and where 
possible, help henibers reduce their electiic bills. 

“We’re trying to be the best stewards of our members’ 
money that we can be,” says Anderson. “That’s been our 
role since the cooperative was founded in Wayne County 
in 1938.” 

It will continue to be South Kentucky RECC’s goal 
for the years ahead. 
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5:00 p.m. 

6:OO p.m, 

7:OO p.m, 

Member Registration 

Entertainment - The Calvaiy Echoes 

Welcome Members and Guests - CEO Allen Anderson 
Presentation of Colors - American Legionlveterans of Foreign Wars 
(Please stand for the National Anthem) 
National Anthem 
Invocation - Charles Gore, Director -District 2 
Introduction of SKRECC’s Board of Directors - CEO Allen Anderson 
Introduction of Special Guests - CEO Allen Anderson 

Ron Sheets, President, Kentucky Association of Electric Cooperatives 
Roy Palk, President & CEO, East Kentucky Power Cooperative 

Allen Anderson 

0 Moderator declares a quorum present. 
0 Reads official notice and proof of mailing. 

Introduction of the Moderator (Co-op Attorney Dar re11 Saunclers) of the Business Meeting 

Business Meeting begins --Darrell Saunders, Co-op Attorney 

CEO 

0 Reads minutes of 2003 Annual Meeting, oi heals motion to dispense with leading of the minutes 
0 Presents financial ieport 
* Reads Noniiiiating Committee Report on the election of board membeis foi Districts 4 and 7 The 

following have been nominated 
District 4 Glen Massengale 
Districi 7 Tom Estes 

New Business 
CEO’s Repoi t-Allen Andeison 

Old Business 

Adjourn Business Meeting 

2004 Senioi Scholaiship Recipients Presentation 

2004 Washington Youth Toui Winiiei Recognition 

Prize Drawings ‘7 - Dennis Cannon ‘!’Yoti milst be present to win. 

Featuied Entertainment - Me1 Tillis 

Childien’s Entei tainment - Rick Ainold, childten’s rides, and face painting 
(this will be taking place on the meeting giounds throughout the evening) 



live 

ATouchstanc Energy'Cwpemrive &&A 

Annual 
Report 
2004 



wellemanaged company puts the interests of 
its customers first. Without their support any 
success is fleeting, so decision makers put 
themselves in their customers’ places and ask 
themselves, “How would this decision affect 

me and my family?” 
This  is where Sou th  Kentucky Ruia l  Electric 

Cooperative Corporation has an advantage. 
“We don’t have to try to guess how decisions would 

affect us,” says Chief Executive Officer Allen Anderson. 
“We know firsthand. The majority of our employees, the 
Board of Directors, all of the management staff, and I, myself, 
are members of this cooperative and are served by it just like 
it selves all the other members. We pay the same price for 
our electricity as each member does. Every decision affects 
us in exactly the same way it affects the 60,000 homes, farms, 
schools, factories, offices, and businesses that buy their 
power from this electric cooperative.” 

Your 2004 Annual Report is about “Delivering the 
Best’’-the best RATES, the best MEMBER SERVICES, the 
best in electric RELIABILITY, and the best COMMUNITY 
SERVICES, all brought to you by the best electric utility 
EMPLOYEES. The BEST is a lofty goal, but we strive to 
reach it every day at South Kentucky RECC. 

And we don’t have to imagine how important reliable, 
affordable electric power and support seivices are for our 
members. We know it-firsthand. 

Delivering the BEST: RATES 
Because you live in Kentucky (or, for our members in 

Tennessee, because you are served by an electric co-op in 
Kentucky), you have the BEST electric rates in the nation. 
Kentuchy’s average residential rates ale less than half the 
average residential rates in California, New York, and the 
six New England states, and well below those of most other 
states. 

Within Kentucky itself, South Kentucky RECC’s rates 
almost perfectly match the statewide aveiage. This is an 
accomplishment, because rural utilities have higher per ~ 

capita costs than those serving the state’s population centers. 
Urban utilities may serve hundreds of customers per mile of 
line. This is called “density,” and it matters because high 
density means more people sharing the cost of the electric 
infrastructure. At South Kentucky RECC, our density is 9.4 
members per mile of line. 

Urban utilities also counterbalance their residential 
accounts with large commercial and industrial accounts. 
Factories and commercial centers reduce rates for everyone 
because they use large amounts of electricity and the revenues 
they provide help offset more of the power company’s costs of 
doing business. 

South Kentucky RECC has commercial and industrial 
accounts, too, and they are veiy important members of our 
co-op. Dennis Holt, a veteran employee of the co-op, has the 
responsibility of making regular visits to these accounts to 
make sure we are meeting all their needs. We also have our 
own Economic Development office, ably led by SKRECC 
contract employee Bennie Garland, to recruit and support 
more of these accounts-not only because they are a large 
customer of the co-op, but because they provide jobs and 
stimulate economic growth in our area. 

Still, we are primarily a residential co-op: 92.3 percent of 
our membership is residential, with 6.5 percent commercial 
and industrial (the balance consists mostly of street and 
highway lighting). Yet this small minority of commercial/ 
industrial accounts provides 29 percent of our revenue, because 
most commercial accounts are large users of electricity. 
Without them, our residential rates would have to be higher. 

On  the “expense” side of the ledger, it is important to 
note that more than 70 percent of South Kentucky RECC’s 
total costs of electric service are for “purchased power”- 
mostly, power generated and sold to us by East Kentucky Power 
Cooperative (EKPC) . 

As our membership has grown-we presently deliver 
electricity to 60,s 15 meters in rural areas of 11 Kentucky and 
two Tennessee counties-we have developed an extensive 
infrastructure of electrical distribution equipment. Based in 
Somerset, we also operate four district offices and maintain 
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6,407 miles of power line and its rights-of-way. (To put that 
in perspective, if South Kentucky’s power lines were stretched 
end-to.vend they would reach from Lexington, KY, to  
Anchorage, Alaska, and back; and with 30-foot-wide rights- 
of-way along much of our overhead system, we are taking care 
of more than 22,000 acres to  prevent trees and other 
vegetation from causing outages.) 

However, as large as 0111 system has become, 
“operations”-line maintenance and construction, wages and 
salaries, operating a fleet of vehicles, building maintenance, 
taxes, property insurance, workers’ compensation, health 
insurance, etc.-account for just under 20 percent of the co- 
op’s costs. Interest, depreciation, taxes, and other fixed costs 
account for 10 percent. 

Which means that 70 percent goes toward purchased 
power, and maintaining low rates requires controlling the 
wholesale power costs. As an owner/member of EKPC (along 
with 16 other Kentucky co-ops), SKRECC participates with 
the other member co-ops in making sure EKPC remains as a 
reliable economic source of power for our members. 

“East Kentucky is a good power supplier,” says Allen 
Anderson, “but we feel we are the member-representative 
there. Our purpose is to work for the best value we can attain 
for our members.” 

South Kentucky RECC has not had a base rate increase 
since 1989-there have only been somq pass-through 
wholesale fuel charge adjustments. Besides working to control 
wholesale power costs, the two factors most responsible for 
that accomplishment are growth in our membership and 
growth in consumption. 

However, since the terrorist attacks of September 11, 
2001, growth and consumption have increased at a much 
slower rate, and realistically, significant growth in those areas 
cannot be solely relied upon to cover increasing expenses. 
And  for another reason entirely-an “environmental  
surcharge” recently approved by the Kentucky Public Service 
Commission-the members of SKRECC and all other co- 
ops served by East Kentucky Power Cooperative will soon see 
an additional surcharge on their electric bills. The surcharge 
reflects additional costs of power production imposed by 
required measures to protect the air and environment. (We 
will present further information on  the environmental 
surcharge, and its impact on SKRECC members, soon in these 
pages.) 

While the surcharge-a line item on forthcoming bills- 
will raise members’ costs, the co-op’s own rates appear safe at 
least this year. 

“We will hold the line in 2005, for the 16‘” year,” says 
Anderson, “and we are trying hard to avoid a rate increase in 
2006.” 

Providing the BEST in rates is your co-op’s primary goal. 

Delivering the BEST: MEMBER SERVICES 
Investor-owned utilities (IOUs) are buying and selling 

each other in the international corporate marketplace, but 
South Kentucky RECC remains wholly owned by its 
member -owners. Delivering the BEST in member services 
means maintaining South Kentucky RECC’s traditional 
close ties to the member. 

IOUs close their field offices to cut costs; South 
Kentucky has actually been developing its district offices 
(in Whitley City, Monticello, Russell Springs, and Albany) 
to be more convenient and responsive to local members. 
Each office has a maintenance crew to repair and maintain 

Part of SKRECC’s BEST Member Service is helping members 
find ways to save electricity. Energy AdvisorJeff Girder performs 
a blower door test that will determine the amount of air infiltration 

that this home is allowine. 
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Part of SKRECC’s BEST Employees includes ongoing training for 
linemen and others. 

the lines and restoie outages, member-services staff to help 
people with efficient use of electricity and billing concerns, 
and a warm, friendly, personable cashier for convenient bill 
paying. Members can also conveniently use the night deposit 
boxes at  each location, or pay online, by mail, by bank draft or 
credit card draft, and by phone with a credit card. 

The BEST member services also include FREE member 
services. SKRECC offers no-cost energy audits for homes and 
businesses, and high-bill audits to help people learn why their 
electric bills have risen and take corrective measures. These 
services sometimes result in the member’s enrollment in 
“Button-Up,” a home-weatherization program that helps pay 
for energy-efficiency improvements, and “Tune -Up,” which 
improves the operation of their electric forced-air heating 
units. 

These and other demand, side management (DSM) 
programs help folks reduce their energy consumption resulting 
in a lower electric bill from their co-op. By the end of 2004, 
SKRECC had Buttoned-Up 1,624 members’ homes, and 
Tuned-Up 1,359 homes. (EKPC shares in the cost of these 
DSM programs.) 

No electric utility can completely prevent outages. South 
Kentucky RECC’s response to this fact of life has been to 

Part ofSKRECC’s BEST Community Serwice is participating in 
local parades 

upgiade its response capabilities and make sure members who 
are expeiiencing outages can reach us by phone to provide 
the information that helps our crews quickly inake the 
necessary repairs. 

Our  Outage Management Systein (OMS) software 
organizes input from co-op personnel and from calls by 
members reporting outages. It helps dispatchers identify the 
areas affected, and can actually pinpoint devices on the 
lines-such as specific fuses, reclosers, and substation 
breakers-where problems may be occurring. 

The Call Research Center (CRC) kicks in to provide 
added help when the co-op’s own employees are experiencing 
a high volume of outage-complaint calls. CRC employees 
can  field calls from SKRECC members and enter  the  
information into the co-op’s OMS database. 

Even with CRC, South Kentucky’s phone resources can 
become overwhelmed during severe and widespread outages. 
But with the addition of these cutting-edge technologies in 
2003, SKRECC’s member services rank among the BEST of 
any electric utility. 

Delivering the BEST: RELIABI1,ITY 
However, providing the BEST in system reliability 

requires major efforts to reduce and manage outages, and also 
assure consistent power quality. To achieve this, a utility must 
know its system intimately, upgrade its materials, and maintain 
its right-of-way. It’s a never-ending job. 

SKRECC implemented a Geographic Information System 
(GIS) in 2001. Now, every pole, meter, and all elements of the 
system’s infrastructure are precisely mapped. This assists South 
Kentucky RECC in maintenance, upgrading, planning] and 
outage response. 

XI tility equipment-from wooden poles to “conductor” 
(wires)--can become worn and outdated, and should be 
replaced. The co-op’s 2004-2006 work plan earmarks some 
$4 million for replacing wire and related materials. Reclosers, 
which restore the  flow of electricity after momentary 
interruptions (avoiding prolonged outages), are serviced on a 
five-year cycle. Our linemen are now replacing some 3,700 
outdated lightning arresters with a modern, more reliable 
design. 

The co-op constantly revises its “sectionalizing’’ plans. 
By adding fuse points at precise locations, “sectionalizing” 
reduces the number of members affected by outages. Advanced 
sectionalizing, in conjunction with GIS mapping, translates 
to fewer people inconvenienced, and shorter outage durations. 

South Kentucky RECC monitors every one of the 
thousands of power poles on its system. The PSC requires 
visual inspections every two years. The co-op adds a four-year 
cycle for inore detailed inspection, including hammer 
soundings to detect rot, and minor repairs to the poles and 
at tachments .  Deter iorat ing poles are scheduled for 
replacement. 

Finally, providing the BEST in system reliability also 
means maintaining a clear right-of-way (ROW) in those 
22,000-plus acres of land. Overgrown ROWS lead directly to 
outages. 

Lately, this job has been harder than usual. Kentucky‘s 
countryside was ravaged between 1999 and 2002 by the 
southern pine beetle infestation. To protect power lines, 
SKRECC employees and contractors felled 400,000 trees 
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weakened or lcilled by the insects. More recently, Kentuclcy 
has expeiienced unusual amounts of precipitation (2004 was 
the second-wettest year in recorded history); as a result, 
SKRECC has had to pour more resources and inanpower into 
ROW maintenance, sometimes going back to places that were 
cleared just months earlier. IJnder these pressures, the GO -op 
is trying to compress its eight-year reclearing cycle to six years. 

South Kentucky RECC spends $2 million-plus a year on 
ROW maintenance, and Chief Operating Officer Carol 
Wright says it’s money well-spent. Wright, who worked for 
two of the state’s largest electric utilities before coining to 
South Keiituclcy, says, “From my experience, SKRECC’s right- 
of-way program is the BEST and most effective I have seen.” 

Delivering the BEST EMPLOYEES 
In all respects, Allen Anderson says, South Kentucky 

RECC stri,ves to be the best it can be. But when it comes to 
employees, Anderson has no doubts. 

“We’ve got the BEST,” says the CEO. “Since we are 
member-owned, we t ry  to hiie people who really care about 
the meinbeis, and care about providing the services members 
need. We feel we have been successful in doing that.” 

Longevity speaks volumes. SKRECC has a staff of 156 
employees. Among them, they have approximately 2,600 years 
of co-op experience! The average employee has been with 
the co-op for 17 years. 

South Kentucky RECC revised its employment practices 
a few years ago, replacing departments with a team concept 
and empowering this very experienced group of workers to 
make judgments and decisions o n  their  own. T h e  
administration and Board of Directors believe this model 
encourages creativity, employee responsibility, efficient 
probleni.solving, and, most importantly, better, quicker 
service to the member. 

SKRECC actually has nine fewer positions than in recent 
years. Technology enables the company to serve its growing 
membership and infrastructure with fewer employees, yet the 
co-op must be sufficiently staffed to maintain standards of 
service excellence. 

Thankfully, tliis balancing act is made easier by having 
the BEST, most proven and committed co-op employees. 

Delivering the BEST COMMUiVHY SERVICES 
Wherever you go in SKRECC’s 13-county service 

territory, you’ll find co-op employees providing the BEST 
community services through their personal involvement and 
commitment. 

An electric utility has a unique responsibility to help 
communities and citizens use electricity safely. Our  
representatives can be found in schools, teaching youngsters 
about electric power, safety around wires and outlets, and the 
safe use of appliances. We train fire departments a d  rescue 
services whose personnel could be first on the scene at an 
emeigency wheie power lines pose a potential hazard. 

The co-op sponsors student trips to Frankfort, KY, and 
Washington, D.C., and awards college scholarships to high 
school seniors everywhere our power lines reach. We support 
other organizations that ale improving life in the area, such 
as the Air Evac Lifeteain in Albany (SKWCC members qualify 
for discounts with the emergency helicopter service). South 
Kentucky RECC donated appliances and a cell tower to 

Part of SKRECC’s BEST Employees is assisting other co-ops 
during major outages Employees, above, went to Florida last year 

to help with hurricane relief. 

Foothills Academy in Clinton County, a residential treatment 
facility for at  -risk teenage boys. SKRECC’s Community 
Development office is one of its most significant services, 
providing know-how and technical assistance to businesses 
and industries seeking to bring jobs and other benefits to the 
area. 

Our employees also do their part in community service- 
some of which is on their own time. They are members of 
local chambers of commerce, service clubs, historical societies, 
educational programs; they organize and participate in county 
fairs and farm days, fund-raisers for cancer research and heart 
disease, the United Way, the March of Dimes, youth sports 
leagues, and the Master Musicians Festival. Together, they 
create floats and exhibits to represent the co-op in parades 
and other events throughout our 13 counties. 

They do all this in the pursuit of another “BEST”: helping 
the cities, towns, and neighborhoods where our South 
Kentucky RECC members live and work to become the very 
BEST communities they can possibly be. 

Part of SKRECC’s BEST Community Service is participating in 
programs such as a food drive for God’s Food Pantry. 
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ural electric cooperatives like South Kentucky RECC were created during the 1930s for one specific and important 
purpose: to provide electric power to rural Americans, who were not being served by the electric companies of the 
day because it wasn’t profitable to build power lines into the countryside for the comparatively few customers 
who lived there. Consequently, many rural Americans were still living very much as they had lived in the 1800s, 

Cooperatively-owned utilities proved to be the answer, because they removed the profit motive. Rural electric co.-ops are 
free to concentrate on  providing reliable electric service, at  rates members can afford to pay. 

Times have changed since 1935, when South Kentucky RECC was founded. Yet one thing hasn’t changed: financially, it 
is still easier to operate an electric utility when the costs of building, repairing, maintaining and improving power lines and 
the rights-of-way surrounding them are shared among a greater number of residents. 

That’s one reason for excitement, as we present this 2006 Annual Report to the members of South Kentucky RECC. The  
co-op has been in very productive and amicable negotiations with the Monticello Electric Plant Board (MEPB) and the city 
of Monticello, which could allow South Kentucky RECC an opportunity to purchase the assets of the Monticello utility and 
taking in its 3,500 customers as new co-op members before the end of 2007. 

The parties involved in the negotiations thus far have concluded that this transaction would have long-term benefits for 
everyone. Here’s how: 

e South Kentucky RECC would add to its predominantly rural service territory the city of Monticello, thus gaining 
greater average density (calculated as the number of electric consumers per mile of line). It: would also acquire several 
commercial loads, which typically purchase more electricity than residences (system-wide, SKRECC is about 92 percent 
residential) ; the revenue from those accounts would help the co-op stabilize its costs for everyone. 

SKRECC’s present members, no matter where they live, stand to benefit because of these advantages to their electric 
cooperative. Remember, in a member-owned non-profit cooperative, decisions are not made or driven by profit. The goals are 
made to enhance the co-op’s financial stability, improve services, and spread costs, which also allows for overall better service 
to the members. Coming off a year (2006) when South Kentucky RECC had to raise its electric rates for the first time since 
1989, members can appreciate a move that could help forestall the need for future increases. 

The  City of Monticello would receive a total of $4.686 million from the sale of its municipally-owned utility. The city 
would receive this money from annual payments with interest spread over a 30-year period (assets include the electric 
distribution system, territorial rights, a substation, real estate, transportation equipment, office equipment, and furniture). 
This capital presumably would benefit all taxpayers by delaying the need for possible tax increases for the citizens of Monticello 
and allow the city to accomplish the things that would have a positive impact on their community. They also could benefit 
from the co-op’s economic development office, which has successfully attracted industry and jobs to other communities in  
South Kentucky’s service area. 

Monticello’s electric consumers would become members of South Kentucky RECC with the $25 membership fee being 
paid for each Monticello Electric Plant Board customer by the city of Monticello. Members of MEPB would have access to  
many more resources than are available through their present power provider. SKRECC being a much larger company can 
bring economies of scale to the provision of electricity, especially important during power failures. South Kentucky RECC has 
emergency aid agreements with all of the Kentucky cooperatives, as well as all other Touchstone Energy@ cooperatives across 
the country. SKRECC has better access to a continuous flow of electrical supplies through its association with United Utility 
Supply and the Kentucky Association of Electric Cooperatives. Plus, SKRECC offers a number of services for its members, 
such as providing electrical inspections and advice through its five -member inspection department, home energy audits to  
help people use electricity more efficiently, and provide guidance for new construction projects in terms of efficient heating 
systems and insulation levels, and more. The city’s residents would become full members of the co-op, entitled to have a vote 
and have a voice in any membership business meeting and to earn patronage capital each year that SKRECC earns margins 
(profits) over its costs. 

R and the American dream was passing them by. 
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0 Monticello’s electric employees-1 2 in number- 
would not have anything to lose in this acquisition and much 
to gain. The skills of these employees would be welcome, as 
the co-op faces the impending retirement of a number of 
senior employees in coming years. This is one of the things 
that make the timing of this opportunity so crucial. The 
Monticello Electric Plant Board employees are actually needed 
and will become part of a much larger, growing company that 
will offer many more opportunities for their future growth 
and development. 

Origins of the proposal 
Like co-ops, municipal utilities are a form of public power. 

In this region, most municipals, in the past, have purchased 
their power exclusively from the Tennessee Valley Authority 
(TVA). However, as of November 2003, MEPB’s TVA 
contract allowed an option for utilities being presently served 
by the power supplier, upon a 5-year notice, to discontinue 
service with them. 

The Monticello Electric Plant Board took the TVA up 
on the offer to explore their options for power by giving the 
5-year notice to TVA. In November 2003, MEPB sent out 
Requests for Proposals (RFPs) to other potential power 
providers. This attracted the interest of South Kentucky 
RECC. The co-op serves about 62,000 members including 
the rural areas surrounding Monticello, and because of growth, 
the need for more substations, a plan for a new district office, 
employee needs, and co-op interest in the Monticello 
community, SKRECC CEO Allen Anderson began sharing 
the co-op needs and interests with MEPB Superintendent 
Gary Dishman. Both parties began seeing the many synergies 
with the possibility of the two companies coming together. 

The parties undertook negotiations, and in January 2007 
the MEPB Board of Directors voted unanimously in favor of 
presenting the city of Monticello with a resolution outlining 
the sale of MEPB to South Kentucky RECC for $4.686 million 
to be paid to the city with interest over a 30 year period. In 
February 2007, the Monticello City Council unanimously 
agreed to the proposal, which included the amount and 
stipulated conditions. 

That leaves it up to the citizens of Monticello, and how 
they will vote on the issue on the November 6, 2007 ballot. 
The Kentucky Public Service Commission (PSC) must also 
approve the transaction. Primarily, the PSC will focus on the 
question of whether the co-op would be subsidizing the 
Monticello purchase with its membership’s money. To be 
approved, South Kentucky RECC’s investment must be 
economically viable and pay for itself, and co-op officials 
believe that is the case. 

By this time next year we hope to report that South 
Kentucky RECC is serving its second small town located in 
the county where South Kentucky RECC was founded in 1938 
(the co-op already serves Albany). That will mark a new and 
promising era for the 69-year-old cooperative. 

Homecoming 
It was there and then in Monticello, Wayne County, that 

a visionary group of farmers, rural merchants, and business 
folks, in places like Slat, Susie, Mill Springs, and Touristville, 
recruited sometimes-doubtful local residents to participate 
in this seemingly risky scheme-cooperative ownership of a 

company that would put power poles on their property and 
electric lights in their homes. People had to put up a hard.- 
earned minimum of $2.50 a month to join. 

I t  was a difficult sell. But the incorporators-Lloyd 
Dunnington, Walter Dalton, Ray Oats, GI? Rice, John D. 
McKechnie, A.V. Stearns, Herschel Henninger, and Foxie 
Dunagan-were successful, and the papers were signed above 
the Monticello Bank. on October 8, 1938. Article 111 of the 
incorporation papers made it official: “The principal office of 
the Corporation [was to be located at] Monticello, in the 
County of Wayne, Commonwealth of Kentucky.” 

During the 1940s the co-op migrated to Somerset, 
although SKRECC has remained the power provider for Susie 
and Slat and the rest of rural Wayne County. So somehow it 
seems right that  South Kentucky RECC may have the 
opportunity to serve the good citizens of Monticello, and their 
families, schools, and businesses located within Wayne 
County. 

New central and district buildings 
Another major development to give an updated report 

on is the progress on the planned construction of new office/ 
warehouse facilities throughout SKRECC’s territory. These 
new facilities will replace the current facilities in Somerset, 
Russell Springs, Albany, and Whitley City. 

The Whitley City office was completed in August 2006 
and is now operational. A new facility to serve Wayne County 
members has been put on hold, pending the outcome of the 
Monticello Electric Plant Board proposal. If that is successful, 
the co-op will utilize the current MEPB office avoiding the 
need for construction in Monticello-another potential 
benefit of that transaction. 

The Russell Springs and Albany facilities are both under 
construction with an expected completion date of August 
and November 2007 respectively. The Somerset facility is 
well into the design stage with an expected completion date 
of 2009. 

The current facilities date from the 1950s and ‘60s, and 
have become inadequate for today’s growing needs. Despite 
modifications, none are fully handicap -accessible, which is 
required under the Americans with Disabilities Act. The 
drive -through windows are heavily utilized, and are intended 

The new Whitley City ofice was completed in August 2006. All 
the new South Kentucky RECC district offices will be the same 

floor plan and size. 
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for the convenience of our members. Through growth and 
poor design of the drive-through windows, we are experiencing 
longer lines causing the service to be less than desirable by 
the co-op. In most cases, the offices are not as inviting or 
designed to be as “custoiiiei~-friendly” as the co-op insists 
they be. 

Above all, though, the co-op has outgrown these spaces. 
When they were constructed South Kentucky RECC served 
about 10,000 members total throughout its 13-county service 
area. Its membership now exceeds 62,000. Creating adequate 
working space to accommodate the employees, parking, 
equipment, new technology, and resources needed to serve a 
growing membership that size will make for a more well- 
organized company, that  is much more convenient and 
accessible tc) the member. 

All the new sites will combine office and warehouse space, 
improving inter  - d e p a r t m e n t a I c o m m 11 n i c a ti o n and 
efficiencies. They will provide indoor shelter for higher cost 
vehicles and equipment, protecting them and piolonging 
their lifespan. District facilities will be fully stocked with 
materials and equipment to serve local demand, enabling 
prompt response and ieducing transportation costs and 
“windshield time. ” 

The co-op recognized the need for this project quickly 
approaching several years ago, and hired a consulting firm to 
do a needs assessment, objectively evaluate the current 
facilities, project future co-op growth, and provide a second 
opinion as to where facilities should be located and even if 
new facilities were the best decision. The decision was that 
the district offices should remain in their host communities, 
where each equitably serves about 10,000-12,000 members 
(the Somerset office serves 2~,0OO-25,000). These locations, 
better equipped, will advance the co-op’s goal of providing 
members everywhere with the same quality of service. The 
decision also was that building all new facilities and selling 
the existing ones would be the most economic. approach. 

The Kentucky Public Service Commission has already 
aDproved the individual construction projects that have come .. 
before it, including the Whitley City; Russell 
Springs, and Albany facilities construction 
projects, ensuring that expenditures were fully 
justified and that the co-op’s needs to serve 
the membership for the next 30 years were 
acceptable. All district office facilities will be 
the same floor plan and the same size. 

The status of the projects is as follows: 
McCreary County. The office that serves the 
southeast part of our territory remains in 
Whit ley City,  very close t o  the  former 
SKRECC facilities. Construction is complete, 
and the facility became operational August 
2006. 
Russell County. The  district office in the 
northwest will be moved from Russell Springs 
to a new location on Highway 127 between 
Russell Springs and Jamestown, just north of 
Russell County High School. Construction 
began in  March 2007 with plans to  be 
completed by August 2007” 
Clinton County. The new southwestern office 
site excavation started in April 2007 with a 
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planned completion date of November 2007. The office/ 
warehouse will be nor th  of downtown Albany a t  the  
intersection of Highway 127 and Snow Road. 
Pulaski County. Relocating South Kentucky RECC’s main 
office in Somerset to a new site on the outskirts of town- off 
the new and as-yet uncompleted Highway 27-will be the 
biggest part of the project. Plans are to make application to 
the PSC for approval for the need to construct a new Somerset 
facility with hopes of having that final approval and ground 
broken before the end of 2007. Construction could take up to  
two years. The Somerset office design, as well as all of the new 
district offices, includes a large, modern community room, 
which like the present room can be used not only for co-op 
training and conference purposes but by members and the 
general public as well. 

Eventually, South Kentucky RECC will have valuable 
assets to sell-its present properties, including the former 
farmland used for the annual membership meeting. (The new 
headquarters will have sufficient property to hold the event 
on-site.) They are considered quite marketable, which will 
allow the co-op to recoup some of its investment in the 
buildings that should house South Kentucky RECC for 30- 
plus years into the future. 

Call Center a major benefit to member services 
Here’s a much-needed improvement your co-op made in 

2006 without waiting for the completion of new buildings. I t  
launched its “call center,” an improved telephone and 
computer system that provides quick, comprehensive services 
to South Kentucky RECC members, with a corresponding 
savings in time and efficiencies for employees whose primary 
job responsibilities are to meet the needs of all OUI walk-in 
members and also those that prefer to do business by phone. 

The  days of calling the co,op with questions about 
anything-your bill, a service problem, requests for home 
energy audits, new service connections, energy-related 
products, etc.-and waiting to be transferred to the right 
department, are over. Now, the “right department” is the call 

South Kentucky RECC’s new call center was put into place August 2006. It 
provides quick, comprehensive service to co-op members who telephone with 

questions or want to make a payment by phone or anything else they may call for. 
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center itself. Trained call center employees operate a computer 
data system that enables them to respond to most inquiries 
for the convenience of our members. 

SKRECC has always limited its use of automated phone 
systems, but this call center utilizes our professional employees 
and takes that effort to the next level. Callers do receive an 
initial automated answer that enables them to go directly to 
the dispatch center to report an outage, or dial their party’s 
extension. Otherwise, though, they stay on the line and are 
quickly connected to a professional South Kentucky RECC 
call center employee who helps them from beginning to end 
without the need to transfer the call in most situations. 

T h e  call center  was one  of SKRECC’s signal 
accomplishments in 2006, improving information and 
communication with its members, to reduce the number of 
busy signals, and to ensure our members get the service they 
deserve. It has also yielded other benefits. Calls are easily 
transferred among all five South Kentucky RECC offices, so if 
an office is experiencing a high volume of incoming calls 
attendants at  another office can relieve the burden, usually 
without the caller even being aware. (If a caller wants to speak 
to someone at  his or her district SKRECC office, that  
connection, of course, can be made.) 

- Launched last June in Somerset, the call center was 
gradually expanded to the other district offices as more 
employees were trained and the installation completed. I t  
was fully up and running by August, when it became operative 
at Whitley City. 

Funding for daily work 
And, finally, South Kentucky RECC has commenced 

operations under its new three -year work plan. 
America’s rural electric co-ops sustain their systems 

through operations loans provided by the federal Rural 
Utilities Service (RUS). Each three-year plan requires 
extensive research and careful drafting by the operations staff 
to ensure that the RUS will approve the work proposals and 
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money request. South Kentucky launched its $29 million, 
2007-2009 plan in January. 

There are no new special projects in the work plan-the 
“special” things on SKRECC’s plate, such as moving into 
new offices and relocating power lines to  accommodate 
highway construction, lie outside the work plan’s scope. But a 
glance at  the plan provides insight into what “normal” 
operations are like for this growing, 63,OOO.-member, 13-county 
co-op. 

Forty-two percent of the $29 million will go to new service 
extensions, as people build homes and businesses in co-op 
territoiy. SKRECC will upgrade 153 miles of power line- 
replacing old copper wire in some places, switching to larger 
conductor (wire) elsewhere to carry additional load, and going 
from single -phase to three-phase power (look for three wires 
on the poles instead of one) where that higher level of service 
is needed. Line upgrades will cost about $6.6 million. 

The plan also covers testing, replacing, and improving 
line equipment-the transformers, voltage regulators, 
capacitors, and fuses that maintain power quality and 
sectionalize the system to confine outages to smaller areas. 
The work plan foresees replacing some 2,400 poles over the 
course of three years, at a cost of $3 million. 

It takes diligence, dedication, and expertise to run an 
electric system as large as SKRECC’s. Unfortunately, it is costly 
to meet the growing needs of our members, and we must 
continue to make upgrades to the system for better reliability. 
Our costs have drastically risen over the past 17 years, and 
with our commitment to continue to improve service, these 
are some of the reasons why the co-op finally had to resort to 
the 8.4-percent rate increase the Public Service Commission 
approved in  2006 and  which SKRECC inst i tuted in  
September. 

T h a t  increase ended  the  co.-op’s 17-year run  of 
maintaining steady retail electric prices, but anyone would be 
hard pressed to find another cost that stayed the same over 
that period. SKRECC is very proud of those 17 years without 
an increase and now we are dedicated in building another 

good run. We know how critically important 
it is to our members to keep rates as low as 
possible. 

South Kentucky RECC will now continue 
its quest to be a good steward of our members’ 
money and assets while remaining very 
commit ted to  making the  necessary 
investments in facilities, equipment, growth 
expansion, and employees. These investments 
will help the co-op give members the best 
electric service at  the most stable prices 
possible. 

South Kentucky RECC’s mission remains 
being (‘for people, not profit” and to provide 
reliable service to its members at  an affordable 
cost and be committed to the growth of local 
communi ties. 

A large portion of South Kentuclcy RECC’s new work plan is for new serwice 
extensions. Here, an SKRECC construction crew begins setting poles and 

estnhlislzing service in a new Wayne County subdiwision. 
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ow,?- I @ i s s i o $ % :  
South Kentucky RECC 
was fomxd for people, 

not profit. Its mission is to 
reliably provide 

electricity and related 
services to its rnenzbers at 
ci competitive price, a d  

improve the quality of life 
in its communities. 

O U T  T7isidDnC” 
South Kentucky RECC’s 

goal is to become a 
cornerstone of ALL of 
our communities; to be 

recognized as an industry 
leader in service, 

professionalism, and 
competitiveness; and to 

be the energy provider of 
choice within our service 

boundaries. 

2007 Statement of Earninns 

Operating Revenue ................................. .$100,707,556 
Cost of Electric Service 

Cost of Operating the Distributio 
Depreciation Expense .................... 

Public Service Commission Assess 

Cost of Electricity Purchased From East Icentuclqr Power ..... $72,907,68 I 

Interest Expense on Loans .................................. ......... $ 5,231,781 

Other Expenses ........................................ 

Total Cost of Electric Service ................................................................. $99,365,767 

Non-Operating Income ................................................................................. $261,213 
Gross Margins fxom Electric Service ...................................................... $ 1,341,789 

Net Margins (Deficit) ............................................................................. ..$ i ,603,002 

Balance Sheet As of December 31, 

Assets: 
I iota1 Poles, Wiles, aiid Other Equipinent ......... 

Net Value of Poles, Wires, and Ot 

Cash ................................... 
Accounts and Note 
Material in Invento 

$176,572,333 
Less Accumulated Depreciation .................................. ($33,821,717) 

Investments in Associated Organizations ........... 

... Prepaid Expenses ...................................... 
Other Assets .................................. ......................................... $634,866 

....................... $182,308,958 ........................................ 

Liabilities and Members’ Equity: 

Members and Other Equities .............................. 
LongTerm Notes Payable.. 
Notes and Accounts Payab 

Consumer Deposits ................................. .............................. $911,334 

............................................. $106,988,410 

Total Liabilities and Members’ Equity ................................................. $182,308,958 
.......................................... 
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up" i S S i Q n Z  
South Kentucky RECC 
was formed for people, 

not profit. Its mission is to 

electricity and related 
services to its members at 
a competitive price, and 

improve the quality of life 
in its communities. 

$* reliably provide 

I) 

U T  V i s i o n :  
South Kentucky RECC's 

goal is to become a 
cornerstone of ALL of 
our communities; to be 

leader in service, 
professionalism, and 

competitiveness; and to 
be the energy provider of 
choice within our service 

boundaries. 

I recogniyed as an industry 
, 1. 
i 

2007 Statement of Earnings 

Operating Revenue. . 
Cost of Electric Service 

Cost of Electricity Purchased From East Kentucky Power .....$ 72,907,681 
Cost of Operating the Distribution System ............................. $16,325,333 

.................................................................... $ 100,707,556 

Depreciation Expense ........................ ."".." -.$ 4,742,212 
Interest Expense on Loans ................. ............................... $ 5,231,781 
Public Service Commission Assessment ................................. $ 95,498 
Other Expenses $ 63,262 .......................................................... 

Total Cost of Electric Service ................................................................ .$99,365,767 

Non-Operating Income ............................................................................ ..$261,213 
Gross Margins from Electric Service .................................................... $ 1,341,789 

Net Margins (Deficit) .............................................................................. $ 1,603,002 

Balance Sheet As of December 31. 2007 

Assets: 
Total Poles, Wires, and Other Equipment ................................ $176,572,333 

Less Accumulated Depreciation .......... ($33,821,717) 

Investments in Associated Organizations 

Prepaid Expenses . . 
Other Assets ............................................................................................... ..$634,866 
Total Assets ....... ...... $182,308,958 ..... 

Liabilities and Members' Equity: 

Members and Other Equi 

Notes and Accounts Payable 0 
Other Liabilities ........................................................................................ $8,805'539 

Consumer Deposits .......... 

Long-Term Notes Payable ...................................................... 

Total Liabilities and Members' Equity ........... 

MAJOR COSTS REVENUE SOURCES 
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COMMONWEALTH OF KENTUCKY 
DEPARTMENT OF REVENUE 

, OFFICE OF PROPERTY VALUATION 
PUBLIC SERVICE SECTION 

501 High Street, 4th Floor, Station 32 
Frankfort, KY 40620 

Phone (502) 564-8175 Fax (502) 564-8192 

CERTIFICATION OF PROPERTY ASSESSMENT 
TAX YEAR 2008 

SOUTH KENTUCKY RECC 
JEFF GREER 
PO BOX 910 
SOMERSET, KY 42502-091 0 

GNC: 005830 
TYPE CO: RECC 
TAXTYPE: 035 
TAX ID: 
PRINT DATE: 09/03/2008 

The Department of Revenue certifies thls assessment to the County Clerk in accordance with KRS136.180. This 
assessment is subject to all tax levies as explained below. 

Original Certification Date: 9/3/2008 

TAXING 
JURISDICTION 

REAL TANGIBLE TOTAL 
ESTATE PERSONAL ASSESSMENT 

PULASKI 
COUNTY 

GENERAL 2,855,804.00 37,867,209.00 40,723,OI 3.00 

SCHOOL 
PULASKI COUNTY GENERAL 1,001,145.00 32,509,243.00 33,510,388.00 
SCIENCE HILL INDEPENDENT GENERAL 0.00 139,250.00 139,250.00 
SOMERSET INDEPENDENT GENERAL 1,854,659.00 5,218,716.00 7,073,375.00 

SCIENCE HILL 
SOMERSET 

CITY . 



M e n  Anderson 
Chief Executive Officer 

South Kentucky 
Rural EJectric 

Cooperative Corporation 
PO Box 910 

Somerset, Kentucky 

COMPLETE APPRAISAL 
SUMMARY REPORT 

Childers Financial 
Services, Inc. 

205 Parkers MU Road 
Someset, Kentucky 

Phone: 606/678-4956 
F=: 606/679-8742 

E-Mail 
mark-vaught@charter.net 

The following is a 

Surnmav Report 

o fa  

Complete Appraisal 

of 

RECC Somerset Offices 

925-929 N Main Street 

Sorners et, Kentucky 

as of the 

3rd of September 2QO4 

mailto:mark-vaught@charter.net


Subject Address:. . . . . . . . . . . . . .  

city .............................. Somerset 

925-929 N Main Street 

......................... ..- county:. Pulasld 

State:.". . . . . . . . . . . . . . . . . . . . . . . . . . .  

CQde:.". ..................... 42503 

Not Utihzed 

Not Utihzed Income Approach Value:. .................... 

Client: .................... South Kentuckv RECC 

Contact:. . . . . . . . . . . . . . . . . . .  Allen Anderson 

Appraiser:. .................... Mark H. Vaueht 

Date of Appraised Value:. . .  3 Seutember 2004 

1.500.000 Final Estimate of Value:. .$ 

Appraiser:. .................... Mark H. Vaueht 

Date of Appraised Value:. . .  3 Seutember 2004 

1.500.000 Final Estimate of Value:. .$ 



205 Parkers Mill Road 
Somerset, Kentucky 42501 

Telephone 606/678-4956 
Fax 606/679-8742 

EL-mail mhvaught@aol.com 

9 September 2004 
Mr. Allen Anderson 
Chef Executive Officer 
South Kentucky Rural Electric Cooperative Coiporation 
925-929 N Main Street 
PO Box 910 
Somerset, ICY 42502 

RE: South Kentucky RECC Offices - Somerset 
925-929 N Main Street 
Somerset, Kentucky 42503 

Dear Allen: 

In accordarice With your request, I have personally visited the above referenced property 
on the 3rd of September 2004. The purpose of the site visit was to appraise the property in order 
to estimate tlie fair market value of the subject property as of the 3rd of September 2004. 

market value of the suhject property as of the Yd of September 2004 is: 
Rased upon the exainination and study made, I have formed die opinion that the fair 

One on Five Hundred Thousand 
( $ ~ 3 § ~ Q 3 Q Q ~ ~  

The following report represents, in detail, the appraisal and analysis of the data along 
with other mateiials upon whlch the estimate of value is predcated. 

Respectfiilly submitted, .f 

Mark H. Vaught 42' 1. 

General Real Property 
Appraiser # 2271 

1 
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.. nn. IImprovements: 

The subject property is an 
improved tract of land containirig 
9.75 acres at the intersection of 
University Drive and North Main 
Street. The site is within the 
southwest quadrant of the 
intersection. 

Subject site is improved with 
eight buildings and two single- 
fainily residences. The 
residences are not included in 
the valuation process. 
Bidding No. One is a 21,597 
square foot brick office bidding; 
Bluldmg No. Two is an 18,650 
square foot warehouse with a 
170' x 50' attached 
loading dock; Building No. 
Three is a 1946 square foot 
block building with a 31' x 31' 
loading dock, Building No. Foul: 
is a 788 square foot 3-bay 
garage; 
Building No. Five is a 2,952 
square foot eight bay garage; 
Building No. Six/Seven is an 
11,200 square foot nine bay 
garage with a 60 x 40 
maintenance garage. B d h g  
No. Eight is a 5,600 square foot 
twelve-bay open sided garage. 
The site has had extensive 
grading to fachtate drainage. 
Approximately 4.0 acres is 
asphalted and the remairider is 
graveled. 90% of the site is 
under fence. 

Childen' Fiizatznal Serutces, Inc. 
Complete Appraz ral-Stlmmary &port 



iii. cost Approach: 

vii. Date of Appraisal: 
Effective Date of Appraisak 

viii. Type of Appraisal: 
Type of Report: 

k. Entended Use: 

x. Intended User: 

Not Utilized 

Not Uthzed 

$1,685,000 

$1,500,000 

3 September 2004 
3 September 2004 

Complete Appraisal 
Summary Appraisal Format 

To determine the market value of 
the present improvements. 

Allen Anderson 
Chef Executive Officer 
And mernbers of the 
Board of Directors of 
South Kentucky RECC 
are the intended users specified in 
the report, along with any state or 
federally instrumentality so entitled. 

Childen’ Fznaticial Servicq Iiic. 
Complete Apprairal-Summagi Report 
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Xi. Mark H. Vaught 
Appraiser 

ChtJdet:r ' Fznamul Serxces, Inc. 
Coqtdete Apprazral-Summa y Repot? 
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Property Rights Appraised 7 -87 

The property rights herein appraised are fee simple. Fee simple ownership is defined as 

tlie best and highest level of ownershp in real property, wlde fee simple ownershp is the 

highest degree of ownersllip it does not guarantee the unrestricted exercise of the bundle of 

right associated with real property ownersllip. 

The subject property is appraised assuining it to be free and clear with no 

encumbrances, encroachments, or restriction violations affecting the property. The subject is in 

an area whch is presently not zoned. The subject and 4 adjoining properties are surrounded by 

the City of Somerset. The area is zoned commercial, residential and light industrial. The subject 

complements the existing businesses. There is a special use properties (school, YMCA) in die 

neighborhood as well 



The scope of this appraisal will be to estimate the market value in an "as is ' I  con&tion 

as of the date of site visit, the .3rd of September 2004. 

To reach h s  valuation, the scope includes the following. 

1. A site visit of the property. We/I do not warrant the stmctural integrity of existing 
structure(s), but unless otherwise noted, it is assumed to be of souiid construction with 
all mechanical, plumbing and electrical systems in good workmg order. It is assunled 
that all proposed stnicture(s) wlll be coristnicted in a manner to pass all necessaiy 
b u i l b g  codes. 

A search of the public record relative to tlie subject. T h i s  search eiicompasses, among 
other h g s ,  tax and assessment information, easement(s), both private as well as public, 
deed restrictions, zoning, condtional uses, variances, hstoiy of the property, etc. 

3. A summaiy of neighborhood and regional area characterisacs. 

4. Analysis of physically possible uses, legally permissible uses, and all feasible uses in order 
to estimate the lughest and best use of the subject property. 

Research of public record for comparable sales and listings. Telephone verification, 
where possible, of all sales and listing with the buyer, seller or their representatives. 
Comparison of the comparable properties to the subject with consideration of such 
differences as legal encumbrances, financing terms, conchions of sale, market 
condltions, location, physical characteristics, availabiltty of ualities, zoning and llighest 
and best use. 

6. The three recopzed approaches to value, Cost, Sales Compalrison and Income, wiU be 
developed unless sufficient supporting data is not available or the nature of this 
assignment precluded application of any approach. 

The preparation of a narrative appraisal report in compliance with the Uniform 
Standards of Professional Appxaisal Practice adopted by tlie Appraisal Standards Board 
of the Appraisal Foundation. The appraiser has met tlie competency provision as 
required by USPAP and is capable of coinpleting the appraisal assignment coinpeteiitly 

2. 

5. 

7. 
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The purpose of this appraisal is to estimate die market value of the subject property for 

present improvements, for Allen Anderson, CEO, South Kentucky RECC as of the 3 r d  day of 

September 2004. (This appraisal is completed following tlie guidelvles of the Uniform 

Standards of Professional Appraisal Practice) For die pixpose of this report, market value is 

defined as the most probable price, which a property should bring in a competitive arid open 

market under all condttioiis requisite to a fair sale, the buyer arid seller, each acting piudently, 

knowledgeably, and assunkg tlie price is not affected by undue stirrmlus. 

Implicit in the definition of market value is the consummation of a sale as of a specified 

date and the passing of title from seller to buyer under condttions whereby: 

1. Buyer and seller are typically motivated. 

2. Both parties are well infolined or well advised , and each acting in what he 
considers his own best interest. 

3. A reasonable time is allowed for exposure in the open market. 

4. Payment is made in terms of US.  dollars or in terms of financial arrangements 
comparable thereto. 

5. The price represents die normal consideration for the property sold unaffected 
by special or creative financing or sales concessions* granted by anyone 
associated with the sale. 

"Adjustments to the comparable sales must be made for special or 
creative financing or sales concessions. No adjustments are necessary for those 
costs wllich are normally paid by sellers as a result of tradition or law in a 
market area; these costs are reatlily identifiable since the seller pays these costs 
in virtually all sales transactions. Special or creative financing adjustments can 
be made to tlie comparable property by comparisons to financing terms 
offered lay a third party institutional lender that is not already involved in the 
property or transaction. Any adjustment should not be calculated on a 
mechanical dollar for dollar cost of the financing or concession, but the dollar 
arnount of any adjustment should approximate the market's reaction to the 
financing or concessions based on the appraiser's judgment. 

7 



Statement off Limiting Conditions 

Contingent h d l  Limiting C~nd i t i~ns :  The appraiser's certification that appears in the 
appraisal report is subject to the following concktions: 

8 The appraiser will not be responsible for matters of a legal nature that affect either &e 
property being appraised or the title to it. The appraiser assumes that die title is good aiid 
marketable and, therefore, wdl riot render any opinions about the title. The property i s  
appraised on tlie basis of it being under responsible owiiership. 

Q The appraiser has examined the avadable flood maps that are provided by the Federal 
Emergency Management Agency (or other data sources) and has noted in the appraisal report 
whether the subject site is located in an identified Special Flood Hazard Area. The map can be 
found in die Site Analysis Chapter. Because the appraiser is not a ~ ~ ~ ~ e g r c p r ,  he QH she 
Jtraakes gUaraEltee§, eXlpre§§ed OH iXE+pEed, regarding this d l e t e r ~ ~ n ~ t ~ ~ ~ ~  

Q The appraiser will riot gve testimony or appear in court because lie made an appraisal 
of the property in question, unless specific arrangements to do so have been made beforehand. 

ra The appraiser has estimated the value of the land in the cost approach at its highest and 
best use and die improvements at their contributoq value. These separate valuations of the 
land and improvements must not be used in conjunction with any other appraisal and are 
invalid if they are so used. 

Tlie appraiser has noted in die appraisal report any adverse conditions (such as, needed 
repairs, depreciation, the presence of hazardous wastes, toxic substances, etc.) obseived during 
tlie site visit of tlie subject property or that lie or she became aware of during the normal 
research involved in performing the appraisal. Unless otlieiwise stated in the appraisal report, 
the appraiser has no knowledge of any hidden or unapparent conditions of the property or 
adverse environmental conditions (inclubg the presence of hazardous wastes, toxic 
substances, etc.) that would make the property more or less valuable, and has assumed that 
there are no such conditions and makes no guarantees or warranties, expressed or implied, 
regardmg the condtion of the property. The appraiser wdl not be responsible for any such 
condtions that do exist or for any engineering or testing that might be required to discover 
whether such condtions exist. Because the appraiser is not an expert in the field of 
e ~ v i ~ o ~ ~ e n t a l  hazards, the appraisa report must not be considered as an 

assumption that there is no e ~ ~ r o ~ ~ e n t a ~  contamination as of date ~f site visit. 
enViroll~eltltatl a§§e§§lXlent Qf the IpPOpe~. The apP]pEai§al is Hlnade Ultndef the 

Q The appraiser obtained the information, estirnates, and opinions that were expressed in 
the appraisal report from sources that he considers to be reliable and believes them to be ttue 
and correct. The appraiser does not assume responsibiltty for the accuracy of smch items that 
were fiirrlished by other parties. 

0 

in die Uniform Standards of Professional Appraisal Practice. 
The appraiser will not dsclose the contents of the appraisal report except as provided for 
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tliat is subject to satisfactory completion, repairs, or alterations on the assumption that 
coinpletion of die improvements will be performed in a workmanhke manner. 

The appraiser lias based lis appraisal report and valuation conclusion for an appraisal 

Q The appraiser must provide lis prior written consent before the lender/client specified 
in the appraisal report can distribute tlie appraisal report (including conclusions about die 
property value, tlie appraisei's identity and professional designations, and references to any 
professional appraisal organizations or the fit-m with whch tlie appraiser is associated) to 
anyone otlier than tlie borrower; the mortgagee or its successors and assigns; tlie mortgage 
insurer; consultants; professional appraisal organizations; any state or federally approved 
fuiancial institution; or any department, agency, or instrumentality of tlie United States or any 
state or the District of Columbia; except tliat the lender/client may &stribUte the property 
description section of the report only to data collection or reporting service(s) without liaving 
to obtain tlie appraiser's piior written consent. The appraiser's written consent and approval 
must also be obtained before the appraisal can be conveyed by anyone to the public through 
advertising, public relations, news, sales, or otlier media. 

Chdders' Ftnaitnal Seimcer, liic~ 
Complete Apprai ral-Summaty Repoi-t 
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Appraiser’s Certification: As required by Standards Rule 2-3 
The Appraiser certifies and agrees that: 

Q 

development of the estimate of market value in tlie appraisal report. I have not knowingly 
withheld any sigrlificant information from the appraisal report and I believe, to the best of iny 
knowledge, tliat all statements and information in tlie appraisal report are true and correct. 

I have taken into consideration the factors that have an impact on value in i n j 7  

Q 

professional analysis, opinions, arid conclusions, which are subject only to the contingent and 
h t i n g  condtions specified in this form. 

I stated, in the appraisal ieport, only my own personal, impartial, unbiased, and 

Q I have no present or prospective interest in the property that is the subject of &IS report, 
and I have no present or prospective personal interest or bias with respect to the participants 
in the transaction. I did not base, either partially or completely, my analysis and/or the 
estimate of market value in the appraisal report on the race, color, religion, sex, handicap, 
familial status, or national origin of either the prospective owners of the subject property or of 
the present owners or occupants of the properties in the vicinity of tlie Subject property. 

8 

current or fiiture employinent nor my compensation for performing t h ~ s  appraisal is 
contingent on the appraised value of the property. 

I have no present or contemplated future interest in tlie subject property, and neither my 

I was not required to report a predetermined value or du-ection in value that favors die 
cause of die client or any related party, the amount of the value estimate, the attainment of a 
specific result, or tlie occurrence of a subsequent event in order to receive my coinpensation 
and/or employment for performing the appraisal. I d d  not base the appraisal report on a 
requested minimum valuation, a specific, valuation, or the need to approve a specific mortgage 
loan. 

e I performed h s  appraisal in conformity with the Uniform Standards of Professional 
Appraisal Practice that were adopted and promulgated by the Appraisal Standards Board of 
The Appraisal Foundatioii and that were in place as of the effective date of this appraisal, with 
the exception of the departure provision of those Standards, whch does not apply. I 
acknowledge that an estimate of a reasonable time for exposure in the open market is a 
cond~tion in the definition of market value and the estimate I developed is consistent with the 
marketing times of commercial properties in the Market Area. 

I have personally inspected the interior and exterior areas of the subject property aiid the 
exterior of all properties listed as comparable sales in the appraisal report. I further certify that 
I have noted any apparent or known adverse conditions in tlie subject improvements, on the 
subject site, or 011 any site witliri the irnmediate vicinity of the subject property of wllich I am 
aware and have made adjustments for these adverse conditions in my analysis of the property 
value to the extent that I had market evideiice to support them. I have also commented about 
die effect of  the adverse conditions on the marketability of the subject property. 

Chzlders ’ Fznannal Sertncer, Inc. 
C07llplete Appraz ral-Summay Report 
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13-67 
o I personally prepared all conclusions and opinions about t he  real estate that were set forth 
in t he  appraisal report. If I relied on sigmficant professional assistance from any inchidual or 
inchviduals in die performance of the appraisal or the preparation of the appraisal report, I 
have named such individuals and disclosed tlie specific tasks performed by them in t h e  
rec,oncdlation section of this appraisal report. I certify that any iridIvidua1 so named is  
qualified to perform die tasks. I have not authorized anyone to make a change to any item in 
tlie report; therefore, if an unauthorized change is made to the appraisal report, I will take no 
responsibhty for it. 

o 

involved with h s  assignment. 
I have no bias with respect to die property that is subject of &IS report or to tlie parties 

o 
to perform the assignment in compliance with USPAP regulations. (2) That I am familiar with 
die neighborhood, region enough to perform this assignment. (3) That CWders Financial 
Seivices research has amassed sufficient information in Somerset-Pdaski County and Soutli 
Central ICentucky-that has been verified and analyzed-to produce sales comparable or s d a r  
enougli to determine a value for the subject property tlirough die sales corriparison approach, 
and (4) enough information has been gathered from local and national resources to deterinine 
a value through tlie cost approach. 

In accepting the assignment, I believe: (1) That I have the necessary appraisal experience 

Mark H. Vaught 

Date Signed: 09-c")- 
State License #: 227 1 

State: ICY 

Expiration Date of Certification or License:6/30/05 

Cbilders ' Finannal Seruzcer, IIIC. 
Compl'ete Apprar ral-Simmaly Repoiit 
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Soutli Kentucky Rural Electric 
Cooperative CoiToration 

925 North Main Street 
Somerset, ICY 4250 1 

Mr. Meti Anderson 

Various dates since 1 June 2004 

The appraised property is 
composed of ten tracts. Two 
tracts are improved witli single 
family residences and are 
not included in the appraisal. 

Tract No. One 

Thls tract was conveyed to 
South Kentucky Rural E,lectric 
Co-operative Coiporation by 
Maria Elhot Adkins 8( B. L. 
Adkins, her husband on 27 
December 1948 and of record in 
Deed Book 163 Page 195. 

eed Book 863 Page 195 

Being a part of the same 
property conveyed to Maria 
Elliot A d h s  arid Nannie 
Groley et a1 by will and of 

Cbzlders’ Fznatinal Seruzcer, Itic. 12 
Conlplete Apprairal-Szmma~ Rcport 



record in Wdl Book 9 Page 40.3 
Narinie Groley et a1 conveyed 
their interest to Maria Elhot 
Adh i s  et a1 by deed dated 27 
Febniaiy 1947 and of record in 
Deed Book 152 Page 25. 

15 -bT 

Tract No. Two 

This tract was conveyed to 
Soutli Kentucky Rural Electric 
Cooperative Corporation by 
Welbie Bray & Nettie Bray, l i s  
wife on the 8th of April 1969 and 
of record it1 Deed Book 290 
Page 41 1 

~ e e d  ~ o o k  290 page 4118 

Being a part of the same 
property conveyed to Welbie 8r 
Nettie Bray by deed dated 31 
July 1952 arid of record in Deed 
Book 18.5 Page 576. 

Tract No. Three 
Deed Book 299 Page 343 
This tract was conveyed to 
South I<entuclry Rural Electric 
Co-operative Coiporation by 
Barnett Elcfridge & Mafre 
Eldridge, his wife and Clarence 
Vaught & Louise Vaught, his 
wife on 28 Febmaiy 1970 and of 
record in Deed Book 299 Page 
343. 

Being a part of the same 
property conveyed to Barnett 
Eldridge 8r Mafre Elcfridge and 
Clarence Vaught & Louise 
Vaught by deed dated 30 August 
1968 arid of record in Deed 
Book 285 Page 527. 

Tract No. FOUn 

Deed-Book 329 Page 088 
Tlis tract was conveyed to 
Soutli Kentucky Rural Electric 
Cooperative Corporation by 
Horace A. Withers 8r Georgia 

13 



Withers, hx Wife on 2.5 Januaiy 
1972 and of record in Deed 
Book ,329 Page 088. 

/b-S7 

Being die same propertry 
conveyed to Horace A. Witliers 
CI: Georgia Withers, by deed 
dated 5 May 1954 and of record 
in Deed Book 193 Page 3.53 and 
by deed dated 2 September 1955 
arid of record in Deed Book 201 
Page 125 arid by deed dated 7 
August 19.58 and of record in 
Deed Book 2 18 Page 4 12. 

Tract No. Five 

This tract was conveyed to 
Soutli Kentucky Rural Electric 
Cooperative Coiporatioii by 
Gerald & Bonnie Phelps, l i s  
Wife on 13 October 1978 arid of 
record in Deed Book 387 Page 
404. 

Deed Book 387 Page 404 

This being die same property 
coriveyed to Gerald Ck Bonnie 
Phelps by deed dated 24 May 
196.5 and of record in Deed 
Book 26.3 Page 006. 

Tract No. §k 
(Improved with SingBe-FamiIy 
Residence) 
Deed Book 388 Page 145 
This tract was conveyed to 
South Kentucky Rural Ekctric 
Cooperative Corporation by 
Larry Ross Martin & Katliaryn 
Martin, his wife on 1 November 
1978 and of record in Deed 
Book 388 Page 145 

Being the same property 
conveyed to Larry Ross Martin 
& Katharyn Martin by deed 
dated 9 April 197 1 and of record 
in Deed Book 323 Page 270. 

Childen' Fiiiannaf Serutcer, h c .  14 
Conplete .Apprai ral-Sztmmaa7y Report 



&hi bik 6 
Tract No. Seven J7-87 
Deed Book 498 Page 562 
This tract was conveyed to 
South Kentucky Rural Electric 
Cooperative Corporation by 
Rupert D. Burkett ck. Kara B 
Diukett, his wife on 4 February 
199 1 and of record in Deed 
Book 498 Page 562 

Being a part of the same 
property conveyed to Rupert D. 
Bukett & Kara €3. Rurkett by 
deed dated 20 May 1962 and of 
record in Deed Book 242 Page 
164 and by deed dated 26 July 
1977 and of record in Deed 
Book 374 Page 146. 

Tract NQ. Eight 
Deed B Q Q ~  299 Page 343 
This tract was conveyed to 
South Kentucky Rural Electric 
Cooperative Corporation by 
Thelma Sowder, a widow on 4 
February 1991 and of record in 
Deed Book 498 Page 565 

Being a part of the same 
property conveyed to Thelma 
Sowder by deed dated 2 June 
1962 and of record itl Deed 
Book 242 Page 232. 

Tract No. Nine 
(Improved with § ~ n g ~ ~ - ~ a ~ ~ ~ y  

Deed Book 546 Page 625 
This tract was conveyed to 
South Kentucky Rural Ekctric 
Cooperative Corporation by 
Norma Petteet (formerly Norma 
Todd) and Harrison Childers, 
Co-Executors of the Estate of 
Golha Clulders, on 6 April 1994 
and of record in Deed Rook 546 
Page 625. 

IfPt3idence) 

Being the same property 
conveyed to Harrison Childers 
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Assessment: 

&h*b; 11-7 
~r GoIda Cldders, l i s  -wife, by 
deed dated 28 July 1962 and of 
record in Deed Book 243 Page 
298. Said Harrison Cldders 
having heretofore departed h s  
life and fee title vested in Golda 
Cldders by virtue of die 
survivorship provisions of said 
deed. 
Said GoIda Childers, a widow, 
having departed this life on 7 
June 1992, and grantors being 
Co-Executors appointed in Wdl 
Book 30, Page 114. 

/B%y 

Tract No. Ten 

This tract was conveyed to 
South I<eritucky Rural Electric 
Cooperative Coiporation by 
Brentie 0. Bray & Joyce Dean 
Bray, h s  wife on i 7  September 
1994 and of record in Deed 
Book 555 Page 304. 

Deed BQQk 555 Page 304 

Being same property conveyed 
to Breritie 0. Bray & Joyce 
Dean Bray by deed dated 1 July 
1991 and of record in Deed 
Book 551 Page S89. 

All deeds and w i l l s  referenced 
above are located in die Pilaski 
County Court Clerk's Office. 

Franchise 
Parcel No 060-6- 1 - 12 

Cbzldet:r Fznannal Servzcer, Im. 16 
Cononlple f e  Appraz ral-Swimaty Rt.porf. 



The subject neighborhood is that area along University Drive 19 from its intexsection 

with ICY ‘39 to E-Iwy. 27. The east boundaiy would be Puinphouse Road, and the west boundaiy 

would be US 27. The area includes the Huffaker AdQtiori to the City of Somerset. The majority 

of properties in the area is single fa-truly residences, with some light industrial; Todd Truss and 

Ace Body Shop, Cormnercial; 

Modern Vending, Peoples Tobacco 

Warehouse, Farmers Tobacco 

Warehouse, H. T. Hackney, and 

Pepsi Cola B o t b g  Company, 

special puipose properties, Pulask 

County High School, South 

Kentucky RECC Headquarters, 

Somerset Country Club and the 

YMCA. The area also has an 

apartment complex, and a 

condoirliniuin complex. 

The &verse in the area 

is coimnon for die area and does 

not effect the value or marketability 

of the property. 

The area has no unfavorable factors. The subject is convenient to or contains schools, 

shopping and employment centers. 

The subject neighborhood is provided electrical power by the I<.entucky Uulities, Inc. 

and the city of Somerset provides the water seivice, public sewage and natural gas. Alltel 

provides telephone and cable television is provided by Chai2er C,ormnunic,ation. 

There are no known or apparent adverse conditions in the neighborhood at the present time. 

Cfnlders ’ Fztzannaf Seruzcer, l i ic. 
Complete .Appratsal-Sz~~imia?y Repoiit 
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Site: 

The subject property is on the south side of University Drive, at its intersection with 

North Main Street. The site contains 9.75 acres. The two residential tracts contain 0.693 acres, 

leaving 9.057 acre in the operational complex. The tract has over 420 feet of road frontage along 

North Main Street, and 

over 595 feet of road 

frontage along University 

Drive. The site is at road 

grade, with topography 

that would be classified a: 

r o h g .  The site has 

several entrance/exits 

onto Nordl Main Street, 

and one entrance/exit 

onto University Drive. 

I I . . . .  
Ths entrance is thxougli a subservient easement. Vmbihty is good, s street scene I 
ingress and egress onto the site are not problems. Congestion is a 

problem at tirnes. University Drive and North Main Street are publicly maintained asphalt roads. 

' I 

They are maintained by the Corrunorlwealth of Kentucky. There are mercury vapor streethglits 

along University Diive and North Main Street. North Main Street has sidewalks, concrete curbs 

or gutters. There are no sidewalks, concrete curbs or gutters along University Drive. 

Chddets ' Fznannal Serums, Inc. 
Conplete Appraisal-Snnzmary Repoiit 
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a -87 

The legal description for Tract # 1 is as follows: 
A certain tract or parcel of lalid lying and being on the west side of highway # 27 (now 
North Main Street), north of Somerset, and in Pulash County, Kentucky, and inore 
particularly described as follows, to-wit 

BEGINNING at a stone on the west side of US Highway ## 27, Hines' corner; thence 
with the highway, a northerly direction, 180 feet to another stone on the west side of 
the hghway, corner to the other property of fust parties; thence an angle of 99015', 
with the property line of first parties, a westerly hection, 540-5/ 10 feet to a post; 
thence an angle of 80036', a southerly direction 150 feet, approximately parallel to U.S. 
Highway # 27, to a post; thence an angle of 1020 3.5', an easterly hection, passing 
along Roscoe Morris' h e  and then along Hines' h e  546 feet to the beginning. 

The legal description for Tract # 2 is as follows: 

Part of three certain lots ox parcels of land located, lying and being in Pulaski County, 
Icy., and being known as Lots 26,27 & 28 in block I'D'' of the Elhot Sub-Division, 
plat of whcli is of record in Plat Book 1 Page 59, Pulaski County Clerk's Office, 
Kentucky. The land herein conveyed being the rear of back part of the above three 
named lots and bounded and described as follows; 

BEGINNING at an iron pipe in South Icy. R. E,. C. C. line and a corner of Thelma 
Sowder and Welby Bray; therice with Sowders line S 27 E 87 feet to an iron pipe; 
comer of Sowder, Shelton and Bray; thence with Shelton's Line S 80'-30'' W 83 feet 
to an iron pipe; thence houg l i  Bray's land N 11 W 78 feet to an iron pipe in South 
Icy. R. E. C. C. Line; thence with said h e  N 79'-30" E 62 feet to the beginning 
corner. 

The legal description for Tract # 3 is as follows: 

A certain tract or parcel of land lying and being on the south side of Kentucky 
Highway # 39 (now University Drive), north of Somerset, and in Pulaski County, 
Kentucky, bounded and described as follows: 

BEGINNING at a corner post in tlie right-of-way of Kentucky 39 near a right-of-way 
marker SO' southward from the center of Kentucky 39 and approxknately 160' 
westward froin the center of Kentucky 1247; thence S 23'54'E 266.5 feet to a corner 
post; S 77'07' W 762.8 feet to a 2" steel post; S 26'14' E 150.4 feet to a 2" steel post; S 
76'32' W 198.9 feet to a power pole in the fence; thence leaving the fence N 14'30' W 
558.8 feet to a stake in the light-of-way of Kentucky 39; thence with the right-of-way 
of Kentucky 39 S 76'45' E 194.5 feet; N 88'36' E 200.1 feet; N 76'00' E 120.4 feet to 
the begulning. Contains 4.28 acres as shown by plat of same attached hereto and made 
a part hereof reference. 
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The legal description for Tract ## 4 is as follows: 

TRACT I: 

Certain lot or parcel of lalid lying and being in Pulaski County, State of Kentucky, and 
being lrnown and designated as Lots 8,9 and 10 in Block "Rl' of the Elliott Sub- 
&vision to tlie city of Somerset, Kentucky as shown by the plat of the same recorded 
in Plat Rook 1 Page 59, Pulaski County Court Clerk's Office, Kentucky. There is 
excepted and not included a certain portion of Lot No. 8 and die saine being a saip of 
land lying on soutli side of said lot, fronting 15 feet to Tarter Avenue and mn&g back 
tlirougli parallel h e s  75 feet to said 
adjoining Lot No. 7. 

TRACT 11: 

A certain lot or parcel of land lying and being in and being in Elhott Sub-division, plat 
of whicli is of record in Plat Book 1 Page 59, said land being in Pulaski County, 
Kentucky, and said record among tlie records of Pulasl  County, I<entucky, and herein 
tract being bounded and described as follows: 

BEGINNING on tlie north corner of No. 5 lot, rn Block "B"; tlience north wid1 
Highway no. 27, 39 feet; tlience northwest 109 feet to a stake; thence soutlieast 39 feet 
to a stake; tlience northeast 123 feet to the place of the beginning. 

TRACT 111: 

A certain tract or parcel of land located, lying and being in Pulaskt County, State of 
Kentucky, in the Elliott sub-division to tlie City of Somerset, Kentucky and bounded 
and described as follows: 

BEGINNING at the soutli corner of Lot No. 7 on Tarter Street; thence running with 
Tarter Street 47 feet 5 inches to a stake; thence in an eastern direction 75 feet to a 
stake; tlience in a southern duection 47 feet 5 inches to a stake in line of Lot No. 6; 
thence in a western direction with line of Lot No. 6, 75 feet to the place of bepning .  

The legal description for Tract ## 5 is as follows: 

A certain lot or parcel of ground lying and being in Pulaski County, Kentucky, and 
lrnown and designated as Lot No. 5 in Block "B" of tlie Elliott Subdvisiori to the city 
of Somerset, Kentucky as shown by plat of same recorded in Plat Book 1 Page 59, 
Pulaski County Coiu-t Clerk's Office, Kentucky. There is reserved from this, a twelve 
(12) foot roadway from Highway No. 27 to die rear of Lot No. 5 along the north side 
of said Lot No. 5 for the benefit and use of all property in Block "B" of the said Elliot 
Subdivision 
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The legal description for Tract # 6 is as follows: 

BEGINNING at an iron pin on the west side of Kentucky Highway No. 1247, North 
20 feet 4 inches from die concrete wall of South Kentucky Rural Electric Co- 
Operative Corporation's corner; thence with the highway right of way North 2 2  
degrees .30 minutes West 77 feet to an iron pin; tlience with Clulder's h e  Soiath 74 
degrees 41 minutes West 167 feet to an iron pin; tlience with Reid's h e  south 22 
degrees 50 minutes East 74 feet to an iron pin which is 20 feet 4 inches from the South 
Kentucky RECC concrete wall; thence North 75 degrees 42 minutes East 167 feet to 
the point of beginning. 

The legal description for Tract # 7 is as follows: 

BEGINNING at an iron pin, set t l i s  suivey in die southwest line of lot 9, in an 
existing fence hie  and corner to Thelma Sowder; thence witli the fence line S 27' 57' 
27" East 63.31 feet to an old fence post comer, corner to lots 7, 15 and 23; tlience 
with die old h ie  of Lots 7 arid 15, and an old fence line, N 80" 56' 51" E 6.5.46 feet to 
an irori pin set h s  survey; tlience leavirig tlie old line and crossing lots 7, 8 and a 
portion of lot 9, N 11' 5.3' 3.5" W 55.52 feet to an iron pin set this survey, and a corner 
to Sowder and Rupert Bmkett; tlience with the old line of Sowder and Burkett S 84" 
00' 00" West 83.34 feet to the beginning, containing 0.10 acres more or less, and being 
a portion of lots 7, 8 and 9 of Block "D" of the Elliot Addtiori to Somerset, Kentucky 
as shown by Plat of die same recorded in Plat Book 1 Page 59, Pula& County Clerk's 
Office, Kentucky. 

The legal description for Tract # 8 is as follows: 

BEGINNING at an iron pin an existing corner to RECC, in tlie right-of-way of Tarter 
Avenue, and being at the elid of said right-of-way; thence S 79'30' 00" West 2 17.60 
feet to an existing iron pin in the RECC fence hie  and a corner to lot 28; tlience with 
the line of lot 28 and lot 12 S 27' 57' 27" East 68.03 feet to an iron pin set this survey 
in an old fence line, a corner to Rupert D. Bmkett; tlience with Burkett's line N 84" 00' 
00" East 83.34 feet to an iron piri set tlxk sixvey; thence a new h ie  N 790 30' 00" E 
117.65 feet to an iron pin set tlus suivey in die right-of-way of Tarter Avenue; thence 
with the new right-of-way N 24" 34' 07" W 8.24 feet to the point of bepning ,  
containing 0.17 acres more or less, and being a part of lots 9, 10, 11 arid 12 of Block 
'ID" of the Elhot Adcfition to Somerset, Kentucky as shown by plat of the same 
recorded in Plat Book 1 Page 59, Pulaski County Court Clerk's Office, Kentucky. 

The legal description for Tract # 9 is as follows: 
A Certain tract of land located and being in Pulaski County, State of Kentucky, on the 
west side of Highway No. 27 just north of Somerset, Kentucky, and bounded and 
described as follows: 

The beginning corner of t l l i s  property is 145 feet from the southwest corner of C. R. 
S m i t h  property located on the west side of Highway. 27 on the Stanford Road; therice 
with the Highway No. 27, S 22 E 110 feet to a stake; thence turning an angle 84 
degrees and 27 minutes to the left 164 feet to a stake; thence parallel to the fust h e  N 
22 W 105 feet to a stake; tlience 164 feet to the beginning. 

Chzlders ' Fzt2aiiczal Serums, Itx. 
Complete Apprar sal-Smmary Report 
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The legal description for Tract # 10 is as follows: 

Beginning at a set iron pin wlzich said iron pin being a coimx to O n 4 e  Simpson 
(1 7 1 /248) and said iron pin being located on the east side of Hillcrest Avenue, and 
said ifon pin being located N 7 deg. 58' 24" W 216.42 feet from the centerhe  of 
Hacrest Avenue and Eko t  Street right of way; thence leaving the line of South Icy 
R.E.C.C. (386/145); thence with tlie h e  of South I<y R.E.C.C. N 79 deg. 30' 00" East 
1.56.20 feet to a set iron pin and said irori pin being a corner to South Icy. R.E.C.C 
(Lot # 12); thence still wit said tlie h e  of South Icy R.E.C.C (Lots # 28, # 27, arid # 
26) S 12 deg. 29' 16'' E, 78.14 feet to an existing iron pin, corner to South I<y R.E.C.C. 
(Lot # 26) and said iron pin being located in the line of Sinlpson; thence leaving with 
the h e  of South Icy. R.E.C.C. arid iunning with the line of Simpson and old fence line 
S 79 deg. 46' 28" W 132.74 feet to die point of begmning. Being tlie remainder of Lots 
Nos 26,27 and 28, Block "D" Eho t  Subdivision, plat of record in Plat Book 1 Page 
59, now Plat Cabinet A, Slide 28 side 2, Pulaski County Court Clerk's Office, 
Kentucky. 





The subject site is improved witli eight bddtngs and two single-famdy residences. 

Tlie Single Faldy Residences are not included in the appraisal process. 

Biulhig No. One is a two-stoiy office bidding containing 27,618 square foot gross 

building area, 2 1,597 above ground and 6,02 1 square feet below grade. The biildng was b d t  

in the early 60's and has been added on to several times with the last addtion in 1992. The 

b d h g  is a brick budding with a concrete foundation. The floor is concrete covered with 

vinyl tile, carpet and d e .  The roof is of b d t  up rubber. The walls also valy from plaster in the 

older part to drywall and paneling in tlie newer sections. The ceding is an acoustic tile drop 

ceding. The windows are casement. The doors vary froin section to section and are of all 

makes including hollow core and solid doors. Tlie subject is lighted witli florescent Eights. 

The subject is heated and cooled with heat pumps and four Geothermal ground-coupled units. 

There are over sixty rooms i.11 die b i d h g  with the vast majority being offices. There are 

specialty rooms also located in the building. They include dspatch rooiiis, vaults (three), 

conference rooms and community room. There is also a sales area in tlie front of tlie bidding. 

The building has an adequate iiuinber of restrooms to serve tlie occupants of the budding. The 

buildirig also has an elevator in t he  newer section. 

Bdh.ng No. Two is an 18,650 square foot warehouse originally b d t  in 1976-77, with 

a major addition in 1989. The b u d h g  is steel strand budding with a concrete floor and footer 

system. The b d h g  has solid steel doors witli wire-reinforced windows. Access to the 

warehouse is tllrough a series of overhead doors. There is a large 170' x 50' l o a h g  dock. The 

warehouse has two small offices each serviced by a bath. 

Bmlding No. T h e e  is a 1946 square foot block budding with a 31' x 31' loading dock. 

Tlie building has a concrete floor, casement windows, and solid doors. The buddtng has a 

cormgated steel roof. 

Building No. Four is a 788 square foot tliree-bay garage. It is of block constt-uction 

with a corrugated steel roof and concrete floor. There are no garage doors for the bays. 

Building No. Five is a 2,952 square foot eight-bay garage. It is of block construction 

witli a corrugated steel roof and concrete floor. Each bay has a garage door. The floor is 

concrete. 

Builhgs No. SixlSeven is an 11,200 square foot nine-bay garage with a 60' x 40' 

maintenance garage. The maintenance garage has an office and a storage area. The garage 

area has gravel floors and is open on one side. 

Cbzlders ' Fzizatina/ Seim~e r, Iizc. 
Coinplete Appraz ral-Siminay Reporl 
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Bd&igs No. Eight is a 5,600 square foot twelve-bay garage. It has a gravel floor, kb ibiC-6 
37-8 7 

and is open on two sides. . 
In adhtion there are 2 single-farmly residences within die complex. 

All hddings within the site are in an good to excellent state of repair with no 

inaintenance needed. 

There are duee underground tanks of site for die storage of petroleum and diesel. 

They are the property of a thud party. 

The p a r h g  lot is asphalt in and around die office b d h g ,  and gravel in and around the 

seivice b d b g s .  There is an sinall area that is sown grass and natural vegetation. 

The inaterial and worhnanshp of the stLucture is of average quality. 

The subject is appraised in an "as is" conhtion as of the date of the site visit, the 3rd of 

September 2004. 

Cbzlders ' Fzizaimal Servzm, Inc. 
Complete Appraz ral-Srwmay Repoi t 

25 



Building No. Two 



lEguiaaing No, Two-Loading Dock 

-- 

Cbilders ' Finannal Seruzcer, Inc. 
C0nqkt.e Appraz ral-Simi~iay Repon' 
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35-87 
Highest i% 

One of the iiiajor objectives of property analysis is to develop a conclusion about the 

hghest and best, or most probable, use of die site aiid of the irnproved property. The  

information gathered and analyzed is all oriented toward that objective. Highest and best use is 

"that reasonable and probable use that supports tlie higliest present value, as defined, as of the 

effective date of tlie appraisal". The lghest  and best use in tlie context of inarliet value is the 

most probable use. Both the site and the improved property have a highest and best use at any 

given point m t h e .  The lrighest and best use of the improved property may or may not be the 

same as the hghest arid best use of the site. 

These defirlitions imply that ".....the deterinination of highest aiid best use results froin 

the appraiser's judgment and analytical skdl, i.e. tliat the use deterinbed frorn analysis represents 

an opinion, not a fact to be found." 

Highest and best use must be reasonable, probable, and proximate (hlcely to occur soon, 

if not irmne&ately). It is not speculative or conjectural. It may or may not be the 

present use of either the site or the improved property. 

I-Iigliest and best use call change over titne as external inarket forces change. These 

forces include effective demand and all its components, public tastes and standards, land use 

regulations (especially zoning), and competition. In addition, the character of the subject 

property itself may change, thereby charigmg its lgliest and best use. This is why highest and 

best use is always estimated as of the valuation date. In some instances, highest and best use 

rnay anticipate the market, provided the coriclusion is reasonable, probable, arid proximate. 

A property must have utility, reflected through market demand, to have a market 

function. Function, in tun ,  determines use, and use is a major determinant of value in the 

context of existing current market forces. Since market value is always tlie highest price that an 

informed and 
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&(hbkb 
prudent purchaser would pay, the use in terms of w l d i  market value is estimated is hughest an, 31k-67 

best use. 

In estimating highest and best use following property analysis, the appraiser goes 

through four considerations, whch have been referred to: 

1. POSSIBLE use (physical): What uses are physically possible on the subject site or 
in die subject improvements, given the physical characteristics revealed by 
property analysis? 

2. PERMISSIBLE use (Legal): m a t  uses are perinitted under existing zoiling and 
odier land use regulations arid controls, and under existing deed restrictions, for 
the subject property? 

3. FEASIBLE, use (Appropriate use): Among legally permitted and physically 
possible uses for the subject property, wlicli are appropriate, given the 
characteristics revealed by market, neighborhood, and property analysis? W l c h  
uses produce any net return to the owner, or a positive net present value? 

4. HIGHEST AND BEST use: Among appropriate or feasible uses for the subject 
property, whch will produce die ligliest present value. 

Present use of tlie property may dffer froin highest and best use of the site: "The 

existing use will continue, however, unless and untd land value in its highest and best use 

exceeds die total value of tlie property in its existing use. 

The lighest and best use of the subject site is in tlie retail/seivice area due to inunicipal 

zoning regulations, site size, uuhty availability and location. 

Chzlders ' Fznancial Seruicer, Inc 
Complete Appraisal-Sz~7zmaly Repoi? 
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Because value is the present worth of antlcipated future benefits or income, tlrae 

appraiser's task is to forecast the beiiefits and amenities that wdl be produced by die iealty 

being appraised over its remaining economic Lfe. Then the appraiser must forecast the inaniier 

in which die typical, informed purcliaser will react to tliese anticipated fume  benefits. Real 

estate appraisal is always forward-looking from the date on wl.lich tlie value estimate is made, 

whenever that may be. 

Forecasting involves irialdng an estimate of future happenings or conchtions. It consists 

of estimating what wdl most probably happen in the future, based in part on trends in die recent 

past, but teinpered with analytical judgment. The appraiser making an estimate of value is, in 

fact, makmg a forecast of what will probably occuu under stipulated iriarlret conditions. 

Predrction involves fore tehg  the futwre with an applied degree of accuracy or precision that is 

beyond the capacity of tlie appraiser. An estimate of value is simply that----an estimate. The 

appraiser has no inystic or occult powers to foresee the future with certainty. 

Projection is a mechanical process of extrapolation or extending the experience of the 

past into the future via a mechanical formula. Ths may be simple straiglit-he projection or it 

may be based on a more coiriplex formula. In either event, it is based on the presumption that 

the market will support the projections or forecasts. 

Childerr ' FziiaimaL Jeruzcer, Inc. 
Complete Apprazfaf-Szmmay Report 
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asbit L 
a - -87  Methods of Appraisal 

There are geneially three accepted approaclies to inarket value. The cost approach or 

sumnation approach, wlich includes the valuation of raw land by comparison with recent sales 

of sitmlar tracts being vacant plus the depreciated replacement cost of all llllproveinents. The 

inarket data or comparison approach, wlich is the process of coinparmg recent sales of sitnilar 

properties to that of the subject, inaldng adjustment for measurable dtfferences. The income 

approach, whtcli is based upon the premise that the income stream that a property is able to 

produce, when capitalized, d give a k e c t  itidcation of a properties value. 

In tlis report, the sales comparison approach, cost approach, and income approach to 

value are all uthzed for die estirnatioii of current market value of the subject property. Tlie 

market has been analyzed to provide an adjusted comparison of sales of &IS type of property. 

Tlie sales coinparison approach is relied upon to give a fair inchcation of tlie subject. The 

inarket is utilized to realize an estimated fair iiiarlcet value of the subject. The income approach 

to value is normally based upon tlie market rent of die subject and s i t d a r  properties, but due to 

the type of property, tlie income stream of the business d be evaluated. Tlie cost approach 

has been estimated then added to the iiiarket value of s d a r  vacant land to estimate die subject 

utihzing tlie cost approach. 
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In order to estimate the market value of tlie subject's 9.057-acres, a comparison has 

been made of recent sales of vacant land within the market area. Recent and sirmlar sales were 

found and verified. The analysis of tlie site data has included consideration of various chsslrmlar 

features tliat influence value; such as size, location, physical utihty and development potential of 

die sales presented. The following comparable sales are considered based on their comparative 

attributes of tlie subject. No dnie adjustments for data of sales are made as no appreciation can 

be abstracted from the marketplace. 

Adjustments for cash equivalency are not required on any of the land sales. Purchasers 

typically have cash for tlie land or incorporate the land cost UI their constniction loans. Owner 

fuiancing is not typical for these type of properties. 

Cbzlders ' Fznanna/ Servzces, IK 
Coqblete Appraz ml-Siininzagi Repoil 



Grantor: 

Grantee/Grantor: 

Grantee: 

Stigall Heks 

James & Lois Noe 

Jerry S. Ikerd, Sr., As Trustee of the Jerty 
S. Ikerd and Brenda Ikerd Tnist, UTD 
October 24, 1996 

9/14/01 - 9/14/01 

$374,000 - $410,000 

6.91 Acres - 6.91 Acres 

$54,124.46/Acre - $59,334.30/Acre 

UI< Drive 

Vacant at &ne of sale 

Deed Book 683 Page 093, 
Deed Book 68.3 Page 100, PVA 
& Site Visit 

CbzlderJ ' Fznanna/ Servicer, Iiic. 
Comp/ete Appraisal-Stmlmary Report 
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Randall C. &Joyce Pyles and Joseph L. & 
Anilabelle Pyles. 

Counuy Host, LLC, 

9/24/03 

'$27 0,000 

3.15 Acres 

$85,826.00/Acre 

N US 27 Lot 1 Earl Shadoan Subdivision 

Vacant at t ime of Sale 

Deed Book 724 Page 087, PVA & Site 
visit 

37 
Childerr' Fina/inal Service r, Inc. 
Complete Apprairal-Srl/lmlay hpollt  



Grantee: 

Date of Sale: 

Sales Price: 

Size of Tract: 

$/Acre: 

Locartioan: 

VVBW Iiives'uneiits 

Jacob Verl & Betty Garner, Roy Gamer 
and Jay McShurley 

Oak HLU Enteqrises, LLC 

1/9/03 - 9/2/03 
$170,880.00 - $~50,000.00 
8.S4 Acres - 8.54 Acres 

$20,000.00/Acre - $40,962.50/Acre 

Oak HLU Road 
2-3 Miles Southwest 

Vacarlt at time of Sale 

Deed Book 722 Page 354 
Deed Book 722 Page 3S9, appraisal 
records & site visit 



Vacant Land 



hh;bit C, 

42.67 Correlation Grid 
The correlation grid recites four sales of properties most s d a r  arid proximate to 

subject and has been considered in the market analysis. They reflect a range in value in which 
the site value should fall withm. 

Item 

Address 

Proximity 

Sales Price 

Lot Size (Acres) 

$/Acre 

Data Source 

Verified 

Date of Sale 

Location 

Topography 

Indicated Value 

Subject Comp 1 

N M a n  Street & 

Univeisity Di 

TJK Diive 

4-6 Mdes 

South 

S374,OOO 00 S410,OOO 00 

9 057 6 91 6 91 

S54,124 46 S59,334 30 

DB 683 Pg 093 DB 683 Pg 100 

Site VisitlPVrl Site Visit/PVA 

09/14/01 09/ 14/01 

Average (+) Average (+) Average (+) 

Level-Rolling Level-Rolling Level-Rolhng 

S490,205 23 S537,390 76 

Comp 2 

N US 27 
Lot 1 

1-2 Mdes 

West 

S270,OOO 00 

3 150 

S85,714 29 

DB 724 Pg 087 

Site Visit/PVA 

09/24/03 

Avciage (+) 

Rolling 

S776,314 32 

Comp 3 

Oak I-Id Road 

2-3 Miles 

Southwest 

S170,880 00 S350,OOO 00 

8 540 8 540 

S40,983 6 1 S20,009 37 

DB 722 Pg 354 DB 722 Pg 359 

Site Visit/PVX Site Visit/PVr\ 

01 /09/03 09/02/03 

Aveiage (+) Average (+) 

Level-Rohg Level-Rolling 

S 181,224 86 S371,188 56 

Chifderr ' Fznamal Serinces, Inc. 
Coin,blete Apprai raf-Sidimnaly h p o e  
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93-8 7 comments on Market Daua 

The Market Data represents sirnilar tracts from the same area arid supports the value 
well. The &stance from the subject, condition, location and improvements have been 
considered in the valuation process. All sales axe closed. 

Comparable # 1 sold for $374,000 at aucdori ($54,124.46 per acre). The closing was delayed 
several months due to complications arising over an entrance. An adjoining landowner 
purchased the tract during the delay for $410,000 or $59,.334.30 per acre. 
Comparable §ale # 2 sold for $270,000 for 3.15 acres or $85,826.00/Acre. It is located on 

North US 27 in the Earl Shadoaii Subdivision. It has a 50' driveway to US 27, with the majority 
of the property lying b e h d  the adjoking restaurant. 

September 2003 for $3S0,000 or $40,983.61 per acre. The tract is 200-500 feet west of Hwy 27. 
le Sale $# 3 was purchased in January 200.3 for $20,000 per acre, and sold in 

@ §uraamag%r: 

comparable sales into consideration and giving equal weight to all, a market value for the subject 
site as though vacant would be $S0,000 per acre. The land value can now be determined. 

The per acre price of land ranges from $20,000.00 to $85,826.00 per acre. Taking all 

9.0.57-acre x $50,000/acre = $452,850.00 

Rounded to: $450,000 
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Grantee: 

Date of Sale: 

Sales Price: 

Size of Tract: 

Data Source: 

State Fariii Mutual 
Auto Iiisurance Co., Inc. 

Ashwini & Prema Anand 

7 / 3 O/ 0.3 

$990,000.00 

2.80 Acres 
Estimated at $250,000 

1380 Hwy 192 East 
London, I<Y 

11,100 SF Office Building 
W/ 1664 Attached Garage 

DB 559 Pg 491, PVA 
& site visit 



Grantor: Laurel County Public Libraiy District of 
London, Icentucky 

First National Bank and Trust 

5/5/03 

$655,000 

0.4848 Acres 

116 East Fourth Street 
London, Ky. 

12,552 SF Library 

Deed Book 555 Page 618, PVA 
& site visit 

Childen Financial Seruices 43 

Con2pbte .ApprazsaL-Smwna~ Report 



Grarator: 

Grantee. 

~~t~ sane: 

Sales Price. 

Size of Tract: 

LQCatiGDn: 

Data Source: 

HRH, Inc. 

Ephralln McDowell Healtli Resource 

2/25/02 

$1,000,000.00 

1.70.3 Acres 

105- 109 Daniel Drive 
Dandle,  ICY 

9,118 SF Mechcal Bldg. 
5,763 SF Basement 
1,188 SF Building used as storage 

DB 391 Pg 307, PVA & Site Visit 
PVA Parcel 04 1-000- 129 

Childen Fzzancial Senices 
Coqblete .AppaisaL-Sumnzay Report 
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Grantcpr: 

Grantee: 

Date of Sale: 

Sales Price: 

Size of Tract: 

Location: 

Daua Source: 

Union Planters Bank, NA 

mi taker  Rank, NA 

3 /  19/04 

$1,.500,000 

0.742 Acre 

100 N Main Street 
Corbin, Kentucky 

Two Stoiy Rank Building 
29,700 SF GBA & 724 SF Drive Thm 

Deed Rook  4.5 1 Page 3 18, Appraisal Records & 
& Site Visit 

Cbzldet:I Financial Seruices 45 
Complete .Appraisal-S~~mmaty Refto?~ 



The correlation grid recites three recent sales of properties most similar and proximate to suhject and has  been 
considered in the market analysis. The description includes a dollar ad,justment reflecting market reaction to tliose items 
of significant variation between the subject and comparable properties. If a significant item in the comparable property 
is superior to or more favorable than the subject property, a minus (-) adjustment is made thus reducing the indicated 
value of the subject; if a significant item in the comparable is inferior to or less favorable than the subject property, a 
plus (f) adjustment is made thus increasing the indicated value of the subject. 

Item 
Address 

Proximity 
Sales Price 
Land cost 
Adjusted Sales Price 
Sales/Financing Concession 
Data Source 
Verified 
Lot Size (Acres) 
Building Size (SF) 
$/SF 
b e  
Adjustment 
Adjusted $/SF 
Date of Sale 
Quality 

Design 
Adjustment 
Basement 
Adjustment 
Condition 
Adjusted $/SF 
Indicated Value per $/SF 
Wounded to: 

Subject 
N Main St 
Somerset 

9.057 
21,597 

10- 40 Yrs 

*vg 

Offices 

6,021 SF 

Aveiage 

Comp B 
Hwy 192 E 

London 
30 Miles E 
$990,000 00 

($350,000 00) 
$640,000 00 

None 
Site msit/P'ir;i 
DB 559 Pg 491 

2 80 
12,764 
$50 14 
11 YlS 

0 50 
$25 07 

7/30/2003 
Avg 

Offices 

0 SF 
$5 00 

Average 
$30 07 

$649,432 82 
$650,000 

comp B 
116 E 4th St 

L,ondon 
30 Mdes E 

$655,000 00 
('$300,000 00) 
$355,000 00 

None 
Site visit/PVA 
DB 555 Pg 618 

0 4848 
12,5 52 
$28 28 
30 Yis 
0 80 

$22 63 
5/ 5/2003 

Good 
($10 00) 
Library 

0 SF 
$5 00 

Average 
$27.63 

$596,636.05 
$59S,OOO 

Comp 3 
Darnel Dr 
Dandle  

35MdesNW 
$1,000,000 00 
($200,000 00) 
$800,000 00 

None 
Site vlsit/PV,i 
DB 678 Pg 364 

1703 
10,306 
$77 62 

10 
0 50 

$38 81 
6/21 /200 1 

Good 

Medcal 
($1 0 00) 

(3 10 00) 
5763 
$0 00 

Average 
$28 81 

$622,260 16 

$625,000 

Comp 4 
N Main St 

Corbin 
3 0  Miles SE, 

$1 ,.500,000.00 
($400,000.00) 
$1,100,000.00 

None 
Site visit/PVA 
DB 451 Pg318 

0.742 
29,700 
$37.04 
40 Yxs 

1.00 
$37.04 

3/19/2004 
Good 

($10.00) 

($10.00) 
Bank 

0 SF 
$5.00 

Average 
$32.04 

$691,903.89 
$690,000 

Childem FifzaizciaL Services 46 
Complete AppP-aisal-Szinzma y Repo?f 



The Market Data represents sirrular tracts from die most skndar areas and supports the value 
well. The &stance from the subject, site size, topography, utillty, and desirabihty have been considered 
in the valuation. 

Comparable Sale # 1 Tlis comparable is a office bddmg in London. It was the All-State 
Irisurarice Claims Offices. It has been pixchased by a doctor who is remodehig the buildmg into 
ine&cal offices. 
Comparable Sale # 2: Tlis coinparable is two-story bank b d h g  in Downtown Corbin. The 
original structure dated back to the turn of tlie 20t” centuiy. lJnion Planters &vested its banking 
operation in I<nox/WGtely County and sold tlie banks to Wlitaker Bank, NA. 
Comparable Sale # 3: This comparable is one-stoiy medical office in Danville. It has a partial 
basement and smaller buildmg ut&zed for storage. 
C o ~ n p a d d e  Sale # 4: TlGs comparable is three-story libraiy in London. It was purchased by an 
adjoining bank. It had small two off-street parking lots. 

The Adjusted Market Values range from $595,000 to $690,000. Taking all cornparable sales 
mto consideration, arid giving equal consideration to all, a market value of $650,000 is ivlclicated. 

The Sales Comparison Approac 

Childen Financial Services 
Complete .Appl.ai.sal-S~a?y Repot-t 
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John T. Mandt, Master CoPntrlissioner 
In the action 
Donald Paul Withers et UX 

___ xs. 
Kentucky Seed Co., Inc. et a1 

W. L Sawyer, Frank H. Ikerd 111 arid 
Charles C. Adains 

8/ 14/02 

$250,000 

2.679 Acres 

306 McKee Street 

7,561 SF metal bidding and 
1 1,240 SF inetal building 

Comnissioner Deed Book 01 8 Page 
164, Appraisal Records C% site visit 

Childers Financial Senices 48 



CDR Manufacturing, Inc. 

New Life Industries, Inc. 

$560,000 

8.01 1 Acres 

82.5 Chappell's Dawy Road 
Somerset, I<Y 

18,625 SF Industrial Bldg. 
1,800 SF Office 

Deed Book 7.38 Page 25 1, 
PVA, and Site Visit 

ChiLders Financial Services 49 
Comp Lete .a~pl-ai.raL-S~~m~?a~y Report 



Granaor: 

Grantee: 

Date OfSale: 

Sales Price: 

Size of Tract: 

Location: 

PVA Parcel: 

USA Waste of Kentucky, L,LC 

City of Somerset 

1/31/02 

$1 87,100 

50,660 SF- 1.16 Acre 

Clifty Road 
Somerset, ICY 

10,707 SF Building 
w/2,100 SF Basement 

Deed Book 690 Page 1 18, Appraisal 
Files Ck Site Visit 

060-3-0-09 

Childen Finanad Seriices 50 
Complete Appraisal-Sztmma y Report 



Address 

Proximity 
Sales Price 
Land Cost 
Adjusted Sales Price 
Sales/Financing Concession 
Data Source 
Verified 
Lot Size (Acres) 

Building Size (SF) 
$/SF 
&e 
Adjustment 
Adjusted $/SF 
Date of Sale 
Quality 
Design 
Adjustment 
Basement 
Adjustment 
Condition 

Adjusted $/SF 

Subject Camp 5 
N $fain St McKee St 
Bldg # 2 
Somerset Somerset 

1-2 Miles W 
$250,000.00 
($40,000.00) 
$210,000.00 

Nolle 
Site visit/PVi!, 

CDB 018 Pg 164 
9.057 2.68 

18,650 18,801 
$11.17 

10-20 Yrs 17 Yrs 
1 .oo 

$11 17 
8/ 14/2002 

Average Aveiage 
Warehouse Walehouse 

0 SF 0 SF 
$0.00 

Average Average 

$11.17 

Comp G 
Chappell Daily Rd 

Somerset 
1-2 M e s  W 
$560,000 00 

($ 160,000 00) 
$400,000 00 

None 
Site ms1t/PVA 
DB 738 Pg 251 

8 01 10 

18,625 
$21.48 
10 YlS 
0 85 

$18 26 
5/25/2004 

Average 
Warehouse/ 0 ff 

($3 50) 
0 SF 
$0.00 

Average 

$14.76 

comp 7 
Clifq Rd 

Somerset 
1-2 Mdes W 
$187,100.00 
($50,000.00) 
$137,100.00 

None 
Site visit/PVA 
DB 690 Pg 118 

1.160 

10,707 
$12 80 
20 Yrs 

1 .oo 
$12.80 

1 /3 1 /2002 
Aveiage 

Warehouse 
$0.00 
2100 

($2.50) 

$4.00 
$14.30 

Avg (-) 

Indicated Value per $/SF $208,313.39 $275,181 38 $266,782 79 
Loading Dock 8,500 SF $25,000 00 $25,000 00 $25,000.00 
Value of the Whole $233,313.39 $300,181 38 $29 1,782 79 

Rounded to: $235,000 $300,000 $290,000 

Childen Fznamal Service I 
Complete .Apprai.Jal-Sta y Repoi? 



Item 
Address 

Proximity 
Sales Price 
Land Cost 
Adjusted Sales Price 
Sales/Financing Concession 
Data Source 
Verified 
Lot Size (Acaes) 

Building Size (SF) 
$/SF 
sage 
Adjustment 
Adjusted $/SF 
Date of Sale 
Quality 
Design 
Adjustment 
Basement 
Adjustment 
Floor 
Adjustment 
Open Front 
Condition 

Adjusted $/SF 

Indicated Value per $/SF 

Wounded to: 

Subject 
N Main St 
Bldg 6/7 
Somerset 

9.057 

13,600 

10-20 Yrs 

Average 
Garage 

0 SF 

Gravel 

Average 

Comp 5 Comp 6 Comp 7 
McKee St Chappell Daiy Rd Chfty Rd 

Somerset 
1-2 Miles W 
$250,000.00 
($40,000 00) 
$2 10,000.00 

None 
Sire visit/PTTA 

CDB 018 Pg 164 
2 68 

18,801 
$11.17 
17 Yrs 
1 .oo 
$11.17 

8/ 1412002 
Average 

Warehouse 

0 SI; 
$0.00 

Concrete 
($2.00) 
($2.00) 

Average 

$7.17 

Somerset 
1-2 M e s  W 
$560,000.00 
($160,000 00) 
$400,000 00 

None 
Site vtsit/PTrA 
DB 738 Pg 251 

80110 

18,625 
$21 48 
10 1'1s 
0 85 
$18 26 

5/25/2004 
Average 

Warehouse/Off 
($3 50) 
0 SF 
$0 00 

Conciete 
($2 00) 
($2 00) 

Average 

$10.76 

Someiset 
1-2 M e s  W 
$187,100 00 
($50,000 00) 
3 1 37,100 00 

None 
Site vlsit/PTTA 
DB 690 Pg 118 

1160 

10,707 
$12.80 
20 Yrs 
1.00 
$12.80 

1 /3 112002 
Average 

Warehouse 

2100 
($2.50) 

Concrete 
($2 00) 
($2.00) 

(-1 
$4.00 
$6.30 

$97,506.81 $146,268.46 $85,744 02 

$100,000 $145,000 $85,000 



Item 
Address 

Proximity 
Sales Price 
Land Cost 
Adjusted Sales Price 
Sales/Financing Concession 
Data Source 
Verified 
Lot Size (Acres) 

Building Size (SF) 
$/SF 
Page 
Adjustment 
Adjusted $/SF 
Date of Sale 
Quality 
Design 
Adjustment 
Basement 
Adjustment 
Floor 
Adjustment 
Open Front 
Condition 

Adjusted $/SF 

Indicated Value per $/SF 

Rounded to: 

Subject 
N Main St 

Bldg 8 
Somerset 

9.057 

5,600 

4-5 Yrs 

Average 
Garage 

0 SF 

Gravel 

Average 

Comp 5 Comp G 
McI<ee St Cliappell Dairy Kd 

Somerset 
1-2 iWes W 
$250,000.00 
($40,000.00) 
$210,000.00 

None 
Site visit/PVA 

CDB 018 Pg 164 
2.68 

18,801 
$1 1.17 
17 Yrs 
1.40 

$15 64 
8/ 14/2002 

Average 
Walehouse 

0 SF 
$0.00 

Conciete 
($2.00) 
($2.00) 

Average 

Somerset 
1-2 Lhles W 
$560,000.00 

($ 160,000.00) 
$400,000.00 

None 
Site visit/PVA 
DB 738 Pg 251 

80110 

18,625 
$21.48 
10 Yrs 

1 20 
$25 77 

5/25/2004 
Average 

Warehouse/Off 
($3.50) 

0 SF 
$0.00 

Concrete 
($2 00) 
($2 00) 

Average 

$11 64 $18 27 

$65,169 81 $1 02,32215 

$65,000 $1 00,000 

Comp 7 
Clifty Rd 

Some IO s e t 
1-2 Miles W 
$187,100 00 
($50,000 00) 
$137,100.00 

None 
Site vlsit/PTTA 
dB 690 Pg 118 

1.160 

10,707 
$12 80 
20 Yrs 

1.45 
$18.57 

1 / 31 /2002 
Average 

Warehouse 

2100 
($2.50) 

Concrete 
(52.00) 
($2.00) 
Avg (-) 
$4.00 
$12.07 

$67,574.22 

$70,000 

56-87 
Building 8 

Childen Financial Seruices 
Complete .Appmisal-Sr~nznzary Report 
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The Market Data represents sLII.lllar tracts from the most sirnilar areas and supports the value 
well. The distance froin the subject, site size, topography, utillty, and desirabhty have been considered 
in the valuation. 

Comparable Sale # 5 Ths comparable is a pair of warehouses on McICee Road that sold at inaster 
comiissioner after the original buyer defaulted. 
Comparable Sane # 6: This coniparable is a smaller bu i lhg  in a small industrial park north of town 
off Clifty Road. It was purchased by an adjoining landowner for speculation due to the relocation of 
US 27 (within 1500 feet of budding.) 

company. They also recycled the garbage on site. The property had a rank odor. It was on the market 
for over two years, when purchased by the city for their own garbage service. 

CQlrXI]FParabk Sa e # '7: This comparable is a large metal builchng that housed tlie a refuse collection 

The Adjusted Market Values range froin $235,000 to $300,000. T a h g  all comparable sales 
into consideration, and giving equal consideration to all, a market value of $275,000 is incbcated. 

The Adjusted Market Values range from $SS,OOO to $145,000. T a h g  all comparable sales into 
consideration, and p i n g  equal consideration to all, a market value of $ 125,000 is indcated. 

The Adjusted Market Values range froin $6S,000 to $100,000. Taking all comparable sales into 
consideration, and giving equal Consideration to all, a market value of $75,000 is indcated. 

The Sales Comparison Approach has indicated a Value of $759000 
]For ]f%uilding NQ. Eight 

CbikderJ Fiiznizcial Se?-vices 
Complete .Appraisal-Summa y Repo7-t 
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Through the use of comparable sales, it has been determined, that the value of the land is 

ranges between $18 1,224.86 and $776,3 14.32 with the fair market value being estimated at $560,000. 

The value of the office builhig is $650,000 based upon a range of adjusted sales prices of $.595,000 to 

$690,000. Building No. Two has an estimated market value of $275,000 based upon the coinparables 

range of $235,000 to $300,000. B d h g  No. Six/Seven has an estimated market value of $125,000 

based upon the coinparables range of $8.Sy0O0 to $ 145,000. Building No. Eight has an estimated 

market value of $75,000 based upon the coinparables range of $65,000 to $100,000. 

No values were reported for Bddmgs 3 ,4  or 5. The three bddings have a gross budding 

area of 5,686 square feet. Due to their size, location, and functional utility, the next owner would 

probably raze the buildvlgs to help traffic flow and p a r h g  availabihty. 

Values using the various reported inchcated values would be: 

Bldg Low End High End 
Office $595,000 00 $690,000 00 

Bldg # 2 $235,000 00 $300,000 00 

Bldg 6 / 7  $85,000 00 $145,000 00 

Bldg 8 $65,000 00 $l00,000 00 

Land $371,188 56* $776,314 32 

Total $1,351,188 56 $2,011,314 32 
"Garner-Oak Hili Properties used for the low end. 

Indicated 
Market Value 

J650,OOO.OO 

$275,000.00 

$125,000.00 

$75,000 00 

$560,000.00 

$ 1,68S,OOO 00 

The properties, if they could be parceled out in such a way that they could be marketable, 

should be worth $1,685,000. The estimated market h e  at this estimated market value would be in 

excess of one year, a i d  as much as four years. The access to the service buildings, cliininislies the 

marketabhty. The marketabihty of the tract as a whole is hnited to a few potential clients. As such, 

this will hurt the overall market value. The market value of the tract as a whole is $1 ,.500,000, with a 

marke&ig/exposure time in excess of one year, most probably three to five years. 



Not Utllized 

Not Utilized 

$1,685,000 

$1,500,000 

Mark H. Vaught 
Gerieual Real Property Appraiser 
License # 2271 







The legal description used in ths report is assumed to be correct, but it niay not necessarily have 
been confirmed by suwey. No responsibhty is assumed in connection with a survey or for 
encroachineiits or overlapping or otlier chscrepancies that inight be revealed thereby. Any 
sketches included in the report are only for the purpose of aiding the reader in visualizing the 
property and are not iiecessarily a result of a survey. 

No resporisibzlity is assumed for an opinion of legal nature, such as to ownership of the property 
or conchtion of title. 

The appraisers assume the title to the property to be marketable; that, unless stated to the contrary, 
the property is appraised as an unencunbered fee which is not used in violation of acceptable 
orduiances, statues or other government regulations. 

The appraisers assume that there are no hidden or unapparent conchtiom of the property, subsoil 
or structures which would render it more or less valuable than otheiwise comparable property. 
The appraisers are riot experts in determining the presence or absence of hazardous substance, 
defined as all hazardous or toxic materials, water, pollutants or contaminants ( incluhg,  but not 
limited to, asbestos, PCR, UFFI, or other raw materials or cheinicals) used in construction or 
otheiwise present on the property. 

The appraisers assume no responsibihty for tlie studies or analysis which would be required to 
conclude the presence or absence of such substance or for loss as a result of the presence of such 
substances. The client is urged to retain an expert in this field, if desired. The value estimate is 
based on the assumption that the subject property is not so affected. 

Information, estimates, arid opinions furnished to the appraisers and contained in tlie reports, were 
obtained from sources considered reliable and believed to be true and correct. However, no 
responsibihty for accuracy of such items fiirnished tlie appraisers can be assumed by the appraisers. 

All mortgages, liens, encumbrances, and servitudes have been cftsregarded unless so specified 
within the appraisal report. 



The certification of the appraiser appearing in the appraisal report is subject to the following 
conditions and to such otlier specific and lynting conchtions as are set fortli by the appraiser in tlie 
report. 

1. 
appraised or the tide tliereto nor does tlie appraiser render any opinion as to the title, which is 
assumed to be good and marlietable. The property is appraised as though under respoiisible 
ownership. 
2. Any sketch in the report may show approximate dunensions and is included to assist the 
reader in visualizing the property. The appraiser has made no survey of the property. 
3. The appraiser is not required to give testimony or appear in court because of having made 
the appraisal with reference to the property in question, unless arrangements have been previously 
made therefore. 
4. Any distdmtion of the valuatioii in die report between land and improvements applies only 
under the existing program of ut&zation. The separate valuations for land and builduig must not be 
used in conjunction with any otlier appraisal and are invalid if so used. 
5. 
subsoil, or structures, wlich would render it more or less valuable. The appraiser assumes no 
responsibihty for such conditions, or for engineering which iniglit be required to &scover such 
factors. 
6. 
were obtained froin sources considered reliable and believed to be true and correct. however, no 
responsiblltty for accuracy of such items furnished tlie appraiser can be assumed by tlie appraiser. , 
7. Disclosure of tlie contents of the appraisal report is governed by the Uniform Standards of 
Professional Appraisal Practice (USPAP). 
8. Neitlier all, nor any part of the contents of tlie report, or copy tliereof (includmg 
conclusions as to the property value, die identity of tlie appraiser, professional designations, 
reference to tlie appraiser is connected), shall be used for any purposes by anyone but the client 
specified in tlie report, die borrower if tlie appraisal fee is paid by same, the mortgagee or its 
successors and assigns, mortgage insurers, consultants, any state or federally approved financial 
institutions, any department, agency, or instrumentality of the United States or any state or die 
District of Columbia, without die previous written consent of the appraiser; nor shall it be conveyed 
by anyone to tlie public through advertising, public relations, news, sales, or other inecha, without 
the written consent and approval of tlie appraiser. 
9. 
report and value conclusions are contingent upon completion of die irriprovements in a 
workmanfie manner. 

The appraiser assuiiies no responsibhty for matters legal in nature affecting tlie property 

The appraiser assumes tliat there are no hdden or unapparent conditions of tlie property, 

Information, estimates, and opinions furnished to the appraiser and contained in the report, 

On all appraisals, subject to satisfactoiy completion, repairs or alterations, the appraisal 



The value estit-nated in this report is based on the assumption tliat tlie property is riot negatively 
affected by tlie existence of hazardous substances or detrimental environmental condtions. The 
appraiser is not an expert in the identification of hazardous substances or detrimental environmental 
conchtiom. The appraiser's routine inspectioii of and inqiiries about the subject property did not 
develop any information tliat indtcated any apparent significant hazardous substances or detriineiital 
envirormiental conditions which would affect the property negatively. It is possible that tests and 
inspections inade by a qualified hazardous substance and environmental expert would reveal the 
existence of hazardous materials and environmental conchions on or around the property that 
would negatively affect its value. 

The appraiser certifies and agrees that: 

1. Tlie appraiser lias no present or contemplated future interest in tlie property appxaised; and 
neither die eiiiployment to make tlie appraisal, nor the coinpensation for it, is contingent upon die 
appraised value of the property. 
2. 
appraisal report or the participants to the sale. The "estimated of market value" in the appraisal 
report is not based in whole or in part upon the race, color or national origiri of the prospective 
owners or occupants of the property appraised, or upon tlie race, color or national origiri of the 
present owners or occupants of die properties in the vicinity of tlie property appraised. 
3. 
exterior inspection of all comparable sales listed in the report. To tlie best of tlie appraiser's 
knowledge and belief, all statements and information in this report is true and correct and the 
appraiser has not knowingly withheld any significant information. 
4. 
assignment or by tlie undersigned affecting the analyses, opinions, and conclusions 
Contained in the report). 
5. 
Professional Appraisal Practice (USPAP), and is subject to, tlie requit.ernents of the code of 
professional ethics and standards of the Uniforln Standards of Professional Appraisal Practice 
QJSPAP). 
6 .  All conclusions and opinions concerning tlie real estate tliat are set forth in the appraisal 
report were prepared by tlie appraiser whose signature appears on the appraisal report, unless 
indicated as "review appraiser". No change of any item in the appraisal report shall be made by 
anyone other than tlie appraiser, and the appraiser shall have no responsibhty for any such 
unauthorized change. 

The appraiser has no personal interest in or bias in respect to the subject matter of the 

The appraiser has personally inspected tlie property, both inside and out, and has made an 

All contingent and hiliting conhtions are contained herein (imposed by tlie terins of tlie 

Tlzis appraisal report has been inade in conformity witli the Uniform Standards of 



The subject property is appraised as though under responsible ownerslip and competent 
management. 

zoning allnd Licenses: 

It is assuined tliat all applicable zoning and use regulations and restrictions have been complied with, 
unless a noiicoiifoiining use liave been stated, defrned and considered in the valuation. 

It is assumed that tlie subject property coinplies witli all applicable federal, state, and local 
environmental regulations and laws unless noncoinpliance is stated, defined and considered in the 
valuation. 

It is assumed tliat tlie subject property coinplies witli all applicable federal, state, and local 
eiivironinental regulations and laws unless noncoinpliance is stated, defined and considered in the 
valuation. 

It is assumed that the infomation relating to the location of or existence of public u&ties that has 
been obtained through a verbal inquiry from tlie appropriate u d t y  authority, or has been 
ascertained froin visual evidence is correct. No warranty has been inade regarding the exact location 
or capacities of public utlllty systems. 

It is assumed that all licenses, consents or other legislative or administrative authority from local, 
state, or national governinental or private entity or organization have been, or can be, obtained or 
renewed for any use on whch tlx value estimate contained in the valuation report is based. 



The appraisers wdl not be required to give testimony or appear in court due to preparing the 
appraisal witli reference to tlie subject property in question, unless prior arrangements have been 
made. 

Possession of tlie report does not cariy witli it tlie riglit of publication. Out-of-context quoting 
from or partial reprinting of &IS appraisal ieport is not authorized. Further, neitlier all nor part of 
&IS appraisal report shall be dsseininated to tlie general public by tlie use of me&a for public 
comnunication without tlie prior written consent of tlie appraisers s i p g  this appraisal report. 

Any copy that does not have an original signature of tlie appraiser is uiiauttiorized and may have 
been altered, and is considered invalid. 

Disclosure of the contents of this report is governed by tlie Standards arid Statements of tlie 
TJniforrn Standards of Professional Appraisal Practice (USPAP). Neither all nor any part of the 
contents of t l l i s  report (especially any conclusions as to value, the identity of die appraisers or the 
firin with which tliey are connected) shall be dsseillinated to the public through advertising rneba, 
public relations me&a, new meda,  sales meda  or any otlier public means of colnrnunication without 
the prior written consent and approval of tlie author. 

The bstribution of the total valiiation in tlis report, between land and Improvements, is applicable 
only as a part of tlie whole property. The land value, or tlie separate value of die improvements, 
must not be used in conjunctloti witli any other appraisal or estirnate arid is invalid if so used. 

No environmental or concurrent impact studm were either required or made in conjunction with 
die appraisal report. The appraisers, thereby, resei-ve die riglit to alter, amend, revise, or rescind any 
of the value opinions based upon any subsequent eiivironinental or concutrent irnpact stu&es, 
research or investigation. 

A n  appraisal related to an estate in land that is less than tlie whole fee simple estate applies only to 
the fractional interest involved. The value of t h s  fractional interest plus tlie value of all otlier 
fractiorial interests may or may not equal tlie value of tlie entire fee simple estate considered as a 
whole. 



The appraisal report related to a geographcal portion of a larger parcel is applied only to such 
geograplical portion and should not be considered as applying with equal validity to other portions 
of the large parcel or tract. The value for such geographical portions plus the value of all other 
geographcal poitioris may or may not equal the value of die entire parcel or tract considered as an 
entity. 

The appraisal is subject to any proposed improvements 01' adhtions being coinpleted as set forth in 
the plans, specifications, and representations referred to in the report, arid all work being performed 
in a good and worlunanhke inaniier The appiaisal is further subject to tlie proposed improvements 
or adhtions being constructed ui accordance with the regulations of die local, county, arid state 
authorities. The plans, specifications, and representations referred to are an integral part of t ie  
appraisal report when new constrxction or new adhtions, renovations, refurbishing, or remodeling 
applies. 

If the appraisal is used for mortgage loan purposes, the appraisers invite attention to the fact that 
1. 
2. 
3. 

the equity case reqk-einents of the sponsor have not been analyzed, 
the loan ratio has not been suggested, and 
the amortization inetliod and term have not been suggested. 

The function of this report is not for use in conjunction witli a synchation of real property. Tlis 
report cannot be used for said purposes and, therefore, any use of t h i s  report relating to syndtcatioii 
activities is strictly prohibited and unauthorized. If such an unauthorized use of this report takes 
place, it is understood and agreed that Cldders' Financial Seivices has no liability to the client/and 
or tlvrd parties. 

Acceptance of and/or use of h s  appraisal report constitutes acceptance of the foregoing general 
underlying assnmptions arid general luniting conditions. The appraisers' duties, pursuant to the 
employment to make die appraisal, are complete upon deliveiy and acceptance of the appraisal 
report. However, any corrections or errors should be called to the attention of the appraisers witlGn 
60 days of tlie delivery of the report. 



General Real Property Appraiser 

205 Parkeis Mill Road 
Somerset, I(Ty 42501 
606/678-4956 - 606/679-8742-Fax - marlr_vaught@cliaitei net 

Childers Financial semices, Inc. 

Experience 1994 - Present Clillders Financial Services 
Real Estate Appraiser 
0 Pritnaiy role is Coinmercial Real Estatc Appraisal 

Perform 2 - 3 appraisals a week in iiiostiy South Central Kentucky (Pu1ask.t 
and adjoining couiitles 

0 General Real Property Appraiser-# 2271-1999 -Present 

8 Residentla1 Real Property Appraiser-# 1627-1 996- 1999 

a Associate 1994-1996 

1979- 1994 
Instrument Man/Party Chief/gbrafisman 
~9 Worked on Road Construction and Suivey Crew in South Central ICY 

Frank Vaugh t Engineers 

1996- 1997 Wilson Education Group 

206 Hours- 12 Courses-of Real Estate/Appraisal Courses 
1980-1981 University OF Kentucky 

e 56 Hours 
1966-1979 Somerset School System 

Graduated 1979 

~ ~ ~ ~ ~ § ~ A c ~ ~ ~  
Area 

Pulasld County and adjoining counties is our primary service area. 

Counties in which I have appraised property are as follows: 

Adaur, Allen, Anderson, Barren, Bath, Butler, Boyle, Clark, Clinton, 
Cumberland, Garrard, Hardin, Hart, Jefferson, Jessamine, Iolox, L,arue, 
Laurel, Lincoln, Madison, Marion, McCreary, Mercer, Owen, Punlaski, 
Rockcastle, Rowan, Russell, Scott, Taylor, Warren, Wayne, Whitley 
as well as the following cities in Tennessee: Celina, Coolcevdle, Gatlinburg, 
Jellico, Oneida, Sparta, and T e h c o  Vdlage 

1999-2002 Pulasld County PVA’s Board of Assessment 

1999-Present - Member- Soinerset Planning and Zoning Board 

1999- Present - Member- Somerset Board of Adjustments 

Curleiit as of 07/01/04 



Somerset - 606lG79-4375 

Steve Abbott, Commercial Lendng Officer 

L,inda Jasper, Private Banking 

Q Moniticello Banking Company 

Somerset - 606/4S 1-0388 

Regina Brinson, President/Sr. Executive Officer 

Ralph Gibson, Loan Officer 

Russell Springs - 270/866-7322 

Scott Grider, President/Sr. Executive Officer 

e 

Sonierset - 606/679-6.341 

Citizens National Bank ~f Somerset 

Jeriy Claunch, Vice President 

Joe Platt, Vice President 

0 Cumberland Security Bank 

Somerset - 606/679-9361 

Mtlte Siinpson, President/CEO 

Mark Ross, Vice President 

Sharon Wieeldon, Vice President 

Q 

Somerset - 606/676-0784 

Cumberland Valley Nat i~t ia l  Bank & Trust Co. 

C. V. Hans ford, Executive Vice President/Branch Manager 

Batik of McCreary County 

Whitley City - 606/376-5031 

Jimmy Johnson, Vice President, Commercial Lendng 

Curielit as of 07/01 /04 





ANDERSON 
File No. 0407--035 

07/06/2004 

ATTN: ALLEN ANDERSON 
SOUTH KY. RECC 
925 NORTH MAIN STREET 
SOMERSET, KY 42501 

File Number: 0407--035 

I n  a c c o r d a n c e  w i t h  your request ,  I have personal ly  inspected and appra ised the r e a l  p roper t y  at: 

W H IGHWAY80 
NANCY, KY, 42544 

T h e  p u r p o s e  o f  t h i s  appra isa l  is  to est imate the  marke t  value of  the subject  proper ty ,  as vacant  
T h e  p r o p e r t y  r i g h t s  a p p r a i s e d  a r e  t h e  f e e  s i m p l e  i n t e r e s t  i n  t h e  s i t e .  

I n  m y  o p i n i o n ,  t he  e s t i m a t e d  m a r k e t  va lue of  t he  proper ty  as of  July 6, 2004 i s .  

~450 ,000  
Four Hundred Fifty Thousand Dollars 

T h e  a t t a c h e d  r e p o r t  c o n t a i n s  the  d e s c r i p t i o n ,  analys is  and suppor t ive da ta  for the conc lus ions ,  
f ina l  es t ima te  of va lue,  descr ip t ive photographs ,  l imi t ing condi t ions and appropr ia te cert i f icat ions 

C L I F F ~ D  L. CHILDERS 
COMPLETE APPRAISAL. - SUMMARY REPORT 



IDERSON File No. 0407-035 
3opertyAddress W. HIGHWAY 80 Census Tract 9903.00 LENDER DISCRETIONARY USE 

.egal Description DB 236/397; 2711195: 8.280/453 PULASKI COUNTY COURT CLERK, KY 
:ity NANCY County PULASKI State KY ZipCode 42544 Sale Price s 

Date 
ierloccupant S KY RECC Ma0 Reference 199-PULASKI Mortgage Amount $ 
Price S MKT VALUE Date of Sale NIA Property Rights Appraised Mortgage Type 

-oan charges/concessions to be paid by seller $ 
?.E, Taxes $ FRANCHISE Tax Year 03 HOAUMo. NONE c] Leashold Paid by Seller S 
LenderlCiient SOUTH KY. RECC 0 Condominium (HUDNA) 
925 NORTH MAIN STREET, SOMERSET, KY 42501 1 1 PUD Source 
LOCATION Suburban NEIGHBORHOODANALYSIS g 5 
BUILT UP 8 :215% @ 2 5 1 5 %  8 ::!:r 25% Employment Stability 
GROWTH RATE 0 Rapid D Stable 0 Slow Convenience toEmployment 0 B 0 0 
PROPERN VALUES 
DEMANDEUPPLY 0 Shwtage 
MARKETING TIME n Under 3 Mos. Tj?l 3-6 Mos. 

Single Family 50% Not Likely @ OCCUPANCY PRICE Adequacy of Facilities 

Multi-Family 0% In process 0 Tenant 0 30 Low NEW, ProtectionfromDebimental Cond 0 B 0 0 
Industrial 0% Vacant (over 5%) 0 Predominant General Appearance of Properties (3 @ 0 0 
Note: Race or the racial composition of the neighborhood are not considered reliable appraisal factors. 
APPROXIMATELY 4 MILES WEST OF THE INTERSECTION OF US 27 AND KY 80, IN THE SARDIS COMMUNITY. THE AREA IS 

COUNTY WITH NO KNOWN UNFAVORABLE FACTORS THAT WOULD ADVERSLEY AFFECT MARKET VALUE. LAKE 
CUMBERLAND IS NEARBY. 
Dimensions &REGULAR PER ATTACHED DEEDS Topography LEVEL TO ROLLING 
Site k e a  74.6 AC Corner Lot N/A Size TYPICAL FOR AREA 
'--bg Classification NOT ZONED Zoning Compliance N/A Shape IRREGULAR 

UTILITIES Public Other SITE IMPROVEMENTS Type Public Private View TYPlRESlAG 
Electricity @ PUBLIC Street ASPHALT 0 Landscaping TREES 
Gas a NOT AVAILABLE ~ Curb/Gutter NONE 0 0 Driveway - GRAVEL 
Water @ PUBLIC Sidewalk NO 0 0 Apparent Easements TYPICAL UTILITY 
Sanitary Sewer c] SEPTIC Street Lights NO 0 0 FEMAFloodHazard Yes' No X 

Comments (Apparent adverse easements, encroachments, special assessments, slide areas, etc): NO APPARENT ADVERSE EASMENTS, 
ENCROACHMENTS, SPECIAL ASSESMENTS, OR SLIDE AREAS. NO ZONING. 

@ Fee Simple Discount Points and Other Concessions 

0 Increasing c] Declining Convenience to Shopping O B 0 0  
0 Over Supply Convenience to Schools O @ O U  

PRESENT LAND USE % LAND USE CHANGE PREDOMINANT SKLEFANRLYWSING Reaeation Facilities O @ C I U  
AGE O @ O O  

2 4  Family 2% Likely 0 O w e r  @ S(OO0) (yrs) Property Compatibility O B O U  
Commercial 5% To: Vacant (0.5%) @ 500 High 100 Police 8 Fire Protection O B 0 0  
Vacant -. 43aq -. -- 100 - 40 Appeal to Market nmnn 

n Over 6 Mos. Adequacy of Public Transportation 0 B 0 0 
1 E L c e  

COMMENTS,NIEGHBORHOOD 1s LOCATED 

TYPICALLY MIXED WITH SINGLE FAMILY, LIMITED COMMERCIAL AND SOME 2-4 INCOME PROPERTIES. GOOD AREA OF THE 

Other Use DEVELOPED Drainage APPEARSADEQUATE ,EST 8 BEST USE: Present Use AGRl - 

FEMA'&/&ne 2 10 197-02008 X 7-90 Storm Sewer [ ] NOT AVAILABLE Alley NO -________-- 

- 
COMPARABLE NO. 1 COMPARABLE NO 2 COMPARABLE NO. 3 ITEM I SUBJECT I 

I W HIGHWAY 8CI STYLESVILLE ROAD I HIGHWAY 761 1 OLD MILL SPRINGS ROAD 

Final Reconciliation: ALL APPROACHES TO VALUE WERE CONSIDERED BASED ON AVAILABLE DATA. THE COST AND INCOME 
APPROACHES WERE NOT USED DUE TO THERE BEING NO STRUCTURE IMPROVEMENTS OR SIMILAR RENTED PROPERTY TO 
F- IABL ISHED A GROSS RENT MULTIPLIER. THE COMPARABLE SALES ANALYSIS WAS GIVEN THE MOST CONSIDERATION, 

to be $ 450,000 
I (We) certify: that lo the best of my (our) knowledge and belief, the facts and data used herein are true and correcl; that I (we) personally inspecled the subject property 

ESTIMATE THE MARKET VALUE, AS DEFINED, OF THE SUBJECT PROPERTY AS OF @y 6,2004 

and that I (we) have no undisclosed interest, present or prospective therein 

0 Did 0 Did Not 
Inspect Property 

7xWnlCimbcM1 

SUMMARY REPORT Childers Financial Services 



TH;S DSED OF SOWVEYdAiCE M A D E  A I;D ENTE.?ED I V T O  T R I S  

2 4 ~ ~  D A Y  O F  J U L Y  . l g 6 ? ,  B Y  A N D  B F T b I E E N  E L L A  ? iAY  P L E A S A N T  AND 

R O P E R T  P L E A S A N T ,  HER H U S B A N D , ,  OF S O M E R S F T ,  P U L A S K I  C O U N T Y ,  

k E N T U C i C Y ,  P A R T I E S  O F  T H E  F I R S T  P A R T ,  A N D  S O U T K  K E N T V C K Y  l?rJRAL 

E L  E C T.? I C L ' O  0 P E R A  Ti V E  C O R P O R A  T I O  N OF S O X X R S  E T , R E N T  U CY Y ,  P A R  T Y 

O F  T H E  S E C O N D  P A R T ,  i4I.TNE'SSETil: T H A T  F O R  A N D  I N  C O N S I D E R A T L V ~ ,  

OF ONE ($1.gO) DOLLAR, AND O T X E R G O O D  A N D  irA L U A B L E  C O V S I D E R . 4  T I O N  

Ti iE  R E C F I P T  O F  W H I C N  IS H B R E B Y  ACKNOWLEDGED T N  F U L L ,  T H E  P A R T I E S  

OF T H E  F I R S T  P A R T  D O  B Y  T H I ' S  I N S T R U Y E N T  AND T d E T F  P R E S E N T S ,  

C q A N T ,  S E L L ,  B A R G A I N  A N D  C O N V E Y  UA'TO T H F  P A R T Y  O F  TYB S E C O N D  

P A R T ,  I T S  S U C C E S S O . 2 S  AND A S S i G N S ,  T 2 5  FOLLOWIPIG D E S C R I B E D  

R Z A L  E S T A T I ,  T 3 - W I T :  

C O N S I S T I N G  O F  74 .6  A C R E S ,  X O R E  09 L E S S ,  L O C A T E D  
I N  P U L A S K I  C O U N T Y ,  K E N T U C K Y ,  six r f r r , E s  W E S T  F R O H  
S O l f E R S E T  A N D  PlORE P A R T I C U L A R L Y  D O S C R I B E D  AS F 3 L L O ! J S :  

i?EClk?hiiA!S O Y  A S T S N F ,  FL,,O-~?T M U S E ' S  C o R f i i m  
N E A R  T K E  I N T E A S E C T T O N  OF /?IGK!JAY NO. O N  T K I  SOUT2 
L I N E  O F  T H E  C O U N T Y  R O A D ;  T M E N C E  b I I T l i  S A I D  R O A D  EOUTII  
72 D E G ~ ~ E E S  317 P I I N U T F S  WEST 51 .3  P O L E S  T O  A S T ~ I ' I E  OIV 
S A X E ,  EDD S K E P P A R D ' S  CORNER; T H E N C E  W I T H  H I S  L I N E  
S O U T X  18 D E G R E E S  E A S T  16  P O L E S  T O  A S T ~ N L ;  T H E N C E  
S O U T H  10 D E G R E E S  W E S T  $3 P O L E S  TO A B L A C K  OAIC; S O U T M  
45 D E C R E E S  W E S T  3 7 . 2  P O L E S  TO A S T O N E  A T  D3.Y B R A W C F I ,  
S K E P P A R D ' S  CORNER, :  T H E N C E  L E A  Y I N G  S ' H E P P A R D ' S  L I N E S  



pLe>\,?;HI.r; 

L I N E ;  T H E N C E  W I T H  S A 3 E  S O U T H  74 D E G R E E S  W E S T  37.5 ? 3 L E S  
TO A C E D A R ,  HIS C O R N E R ;  TiLENCE W I T R  T H E I R  L I N E :  N O R T f i  
26 D E G R E E S  M I N U T E S  W E S T  1 1 . 2  POL,ES TO A S T O N E ,  E L E E R T  
M U S E ' S  C O R N E R ;  T H E N C E  W I T H  H I S  L E  S O U T K  76 D E G R E F S  (70 
Y I N U T E 9  W E S T  9.1 P O L F S  T O  A S T O N Y ,  H I S  CORNER.; Th-EMICE 
W I T K  M I S  L I N E  NJORTH 1 5  D E G f i E E S  ,'jo Y Z N U T E S  V E S T  32 .  2 

S A M 5  M O R E  OR L E S S  A S  S L R Y E ? E D  E V  CLALrD J A S P E R .  
P O L E S  T O  T K E  B E G I N N I N G ,  C O N T A I N T V G  7.7"2 AC.?ES T O  B E  T F I F  

S E C O N D  TRA-CX;. BEGINNIiYG O N  FA Y N E  R E E N E Y  .SOAD 
A T  T F I F ~ I T E . F Z S E C T I O N  O F  T F E  c O U F ~ T Y  R o A n  W I T H  K F E N E Y ' S  
L I N E ,  TFiENCF S O U T H  11 D E G R E E S  E A S T  1,!-2/3 P O L E S  TO 
A S T O N E  IN V I S  L I K E ;  T H E N C E  SOUTK 7a DEGREES @/3 M I K U T E S  
I J E S T  12 POLFS TO A S T O N E ;  T H E N C E  N O R T N  11 D E C R E E S  00 
M I N U T E S  I J E S T  1,3-2/"3 P O L E S  TO A S T O N Z  I N  KEENEY'S A V D  
Y A N G E . Y ' S  L I N E :  T H F N C E  NORT? 7G D E C R E E S  00 Y I W U l ' E S  E A S T  
12 P O L E S  TO T H E  E E G I W N I W C ,  C O N T A I N I N G  1.4 A C R E S ,  H O R E  
0 R L ES S . 

I T  I S  U N D E R S T O O D  T i f A T  J O H N  s. (?OVER h-AS A 2 i G I - i T  
O F  M A Y  A C R O S S  S A I D  L A V D S  T O  T X E  C.%ACKP.Q # E C K  R O A D ,  
R E C O R D E D  I N  D E E D  B O O K  110, P A G E  4-42, P U L A S K I  C a u i v T r  
C O U R T  C L E R K ' S  O F F I C E ,  K E N T U C K Y .  

B E I N G  A P A R T  OF T K E  S A X E  P R O P E R T Y  C O N K E Y E D  TO 
h!. s.  BROWN B Y  DCED D A T F D  S E P T E r f B E R  IC!, 1908 F R t 7 Y  
Ei?L?,TR,SON S . V I T I I ,  E T  A L ,  RECO.FiD.ED I N  D E E D  B ~ O K  6:q, 
P A G E  629, L D r J L A S K l  C O I I N T Y  GOU.?T C L E R I C ' S  O F F K  E ,  
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RROlJ i? ,  W H O  I S  N O b i  D E C E A S E D ,  A E I D  E L L A  ?[AI' F ' L E A S A W T ,  
F R S T  P A ? T Y  FIER.EIN,  A S  H I S  O h r L Y  UPIES A T  L A ! . . ,  ,.SEE 
A F F T D A Y I T  O F  D E S C ~ N T  O F  R E C O R D  I N  D E F D  B O O K  107, 
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S T A T E  O F  K E N T ~ C K Y  ) 
C O l i N T Y  OF P U L A S Z I  ) S C T .  

1, P F C G Y  ( J l i T N D I F F ,  A N D T A R 1  D U B L i r  W I T R i N  AND T O R  T K E  

A B O T F  C O U N T Y  A l J D  S T A T E ,  H F R Z B Y  C E E T I F Y  T H A T  T N F  F O R T G O I N G  

D E E D  O F  C O N V E Y A N C E  FROY E L L A  RAY P L E A S A N T  A ~ J D  ~ O E E R T  F L E A S A W ,  

H E X  YE B P N D ,  TG S O U T H  A E N T U C K Y  R U R A L  E L Z C T Z i C  c O O P E Q A T I 7 F  

C O G F O R A T ~ O N ,  W A S  T Y I S  D A Y  P R ~ D U C E D  T O  B Y  T H F  S A I D  ELLA 

?AY P L E A S A N T  A F J D  R O B E R T  P L E A S A N T ,  H E P  l i l J S B A V D ,  A N D  P Y  E A C t I  

O F  TiiEM S I G N E D  AF'D A C K N O U L E D C E D  TO B E  T V E I R  A C T  A V D  D T E D .  

I f l  TESTiiI'ONY /dHE%EOF, ViTNESS MY S i C N A T U i l F  A N D  S E A L ,  

JULY 24, 2 061. 

M I S S I O N  E X P I R E S  5-20-65. 
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LOCATION MAP 



I 

Borrower: SOUTH KY. RECC File No.: 0407-035 
Property Address: W. HIGHWAY 80 
City. NANCY State: KY Zip: 42544 
Lender: SOUTH KY. RECC 

Case No.: ANDERSON 



furpose 
THE PURPOSE OF THIS REPORT IS TO PROVIDE THE CLIENT AN OPINION OF VALUE WHERE THE BUYER AN SELLER ARE 
ACTING PRUDENTLY. IN TERMS OF CASH OR CASH EQUIVALENT, AND THE EXPOSURE IS IN A COMPETITIVE MARKET FOR A 

.REASONABLE TIME PRIOR TO SALE. 

THE APPRAISER HAS VISITED THE SUBJECT PROPERTY AND VERIFIED EXTERIOR DIMENSIONS. THE SOURCES FOR 
COMPARABLE DATA INCLUDE LOCAL PROPERTY VALUE ADMINISTRATORS, COUNTY COURT CLERK RECORDS, PROPERTY 
OWNERS, PREVIOUS APPRAISAL FILES, AND MULTIPLE LISTING SERVICES. CHRIS DILLINGHAM, JAMES MAYS, AND KEVIN 
DALTON ARE THE FULL TIME DATA RESEARCH PERSONS FOR CHILDERS FINANCIAL SERVICES AND HAVE PROVIDED 
SIGNIFICANT PROFESSIONAL ASSISTANCE IN THE DATA VERIFICATION USED IN THIS REPORT. 

Scope 

~~ 

Intended Use I Intended User 
THE INTENDED USER OF THIS REPORT IS NAMED CLIENT ON PAGE ONE OF THE APPRAISAL REPORT, ANY ASSIGN OR 
SUCCUSSOR ANY MANDATED STATE OR FEDERAL COURT OR REGULATORY AGENCY THE INTENDED USE OF THIS REPORT 
IS TO ESTIMATE THE CURRENT MARKET VALUE FOR THE CLIENT TO ASSIST IN POSSIBLE SALE OF SUBJECT PROPERTY. 

History of Property 
Current listing information:SUBJECT IS NOT CURRENTLY LISTED FOR SALE NOR IS THERE ANY AGREEMENT OF SALE PENDING. 

Prior sale: NO PRIOR SALE WITHIN THREE YEARS. 

osure Time I Marketing Time 

Personalty (non-realty) Transfers 

I_ 

4dditional Comments 
HIGHEST AND BEST USE IS AS A SINGLE FAMILY RESIDENTIAL SUBDIVISION DUE TO LOCATION. 

Certification Supplement 
1 
2 

This appraisal assignment was not based on a requested minimum valuation. a specific valuation, or an approval of a loan 
M y  Compensation is not contingent upon the reporiing o i  a predetermined value or direction in value lhal favors the cause of Ihe clienl. the amount o i  Ihe value 
estimate, the attainment of a stipulated result or the occurrence of a subsequent event 

A,. .er(s): 
CLIFFOR 

Supervisory Appraiser(s): 

Effective datelRepori dale: 07/06/2004 Effective datelReporl date: 



ANDERSON 
File No 0407-035 

APPRNSERS CERTIFICATION: 'The Appraiser certifies and agrees that: 

1 I have researched the subject market area and have selected a minimum of three recent sales of properties most similar and proximate 
to the subject property for consideration in the sales comparison analysis and have made a dollar adjustment when appropriate to reflect the 
market reaction to those items of significant variation If a significant item in a comparable property is superior to , or more favorable than, 
the subject property, I have made a negative adjustment to reduce the adjusted sales price of the comparable and, if a significant item in a 
comparable property is inferior to, or less favorable than the subject property, I have made a positive adjustment to increase the adjusted 
sales price of the comparable 

2 I have taken into consideration the factors that have an impact on value in my development of the estimate of market value in the 
appraisal report I have not knowingly withheld any significant information from the appraisal report and I believe, to the best of my 
knowledge, that all statements and information in the appraisal report are true and correct 

3 I stated in the appraisal report only my own personal, unbiased, and professional analysis, opinions, and conclusions, which are subject 
only to the contingent and Limiting Conditions specified in this form 

4 I have no present or prospective interest in the property that is the subject to this report, and I have no present or prospective personal 
interest or bias with respect to the participants in the transaction I did not base, either partially or completely, my analysis andlor the 
estimate of market value in the appraisal report on the race, color, religion, sex, handicap, familial status, or national origin of either the 
prospective owners or occupants of the subject property or of the present owners or occupants of the properties in the vicinity of the 
subject property 

5. I have no present or contemplated future interest in the subject property, and neither my current or future employment nor my 
compensation for performing this appraisal is contingent on the appraised value of the property 

6 I was not required to report a predetermined value or direction in value that favors the cause of the client or any related party, 
the amount of the value estimate, the attainment of a specific result, or the occurrence of a subsequent event in order to receive my 
compensation andlor employment for performing the appraisal I did not base the appraisal report on a requested minimum valuation, a 
specific valuation, or the need to approve a specific mortgage loan 

7 I performed this appraisal in  conformity with the Uniform Standards of Professional Appraisal Practice that were adopted and 
promulgated by the Appraisal Standards Board of The Appraisal Foundation and that were in place as of the effective date of this appraisal, 
with the exception of the departure provision of those Standards, which does not apply I acknowledge that an estimate of a reasonable 
time for exposure in the open market is a condition in the definition of market value and the estimate I developed is consistent with the 
marketing time noted in the neighborhood section of this report, unless I have otherwise stated in the reconciliation section 

8 I h a v e  p e r s o n a l l y  i n s p e c t e d  t h e  s u b j e c t  p r o p e r t y  a n d  t h e  e x t e r i o r  o f  a l l  p r o p e r t i e s  l i s t e d  as camparab les  
in the appraisal report I further certify that I have noted any apparent or known adverse conditions in the subject improvements, on the 
subject site, or on any site within the immediate vicinity of the subject property of which I am aware and have made adjustments for these 
adverse conditions in my analysis of the property value to the extent that I had market evidence to support them I have also commented 
about the effect of the adverse conditions on the marketability of the subject property 

9 I personally prepared all conclusions and opinions about the real estate that were set forth in the appraisal report If I relied on 
significant professional assistance from any individual or individuals in the performance of the appraisal or the preparation of the appraisal 
report, I have named such individual(s) and disclosed the specific tasks performed by them in the reconciliation section of this appraisal 
report I certify that any individual so named is qualified to perform the tasks I have not authorized anyone to make a change to any item in 
the report; therefore, if an unauthorized change is made to the appraisal report, I will take no responsibility for it 

SUPERVISORY APPRAISER'S CERTIFICATION: If a supervisory appraiser signed the appraisal report, he or she certifies 
and agrees that: I directly supervise the appraiser who prepared the appraisal report, have reviewed the appraisal report, agree with the 
statements and conclusions of the appraiser, agree to be bound by the appraiser's certifications numbered 4 through 7 above, and am taking 
full responsibility for the appraisal and the appraisal report 

ADDRESS OF PROPERTY APPRAISED: W .  HIGHWAY 80, NANCY, KY, 42544 

APPRAISER: SUPERVISORY APPRAISER (only if required) 

State certification # CERT 
or State License # 0615 
State KY 
Expiration Date of Certification or License 06/30/2005 

Signature: 
Name: 
Date Signed. 
State Certification #: 
or State License #. 
State: 
Expiration Date of Certification or License: 

0 Did 0 Did Not Inspect Property 

COMPLETE APPRAISAL - SUMMARY REPORT 

Vacant Land Page 2 of 2 



ANDERSON 
~ i l ~  N~ 0407-035 

DEFINITION OF MARKETVALUE: The most probable price which a property should bring in a competitive and open market 
under all conditions requisite to a fair sale, the buyer and seller, each acting prudently, Itnowledgeably and assuming the price is not 
affected by undue stimulus. Implicit in this definition is the consummation of a sale as of a specified date and the passing of title from 
seller to buyer under conditions whereby: (1) buyer and seller are typically motivated; (2) both parties are well informed or well advised, 
and each acting in what he considers his own best interest: (3) a reasonable time is allowed for exposure in the open market: (4 )  payment 
is made in terms of cash in U S dollars or in terms of financial arrangements comparable thereto; and (5) the price represents the normal 
consideration for the property sold unaffected by special or creative financing or sales concessions' granted by anyone associated with the 
sale 

'Adjustments to the comparables must be made for special or creative financing or sales concessions No adjustments are necessary for 
those costs which are normally paid by sellers as a result of tradition or law in a market area; these costs are readily identifiable since the 
seller pays these costs in virtually all sales transactions Special or creative financing adjustments can be made to the comparable property 
by comparisons to financing terms offered by a third party institutional lender that is not already involved in the property or transaction Any 
adjustment should not be calculated on a mechanical dollar for dollar cost of the financing or concession but the dollar amount of any 
adjustment should approximate the market's reaction to the financing or concessions based on the Appraiser's judgment 

STATEMENT OF LlRRlTlNG CONDITIONS AND APPRAISER'S CERTIFICATION 

CONTINGENT AND LIMITING COPdDlflONS: 
following conditions: 

The appraiser's certification that appears in the appraisal report is subject to the 

1 The appraiser will not be responsible for matters of a legal nature that affect either the property being appraised or the title to it The 
appraiser assumes that the title is good and marketable and, therefore, will not render any opinions about the title The property is appraised 
on the basis of it being under responsible ownership 

2 The appraiser has provided a sketch in the appraisal report to show approximate dimensions of the improvements and the sketch is 
included only to assist the reader of the report in visualizing the property and understanding the appraiser's determination of its size 

3 The appraiser has examined the available flood maps that are provided by the Federal Emergency Management Agency (or other data 
sources) and has noted in the appraisal report whether the subject site is located in an identified Special Flood Hazard Area Because the 
appraiser is not a surveyor, he or she makes no guarantees, express or implied, regarding this determination 

4 The appraiser will not give testimony or appear in court because he or she made an appraisal of the property in question, unless specific 
arrangements to do so have been made beforehand 

5 The appraiser has estimated the value of the land in the cost approach at its highest and best use and the improvements at their 
contributory value These separate valuations of the land and improvements must not be used in conjunction with any other appraisal and 
are invalid if they are so used 

6 The appraiser has noted in the appraisal report any adverse conditions (such as, needed repairs, depreciation, the presence of hazardous 
wastes, toxic substances, etc )observed during the inspection of the subject property or that he or she became aware of during the normal 
research involved in performing the appraisal Unless otherwise stated in the appraisal report, the appraiser has no knowledge of any hidden 
or unapparent conditions of the property of  adverse environmental conditions (including the presence of hazardous wastes, toxic 
substances, etc ) that would make the property more or less valuable, and has assumed that there are no such conditions and makes no 
guarantees or warranties, express or implied, regarding the condition of the property The appraiser will not be responsible for any such 
conditions that do exist or for any engineering or testing that might be required to discover whether such conditions exist Because the 
appraiser is not an expert in the field of environmental hazards, the appraisal report must not be considered as an environmental assessment 
of the property 

7 The appraiser obtained the information, estimates, and opinions that were expressed in the appraisal report from sources that he or she 
considers to be reliable and believes them to be true and correct The appraiser does not assume responsibility for the accuracy of such 
items that were furnished by other parties 

8 The appraiser will not disclose the contents of the appraisal report except as provided for in the Uniform Standards of Professional 
Appraisal Practice 

9 The appraiser has based his or her appraisal report and valuation conclusion for an appraisal that is subject to satisfactory completion 
repairs, or alterations on the assumption that completion of the improvements will be performed in a worltmanlike manner 

10 The appraiser must provide his or her pricr written consent before the lenderlclient specified in the appraisal report can distribute the 
appraisal report (including conclusions about the property value, the appraiser's identity and professional designations, and references to 
any professional appraisal organizations or the firm with which the appraiser is associated ) to anyone other than the borrower, the 
mortgagee or its successors and assigns; the mortgage insurer; consultants, professional appraisal organizations, any state or federally 
approved financial institution: or any department, agency, or instrumentality of the United States or any state or the District of Columbia: 
except that the lenderklient may distribute the property description section of the report only to data collection or reporting service(s) 
without having to obtain the appraiser's prior written consent The appraiser's written consent and approval must also be obtained before 
the appraisal can be conveyed by anyone to the public through advertising, public relations, news, sales, or other media 

Vacant Land Page 1 of 2 



STYLESWLLE ROAD 
SOMERSET 
Sale Dale: W2004 
Sale Price. $ 320,000 

HIGIIWAY 78’1 
INAIKY 
Sale Date 02/’13/2003 
Sale Price $ 350,000 

OLD MILL SPRINGS ROAU 
INANCY 
Sale Dale Ol / lN200~ 
Sals Price ;t 500,000 



V\IEST TO EAST 

IhIORTH TO SOUTI-I 

SOUTH TOWARD SARDIS ROPD 



// 

-~ 

I 

NORTIiEAST TO SOUTI-l\NEST 

ALONG FRT VIEW 

I\IORTIiV\/EST TO SOUTI-IEAST 



Appraised Date. July 6,  200.“ 
Appraised Value $450,000 





RED FLAG RULES 

On October 31, 2007 a Joint Committee of the OCC, Federal Reserve Board, FDIC, OTS, 

NCUA aiid tlie Federal Trade Cormnissioii authorized legislation which became Section 1 14 of 

tlie Fair and Accurate Credit Transaction Act of 2003 (FACTA) also luiown as tlie Red Flag 

Rides. This section requires that all organizations subject to the legislatioil develop aiid 

implement a written “Identity Theft Prevention Program” to detect, prevent aiid mitigate identity 

theft in coiuiectioii with tlie opening of certain iiew and existing accounts. 

The legislation is found at 15 TJSCA 1681 et seq. The Red Flags Rule is published at 16 

C.F.R. Section 68 1.2. 
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Standard Form of Agreement Between Owner and Design-Builder 
s- = ..* %7& 

_c -= -- -11 

AGREEMENT made as of the 
in the year of 
(In words, indicate day, month and year) 

BETWEEN the Owner: 
(Name, address and other information) 

South Kentucky REx3c 

Somerset, Kentucky 42503 
925-929 N. Main Street 

606-678-41 21 

and the Design-Builder: 
(Name, address and other infomation) 

D. W, W i l b m ,  be. 
153 Blue Sky Parkway, 
Lexington,' Ken 

859-263-2720 . .  

For the following Project: 
(Name, location and detailed description) 
South Kentucky RMxf 
Somerset Office 
Somarset, Kentucky 42503 

This document has Important 
legal consequences. 
Consultation with an attorney 
is encouraged with respect to 
its completion or modification. 
Consultation with an attorney is 
also encouraged wtth respect to 
professional licensing 
requirements in the jurisdiction 
where the Project is located. 

The Owner and Design-Builder agree as follows. 
- --.------ --_l-__ --- AIA Document A14fflb- 2004. Copyright@ 2004 by The American Institute of Ardillects. All rlghts reserved. WQRNINCI: This AlA'Document Is 
protected by US. Copyright Law and International Trestles. Unauthorized reproduction or dlstribulion of this AlA'" Document, or any portion of 
It, may result in severe clvli and crlmlnai penallfee, and wlll be prosecuted to the maximum extent posslbla under the law. Purchasers are 
permltled to reproduce ten (10) coples of this document when completed. To report copyright violations of AIA Gonlract Documents, e-rnall The American 
Institute of Archllects' legal counsel, wpyright@ala.org. 

mailto:wpyright@ala.org


TABLE OF ARTICLES 

1 THE DESIGN*BUILD DOCUMENTS 

2 WORK OF THIS AGREEMENT 

3 

4 

5 PAYMENTS 

6 DISPUTE RESOLUTION 

7 MISCELLANEOUS PROVISIONS 

I _  

DATE OF COMMENCEMENT AND SUBSTANTIAL COMPLETION 

CONTRACT SUM 
1 -  a +, 

- 

. I ,  7 , -  

8 ENUMERATION OF THE DESIGN-BUILD DOCUMENTS 

TABLE OF EXHIBITS 

A TERMS AND CONDITIONS 

8 

C INSURANCE AND BONDS 

DETERMINATION OF THE COST OF THE WORK 
I t  

ARTICLE I THE DESIGN-BUILD DOCUMENTS - 8  

$ 1.1 The Design-Build Documents foimthe Design-Build Contract. The Design-Build Docu-Ge% consist of this 
Agreement between Owner and Design-Builder (hereinafter, the “Agreement”) andits @ached Exhibits; 
Supplementary and other Conditions; Addenda issued prior to execution of the Agreement; the Project Criteria, 
including changes to tlie Project Criteria proposed by the Design-Builder and %ccepted by the Owner, if any; the 
Design-BuiIder’s Proposal and written modifications to the Proposal accepted by the Owner, if any; other documents 
listed in this Agreement; and Modifications issued after execution of this Agreement. The Design-Build Documents 
shall not be construed to create a contractual relationship of any kind (1) between the Architect and Owner, (2) between 
the Owner and a Contractor or Subcontractor, or (3) between any persons or entities other than the Owner and Design- 
Builder, including but not limited to any consultant retained by the Owner to prepare or review the Project Criteria. An 
enumeration of the Design-Build Documents, other than Modifications, appears in Article 8. 

$1.2 The Design-Build Contract represents the entire and integrated agreement between the parties hereto and 
supersedes prior negotiations, representations or agreements, either written or oral. 

$1.3 The Design-Build Contract may be amended or modified only by a Modification. A Modification is ( I )  a written 
amendment to the Design-Build Contract signed by both parties, (2) a Change Order, (3) a Construction Change 
Directive or (4) a written order for a minor change in the Work issued by the Owner. 

- 

ARTICLE 2 THE WORK OF THE DESIGN-BUILD CONTRACT 
5 2.1 The Design-Builder shall fully execute the Work described in the Design-Build Documents, except to the &ent 
specifically indicated in the Design-Build Documents to be the responsibility of others. 

ARTICLE 3 DATE OF COMMENCEMENT AND SUBSTANTIAL COMPLETION 
0 3.1 The date of commencement of the Work shall be the date of this Agreement unless a different date is stated below or 
provision is made for the date to be fixed in a notice issued by the Owner. 
(Insert the date of corninencement i f  it differsfiarn the date of this Agreement or, ifappllcable, state thar the date will be 
fixed in a notice to proceed. J 

AIA Document A 1 4 1 K  2 O G x p y r i g h t  0 2004 by TheAmerican institute of Architects. All rights reserved. NARNINQ: This AIADDocument 1s 
protected by US. CopyrIght Law and internationel Treatles. Unauthorized reproduction or distribution of this AIA’Document, or any portion of 
it, may result In severe clvii and criminal penaltles, and will be prosacuted to the meximum extent possible under the Jeur. Purchasers are 
permitted to reproduce ten ( I O )  copies of this document when completed. To report copyright violations of AIA Contract Documents, e-mall The American 
lnstilule of Architects’ legal counsel, copyright@aia.org. 

2 

mailto:copyright@aia.org


3 7.97 

If, prior to the commencement of Work, the Owner requires time to file mortgages, documents related to mechanic's liens 
and other security interests, the Owner's time requirement shall be as follows: 
(Insert Owner's time requirements.) 

To be determined 

5 3.2 The Contract Time shaU be measured fkom the date of commencement, subject to adjustments of this Contract Time 
as provided in the Design-Build Documents. 
(Insert provisions, ifany, for liquidated damages relating to failure to cornplete on iime or for bonus payments for  early 
completion of the Work.) * .  

Not applicable 

5 3.3 The Design-Builder shall achieve Substantial Completion of the Work not Iater than 
date of commencement, or as follows: 
(Insert number of calendar days. Alternatively, a calendar date may be used when coordinated with the date of 
commencement. Unless stated elsewhere in the Design-Build Docitments, insert any requirements for earlier Substantial 
Completion of certain porfions of the Work) 

To be determined upon and at completion of plans 

days kom the 

ARTICLE 4 CONTRACT SUM 
5 4.1 The Owner shall pay the Design-Builder the Contract Sum in current funds for the Design-Builder's performance of 
the Design-Build Contract. The Contract Sum shaU be one of the following: 
(Check the appropriate box.) 

c1] Stipulated Sum in accordance with Section 4.2 below; 

Cost of the Work Plus Design-Builder's Fee in accordance with Section 4.3 below; 

Cost of the Work Plus Design-Builder's Fee with a Guaranteed Maximum Price in accordance 
with Section 4.4 below. 

(Based on the selection above, complete either Section 4.2,4.3 or4.4 below.) 

5 4,2 STIPULATED SUM 
5 4.2.1 The Stipulated Sum shall be 
additions and deductions as provided in the Design-Build Documents. 

5 4.2.2 The Stipulated Sum is based upon the following alternates, if any, which are described in the Design-Build 
Documents and are hereby accepted by the Owner: 

Dollars ($I ), subject to 

N/A 

5 4.2.3 Unit prices, if any, are as follows: 

N/A 8. 

$4.2.4 Allowances, if any, are as follows: 
(Identzfi and state fhe amounts of any allowances, and state whether they include labor, materials, or both,) 

N/A 

I .-- -I_ 

AIA Document A141Tu- 2004. Copyright 0 2004 by The American Institute of Architects. All rlghts reserved. WARNIKG: Thls AIAoDocument is 
protected by US. Copyrlght L-,w and lnteinztional Treattes. Unaulhorlzeti reproductlon or dlstrlbution of this &l&'Documen(, or any poitlon of 
It, may result In s3vere civil anti crlmlnal peneltles, and VJIII bs piosecuted to fhe maximum e):leni possible untisr tho law. Purchasers are 
permitted to reproduce ten (IO) wpies of this document when completed. To report copyright violations of ALA Contiact Documents, e-mall The American 
InsUlute of Architecls' legal counsel, copyight@ala.org. 
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5 4'23 Assumptions or qualifications, if any, on which the Stipulated Sum is based, are as follows: 

N/A 

$ 4.3 COST OF THE WORK PLUS DESIGN-BUILDER'S FEE 
$4.3.1 The Cost of the Work is as defined in Exhibit B. 

. .  
-2.-- - .. " . ._ a. %'e- ..' -- 7 L  . $%?? The Design-Builder's Fee is: 

N/A .~ 3 

*-=. c _- (State a hunp sum, percentage of Cost of the Work or otherprovision for deteFn&!rg?fhe .A. 0. Design-Builder's Fee and rlie 
rF-* I 5 .*:++--p* 

-?" - niethod of adjustment to the Fee for changes in the Work.) 
_I - 'i -;F 1_? -7 . , .- 

r. .s >, 5 
3 37 1. z., - . I  

b & -5g- 
Y 

** $ 4.4 COST OF THE WORK PLUS DESIGN-BUILDER'S FEE WITH A GUARANTEED MAXIMUM PRICE 
$ 4.4.1 The Cost of the Work is as defined in Exhibit B, plus the Design-Builder's Fee. 

$4.4.2 The Desigti-Builder'sFee is: -.-- 
(Stare a lump slim, percentage of Cost of the Work or otherprovision for determining the Design-Builder's Fee arid the 
nietliod of adjustment to the Fee for changes in the Work.) Five percent of contractors cost 
including design fees (excludes d l  costs such=,gs;Spffice related costs/over- 
head). Total 

$ 4.4.3 G U A R A N T E E Q ~ ~ M U M  PRICE t be 
~ ~ ~ ~ ~ ~ ~ e ~ ~ d ~  t&@&p-Builder not to exceed 

d 
$ 4.4.3.1 The sum of the Cost of the Wo 
Dollars ($ 

tS 
which would cause the Guaranteed 
reimbursement by the Owner. 

".e- _- 
(Insert specijic provisions if the Desig?l-Builder is to participate in any savings.) 

zo'ect cost i s  t o  be detmnin6&e&ktimates for total job cost 
edza'= 'Ians ev 1 w to ta l  job cost 

' ---I s t 
), subject to additions $nq?$$uchons by changes in the Work as provided 

Documents. Such maximum sum is r e f e r x ~ ~ ~ i ~ ~ ~ = D - ~ i g n - B u i l d  Documents as the Guaranteed Ma 
P w e  to be exceeded shall be paid by the Desi 

TO be determined 

$ 4.4.3.2 The Guaranteed Maximum Price is based on the folloiving alternates,-if h y ,  which are described in the Design- 
Build Documents and are hereby accepted by the Owner: ' 

Not applicable at  this time 

$4.4.3.3 Unit Prices, if any, are as follows: 

Not applicable a t  t h i s  t i m e  

---"I- -- -.-_ --~_II 

AIA Document A141N- 2004. Copyright@ 2004 by The American Institute of Archltecls. All rlghts reserved. WARNING: Tlils NA'Document is 
protected by US. Copyrlght Law anci lniemaiional Trestles. Unaulhorized reprociucflon or dislrlbution of this AlA'Docurnenl, or sny ponlon of 
li, may result In ssvere civll end criminal penalties, an6 vdll bs prosecuied lo  lh@ maxlmum extent possibk under the isv:. Purchasers are 
permitted to reproduce len ( IO)  copies of this documenl when completed. To report copyright violations of AIA Contract Documents, e-mail The American 
Institute of Architects' legal counsel, copyright@aia.org. 

4 

mailto:copyright@aia.org


0 4.5 CHANGES IN THE WORK 
$4.5.1 Adjustments of the Contract Sum on account of changes in the Work may be determined by any of the methods 
listed in Artjcle A.7 of Exhibit A, Terms and Conditions. 

5 4.5.2 Where the Contract Sumis the Cost of the Work, With or without a Guaranteed MaximumPricq, andno specific 
provisionis made in Sections 4.3.2 or 4.4.2 for adjustment of the Design-Buiider's Fee in the case-$Q&anges in &e Work, 
or if the extent of such changes is such, in the aggregate, that application of the a d j u s t m e n t ~ ~ ~ ~ ~ ~ e ~ s u b s t a n t i a l  inequity 
to the Owner or Design-Builder, the Design-Builder's Fee shall be equitably adjusted _og,'Il,e - brasrs of the Fee established 
for the original Work, and the Contract Sum shall be adjusted accordingly. - -- - x%T 
ARTICLE 5 PAYMENTS 
3 5,l PROGRESS PAYMENTS 
5 5,I.l Based upon Applications for Payment submitted to th&p&n#fy the Design-Builder, the Owner shall make 
progress payments on account of the Contract Sum to the Design-Builder as provided below and elsewhere in the Design- 
Build Documents. s 

5 5.1.2 The period covered by each Application for Payment shall be one calendar month ending on the last day of the 
month, or as ~OUQWS: 

' 

&$&E .e- 
-rP = * e  F*& .s* 

~ *+.&%=2 
&%T 5 * 
T&& c 

5 5.ld Provided that an Application for Payment is received not later than tGe 1 st day of month, the Owner 

Owner not later than 

the Design-Build Documents. The schedule of values shaU allocate the entire Contract Sum among the various portions of 
the Work. Compensation for design services shall be shown separately. Where the Contract Sum is based on the Cost of 
the Work with a Guaranteed Maximum Price, the Design-Builder's Fee shall be shown separately. The schedule o f  values 
shall be prepared in such form and supported by such data to substantiate its accuracy as the Owner may require. This 
schedule of values, unless objected to by the Owner, shall be used as a basis for reviewing the Design-Builder's 
Applications for Payment. 

$5.1.6 In taking action on the Design-Builder's Applications for Payment, the Owner shall be entitled to rely OR the 
accuracy and completeness of the information furnished by the Design-Builder and shall not be deemed to have made a 

. 
detailed examination, audit or arithmetic verification of the documentation suemitted in accordance with Sections 51.4 or 
5.1.5, or other supporting data: to have made exhaustive or continuous on-site inspections; or to have made examinations to 
ascertain how or for what purposes the Design-Builder has us$ amounts previously paid on account of the Agreement. 
Such examinations, audits and verification 
acting in the sole interest of the Owner. 

3 5.1.7 Except with the Owner's prior app 
materials or equipment whic 

9 5.2 PROGRESS PAY 
5 5.2.1 Applications fof 
completion of each podion of the Work as of the end of the period covered by-@ Application for Payment. 

*Owner, wi.U be performed by the Owner's accountan 

t Sum is based upon a Stipdat indicate the percentage of 

-- "-- .-- 
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5 5.2.2 Subject to other provisions of the Design-Build Documents, the amount of each progress payment shall be 
computed as follows: 

.I Take that portion of the Contract Sum properly allocable to completed Work as determined by 
multiplying the percentage completion of each portion of the Work by the share of the Contract Sum 
aIIocated to that portion of the Work in fhe schedule of values, less retainage of 
percent ( 
consultants retained directly by the Design-Builder. Pending final determination of cost to the Owner of 
Changes in the Work, amounts not in dispute shall be included as provided in Section A.7.3.8 of Exhibit 
A, Terms and Conditions; 
Add that portion of the Contract Sum properly allocable to materials and equipment delivered and 
suitably stored at the site for subsequent incorporation in the completed construction (or, if approved in 
advance by the Owner, suitably stored off the site at alocation agreed upon in writing), less retainage of 
percent ( 5 %); 
Subtract the aggregate of previous payments made by the Owner; and 
Subtract amounts, if any, for which the Owner has withheld payment from or nullified an Application for 
Payment as provided in Section A.9.5 of Exhibit A, Terms and Conditions. 

5 %) on the Work, other than services provided by design professionals and other 

.2 

.3 

.4 

5 5,2.3 The progress payment amount determined in accordance with Section 5.2.2 shall be further modified under the 
following circumstances: 

.I add, upon Substantial Completion of the Work, a sum sufficient to increase the total payments to the fuU 
amount of the Contract Sum, less such amounts as the Owner shall determine for incomplete Work, 
retainage applicable to such work and unsettled claims; and 
(Section A.9,8.6 of Exhibit A, Tenns and Conditions requires release of applicable retainage upon 
Substantial Conpletion of Work with consent of surety, if any.) 
add, if final completion of the Work is thereafter materially delayed through no fault of the Design- 
BaiIder, any addifionat amounts payabIe in accordance with Section A.9.10.3 of Exhibit A, Terns and 
Conditions. 

,2 

0 5.2.4 Reduction or limitation of refainage, if any, under Section 5.2.2 shall be as follows:. 
(Ifit is intended, prior to Substantial Coinpletion of the entire Work, to reduce or limit the retainage rearhingfroni the 
percentages inserted in Sectioiw 5.2.2.1 and 5.2.2.2 above, and this is not explained elsewhere in the Design-Build 
Documents, insert here provisioiis for such reductioit or limita fion.) 

Reductions are to be made based on cost to complete. 

0 5.3 PROGRESS PAYMENTS - COST OF THE WORK PLUS A FEE 
5 5.3.4 Where the Contract Sum is based upon the Cost of the Work plus a fee without a Guaranteed Maximum Price, 
Applications for Payment shall show the Cost of the Work actually incurred by the Design-Builder through the end of 
the period covered by the Application for Payment and for which Design-Builder has made or intends to make actual 
payment prior to the next Application for Payment. 

5 5.3.2 Subject to other provisions of the Design-Build Documents, the amount of each progress payment shall be 
computed as follows: 

.I Take the Cost of the Work as described in Exhibit B; 
,2 Add the Design-Builder's Fee, less reta@age of N/A ( % ). The Design- 

Buiider's Fee shall be computed upon the Cost of the Work described in the preceding Section 5.3.2.1 at 
the rate stated in Section 4.3.2; or if the Design-Builder's Fee is stated as a fixed sum in that section, an 
amount which bears the same ratio to that fixed-sum Fee as the Cost of the Work in the preceding section 
bears to a reasonable estimate of the probable Cost of the Work upon its completion; 
Subtract the aggregate of previous payments made by the Owner; 
Subtract the shortfall, if any, indicated by the Design-Builder in the documentation required by Section 
5.1.4 or resulting from errors subsequently discovered by the Owner's accountants in such 
documentation; and 
Subtract amounts, if any, for which the Owner has withheld or withdrawn a Certificate for Payment as 
provided in the Section A.9.5 of Exhibit A, Terms and Conditions. 

.3 
A 

.5 
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$5,3,3 Retainage in addition to the retainage stated at Section 5.3.2.2, if any, shall be as.fol1ows: 

0 5.3.4 Except with the Owner's prior approval, payments for the Work, other than for services provided by design 
professionals and other consultants retained directly by the Design-Builder, shall be subject to refainage of not less than 

for review and approval of payments and retention for Contractors. 

0 5.4.1 Applications for Payment where the Contract Sum is based upon the Cost of the Work Plus a Fee with a Guaranteed 
Maximum Price shall show the percentage of completion of eachportion of the Work as of the end of the period covered 
by the Application for Payment. The percentage of completion shall be the lesser of (1) the percentage of that portion of the 
Work which has actually been completed; or (2) the percentage obtained by dividing (a) the expense that has actually been 
incurred by the Design-Builder on account of that portion of the Work for which the Design-Builder has made or intends to 
make actual payment prior to the next Application for Payment by (b) the share of the Guaranteed Maximum Price 
allocated to that portion of the Work in the schedule of vdues. 

5 5.4.2 Subject to other provisions of the Design-Build Documents, the amount of each progress payment shall be 
computed as follows: 

.I 

( %). The Owner and Design-Builder shall agree on a mutually acceptable procedure N/A 

0 5.4 PROGRESS PAYMENTS - COST OF THE WORK PLUS A FEE WITH A GUARANTED MAXIMUM PRICE 

Take that portion of the Guaranteed Maximum Price properly allocable to completed Work as 
determined by multiplying the percentage of completion of each portion of the Work by the share of the 
Guaranteed Maximum Price allocated to that portion of the Work in the schedule of values. Pending final 
determination af cost to the Owner of changes in the Work, amounts not in dispute shall be included as 
provided in Section A.7.3.8 of Exhibit A, Terms and Conditions; 
Add that portion of the Guaranteed Maximum Price properly allocable to materials and equipment 
delivered and suitably stored at the site for subsequent incorporation in the Work, 0; if approved in 
advance by the Owner,'suitably stored off the site at a location agreed upon in writing; 

.3 Add the Design-Builder's Fee, less retainage of five percent _( 5 % ). The Design- 
Builder's Fee shall be computed upon the Cost of the Work described in the two preceding sections at 
the rate stated in Section 4.4.2 or, if the Design-Builder's Fee is stated as a fixed sum in that section, 
shall be an amount that bears the same ratio to that fixed-sum fee as the Cost of the Work in the two 
preceding sections bears to a reasonable estimate of the probable Cost of the Work upon its completion; 
Subtract the aggregate of previous payments made by the Owner; 
Subtract the shortfall, if any, indicated by the Design-Builder in the documentation required by Section 
5.1.4 to substantiate prior Applications for Payment, or resulting from errors subsequently discovered by 
the Owner's accountants in such documentation; and 
Subtract amounts, if any, for which the Owner has withheld or nullified a Certificate for Payment as 
provided in Section A.9.5 of Exhibit A, Terms and Conditions. 

.2 

,4 
,5 

.6 

0 5.4,3 Except with the Owner's prior approval, payments for the Work, other than for services provided by design 
professionals and other consultants retained directly by the Design-Builder, shall be subject to retainage of not less than 

for review and approval of payments and retention for Contractors. 

0 5.5 FINAL PAYMENT 
0 5.5.1 Final payment, constituting the entire unpaid balance of the Contract Sum, shaU be made by the OvneLto-the 
Design-Builder no later than 30 days after the Design-Builder has fully performed the Design-Build Contraci, including the 
requirements in Section A.9.10 of exhibit A, Terms and Conditions, except for the Design-Builder's responsibility to 
correct non-conforming Work discovered after f m d  payment or to satisfy other requirements, if dny,-which extend beyond 
final payment. 

zero ( 0 %). The Owner and Design-Builder shall agree on a mutually acceptable procedure 

r i  

i 

-- - ~ 
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ARTICLE 6 DISPUTE RESOLUTION 
$ 6.1 The parties appoint the following individual to serve as a Neutral pursuant to Section A.4.2 of Exhibit A, Terms and 
Conditions: 
(Insert the name, address and other information of the individual to serve as a Neutral. If the parties do not select a 
Neittral, then the provisions of Section A.4.2.2 of Exhibit A, Terns and Conditions, shall apply,) 

__ -%& 
f ".f T 
- - -- 

&ST% il - *:-f-, i E --- Local courts 
p F -  2 =- 
a& 

i( -2 

=yse_ E -- i"4E E%- - 
.=?. Zz--ii- 

-+** *% - - 
§ 6.2 If the parties do not resolve their dispute through mediation pr~g.anFlo'Section A.4.3 of Exhibit A, Terms and 
Conditions, the method of binding dispute resolution shalI be.&%fao?ving: 
(Ifthe parties do not select a mefhod of binding dispute resolution; ilten the method of binding dispute resolution shall be 
by litigation in a coirrt of competent jurisdiction.) 
(Check one.) 

G 1 -  

0 Arbitration pursuant to Section A.4.4 of Exhibit A, T e r n  and Conditions 

Litigation in a court of competent jurisdiction 
~ -- 

I c] Other (specifi) 

- 
.z.= Zs..=l .*-_ $6.3 ARBITRATION E--% k; -- 

$6.3.1 If Arbitration is selected by the p 
matter in question arising out of or rela 

nding dispute resolution, then any cIa@+$$u@?& other 
be subject to arbitration as provided-Ti&cgon A.4.4 of &d -a r-r Exhibit A, Terms and Conditions. .$ 

ARTICLE 7 MISCELLANEOUS PROVISIONS 

ssx%e$ i3.3 i 7 
m T I m 2  

$ 7.1 The Architect, other design professionals and consultants engaged by th 
duly licensed to practice their professions in the jurisdiction where the Proje 
(Itrsei? name, address, license nrcrnbe?; relationship to Design-Builder and 

shall be persons or entities 
and are listed as follows: 

Tate  JUll Jacobs Architects 
John L Carman & Associates 
Brown + Kubican PSC 
GRW En ineers, Inc. 

57.2C ons 8 tants, if any, engaged directly by the Owner, their professions and responsibilities are listed below: 
(Insert name, address, license number, ifapplicable, and responsibilities to Owner and other infonnation.) 

None 

0 7.3 Separate contractors, if any, engaged directly by the Owner, their trades and responsibilities are listed below: 
(Insert name, address, license number, ifapplicable, ities to Owner and other information.) 

.2= - -- 
-" z . ? L  

None at this time 

$7.4 The Owner's Designa 
(Insert name, address and o 
Allen Ande 

Somerset, Kentucky 42503 
- . .  . .  . . I _ "  

925-929 N. 

$7.4.1 The Owner's Designated Representative identified above shall be authorized to act on the Owner's behalf with 
respect to the Project. 
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$ 7.5 The Design-Builder's Designated Representative is: 
(Insert name, address and other infonnatiorr.) 
Doug Wilbum 
153 Blue Sky Parhay  
Lexington, Kentucky 40509 - -* 

z.i LL... .*=.. "5%. " -- -- - - 

5 7.5.1 The Design-Builder's DesigFted Representative identified above shall be authori&9-&. dt'bn the Design- 

$7.6 Neither the Owner's nor the Design-Builder's Designated Representativey\p-aJ?be changed without ten days written 

--"; % "; - BuiIder's behalf with respect to the Project. 

notice to the other party. 

.+:: 1- F - 
&=&?J+Z - 

b i z  E . -. 2+>:-*+< 
3 \..+ =- -r; f, 

_I' 'i .- -%. ~ , .  , 

Q 7.7 Other provisions: 

0 7.7.1 Where reference is made in this Agreement to a provision of another Design-Build Document, the reference 
refers to that provision as amended or supplemented by other provisions o[ the Design-B$ld Documents. 

$ 7.7.2 Payments due and unpaid under the Design-Build Con 
rate stated below, or in the absence thereof, at the Iegal ra 
is located. 
(Insert rate of interest agreed 

Six percent (6%) 
(Usury laws and requirenienfs 
and other regulations at the 01 
elsewlzere may afeecf fhe val 
modifications, and also regard 

ARTICLE 8 ENUMERATION OF THE DESIGN-BUILD DOCUMENTS 
0 8.1 The Design-Build Dacuments, except €or Modifications issued after execution of this Agreement, are enumerated 
as follows: 

mined §?h&h%$..eement 1s this executed edition ofthe Standard Form of Agreement Between Owner and Design-Builder, 
AIA Document A141-2004. 

$8.1.2 The Supplementary and other Conditions of the Agreement, if any, are as follows: 
(Either list applicable documents below or refer to an exhibit aftached to this Agreement.) 

See Attachment I 

Q 8.1.3 The Project Criteria, including changes to th riteria proposed by the Design-Builder, if any, and, 

To be develo 

(Eirfier list applicable 5dociiments below or refer to an exhibit atta 

Not applicable 

.-- - - - . ~ ~  -_)_-- 
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s 8.1.5 Amendments to the Design-Builder's Proposal, if any, are as follows: 
(Either list applicable docirnzents below or refer to an exhibit attached to this Agreement.) 

Nat: applicable 

8.1.6 The Addenda, if any, are as follows: ~ I .  

(Either list applicable documents below or refer to an exhibit attached io this Agreemmt) 

None 

3 8.1.7 Exhibit A, Tenns and Conditions. 
( I f  the parties agree to substitute terms and cotiditions other than those contained in M A  Docrimetit Al41-2004, Exhibit A, 
Tenns and Conditions, then identiJjl such terns and conditions and attach to this Agreement as Exhibit A.) 
See attached schedule of design fees to be paid as applicable by percentage 
as noted on fihe schedule (Attachment I) 

Q 8.1.8 Exhibit E, Determination of the Cost of the Work, if applicable. 
(Ifthepapties agree to substitute a method to determine the Cost of the Workother than that contained in AL4 Dociiinent 
AI41--2004, Exhibit B, Determination of the Cost of the Work then iden@ such other method to deteimine the Cost of the 
Work and attach to this Agreement as Exhibit B. lfthe Contract Sum is a Stipulated Sum, theti Exhibit B is not applicable.) 
mst of work to be determined thru mpetetive subcontractor bidding and 
in - house - - - --______ estimates _- on work to be self-perfom& on concrete, carpenw, 
doors and hardware. 

8.1.9 Exhibit C, Insurance and Bonds, $applicable. 

DesignlBuilder will furnish 100% Payment and Performance bonds for the 
amounf-. of contractors work, when amounts are established. 
to furnish builders risk and General Liability Inskance prior to s tar t  

(Complete AIA Document AI41-2004, Exhibit C, Insiirance and Bonds or indicate "not applicable.") 

Design/Builder 

of work. 
Q 8.1.10 Other documents, if any, forming part of the Design-Build Documents are as follows: 
(Either list applicable documents below or refer to an exhibit attached to this Agreement.) 

Attachment #2 - Example of Bid Tabulation fonnat 
Attachment #3 - =ample of Estimation Detail. Sheet format 
Attachment #4 - Example of Schedule of Values Breakdown format 

This Agreement is entered into as of the day and year first written above and is executed in at least three original 
and one to the Owner. 

OWNER (Signature) 

_I 

mug Wi-ldbk, , ... President Allen Anderson, President & C E X )  -- 
(Printed name and title) (Printed name and title) 

CkUTIDfd: You slibulci sign an original klW Contract Docurnsnnt, on whfch this text sppsars In RED. 
chenges ~ ~ i l l  not be obscured. 
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TM 

Terms and Conditions 

for the followlng PROJECT 
(Name and location or address) 

South Kentucky RECC 
Somerset Of Eice 
h e r s e t ,  Kentucky 42503 

THE OWNER: 
(Name and address} 

South Kentucky RMx3 
925-929 N. Main treet, 

TI%?%%6%%UI~?'y 42502 
(Name and address) 
ID. W. Wilburn, Tnc.. 
153 Blue Sky Parkway 

T ~ ~ ~ c L ~ ~ ~ ~ c ~ Y  40509 

A.1 

A.2 

A.3 

A.4 

A.5 

A.6 

A.7 

A,8 

A.9 

A.10 

A. l l  

A.12 

A.13 

A.14 

legal consequences. 
Consultation with an attorney 
is encouraged with respect to 
its completion or modification. 
Consultation with an attorney is 
also encouraged with respect to 
professional licensing 
requirements In the jurisdiction 
where the Project is located. 

_i- I.. . < ' ... 

-; 
GENERAL PROVISIONS 

OWNER 
"I 

.. - 

DESIGN*BUILDER 

DISPUTE RESOLUTION 

AWARD OF CONTRACTS 

CONSTRUCTION BY OWNER OR BY SEPARATE CONTRACTORS 

CHANGES IN THE WORK 

TIME 

PAYMENTS AND COMPLETION 

PROTECTION OF PERSONS AND PROPERTY 

INSURANCE AND BONDS 

UNCOVERING AND CORRECTION OF WORK ,-- ". 
. -. _. 

MISCELLANEOUS PROVISIONS 

TERMINATION OR SUSPENSION 0; 
-* 

N-BUILD CONTRACT 
,. = . , ' -  

:., ... ' 
- ,- . - "  

:- ? L 

-*. _ a  
7 . .  : - .  

--- ~~ ------.__(_ 
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ARTICLE A.1 GENERAL PROVISIONS 
Q A.1.1 BASIC DEFINITIONS 

The Design-Build Documents are identified in Section 1.1 of the Agreement. 
Q A.1.1.1 THE DESIGN-BUILD DOCUMENTS 

Q A.1.1.2 PROJECT CRITERIA 
The Project Criteria are identified in Section 8.1.3 of the Agreement and may describe the character, scope, 
relationships, forms, size and appearance of the Project, materials and systems and, in  general, their quality levels, 
performance standards, requirements or criteria, and major equipment layouts. 

Q A.1.1.3 ARCHITECT 
The Architect is the person lawfully licensed to practice architecture or an entity lawfully practicing architecture 
identified as such in the Agreement and having a direct contract with the Design-Builder to perform design services 
for all OK a portion of the Work, and is referred to thoughout the Design-Build Documents as if singular in number. 
The term “Architect” means the Architect or the Architect’s authorized representative. 

Q A.1 ,I $4 CONTRACTOR 
A Contractor i s  a person or entity, other than the Architect, that has a direct contract with the Design-Builder to 
perform all or a portion of the construction required in connection with the Work. The term “Contractor” is referred to 
throughout the Design-Build Documents as if singular in number and means a Contractor or an authorized 
representative of the Contractor. The term “Contractor” does not include a separate contractor, as defined i n  Section 
A.6.1.2, or subcontractors of a separate contractor. 

Q A.1.1.5 SUBCONTRACTOR 
A Subcontractor is a person or entity who has a direct contract with a Contractor to perform a portion of the 
construction required in connection with the Work at the site. The term “Subcontractor” is referred to throughout the 
Design-Build Dacuments as if singular in number and means a Subcontractor or an authorized representative of the 
Subcontractor. 

Q A.1.1.6 THE WORK 
The term “Work” means the design, construction and services required by the Design-Build Documents, whether 
completed or partially completed, and includes nlI other labor, materials, equipment and services provided or to be 
provided by the Design-Builder to fulfill the Design-Builder’s obligations. The Work may constitute the whole or a 
part of the Project. 

Q A.1.1.7 THE PROJECT 
The Project is the total design and construction of which the Work performed under the Design-Build Documents may 
be the whole or a part, and which may inclilde design and construction by the Owner or by separate contractors. 

Q A.1.1.8 NEUTRAL 
The Neutral is the individual appointed by the parties to decide Claims and disputes pursuant to Section A.4.2.1. 

Q A,1.2 COMPLiANCE WITH APPLICABLE LAWS 
Q A.1.2.1 If the Design-Builder believes that implementation of any instruction received from the Owner would cause a 
violation of any applicable law, statute, ordinance, building code, rule or regulation, the Design-Builder shall notify 
the Owner in writing. Neither the Design-Builder nor any Contractor or Architect shall be obligated to perform any act 
which they believe will violate any applicable law, ordinance, rule or regulation. 

Q A.1.2.2 The Design-Builder shall be entitled to rely on the completeness and accuracy of the information contained in 
the Project Criteria, but not that such information complies with applicable laws, regulations and codes, which shall be 
the obligation of the Design-Builder to determine. In the event that a specific requirement of the Project Criteria 
conflicts with applicable laws, regulations and codes, the Design-Builder shall furnish Work which complies with such 
laws, regulations and codes. In such case, the Owner shall issue a Change Order to the Design-Builder unless the 
Design-Builder recognized such non-compliance prior to execution of this Agreement and failed to notify the Owner. 
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$ A.1.3 CAPITALIZATION 
$ A.1.3.1 Terms capitalized in these Terms and Conditions include those which are (1) specifically defined, (2) the 
titles of numbered articles and identified references to sections in the document, or (3) the titles of other documents 
published by the American Institute of Architects. 

A.1.4 INTERPRETATION 
$ A.1.4.1 In the interest of brevity, the Design-Build Documents frequently omit modifying words such as “all” and 
“any” and articles such as “the” and “an,” but the fact that a modifier or an article is absent from one statement and 
appears in another is not intended to affect the interpretation of either statement. 

9 A.1.4.2 Unless otherwise stated in the Desiga-Build Documents, words which have well-known technical or 
construction industry meanings are used in the Design-Build Documents in accordance with such recognized 
meanings. 

0 A.1.5 EXECUTION OF THE DESIGN-BUILD DOCUMENTS 
5 A.1.5.1 The Design-Build Documents shall be signed by the Owner and Design-Builder. 

0 A.1.5.2 Execution of the Design-Build Contract by the Design-Builder is a representation that the Design-Builder has 
visited the site, become generally familiar with local conditions under which the Work is to be performed and 
correlated personal observations with requirements of the Design-Build Documents. 

A.1.6 OWNERSHIP AND USE OF DOCUMENTS AND ELECTRONIC DATA 
$ A.1.6.1 Drawings, specifications, and other documents including those in electronic form, prepared by the Architect 
and furnished by the Design-Builder are Instruments of Service. The Design-Builder, Design-Builder’s Architect and 
other providers of professional services individually shaU retain all common law, statutory and other reserved rights, 
including copyright in those Instruments of Services furnished by them. Drawings, specifications, and other documents 
and materials and electronic data are furnished for use solely witb respect to this Project. 

0 A.1.6,2 Upon execution of the Design-Build Contract, the Design-Builder grants to the Owner a non-exclusive 
license to reproduce and use the Instruments of Service solely in connection with the Project, including the Project’s 
further development by the Owner and others retained by the Owner for such purposes, provided that the Owner shall 
comply with all obligations, including prompt payment of sums when due, under the Design-Build Documents. 
Subject to the Owner’s compliance with such obligations, such license shall extend to those parties retained by the 
Owner for such purposes, including other design professionals. The Design-Builder shall obtain similar non-exclusive 
licenses from its design professionals, including the Architect. The Owner shall not otherwise assign or transfer any 
license herein to another party without prior written agreement of the Design-Builder. Any unauthorized reproduction 
or use of the Instruments of Service by the Owner or others shall be at the Owner’s sole risk and expense without 
liability to the Design-Builder and its design professionals. Except as provided in Section A.1.6.4, termination of this 
Agreement prior to completion of the Design-Builder’s services to be performed under this Agreement shall terminate 
this license. 

$ A.1.6,3 Prior to any electronic exchange by the parties of the Instruments of Service or any other documents or 
materials to be provided by one party to the other, the Owner and the Design-Builder shall agree in writing on the 
specific conditions governing the format thereof, including any special limitations or licenses not otherwise provided 
in the Design-Build Documents. 

$ A.1.6.4 If this Agreement is terminated for any reason other than the default of the Owner, each of the Design- 
Builder’s design professionals, including the Architect, shall be contractuaUy required to convey to the Owner a non- 
exclusive license to use that design professional’s Tnstruments of Service for the completion, use and maintenance of 
the Project, conditioned upon the Owner’s written notice to that design professional of the Owner’s assumption of the 
Design-Builder’s contractual duties and obligations to that design professional and payment to that design professional 
of a l l  amounts due to that design professional and its consultants. If the Owner does not assume the remaining duties 
and obligations of the Design-Builder to that design professional under this Agreement, then the Owner shall 
indemnify and hold harmless that design professional from aU claims and any expense, including legal fees, which that 
design professional shall thereafter incur by reason of the Owner’s use of such Instruments of Service. The Design- 
Builder shall incorporate the requirements of this Section A.1.6.4 in all agreements with its design professionals. 
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5 A.1.6.5 Submission or distribution of the Design-Builder’s documents to meet official regulatory requirements or for 
similar purposes in connection with the Project is not to be construed as publication in derogation of the rights 
reserved in Section A.16.1. 

ARTICLE A.2 OWNER 
0 A.2.1 GENERAL 
$ A.2.1.1 The Owner is the person or entity identified as such in the Agreement and is referred to t%oughout the 
Design-Build Documents as if singular in number. The term “Owner” means the Owner or th$lwner’s authorized 
representative. The Owner shall designate in writing a representative who shall have ex$ress authority to bind the 
Owner with respect to all Project matters requiring the Owner’s approval or aqjtho~6$on. The Owner shall render 
decisions in a timely manner and in accordance with the Design-Builder’s schedyle submitted to the Owner. 

Q A.2,1.2 The Owner shall furnish to the Design-Builder within r receipt of a written request information 
necessary and relevant for the Design-Builder to evaluate, give enforce mechanic’s lien rights. Such 
information shall include a correct statement of the record legal title to the property on which the Project is located, 
usually referred to as the site, and the Owner’s interest therein. 

0 A.2.2 INFORMATION AND SERVICES REQUIRED OF THE OWNER 
0 A.2.2.1 Information or services required of the Owner by the Design-Build Documents shall be furnished by the 
Owner with reasonable promptness. Any other information or services relevant to the Design-Builder’s performance of 
the Work under the Owner’s control shall be furnished by the Owner after receipt from the Design-Builder of a written 
request for such information or services. 

0 A.2.2.2 The Owner shall be responsible to provide surveys, if not required by the Design-Build Documents to be 
provided by the Design-Builder, describing physical chpacteristics, Iegal limitations, and utility locations for the site 
of this Project, and a written Iegal description of the site. The surveys and legal information shall include, ifs 
applicable, grades and lines of stteets, alleys, pavemkrh, and adjoining property and structures; adjacent drainage; 
rights-of-way, restrictions, easements, encroachments, zoning, deed restriction, boundaries, and contours of the site; 
locations, dimensions, and necessarydata pertaining to existing buildings, other improvements and trees; and 
information concerning available utility services and lines, both public and private, ab 
inverts and depths. AU the information on the survey shall be referenced to a Project 

5 A.2.2.3 The Owner shall provide, to the extent available to the Owner and if not required by the Design-Build 
Documents to be provided by the Design-Builder, the results and reports of prior tests, inspections or investigations 
conducted for the Project involving structclral or mechanical systems, chemical, air and water pollution, hazardous 
materials or environmental and subsurface conditions and information regarding the presence of pollutants at the 
Project site. 

2nd below grade, including 

5 A,2.2.4 The Owner may obtain independent review of the Design-Builder’s dasign, construction and other documents 
by a separate architect, engineer, and contractor or cost estimator under contract to or employed by the Owner. Such 
independent review shall be undertaken at the Owner’s expense in a timely manner and shall not delay the orderly 
progress of the Work. 

Q A,2.2.5 The Owner shall cooperate with the Design-Builder in securing building and other permits, licenses and 
inspections. The Owner shall not be required to pay the fees for such permits, licenses and inspections unless the cost 
of such fees i s  excluded from the responsibility of the Design-Builder under the Design-Build Documents. 

0 A.2,2.6 The services, information, surveys and reports required to be provided by the Owner under Section A.2.2, 
shall be furnished at the Owner’s expense, and the Design-Builder shall be entitled to rely upon the accuracy ,and 
completeness thereof, except as otherwise spekifically provided in the Design-Build Documents or to the extent the 
Owner advises the Design-Builder to the contrary in writing. 

5 A.2.2.7 If the Owner observes or otherwise becomes aware of a fault or defect in the @ark or non-confonnity with 
the Design-Build Documents, the Owner shaU give prompt written notice thereof to the Design-Builder. 

0 A.2.2.8 The Owner shall, at the request of the Design-Builder, prior to execution of the Design-Build Contract and 
promptIy upon request thereafter, furnish to the Design-Builder reasonable evidence that financial arrangements have 
been made to fulfill the Owner’s obligations under the DesignBuild Documents. 
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0 A.2.2.9 The Owner shall communicate through the Design-Builder with persons or entities employed or retained by 
the Design-Builder, unless otherwise directed by the Design-Builder. 

$ A.2.2.10 The Owner shall furnish the services of geotechnical engineers or other consultants, if not required by the 
Design-Build Documents to be provided by the Design-Builder, for subsoil, air and water conditions when such 
services are deemed reasonably necessary by the Design-Builder to properly carry out the design services provided by 
the Design-Builder and the Design-Builder's Architect. Such services may include, but are not liiiited to, test borings, 
test pits, determinations of soil beaning values, percolation tests, evaluations of hazardous $a{e,&ls, ground corrosion 
and resistivity tests, and necessary operations for anticipating subsoil conditions. The services of geotechnical 
engineer@) or other consultants shalt include preparation and submission of allg apjTopriate reports and professional 
recommendations. 

.- . 
. .. . 

,~ .L !, :? i'l' . ,.. 
-\,,-'. : I .  

A.2,2.11 The Owner shall promptly obtain easements, zoning i&i;iances, and legal authorizations regarding site 
utilization where essential to the execution of the Owner's ' 

.'i " . 

0 A.2.3 OWNER REVIEW AND INSPECTION 
8 A.2.3.1 The Owner shall review and approve or take other appropriate action upon the Design-Builder's submittals, 
including but not limited to design and construction documents, required by the Design-Build Documents, but only for 
the limited purpose of checking for conformance with information given and the design concept expressed in the 
Design-Build Documents. The Owner's action shall be taken with such reasonable promptness as to cause no delay in 
the Work or in the activities of the Design-Builder or separate contractors. Review of such submittals is not conducted 
for the purpose of determining the accuracy and completeness of other details, such as dimensions and quantities, or 
for substantiating instructions for instalIation or performance of equipment or systems, all of which remain the 
responsibility of the Design-Builder as required by the Design-Build Documents. 

5 A.2.3.2 Upon review of the design documents, construction documents, or other submittals required by the Desigh- 
Build Ilocuments, the Owner shall take one of the following actions: 

.I 

.2 

.3 

.4 

.5 

Determine that the documents or submittals are in conformance with the Design-Build Documents and 
approve them. " 

Determine that the doc;lmknts or submittals are in conformance with the Design-Build Documents but 
request changes in the documents or submittals which shall be implemenied by a Change in the Work. 
Determine that the documents or submittals are not in conformity with the Design-Build Documents 
and reject them. 
Determine that the documents or submittals are not in conformity with the Design-Build Documents, 
but accept them by implementing a Change in the Work. 
Determine that the documents or submittals are not in conformity with the Design-Build Documents, 
but accept them and request changes in the documents or submittals which shall be implemented by a 
Change in the Work. 

$i A,2.3.3 The Design-Builder shall submit to the Owner for the Owner's approval, pursuant to Section A.2.3. I, any 
proposed change or deviation to previorlsly approved documents or submittals. The Owner shall reviesv each proposed 
change or deviatian to previously approved documents or submittals which the Design-Builder submits to the Owner 
for the Owner's approval with reasonable promptness in accordance with Section A.2.3.1 and shaIl make one of the 
determinations described in Section A.2.3.2. 

$ 4.2.3,4 Notwithstanding the Owner's responsibility under Section A.2.3.2, the Owner's review and approval of the 
Design-Builder's documents or submittals shall not relieve th;e Design-Builder of responsibility for compliance with 
the Design-Build Documents unless a) the Design-Builder has notified the Owner in writing of the deviation prior to 
approval by the Owner or, b) the Owner has approved a Change in the Work reflecting any deviations from the 
requirements of the Design-Build Documents; 

9 A,2.3.5 The Owner may visit the site to keep informed about the progress and quality of the portion of the Work 
completed. However, the Owner shall not be required to make exhaustive or continuous on-site inspections to check 
the quality or quantity of the Work. Visits by the Owner shall not be construed to create an obligation on the part of 
the Owner to make on-site inspections to check the quantity or quaIity of the Work. The Owner shall neither have 
cnntro1 over or charge of, nor be responsible for, the construction means, methods, techniques, sequences or 
procedures, or for the safety precautions and programs in connection with the Work, since these are solely the Design- 
Builder's rights and responsibilities under the Design-Build Documents, except as provided in Section A.3.3.7. 
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J A,2.3.6 The Owner shall not be responsible for the Design-Builder’s failure to perform the Work in accordance with 
the reqdirements of the Design-Build Documents. The Owner shall not have control over or charge of and wiU not be 
responsible for acts or omissions of the Design-Builder, Architect, Contractors, or their agents or employees, or any 
other persons or entities performing portions of the Work for the Design-Builder. 

J A,2.3.7 The Owner may reject Work that does not conform to the Design-Build Documents. Whenever the Owner 
considers it necessary or advisable, the Owner shall have authority to require inspection or testing of the Work in 
accordance with Section A.13.5.2, whether or not such Work is fabricated, installed or completed. However, neither 
this authority of the Owner nor a decision made hi good faith either to exercise or not to exercise such authority shall 
give rise to a duty or responsibility of the Owner to the Design-Builder, the Architect, Contractors, material and 
equipment suppliers, their agents or employees, or other persons or entities performing portions of the Work. 

(i A.2.3.8 The Owner may appoint an on-site project representative to observe the Work and to have such other 
responsibilities as the Owner and the Design-Builder agree to in writing. 

0 A.2.3.9 The Owner shall conduct inspections to determine the date or dates of Substantial Completion and the date of 
final completion. 

J A.2.4 OWNER’S RIGHT TO STOP WORK 
J A.2.4.4 If the Design-Builder fails to correct Work which is not in accordance with the requirements of the Design- 
Build Documents as required by Section A. 12.2 or persistently fails to carry out Work in accordance with the Design- 
Build Documents, the Owner may issue a written order to the Design-Builder to stop the Work, or any portion thereof, 
until the cause for such order has been eliminated; however, the right of the Owner to stop the Work shall not give rise 
to a duty on the part of the Owner to exercise this right for the benefit of the Design-Builder or any other person or 
entity, except to the extent required by Section A.6.1.3. 

J A,2.5 OWNER’S RIGHT TO CARRY OUT THE WORK 
5 A.2.5.1 If the Design-Builder defaults or neglects to carry out the Work in accordance with the Design-Build 
Documents and fails within a seven-day period after receipt of written notice from the Owner to commence and 
continue conrection of such default or neglect with diligence and promptness, the Owner may after such seven-day 
period give the Design-Builder a second written notice to correct such deficiencies within a three-day period. If the 
Design-Builder within such three-day period after receipt of such second notice fails to commence and continue to 
correct any deficiencies, the Owner may, without prejudice to other remedies the Owner may have, correct such 
deficiencies. In such case, an appropriate Change Order shall be issued deducting from payments then or thereafter due 
the Design-Builder the reasonable cost of correcting such deficiencies. If payments due the Design-Builder are not 
sufficient to cover such amounts, the Design-Builder shall pay the difference to the Owner. 

ARTICLE A.3 DESIGNWILDER 
J A.3.1 GENERAL 
0 A.3.1.1 The Design-Builder is the person or entity identified as such in the Agreement and is referred to throughout 
the Design-Build Documents as if singulat in number. The Design-Builder may be an architect or other design 
professional, a construction contractor, a real estate developer or any other person or entity legally permitted to do 
business as a design-builder in the location where the Project is located. The term “Design-Builder” means the Design- 
Builder or the Design-Builder’s authorized representative. The Design-Builder’s representative is authorized to act on 
the Design-Builder’s behalf with respect to the Project. 

J A.3.4.2 The Design-Builder shall perform the Work in accordance with the Design-Build Documents. 

(i A.3.2 DESIGN SERVICES AND RESPONSIBILITIES 
(i A,3.2,1 When applicable law requires that services be performed by licensed professionals, the Design-Builder shall 
provide those services through the performance of qualified persons or entities duly licensed to practice their 
professions. The Owner understands and agrees that the services performed by the Design-Builder’s Architect and the 
Design-Builder’s other design professionals and consultants are undertaken and performed in the sole interest of and 
for the excIusive benefit of the Design-Builder. 

0 A.3.2.2 The agreements between the Design-Builder and Architect or other design professionals identified in the 
Agreement, and in any subsequent Modifications, shall be in writing. These agreements, including services and 
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financial arrangements with respect to this Project, shall be promptly and fully disclosed to the Owner upon the 
Owner's written request. 

0 A.3.2.3 The Design-Builder shall be responsible to the Owner for acts and omissions of the Design-Builder's 
employees, Architect, Contractors, Subcontractors and their agents and employees, and other persons or entities, 

including the Architect and other design professionals, performing any portion of the Design-Builder's obligations 
under the Design-Build Documents. 

0 A.3.2.4 The Design-Builder shall carefully study and compare the Design-Build Documents, materials and other 
information provided by the Owner pursuant to Section A.2.2, shall take field ineasurements of any existing conditions 
related to the Work, shall observe any conditions at the site affecting the Work, and report promptly to the Owner any 
errors, inconsistencies or omissions discovered. 

A.3.2.5 The Design-Builder shall provide to the Owner for Owner's written approval design documents sufficient to 
establish the size, quality and character of the Project; its architectural, structurd, mechanical and electrical systems; 
and the materials and such other elements of the Project to the extent required by the Design-Build Documents. 
Deviations, if any, from the Design-Build Documents shall be disclosed in writing. 

$ A,3.2.6 Upon the Owner's written approval of the design documents submitted by the Design-Builder, the Design- 
Builder shall provide construction documents for review and written approval by the Owner. The construction 
documents shall set forth in detail the requirements for construction of the Project. The construction documents shall 
include drawings and specifications that establish the quality levels of materials and systems required. Deviations, if 
any, from the Design-Build Documents shall be disclosed in writing. Construction documents may include drawings, 
specifications, and other documents and electronic data setting forth in detail the requirements for construction of the 
Work, and shall: 

.I 

.2 
,3 

be consistent with the approved design documents; 
provide information for the use of those in the building trades; and 
include documents customarily required for regulatory agency approvals. 

$ A.3.2.7 The Design-Builder shall meet with the Owner periodically to review progress of the design and construction 
documents. 

0 A.3.2.8 Upon the Owner's written approval of construction documents, the Design-Builder, with the assistance of the 
Owner, shall prepare and file documents required to obtain necessary approvals of governmental authorities having 
jurisdiction over the Project. 

0 A.3.2.9 The Design-Builder shaI1 obtain from each of the Design-Builder's professionals and furnish to the Owner 
certifications with respect to the documents and services provided by such professionals (a) that, to the best of their 
knowledge, information and belief, the documents or services to which such certifications relate (i) are consistent with 
the Project Criteria set forth in the Design-Build Documents, except to the extent specifically identified in such 
certificate, (ii) comply with applicable professional practice standards, and (iG> comply with applicable laws, 
ordinances, codes, rules and regulations gaverning the design of the Project; and (b) that the Owner and its consultants 
shall be entitkd to rely upon the accuracy of the representations and statements contained in such certifications. 

$ A.3.2.10 If the Owner requests the Design-Builder, the Architect or the Design-Builder's other design professionals to 
execute certificates other than those required by Section A.3.2.9, the proposed language of such certificates shaU be 
submitted to the Design-Builder, or the Architect and such design professionals through the Design-Builder, for review 
and negotiation at least 14 days prior to the requested dates ofexecution. Neither the Design-Builder, the Architect nor 
such other design professionals shall be xequired to execute certificates that would require knowledge, services or 
responsibilities beyond the scope of their respective agreements with the Owner or Design-Builder, 

$ A.3.3 CONSTRUCTION 
0 A.3.3,I The Design-Builder shall perform no construction Work prior to the Owner's review and approval of the 
construction documents. The Design-Builder shall perform no portion of the Work for which the Design-Build 
Documents require the Owner's review of submittals, such as Shop Drawings, Product Data and Samples, until the 
Owner has approved each submittal. 

~ 
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0 A.3.3,2 The construction Work shall be in accordance with approved submittals, except that the Design-Builder shall 
not be relieved of responsibility for deviations from requirements of the Design-Build Documents by the Owner's 
approval of design and construction documents or other submittals such as Shop Drawings, Product Data, Samples or 
other submittals unless the Design-Builder has specifically informed the Owner in writing of such deviation at the time 
of submittal and (1) the Owner has given written approval to the specific deviation as a minor change in the Work, or 
(2) a Change Order or Construction Change Directive has been issued authorizing the deviation. The Design-Builder 
shall not be relieved of responsibility for errors or omissions in design and construction doeumen% or other submittals 
such as Shop Drawings, Product Data, Samples or other submittals by the Owner's approval thereof. 

$ A.3.3.3 The Design-Builder shall direct specific attention, in writing or on r9ub-@@d design and construction 
documents or other submittals such as Shop Drawings, Product Data, Sample$ofr;Shi.Iar submittals, to revisions other 
than those requested by the Owner on previous submittals. In the absep$p ? i  of such written notice, the Owner's approval 
of a resubmission shall not apply to such revisions. 

$ A.3.3.4 When the Design-Build Documents require that a 
certifications related to systems, materials or equipment, or when the Design-Builder in its discretion provides such 
design services or certifications through a Contractor, the Design-Builder shall cause professional design services or 
certifications to be provided by a properly licensed design professional, whose signature and seal shall appear on all 
drawings, calculations, specifications, certifications, Shop Drawings and other submittals prepared by such 
professional. Shop Drawings and other submittals related to the Work designed or certified by such professionals, if 
prepared by others, shall bear such design professional's written approval, The Owner shall be entitled to rely upon the 
adequacy, accuracy and completeness of the services, certifications qr apprpvals performed by such design 

%.I 

1 -  - 
&xor provide professional design services or 

professionals. 2 -  

Q A.3,3.5 The Design-Builder shall be solely respons 
techniques, sequences and procedures and fo 
Documents. 

0 A.3.3.6 The Design-Builder shall keep ._ the 

0 A.3.3.7 The Design-Builder shall be responsible for the supervision and direction of 9 W 
Builder's best slcill and attention. If the Design-Build Documents give specific jnstiyctions concerning construction 
means, methods, techniques, sequences or procedures, the Design-Builder shalI evaluate the jobsite safety thereof and, 
except as stated below, shall be fully and solely responsible for the jobsite safety of such means, methods, techniques, 
sequences or procedures. If the Design-Builder determines that such means, methods, techniques, sequences or 
procedures may not be safe, the DesignBuilder shall give timely written notice to the Owner and shall not proceed 
with that portion of the Work without further written instructions from the Owner. If the Design-Builder is then 
instructed to praceed with the required means, methods, techniques, sequences or procedures without acceptance of 
changes proposed by the Design-Builder, the Owner shall be solely responsible for any resulting loss or damage. 

8 A'3.3.8 The D~sign-Builder shall be responsible for inspection of portions of Woxk already performed to determine 
that such portions are in proper condition to receive subsequent Work. 

8 A.3.4 LABOR AND MATERIALS 
0 A.3.4.1 Unless otherwise provided in the Design-Build Documents, the Design-Builder shall provide or cause to be 
provided and shall pay for design services, labor, material quipment, tools, construction equipment and machinery, 
water, heat, utilities, transportation and other facilities an vices necessary for proper execution and completion of 
the Work, whether temporary or permanent and_whe<her& not incorporated or to be incorporated in the Work. 

Q A.3.4.2 When a material is specifxed 
only with the consent of th 

$ A.3.4.3 The Design-B$ld 
other persons canying.out the Design-Build Contract. The Design-Builder shall not permit employment of unfit 
persons or persons not skiUed in tasks assigned to them. 

Snd have control over all construction means, methods, 
all portions of the Work under the Design-Build - 

I 1  

nformed of the progress and quality of the Vctrk. 

the$ n-Build Documents, the Design-Builder may m,ake substitutions 
4&appropriate, in accordance with a Change Order. 

nforce strict discipline and good order among the Design-Builder's employees and 
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1 A.3.5 WARRANTY 
$ A.3.5.1 The Design-Builder warrants to the Owner that materials and equipment furnished under the Design-Build 
Documents will be of good quality and new unIess otherwise required or permitted by the Design-Build Documents, 
that the Work will be free from defects not inherent in the quality required or permitted by law or otherwise, and that 
the Work will conform to the requirements of the Design-Build Documents. Work not conforming to these 
requirements, including substitutions not properly approved and authorized, may be considered defe,ctive. The Design- 
Builder's warranty excludes remedy for damage or defect caused by abuse, modifications not,,ex$?uted by the Design- 
Builder, improper or insuffkient maintenance, improper operation, or normal wear and tgSfL-i$ci$xrnaJ usage, If 
required by the Owner, the Design-Builder shall furnish satisfactory evidence as to th&-ki;na.a'nd quality of materials 
and equipment. 

, ..i r .. F . .. ..--. t. - > + - ,  i 
..2 .:-.- -: - .;e 'r a , . )  

r ,- . .,.. :- >,L f A.3.6 TAXES ;A. 'L r----.- 

$ A.3.6.1 The Design-Builder shall pay all sales, consumer, use an4 simil&-taxes for the Work provided by the Design- 
Builder which had been legally enacted on the date of the A&imint, whether or not yet effective or merely scheduled 
to go into effect. i 

8 A,3.7 PERMITS, FEES AND NOTICES 
5 A,3.7.1 The Design-Builder shall secure and pay for building and other permits and governmental fees, licenses and 
inspections necessary,for the proper execution and completion of the Work which are customarily secured after 
execution of the Design-Build Contract and which were legally required on the date the Owner accepted the Design- 
Builder's proposal. 

I .  ', 

2 The Design-Builder shall comply with and give noticq,re$u laws, ordinances, rules, regulations and 
lawful orders of public au es relating to the Proje 

. .  
Work is in accordance with applicably la&;'. k 

>;. '. i "  ordinances, codes, rules and regulations. 

$ A.3.7.4 E the Design-Builder perf?%$JYork contrary to applicable laws, ordinances, codes, ,ml@ Gtl regulations, 
the Design-Builder shalI assume responsibility for such Work and shall be 

0 A.3.8 ALL.OWANCES 
0 A.3.8.1 The Design-Builder shall include in the Contract Sum all allowanc,. 
rtems cavered by diowances shall be supplied for such amounts and by such persons or entities as the Owner may 
direct, but the Design-Builder shall not be required to employ persons or entities to which the Design-Builder has 
reasonable objection. 

." ~ j. - ! - _. . --.? ' 
. ~ +--A '- ' . 5 .  , -  . .. .. . ._ . '_ 3 

i , :. _ .  I 

$@ $ correction. 

in the Design-Build Documents. 

$ A.3.8.2 Unless otherwise provided in the Design-Build Documents: 
allowances shall cover the cost to the Design-Builder of materials and equipment delivered at the site 
and all required taxes, less applicabIe trade discounts; 
Design-Builder's costs for unloading and handling at the site, labor, installation costs, overliead, profit 
and other expenses contemplated for stated allowance amounts shall be included in the Contract Sum 
but not in the allowances; and 
whenever costs are more than or less than allowances, the Contract Sum shall be adjusted accordingly 
by Change Order. The amount of the Change Order shall reflect (1) the difference between actual costs 
and the allowances under Section A.3.8.2.1 anj (2) changes in Design-Builder's costs under Section 
~3.8 .2 .2 .  ;a 7 ? 

.I 

.2 

.3 

- I  . d  

* :  

$ A.3.8.3 Materials and equipment under an Gowance shall be selected by the Owner in sufficient tirnefo $aid 'delay 
in the Work. 8 1  

3- - 
.. I- <, ~.'b.%. __ . .  . . .  . -  
_. 

.; -7 j> i $ A,3.9 DESIGN-BUILDER'S S-CHEDl&E ;. ( L  r 

1 A,3.9,1 The Design-Builderi~ro~ptly after execution of the Design-Build Contqct,,-&all'P~epare and submit for the 
Owner's Mormation the Ddign-Builder's schedule for the Work. The sched.de,shall not exceed time limits and shall 
be in such detail as re4uired under the Design-Build Documents, shdl be rc+ised at appropriate intervals as required 
by the conditions of the Work and Project, shall be related to the entire Project to the extent required by the Design- 

-I_ -- --- 
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Build Documents, shall provide for expeditious and practicable execution of the Work and shall include allowances for 
periods of time required for the Owner's review and for approval of submissions by authorities having jurisdiction 
over the Project. 

Q A.3.9.2 The Design-Builder shall prepare and keep current a schedule of submittds required by the Design-Build 
Documents. 

$ A.3.9.3 The Design-Builder shall perform the Work in general accordance with the most recent schedules submitted 
to the Owner. 

$ A.3.10 DOCUMENTS AND SAMPLES AT THE SITE 
Q A.3.10.1 The Design-Builder shall maintain at the site for the Owner o ~ e  record copy of the drawings, specifications, 
addenda, Change Orders and other Modifications, in good order and marked currently to record field changes and 
selections made during construction, and one record copy of approved Shop Drawings, Product Data, Samples and 
similar required submittals. These shall be delivered to the Owner upon completion of the Work. 

$ A.3.11 SHOP DRAWINGS, PRODUCT DATA AND SAMPLES 
§ A.3.11.1 Shop Drawings are drawings, diagrams, schedules and other data specially prepared for the Work by the 
Design-Builder or a Contractor, Subcontractor, manufacturer, supplier or distributor to illustrate some portion of the 
Work 

Q A.3.11.2 Product Data are illustrations, standard schedules, performance charts, instructions, brochures, diagrams and 
other information furnished by the Design-Builder to illustrate materials or equipment for some portion of the Work. 

Q A.3.11,3 Samples are physicaI examples that illustrate materials, equipment or workmanship and establish standards 
by which the Work will be judged. 

§ A.3.11.4 Shop Drawings, Product Data, Samples and similar submittals are not Design-Build Documents. The 
purpose of their submittal is to demonstrate for those portions of the Work for which submittals are required by the 
Design-Buiid Documents the way by which the Design-Builder proposes to conform to the Design-Build Documents. 

6 A.3.11.5 The Design-Builder shall review for compliance with the Design-Build Documents and approve and submit 
to the Owner only those Shop Drawings, Product Data, Samples and similar submittals required by the Design-Build 
Documents with reasonable promptness and in such sequence as to cause no delay in the Work or in the activities of 
the Owner or of separate contractors. 

A.3.11.6 By approving and submitting Shop Drawings, Product Data, Samples and similar submittals, the Resign- 
Builder represents that the Design-Builder has deterrhined and verified materiak, field measurements and field 
constructian criteria related thereto, or will do so, and has checked and coordinated the information contained within 
such submittals with the requirements of the Work and of the Design-Build Documents. 

$ A.3.12 USE OF SITE 
§ A.3.12.1 The Design-Builder shall confine operations at the site to areas permitted by law, ordinances, permits and 
the Design-Build Documents, and shall not unreasonably encumber the site with materials or equipment. 

4 A.3.13 CUTTING AND PATCHING 
$ A.3.13,I The Design-Builder shall be responsible for cutting, fitting or patching required to complete the Work or to 
make its parts fit together properly. 

5 A.3.13.2 The Design-Builder shall not damage or endanger a portion of the Work or fully or partially completed 
construction of the Owner or separate contractors by cutting, patching or otherwise altering such construction or by 
excavation. The Design-Builder shall not cut or otherwise alter such construction by the Owner or a separate 
contractor except with written consent of the Owner and of such separate contractor; such consent shall not be 
unreasonably withheld. The Design-Builder shall not unreasonably withhold from the Owner or a separate contractor 
the Design-Builder's consent to cutting or otherwise altering the Work. 
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5 A.3.14 CLEANING UP 
5 A.3.14.1 The Design-Builder shall keep the premises and surrounding area free from accumulation of waste materials 
or rubbish caused by operations under the Design-Build Contract. At completion of the Work, the Design-Builder shall 
remove from and about the Project waste materials, rubbish, the Design-Builder's tooh, construction equipment, 
machinery and surplus materials. 

0 A.3.14.2 If the Design-Builder fails to clean up as provided in the Resign-Build Documents, the Owner may do so 
and the cost thereof shall be charged to the Design-Builder. 

$ A.3.15ACCESS TO WORK 
$ A.3.15.1 The Design-Builder shall provide the Owner access to the Work in preparation and progress wherever 
located. 

§ A.3.16 ROYALTIES, PATENTS AND COPYRIGHTS 
A,3.16.1 The Design-Builder shall pay alI royalties and license fees. The Design-Builder shall defend suits or claims 

for infringement of copyrights and patent rights and shall hoId the Owner harmless from loss on account thereof, but 
shall not be responsible for such defense or loss when a particular design, process or product of a particular 
manufacturer or manufacturers is required or where the copyright violations are contained in drawings, specifications 
or other documents prepared by or furnished to the Design-Builder by the Owner. However, if the Design-Builder has 
reason to believe that the required design, process or product is an infringement of a copyright or a patent, the Design- 
Builder shall be responsible for such loss unless such information is promptly furnished to the Owner. 

5 A,3.17 INDEMNlFlCATION 
§ A,3.17.1 To the fullest extent permitted by law, the Design-Builder shall indemnify and hold harmless the Owner, 
Owner's consultants, and agents and employees of any of them from and against claims, damages, losses and 
expenses, including but not limited to attorneys' fees, arising out of or resulting from performance of the Work, 
provided that such claim, damage, loss or expense is attributable to bodily injury, sickness, disease or death or to 
injury to or destruction of tangible property other than the Work itself, but only to the extent caused by the negligent 
acts or omissions of the Design-Builder, Architect, a Contractor, a Subcontractor, anyone directly or indirectly 
employed by them or anyone for whose acts they may be liable, regardless of whether or not such claim, damage, loss 
or expense is caused in part by a party indemnified hereunder. Such obligation shall not be construed to negate, 
abridge or reduce other rights or obligations of indemnity that would otherwise exist as to a party or person described 
in this Section 8.3.17. 

0 A.3.17.2 In claims against any person or entity indemnified under this Section A.3.17 by an employee of the Design- 
Builder, the Architect, a Contractor, a Subcontractor, anyone directly or indirectly employed by them or anyone for 
whose acts they may be liable, the indemnification obligation under Section A.3.17.1 shal1 not be limited by a 
limitation on amount or type of damages, compensation or benefits payable by or for the Design-Builder, the Architect 
or a Contractor or a Subcontractor under workers' compensation acts, disability benefit acts or other employee benefit 
acts. 

ARTICLE A,4 DISPUTE RESOLUTION 
5 A.4.1 CLAIMS AND DISPUTES 

interpretation of Design-Build Contract terms, payment of money, extension of time or other relief with respect to the 
terms of the Design-Build Contract. The term "Claim" also includes other disputes and matters in question between 
the Owner and Design-Builder arising out of or relating to the Design-Build Contract. Claims must be initiated by 
written notice. The responsibility to substantiate Claims shall rest with the party making the Claim. 

0 A.4.1.2 Time Limits on Claims. Claims by either party must be initiated within 21 days after occurrence of the event 
giving rise to such Claim or within 21 days after the claimant first recognizes the condition giving rise to the Claim, 
whichever is later. Claims must be initiated by written notice to the other party. 

3 A,4.1.3 Continuing PerEormance. Pending final resolution of a CIaim, except as otherwise agreed in writing or as 
provided in Section A.9.7.1 and Aaicle A.14, the Design-Builder shall proceed diligently with performance of the 
Resign-Build Contract and the Owner shaU continue to make payments in accordance with the Design-Build 
Documents. 

A.4.1.1 Definition. A Claim is a demand or assertion by one of the parties seeking, as a matter of right, adjustment or 

-.-_.. --.-_I ----- 
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$ A.4.1.4 Claims for Concealed or UnIcnown Conditions. If conditions are encountered at the site which are (1) 
subsurface or otherwise concealed physical conditions which differ materially from those indicated in the Design- 
Build Documents or (2) udnown physical conditions of an unusual nature which differ materially from those 
ordinarily found to exist and generally recognized as inherent in construction activities of the character provided for in 
the Design-Build Documents, then the observing party shall give notice to the other party promptly before conditions 
are disturbed and in no event later than 21 days after first observance of the conditions. The Owner shall promptly 
investigate such conditions and, if they differ materially and cause an increase or decrease in tpeD&ign-Builder's cost 
of, or time required for, performance of any part of the Work, shall negotiate with the Dqi&@3.yilder an equitable 
adjustment in the Contract Sum or Contract Time, or both. If the Owner determines:h$ the cbnditions at the site are 
not materially different from those indicated in the Design-Build Documents a_ndlthat_nocchange in the terms of the 
Design-Build Contract is justified, the Owner shall so notify the Design-Buildi.r_~n'-~ting, stating the reasons. Claims 
by the Design-Builder in opposition to such determination must be rn$dg@ihin 21 days after the Owner has given 
notice of the decision. If the conditions encountered are materiayy different, the Contract Sum and Contract Time 
shall be equitably adjusted, but if the Owner and Design-Buigefian3ot agree on an adjustment in the Contract Sum or 
Contract Time, the adjustment shall proceed pursuant to Section A.4.2. 

$ k4.1.5 Claims for Additional Cost. If the Design-Builder wishes to make Claim for an increase in the Contradt 
Sum, writtennotice as provided herein shall be given before proceeding to execute the Work. Prior notice is not 
required for Claims relating to an emergency endangering life or property arising under Section A.10.6. 

0 A.4.1.6 If the Design-Builder believes additional cost is involved for reas-ons including but not limited to (1) an order 
by the Owner to stop the Work where the Design-Builder was not atfwb, 13) a written order for the Work issued by 
the Owner, (3) failure of payment by the Owner, (4) termination of,tbzPesign-Build Contract by the Owner, (5 )  
Owner's suspension or (6) other reasonable grounds, a1l'be"filed in accordance with this Section A.4.1. 

$ A.4.4.7 CIaims for Additionai Time 
$ A.4.1.7.1 If the Design-Builder wishes to " $m for an increase in the Contract Time, written notice &p 
here+. shall be given. The Design-Builder'.. 
of the Work. In the case of a con ,&lay, only one Claim is necessary. . .-...s, . 

$ A,4.1.7.2 E adverse weather conditions are the basis for a Claim for additional t h y ,  &e Giairn shaU be documented 
by data substantiating that weather conditions were abnormal for the period of , time,;could .,? ' not have been reasonably 

J A.4.4.8 InJury or Damage to Person or Property. E either party to the Design-Build Contract suffers injury or 
darnage to person or property because of an act or omission of the other party or of others for whose acts such party is 
legally responsible, written notice of such injury or damage, whether or not insured, shall be given to the other party 
within a reasonable time not exceeding 21 days after discovery. The notice shall provide sufficient detail to enable the 
other party to investigate the matter. 

shall include an estimate of the time and its effect . .  ,?ri t6e progress 
, , . I  

, 1  

I ! ; 1  .! . . ^  . I "  - 

I .  anticipated and had an adverse effect on the scheduled construction. - .  

$ A.4.1.9 Lf unit prices are stated in the Design-Build Documents or subsequently agreed upon, and if quantities 
originally contemplated are materially changed in a proposed Change Order or Construction Change Directive so that 
application of such unit prices to quantities of Work proposed will cause substantial inequity to the Owner or Design- 
Bdlder, the applicable unit prices shall be equitably adjusted. 

$ A.4.1.10 Claims for Consequential Damages. Design-B.$der and Owner waive Claims against each other for 
consequential damages arising out of or reIating to th_,:D&$gnLBuild Contract. This mutual waiver includes: .- 

damages incurred by the Ownerxor-renfd expenses, for losses of use, income, profit, financbgj: a 

business and reputation, and fof,loss bf management or employee productivity or of the:gek&3 6f such 

damages incurred by thi Dhign-Builder for principal office expenses including th$compensation of 
personnel station&-there, for losses of financing, business and reputation$ .. and I , fo?loss of profit except 

This mutual waiver is applicable, without limitation, to all consequential dam@es 'due to either party's termination in 
accordance with Article A.14. Nothing contained in this Section A.4.1.10 shall be deemed to preclude an award of 
liquidated direct damages, when applicable, in accordance with the requirements of the Design-Build Documents. 

.'l 
. . -  . . I .  , _ .  -: -r. - , ?. i persons; and - . .. 

anticipated piofit &sing directly from the Work. 

.2 
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0 A.4.1.11 If the enactment or revision of codes, laws or regulations or official interpretations which govern the Project 
cause an increase or decrease of the Design-Builder's cost of, or time required for, performance of the Work, the 
Design-Builder shall be entitled to an equitable adjustment in Contract Sum or Contract Time. If the Owner and 
Design-Builder cannot agree upon an adjustment in the Contract Sum or Contract Time, the Design-BuiIder shall 
submit a Claim pursuant to Section A.4.1. 

i 

Q A.4.2 RESOLUTION OF CLAIMS AND DISPUTES - i  I 

0 A.4,2.1 Decision by Neutral. If the parties have identified a Neutral in Section 6.1 of the Akkement or elsewhere in 
the Design-Build Documents, then Claims, excluding those arising under Sections A.!O.3 b h g h  A.10.5, shaU be 
referred initially to the Neutral for decision. An initial decision by the Neutral shal! 6e required as a condition 
precedent to mediation of all Claims between the Owner and Design-Buildzer yighgprior to the date final payment j s  
due, unless 30 days have passed after the Claim has been referr 
by the Neutral. Unless the Neutral and all affected parties agre 
Design-Builder and persons or entities other than the Owner. ' 

[j A.4,2.2 Decision by Owner. If the parties have not identified a Neutral in Section 6.1 of the Agreement or elsewhere 
in the Design-Build Documents then, except for those claims arising under Sections A.10.3 and A.10.5, the Owner 
shall provide an initial decision. An initial decision by the Owner shall be required as a condition precedent to 
mediation of all Claim between the Owner and Design-Builder arising prior to the date final payment is due, unless 
30 days have passed after the Claim has been referred to the Owner with no decision having been rendered by the 
Owner. 

$ A.4.2.3 The inilia1 decision pursuant to Sections A.4.2.1 and 4.4.2.2 ;hall be in writing, shall state the reasons 
therefore and shall notify the parties of any change in the ContraEt Sum or Contract Time or both. The initial decision 
shall be final and binding on the parties but subject firs!, tp mediation under Section A.4.3 and thereafter to such other 
dispute resolution methods as provided in Section 6.2 of ttie Agreement or elsewhere in the Design-Build Documents. 

Q A.4.2.4 In the event of a Claim against tlie,DesigniBuikier, the Oivner may, but is not obligated to, notify th'e surety, 
if any, of the nature and amount of the Claim. if the Claim relates to a possibility of a Design-Builder's default, the 
Owner may, but i s  not obligated to, fiotify the surety and request the surety's assistanc 

Q A.4.2.5 If a Claim relates to or is the subject of a mechanic's lien, the party as:erting sbch Claim may proceed in 
accordance with applicable law to comply with the lien notice or filing deadlines prior to initial resolution of the 
Claim. 

utral with no decision having been rendered 
tral will not decide disputes between the 

_ _  

I ,  

rgs81ving the controversy. 

$ A.4.3 MEDIATION 
A.4.3.1 Any Claim arising out of or related to the Design-Build Contract, except those waived as provided for in 

Sections A.4.1.10, A,9.10.4 and A.9.10.5, shall, after initial decision of the Claim or 30 days after submission of the 
Claim for initiaI decision, be subject to mediation as a condition precedent to arbitration or the institution of legal or 
equitable or other binding dispute resolution proceedings by either party. 

[j A,4.3.2 The parties shall endeavor to resolve their Claims by mediation which, unless the parties mutually agree 
otherwise, shall be in accordance with the Construction Industry Mediation Rules of the American Arbitration 
Association currently in effect at the time of the mediation. Request for mediation shall be fied in writing with the 
other party to the Design-Build Contract and with the American Arbitration Association. The request may be made 
concurrently with the filing of a demand for arbitration or-other binding dispute resolution proceedings but, in such 
event, mediation shall proceed in advance thereof or of.Ie$d or equitable proceedings, which shall be stayed pending 
mediation for a period of 60 days from the date pf filing, unless stayed for a longer period by agreement of; the paities 
or court order. 

Q A.4.3.3 The parties shall share the mediator's fee and any filing fees equally. The mediation shall be held in the place 
where the Project is located, uqless another location is mutually agreed upon. Agreements reached in mediation shall 
be enforceable as settlemeniaheements in any court having jurisdiction thereof. 

$ A.4.4 ARBITRATION 
Q A,4.4.1 Claims, except those waived as provided for in Sections A.4.1.10, A.9.10.4 and A.9.10.5, for which initial 
decisions have not become final and binding, and which have not been resolved by mediation but which are subject to 
arbitration pursuant to Sections 6.2 and 6.3 of the Agreement or elsewhere in the Design-Build Documents, shall be 
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decided by arbitration which, unless the parties mutually agree otherwise, shall be in accordance with the Construction 
Industry Arbitration Rules of the American Arbitration Association currently in effect at the time of the arbitration. 
The demand for arbitration shall be filed in writing with the other party to the Design-Build Contract and with the 
American Arbitration Association. 

(j A.4,4,2 A demand for arbitration may be made no earlier than concurrently with the filing of a request for mediation, 
but in no event shall it be made after the date when institution of legal or equitable proceedings based on such Claim 
would be barred by the applicable statute of limitations as determined pursuant to Section A.13.6. 

(j A.4.4.3 An arbitration pursuant to this Section A.4.4 may be joined with an arbitration involving common issues of law 
or fact between the Owner or Design-Builder and any person or entity with whom the Owner or Design-Builder has a 
contractual obrigation to arbitrate disputes which does not prohibit consolidation or joinder. No other arbitration arising 
out of or relating to the Design-Build Contract shall include, by consolidation, joinder or in any other manner, an 
additional person or entity not a party to the Design-Build Contract or not a party to an agreement with the Owner or 
Design-Builder, except by written consent containing a specific reference to the Design-Build Contract signed by the 
Owner and Design-Builder and any other person or entities sought to be joined. Consent to arbitration involving an 
additional person or entity shaIl not constitute consent to arbitration of  any claim, dispute or other matter in question not 
described in the written consent or with a person or entity not named or described therein. The foregoing agreement to 
arbitrate and other agreements to arbitrate with an additional person or entity duly consented to by the parties to the 
Agreement shall be specifically enforceable in accordance with applicable law in any court having jurisdiction thereof. 

$ A.4.4.4 Claims and Timely Assertion of Claims. The party filing n notice of demand for arbitration must assert in 
the demand all Claims then known to that party on which arbitratian is permitted to be demanded. 

(j A.4.4.5 Judgment on Filial Award. The award rendered by the arbitrator or arbitrators shall be final, and judgment 
may be entered upon it in accordance with applicable law in any court having jurisdiction thereof. 

ARTICLE A,5 AWARD OF CONTRACTS 
(j A.5.1 Unless otherwise stated in the Design-Build Documents or the bidding or proposal requirements, the Design- 
Builder, as soon as practicable after award of the Design-Build Contract, shall furnish in writing to the Owner the 
names of additional persons or entities not originally included in the Design-Builder's proposal or in substitution of a 
person or entity (including those who are to hrnish design services or materials or equipment fabricated to a special 
design) proposed for each principal portion of the Work. The Owner will promptly reply to the Design-Builder in 
writing stating whether or not the Owner has reasonable objection to any such proposed additional person or entity. 
Failure of the Owner to reply promptly shall constitute notice of no reasonable objection. 

Q A.5.2 The Design-Builder shall not contract with a proposed person or entity to whom which the Owner has made 
reasonable and timely objection. The Design-Builder shall not be required to contract with anyone to whom the 
Design-Builder has made reasonable objection. 

0 A.5.3 If the Owner has reasonable objection to a person or entity proposed by the Design-Builder, the Design-Builder 
shall propose another to whom the Owner has no reasonable objection. If the proposed but rejected additional person 
or entity was reasonably capable of performing the Work, the Contract Sum and Contract Time shall be increased or 
decreased by the difference, if any, occasioned by such change, and an appropriate Change Order shall be issued 
before commencement of the substitute person's or entity's Work. However, no increase in the Contract Sum or 
Contract Time shall be allowed for such change unless the Design-Builder has acted promptly and responsively in 
submitting names as required. 

0 A.5.4 The Design-Builder shall not change a person or entity previously selected if the Owner makes reasonable 
objection to such substitute. 

0 A.5.5 CONTINGENT ASSIGNMENT OF CONTRACTS 
(j A,5.5,1 Each agreement for a portion of the Work is assigned by the Design-Builder to the Owner provided that: 

assignment is effective only after termination of the Design-Build Contract by the Owner for cause 
pursuant to Section A.14.2 and only for those agreements which the Owner accepts by notifying the 
contractor in writing; and 
assignment is subject to the prior rights of the surety, if any, obligated under bond relating to the 
Design-Build Contract. 

.I 

.2 
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$ A,5.5.2 Upon such assignment, if the Work has been suspended for more than 30 days, the Contractor’s compensation 
shall be equitably adjusted for increases in cost resulting from the suspension. 

ARTICLE A.6 CONSTRUCTION BY OWNER OR BY SEPARATE CONTRACTORS 
$ A.6.1 OWNER’S RIGHT TO PERFORM CONSTRUCTION AND TO AWARD SEPARATE CONTRACTS 

A.6.1.1 The Owner reserves the right to perform constniction or operations related to the Project with the Owner’s 
own forces and to award separate contracts in connection with other portions of the Project or other construction or 
operations on the site, The Design-Builder shall cooperate with the Owner and separate contractors whose work might 
interfere with the Design-Builder’s Work. If the Design-Builder claims that delay or additional cost is involved 
because of such action by the Owner, the Design-Builder shall make such Claim as provided in Section A.4.1. 

5 A.6.1.2 The term “separate contractor” shall mean any contractor retained by the Owner pursuant to Section A.6.l. 1, 

0 A.6.1.3 The Owner shall provide for coordination of the activities of the Owner’s own forces and of each separate 
contractor with the work of the Design-Builder, who shall cooperate with them. The Design-Builder shall participate 
with other separate contractors and the Owner in reviewing their construction schedules when directed to do so. The 
Design-Builder shall make any revisions to the construction schedule deemed necessary after a joint review and 
mutual agreement. The construction schedules shall then constitute the schedules to be used by the Design-Builder, 
separate contractors and the Owner until subsequently revised. 

$ A.6.2 MUTUAL RESPONSIBILITY 
0 A.6.2.1 The Design-Builder shall afford the Owner and separate contractors reasonable opportunity for introduction 
and storage of their materids and equipment and performance of their activities and shall connect and coordinate the 
Design-Builder’s construction and operations with theirs as required by the Design-Build Documents. 

$ A.6.2.2 Tf part of the Design-Builder’s Work depends for proper execution or results upon design, construction or 
operations by the Owner or a separate contractor, the Design-Builder shall, prior to proceeding with that portion of the 
Work, promptly report to the Owner apparent discrepancies or defects in such other construction that would render it 
unsuitable for such proper execution and results. Failure af the Design-Builder so to report shall constitute an 
acknowledgment that the Owner’s or separate contractor’s completed or partially completed construction is fit and 
proper to receive the Design-Builder’s Work, except as to defects not then reasonably discoverable, 

$ A,6,2.3 The Owner shall be reimbursed by the Design-Builder for costs incuned by the Owner which are payable to a 
separate contractor because of delays, improperly timed activities or defective construclion of the Design-Builder. The 
Owner shall be responsible to the Design-Builder for costs incurred by the Design-Builder because of delays, 
improperly timed activities, damage to the Work or defective construction of a separate contractor. 

$ A.6.2.4 The Design-Builder shall promptly remedy damage wrongfully caused by the Design-Builder to completed or 
partially completed construction or to property of the Owner or separate contractors. 

0 A.6,2.5 The Owner and each separate contractor shall have the same responsibilities for cutting and patching as are 
described in Section A.3.13. 

4 A.6.3 OWNER’S RIGHT TO CLEAN UP 
5 A.6.3.1 If a dispute arises among the Design-Builder, separate contractors and the Owner as to the responsibility 
under their respective contracts for maintaining the premises and surrounding area free from waste materials and 
rubbish, the Owner may dean up and the Owner shall allocate the cost among those responsible. 

ARTICLE A.7 CHANGES IN THE WORK 
5 A.7.1 GENERAL 
$ A.7.4.1 Changes in the Work may be accomplished after execution of the Design-Build Contract, and without 
invalidating the Design-Build Contract, by Change Order or Construction Change Directive, subject to the limitations 
stated in this Article A.7 and elsewhere in the Design-Build Documents. 

$ A.7.1.2 A Change Order shall be based upon agreement between the Owner and Design-Builder. A Construction 
Change Directive may be issued by the Owner with or withaut agreement by the Design-Builder. 

-~ 
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0 A.7.1.3 Changes in the Work shall be performed under applicable provisions of the Design-Build Documents, and the 
Design-Builder shall proceed promptly, unless otherwise provided in the Change Order or Construction Change 
Directive. 

4 A.7.2 CHANGE ORDERS 
Q A.7.2,I A Change Order is a written instrument signed by the Owner and Design-Builder statin 
upon all of the following: 

t -  

i -, 
.I 
.2 
.3 

a change in the Work; 
the amount of the adjustment, if any, in the Contract Sum; and 
the extent of the adjustment, if any, in the Contract Time. 

t "  
i -  - ,  - 

5 A.7.2.2 E the Owner requests a proposal for a change in the 
not to proceed with the change, a Change Order shall be issu 
for estimating services, design services or preparation of prop 

Q A.7,2,3 Methods used in determining adjustments to the Contract Sum may include those listed in  Section A.7.3.3. 

Q A.7.3 CONSTRUCTION CHANGE DIRECTIVES 
4 A.7.3.1 A Construction Change Directive is a written order signed by the Owner directing a change in the Work prior 
to agreement on adjustment, if any, in the Contract Sum or Contract Time, or both. The Owner may by Construction 
Change Directive, without invalidating the Design-Build Contract, order changes in the Work within the general scope 
of the Design-Build Documents consisting of additions, deletions t$t',r kevisions, the Contract Sum and Contract 
Time being adjusted accordingly. 

5 A.7.3.2 A Construction Change Directive shall be used in'the absence of total agreement on the terms of a Change 
Order. A -  

Q A,7.3.3 If the Construction Change Directive p 
based on one of the following methods: 

t$e l%s&n-Builder and subsequently elects 
rse the Design-Builder for any costs incurred 

visions to the Design-Build Documents. 

< 

_ -  i T --- 

es for an adjustment to the Contract Sum, th 

.I 

.2 

.3 

.4 

mutual acceptance of a lump sum properly itemized and supported by sufficFent s 
permit evaluation; 
unit prices stated in the Design-Build Documents or subsequently agr 
provided in Section A.4.1.9; 
cost to be determined in a manner agreed upon by the parties and a mutually acceptable fixed or 
percentage fee: or 
as provided in Section A.7.3.6. 

, or equitably adjusted as 

§ A.7.3.4 Upon receipt of a Construction Change Directive, the Design-Builder shall promptly proceed with the change 
in the Work involved and advise the Owner of the Design-Builder's agreement or disagreement with the method, if 
any, provided in the Construction Change Directive for determining the proposed adjustment in the Contract Sum or 
Contract Time. 

5 A,7,3.5 A Constniction Change Directive signed by the Design-Builder indicates the agreement of the Design-Builder 
therewith, including adjustment in Contract Sum and Contract Time or the method for determining them. Such 
agreement shall be effective immediately and shall be recorded as a Change Order. 

Q A.7.3.6 If the Design-Builder does not respond promptly!&lisagrees ..a r. - . with the method for adjustment in the Contract 
Sum, the method and the adjustment shall be d$;eripn$d Liy the Owner on the basis of reasonable expen 
savings of fhose performing the Work attribut-able . ._  t3the change, including, in case of an increase in the" - 
a reasonable allowance for overh 
shall keep and present, in such 
supporting data. Udess other 

m, 
t. In such case, and also under Section A.7.3.3.3, t€pIks&n~Builder 

h e r  may prescribe, an itemized accounting togethef$vith appropriate 
the Design-Build Documents, costs for . -  thepiqoses . . of this Section 

2 %  . . .  A.7.3.6 shall be limitedtozthe following: .~ 
.I additi6ha1'6oSts of professional services; . ,  7 .  

.2 

,3 

costs of labor, including social security, old age and unemployment insurance, fringe benefits required 
by agreement or custom, and workers' compensation insurance; 
costs of materials, supplies and equipment, including cost of transportation, whether incorporated or 
consumed; 
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.4 

.5 

.6 

rental costs of machinery and equipment, exclusive of hand tools, whether rented from the Design- 
Builder or others; 
costs of premiums for all bonds and insurance, permit fees, and sales, use or simiIar taxes related to the 
Work; and 
additional costs of supervision andfieId office personnel directly attributable to the change. 

9 A.7.3.7 The amount of credit to he allowed by the Design-Builder to the Owner for a deletion or-chiinge that results in 
a net decrease in the Contract Sum shall he actual net cost. When both additions and credits boye'iing related Work or 
substitutions are jnvolved in a change, the allowance for overhead and profit shall be Ggurid 6n the basis of net 
increase, if any, with respect to that change. 

$ A.7.3.8 Pending final determination of the total cost of a Construction C&ge Directive to the Owner, amounts not in 
dispute for such changes in the Work shall be included in Applicati&$ foiPayment accompanied by a Change Order 
indicating the parties' agreement with part or all of such costs. F6r any portion of such cost that remains in dispute, the 
Owner shall make an interim determination for purposes of rrionthly payment for those costs. That determination of 
cost shall adjust the Contract Sum on the same basis as a Change Order, subject to the right of the Design-Builder to 
disagree and assert a Claim in accordance with Article A.4. 

L ' 7  - i _ ,  
1 ,  

0 A.7.3.9 When the Owner and Design-Builder reach agreement concerning the adjustments in the Contract Sum and 
Contract Time, or otherwise reach agreement upon the adjustments, such agreement shall be effective immediately and 
shall be recorded by preparation and execution of an appropriate Change Order. 

0 A.7.4 MINOR CHANGES IN THE WORK 
$ A.7.4.1 The Owner shall have authority to order minor changes in the Work not involving adjustment in the Contract 
Sum or extension of the Contract Time and not inconsistent with the intent of the Design-Build Documents. Such 
changes shall be effected by written order and shall 6e binding on the Design-Builder. The Design-Builder shallic-& 
out such written orders promptly. 

ARTICLE A.8 TIME 

§ A.8.1.8 Unless otherwise provided, Contract Time is the period of time, including autho&ed adjustments, allotted in 
the Design-Build Documents for Substantial Completion of the Work. 

0 A.8.1.2 The date of commencement of the Work shall be the date stated in the Agreement unless provision is made 
for the date to be fixed jn a notice to proceed issued by the Owner. 

9 A.8.1.3 The date of Substantial Completion is the date determined by the Owner in accordance with Section A.9.8. 

$ A.8.1.4 The term "day" as used in the Design-Build Documents shall mean calendar day unless otherwise specifically 
defined. 

4 A.8.4 DEFINITIONS . I  

- -  
' 6 .  

3 A.8.2 PROGRESS AND COMPLETION 
5 A.8,2,1 Time Emits stated in the Design-Build Documents are of the essence of the Design-Build Contract. By 
executing the Design-Build Contract, the Design-Builder confums that the Contract Time is a reasonable period for 
performing the Work. 

0 A.8.2.2 The Design-Builder shall not knowingly, except by agreement or instruction of the Owner in writing, 
prematureIy commence construction operationston fhe'site or elsewhere prior to the effective date of insurance 
required by Article A.11 to be furnished by the Design-Builder and Owner. The date of commencement of the Work 
shall not be changed by the effective date of sucfi insurance. Unless the date of commencement is established by the 
Design-Build Documents or a notice to proceed given by the Owner, the Design-Builder shall notify the Owner in 
writing not less than five days or other agreed period before commencing the Work to per&tthe timely filing of 
mortgages, mechanic's lieh and other security interests. 

A.8.2.3 The Design-Builder shalI proceed expeditiously with adequate forces and shall achieve Substantial 
Completion within the Contract Time. 
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0 A.8.3 DELAYS AND EXTENSIONS OF TIME 
0 A.8.3.1 If the Design-Builder is delayed at any time in the commencement or progress of the Work by an act or 
neglect of the Owner or of a separate contractor employed by the Owner, or by changes ordered in the Work, or by 
labor disputes, fire, unusual delay in deliveries, unavoidable casualties or other causes beyond the Design-Builder’s 
control, or by delay authorized by the Owner pending resolution.of disputes pursuant to the Design-Build Documents, 
or by other causes which the Owner determines may justify delay, then the Contract Time shall be extended by 
Change Order for such reasonable time as the Owner may determine. 

0 A.8.3.2 Claims relating to time shall be made in accordance with applicable provisions of Section A.4.1.7. 

0 A.8.3.3 This Section A.8.3 does not preclude recovery of damages for delay by either party under other provisions of 
the Design-Build Documents. 

ARTICLE A.9 PAYMENTS AND COMPLETION 
$ A.9.1 CONTRACT SUM 
$ A,9.l.I The Contract Sum is stated in the Design-Build Documents and, including authorized adjustments, is the total 
amount payable by the Owner to the Design-Builder for performance of the Work under the Design-Build Documents. 

$ A.9.2 SCHEDULE OF VALUES 
0 A.9.2.1 Before the first Application for Payment, where the Contract Sum is based upon a StipuIated Sum or the Cast 
of the Work plus Contractor’s Fee with a Guaranteed Maximum Price, the Design-Builder shall submit to the Owner 
an initial schedule of values allocated to various portions of the Work prepared in such form and supported by such 
data to substantiate its accuracy as the Owner may require. This schedule, unless objected to by the Owner, shall be 
used as a basis for reviewing the Design-Builder’s Applications for Payment. The schedule of values may be updated 
periodically to reflect changes in the allocation of the Contract Sum. 

0 A.9.3 APPLICATIONS FOR PAYMENT 
0 A.9.3.1 At least ten days before the date established for each progress payment, the Design-Builder shall submit to the 
Owner an itemized Application for Payment for operations completed in accordance with the current schedule of 
vaIues. Such application shall be notarized, if required, and supported by such data substantiating the Design-Builder’s 
right to payment as the Owner may require, such as copies of requisitions from Contractors and materiai suppliers, and 
reflecting retainage if provided for in the Design-Build Documents: 

$ A.9.3.1.1 As provided in Section A.7.3.8, such applications may include requests for payment on account of Changes 
in the Work which have been properly authorized by Construction Change Directives but are not yet included in 
Change Orders. 

0 A.9.3.1.2 Such applications may not include requests for payment for portions of the Work for which the Design- 
Builder does not intend to pay to a Contractor or material supplier or other parties providing services for the Design- 
Builder, unless such Work has been performed by othcrs whom the Design-Builder intends to pay. 

A.9.3.2 Unless otherwise provided in the Design-BuiId Documents, payments shall be made on account of materials 
and equipment delivered and suitably stored at the site for subsequent incorporation in the Worlc. If approved in 
advance by the Owner, payment may similarly be made for materials and equipment suitably stoIed off the site at a 
location agreed upon in writing. Payment for materials and equipment stored on or off the site shall be conditioned 
upon compliance by the Design-Builder with procedures satisfactory to the Owner to establish the Owner’s title to 
such materials and equipment or otherwise protect the Owner’s interest and shall include the costs of applicable 
insurance, storage and transportation to the site for such materials and equipment stored off the site. 

0 A.9.3.3 The DesigmBuilder warrants that title to all Work other than Instruments of Service covered by an 
Application for Payment will pass to the Owner no later than the time of payment. The Design-Builder further 
warrants that, upon submittal of an Application for Payment, all Work for which Certificates €or Payment have been 
previously issued and payments received from the Owner shall, to the best of the Design-Builder’s knowledge, 
information and belief, be free and clear of liens, Claims, security interests or encumbrances in favor of the Design- 
Builder, Contractors, Subcontractors, material suppliers, or other persons or entities making a claim by reason of 
having provided labor, materials and equipment relating to the Work. 
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3 7  -57 
Cj A.9.4 ACKNOWLEDGEMENT OF APPLICATION FOR PAYMENT 
$ A.9.4.1 The Owner shall, within seven days after receipt of the Design-Builder’s Application for Payment, issue to 
the Design-Builder a written acknowledgement of receipt of the Design-Builder’s Application for Payment indicating 
the amount the Owner has determined to be properly due and, if applicable, the reasons for withholding payment in 
whole or in part. 

Cj A.9.5 DECISIONS TO WITHHOLD PAYMENT 
Q A.9.5.1 The Owner may withhold a payment in whole or in part to the extent reasonably necessary to protect the 
Owner due to the Owner’s determination that the Work has not progressed to the point indicated in the Application for 
Payment or that the quality of Work is not in accordance with the Design-Build Documents. The Owner may also 
withhold a payment or, because of subsequently discovered evidence, may nullify the whole or a part of an 
Application for Payment previously issued to such extent as may be necessary to protect the Owner from loss for 
which the Design-Builder is responsible, including loss resulting from acts and omissions, because of the following: 

.I defective Work not remedied; 

.2 

.3 

.4 

.5 

.6 

.7 

third-party claims fied or reasonable evidence indicating probable filing of such claims unless security 
acceptable to the Owner is provided by the Design-Builder; 
failure of the Design-Builder to make payments properly to Contractors or for design services labor, 
materials or equipment; 
reasonable evidence that the Work cannot be completed for the unpaid balance of the Contract Sum; 
damage to the Owner or a separate contractor; 
reasonable evidence that the Work will not be completed within the Contract Time and that the unpaid 
balance would not be adequate to cover actual or liquidated damages for the anticipated delay; or 
persistent failure to carry out the Work in accordance with the Design-Build Documents. 

8 A.9.5.2 When the above reasons for withholding payment are removed, payment will be made for amounts previously 
withheld. 

0 A.9.6 PROGRESS PAYMENTS 
5 A.9,6.1 Afier the Owner has issued a written acknowledgement of receipt of the Design-Builder’s Application €or 
Payment, the Owner shall make payment of the amount, in the manner and within the time provided in the Design- 
Build Documents. 

0 A,9.6,2 The Design-Builder shall promptly pay the Architect, each design professional and other consultants retained 
directly by the Design-Builder, upon receipt of payment from the Owner, out of the amount paid to the Design-Builder 
on account of each such party’s respective portion of the Work, the amount to which each such party is entitled. 

§ A.9.6.3 The Design-Builder shall promptly pay each Contractor, upon receipt of payment from the Owner, out of the 
amount paid to the Design-Builder on account of such Contractor’s portion of the Work, the amount to which said 
Contractor is entitled, reflecting percentages actually retained from payments to the Design-Builder on account of the 
Contractor’s portion of the Work. The Design-Builder shall, by appropriate agreement with each Contractor, require 
each Contractor to make payments to Subcontractors in a similar manner. 

Cj A.9.6.4 The Owner shall have no obligation to pay or to see to the payment of money to a Contractor except as may 
otherwise be required by law. 

$ A.9.6.5 Payment to material suppliers shalI be treated in a manner similar to that provided in Sections A.9.6.3 and 
A.9.6.4. 

0 A.9.6.6 Aprogress payment, or partiaI or entire use or occupancy of the Project by the Owner, shall not constitute 
acceptance of Work not in accordance with the Design-Build Documents. 

$ A.9.6.7 Unless the Design-Builder provides the Owner with a payment bond in the full penal sum of the Contract 
Sum, payments received by the Design-Builder for Work properly performed by Contractors and suppliers shall be 
held by the Design-Builder for those Contractors or suppliers who performed Work or furnished materials, or both, 
under contract with the Resign-Builder for which payment was made by the Owner. Nothing contained herein shall 
require money to be placed in a separate account and not be conmingled with money of the Design-Builder, shall 
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create any fiduciary liability or tort liability on the part of the Design-Builder for breach of trust or shall entitle any 
person or entity to an award of punitive damages against the Design-Builder for breach of the requirements of this 
provision. 

Q A.9.7 FAILURE OF PAYMENT 
Q A.9.7.1 If for reasons other than those enumerated in Section A.9.5.1, the Owner does not issue a payment witbin the 
time period required by Section 5.1.3 of the Agreement, then the Design-Builder may, upon seve.ji.aaditiona1 days’ 
written notice to the Owner, stop the Work until payment of the amount owing has been rec&i$ed. The Contract Time 
shall be extended appropriately and the Contract Sum shall be increased by the amounfbf fhe Design-Builder’s 
reasonable costs of shutdown, delay and start-up, plus interest as provided for in - the - 1  Design-Build Documents. 

Q A.9.8.1 Substantial Completion is the stage in the progress of the Worlc’when the Work or designated portion thereof is 
sufficiently complete in accordance with the Design-Build DoGumenk so that the Owner can occupy or use the Work or a 
portion thereof for its intended use. 

; -’. L; i 
-:- i $ A.9.8 SUBSTANTIAL COMPLETION k,,....8;- - 

Q A.9.8.2 When the Design-Builder considers that the Work, or a portion thereof which the Owner agrees to accept 
separately, is substantially complete, the Design-Builder shall prepare and submit to the Owner a comprehensive list of 
items to be completed or corrected prior to final payment. Failure to include an item on such list does not alter the 
responsibility of the Design-Builder to complete all Work in accordance with the Design-Build Documents. 

$ A.9.8,3 Upon receipt of the Design-Builder’s list, the Owner shall make an inspection to determine whether the Work 
or designated portion thereof is substantially complete. Lf the O!ynet’s inspection discloses any item, whether or not 
included on d e  Design-Builder’s list, which is not substantially complete, the Design-Builder shall complete or correct 
such item. In such case, the Design-Builder shall then submit a request for another inspection by the Owner to 
determine whether the Design-Builder’s Work is substabtially complete. 

$ A.9.8.4 In the event of a dispute regarding whether the Design-Builder’s Work is substantially complete, the dispute 
shall be resolved pursuant to Article A.4. * 

f A.9.8.5 When the Work or designated portion thereof i s  substantially complete, the Design-Builder shall prepare for the 
Owner’s signature an Acknowledgement of Substantial Completion which, whensigried by the Owner, shall establish (1) 
the date of Substantial Completion of the Work, (2) responsibilities between the’O!vner and Design-Builder for security, 
maintenanrz, heat, utilities, damage to the Work and insurance, and (3) the time within which the Design-Builder shall 
finish all items on the list accompanying the Acknowledgement. When the Owner’s inspection discloses that the Work or 
a designated portion thereof is substantially complete, the Owner shall sign the Acknowledgement of Subslantid 
Completion. Warranties required by the Design-Build Documents shall commence on the date of Substantial Completion 
of the Work or designated portion thereof unless otherwise provided in the Acknowledgement of Substantial Completion. 

0 A.9.8.6 Upon execution of the Acknowledgement of Substantial Completion and consent of surety, if any, the Owner 
shall make payment of retainage applying to such Work or designated portion thereof. Such payment shall be adjusted 
for Work that is incomplete or not in accordance with the requirements of the Design-Build Documents. 

§ A.9.9 PARTIAL OCCUPANCY OR USE 
$ A.9.9.1 The Owner may occupy or use any completed or partially completed portion of the Work at any stage when 
such portion is designated by separate agreement with the Design-Builder, provided such occupancy or use is 
consented to by the insurer, if so required by the insurer, and authorized by public authorities having jurisdiction over 
the Work. Such partial occupancy or use may c?mmence whether or not the portion is substantially complete, prdyided 
the Owner and DesignBuilder have accepted in writing the responsibilities assigned to each of  them for payments, 
retainage, if any, security, maintenance, heat, uti!&es, damage to the Work and insurance, and hqve agreed‘in writing 
concerning the period for completion or correction of the Work and commencement of warranties required by the 
Design-Build Documents. When the Design-Builder considers a portion substantially complete, the Design-Builder 
shall prepare and sub@ a-list to the Owner as provided under Section A.9.8.2. Copsent of the Design-Builder to 
partial occupancy or use shall not be unreasonably withheld. The stage of the-progress of the Work shall be determined 
by written agreement between the Owner and Design-Builder. 

7 -  

Q A.9.9.2 Immediately prior to such partial occupancy or use, the Owner and Design-Builder shall jointly inspect the 
area to be occupied or portion of the Work to be used to determine and record the condition of the Work. 
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Q A.9.9.3 Unless otherwise agreed upon, partial occupancy or use of a portion or portions of the Work shall not 
constitute acceptance of Work not complying with the requirements of the Design-Build Documents. 

$ A.9.10 FINAL COMPLETION AND FINAL PAYMENT 
$ kB.lO.1 Upon receipt of written notice that the Work is ready for final inspection and acceptance and upon receipt of 
a final Application for Payment, the Owner shall promptly make such inspection and, when the Owner finds the Work 
acceptable under the Design-Build Documents and fully performed, the Owner shall, subject tp S,+tian A.9.10.2, 

i 

. . .  promptly make final payment to the Design-Builder. 8,. i I 

$ A.9.10.2 Neither final payment nor any remaining retained percentage will become'due until the Design-Builder 
submits to the Owner (1) an asdavit that payrolls, bills for materials an< er~uipxr~ent, and other indebtedness 
connected with the Work for which the Owner or the Owner's prope$p@&htbbk responsible or encumbered (less 
amounts withheld by Owner) have been paid or otherwise satisfied; (2) a Grtificate evidencing that insurance required 
by the Design-Build Documents to remain in force after fin@-p$ybent is currently in effect and will not be cancelled 
or allowed to expire until at least 30 days' prior written notice his been given to the Owner, (3) a written statement 
that the Design-Builder knows of no substantial reason that the insurance will not be renewable to cover the period 
required hy the Design-Build Documents, (4) consent of surety, if any, to final payment, and (5) if required by the 
Owner, other data establishing payment or satisfaction of obligations, such as receipts, reIeases and waivers of liens, 
claims, security interests or encumbrances arising out of the Design-Build Contract, to the extent and in such form as 
may be designated by the Owner. If a Contractor refuses to furnish a release or waiver required by the Owner, the 
Design-Builder may furnish a bond satisfactory to the Owner to indemnify the Owner against such lien. If such lien 
remains unsatisfied after payments are made, the Design-Builder shag.ri$$d to the Owner all money that the Owner 
may be liable to pay in connection with the discharge of such lien, i&uding all costs and reasonable attorneys' fees. 

$8.9.10.3 If, after the Owner determines that the Design-pucder's Work or designated portion thereof is substantially 
completed, final completion thereof is materially delayed though no fault of the Design-Builder or by issuance"of a 
Change Order or a Construction Change Diregtiye affecting final completion, the Owner shall, upon applicatiop by the 
Design-Builder, make payment of the l@&ce''due for that portion of the Work fully completed and,.a-c?e$ed. If the 
remaining balance for Work not frilly co@pleted or corrected is less than retainage stipulated inthe D'esign-Build 
Documents, and if bonds have beenfufnished, the written consent of surety to payment opthe balarice due for that 
portion of the Work fully completed and accepted shall be submitted by the DesigpB@lder. Such payment shall be 
made under terms and conditions governing final payment, except that it shall . n6t ... . bonstitute . a waiver of claims. 

Q A.9.10.4 The making of final payment shall constitute a waiver of Claims by the Owner except those arising from: 
I j  I I. . - 

.I 

,2 
.3 

liens, Claims, security interests or encumbrances arising out of the Design-Build Documents and 
unsettled; 
failure of the Work to comply with the requirements of the Design-Build Documents; or 
terms of special warranties required by the Design-Build Documents. 

Q A.9.10.5 Arxeptance of final payment by the Design-Builder, a Contractor or material supplier shall constitute a 
waiver of claims by that payee except those previously made in writing and identified by that payee as unsettled at the 
time of final Application for Payment. 

ARTICLE A.10 PROTECTION OF PERSONS AND PROPERTY 
$ A.IO.1 SAFETY PRECAUTIONS AND PROGRAMS 
$ A.'IO.l.I The Design-Builder shall be responsible for init 
connection with the performance of the Design-Build Co 

0 A.10.2 SAFETY OF PERSONS AND PROPERTY 
$ A.10.2.1 The Design-Builder shall take reasonable precautions for safety of, and shall provide reason$de protection 
to prevent damage, injury or loss to: 

employees on the Work and other persons who may be affected thereby; - -- 
the Work and rdaterials and equipment to be incorporated therein, whether in storage on or off the site 
or under the care, custody or control of the Design-Builder or the Design-Builder's Contractors or 
Subcontractors; and 
other property at the site or adjacent thereto, such as trees, shrubs, lawns, walks, pavements, roadways, 
structures and utilities not designated for removal, relocation or replacement in the course of 
construction. 

g and maintaining all safety precautions and programs in 

.I 

.2 

,3 
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9 A.10.2.2 The Design-Builder shall give notices and comply with applicable laws, ordinances, rules, regulations and 
lawful orders of public authorities bearing on safety of persons or property or their protection from damage, injury or 
loss. 

$ A.10.2.3 The Design-Builder shall erect and maintain, as required by existing conditions and performance of the 
Design-Build Documents, reasonable safeguards for safety and protection, including posting danger signs and other 
warnings against hazards, promulgating safety reguIations and notifying owners and users of adjacent sites and 
utilities. 

Q A.10,2.4 When use or storage of explosives or other hazardous materials or equipment or unusual methods are 
necessary for execution of the Work, the Design-Builder shall exercise utmost care and carry on such activities under 
supervision of properly qualified personnel. 

0 A,10.2.5 The Design-Builder shall promptly remedy damage and loss (other than damage or loss insured under 
property insurance required by the Design-Build Documents) to property referred to in Sections A. 10.2.1.2 and 
A.10.2.1.3 caused in whole or in part by the Design-Builder, the Architect, a Contractor, a Subcontractor, or anyone 
directly or indirectly employed by any of them or by anyone for whose acts they may be liable and for which the 
Design-Builder is responsible under Sections A.10.2.1.2 and A.10.2.1.3, except damage or loss attributable to acts or 
omissions of the Owner or anyone directly or indirectly employed by the Owner, or by anyone for whose acts the 
Owner may be liable, and not attributable to the fault or negligence of the Design-Builder. The foregoing obligations 
of the Design-Builder are in addition to the Design-Builder’s obligations under Section A.3.17. 

5 A.10.2.6 The Design-Builder shall designate in writing to the Owner a responsible individual whose duty shall be the 
prevention of accidents. 

Q A.10.2.7 The Design-Builder shall not load or permit any part of the construction or site to be loaded so as to 
endanger its safety. 

Q A,10.3 HAZARDOUS MATERIALS 
A.10.3.1 If reasonable precautions will be inadequate to prevent foreseeable bodily injury or death to persons 

resulting from a material or suhstance, including but not limited to asbestos or polychlorinated biphenyl (PCE), 
encountered on the site by the Design-Builder, the Design-Builder shall, upon recognizing the condition, immediately 
stop Work in the affected area and report the condition to the Owner. 

Q A.10.3.2 The Owner shall obtain the services of a licensed laboratory to verify the presence or absence of the material 
or substance reported by the Design-Builder and, in the event such material or substance is found to be present, to 
verify that it has been rendered harmless. TJdess otherwise required by the Design-Build Documents, the Owner shall 
furnish in writing to the Design-Builder the names and qualifications of persons or entities who are to perform tests 
verifying the presence or absence of such material or substance or who are to perform the task of removal or safe 
containment of such material or substance. The Design-Builder shall promptly reply to the Owner in writing stating 
whether or not the Design-Builder has reasonable objection to the persons or entities proposed by the Owner. If the 
Design-Builder has an objection to a person or entity proposed by the Owner, the Owner shall propose anather to 
whom the Design-Builder has no reasonable objection. When the material or substance has been rendered harmless, 
work in the affected area shall resume upon written agreement of the Owner and Design-Builder. The Contract Time 
shall be extended appropIiately, and the Contract Sum shall be increased in the amount of the Design-Builder’s 
reasonable additional costs of shutdown, delay and start-up, which adjustments shall be accomplished as provided in 
Article A.7. 

5 A.10.3.3 To the fullest extent permitted by law, the Owner shall indemnify and hold harmless the Design-Builder, 
Contractors, Subcontractors, Architect, Archjtect’s consultants and the agents and employees of any of them from and 
against Claims, damages, losses and expenses, including but not limited to attorneys’ fees, arising out of or resulting 
fiomperformance of the Work in the affected area if in fact the material or substance exists on site as of the date of the 
Agreernent, is not disclosed in the Design-Build Documents and presents the risk of bodily injury or death as described 
in Section A,10.3.1 and has not been rendered harmless, provided that such Claim, damage, loss or expense is 
attributable to bodily injury, sickness, disease or death or to injury to or destruction af tangible property (other than the 
Work itself) to the extent that such damage, loss or expense is not due to the negligence of the Design-Builder, 
Contractors, Subcontractors, Architect, Architect’s consultants and the agents and employees of any of them. 
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§ A.10.4 The Owner shall not be responsible under Section A. 10.3 for materials and substances brought to the site by 
the Design-Builder unless such materials or substances were required by the Design-Build Documents. 

§ A.10.5 If, without negligence on the part of the Design-Builder, the Design-Builder is held liable for the cost of 
remediation of a hazardous material or substance solely by reason of performing Work as required by the Design- 
Build Documents, the Owner shall indemnify the Design-Builder for all cost and expense thereby incurred. 

$ A.10.6 EMERGENCIES 
0 A.10.6,l In an emergency affecting safety of persons or property, the Design-Builder shall act, at the Design- 
Builder’s discretion, to prevent threatened damage, injury or loss. Additional compensation or extension of time 
claimed by the Design-Builder on account of an emergency shall be determined as provided in Section A.4.1.7 and 
Article A.I. 

ARTICLE A.11 INSURANCE AND BONDS 
A.11.1 Except as may otherwise be set forth’in the Agreement or elsewhere in the Resign-Build Documents, the Orvner 

and Design-Builder shall purchase and maintain the following types of insurance with Emits of liability and deductible 
amounts and subject to such terms and conditions, as set forth in this Article A. 1 1. 

$ A.1 1.2 DESIGN-BUILDER’S LIABILITY INSURANCE 
8 A.11.2.1 The Design-Builder shall purchase from and maintain in a company or companies lawfidly authorized to do 
business in the jurisdiction in which the Project is located such insurance as will protect the Design-Builder from claims 
set forth below that may arise out of or result from the Design-Builder’s operations under the Design-BuiId Contract and 
for which the Design-Builder may be legally liable, whether such operations be by the Design-Builder, by a Contractor or 
by anyone directly or indirectly employed by any of them, or by anyone for whose acts any of them may be liable: 

.I 

.2 

.3 

,4 
.5 

.6 

.7 
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claims under workers’ compensation, disability benefit and other similar employee benefit acts which 
are applicable to the Work to be performed; 
claims for damages because of bodily injury, occupational sickness or disease, or death o f  the Design- 
Builder’s employees; 
claims for damages because of bodily injury, sickness or disease, or death of any person other than the 
Design-Builder’ s employees; 
claims for damages insured by usual personal injury liability coverage; 
claims for damages, other than to the Work itself, because of injury to or destruction of tangible 
property, including loss of use resulting therefrom; 
claims for damages because of bodily injury, death of a person or property damage arising out of 
ownership, maintenance or use of a motor vehicle; 
claims for bodily injury or property damage arising out of completed operations; and 
claims involving contractual liability insurance applicitble to the Design-Builder’s obligations under 
Section A.3.17. 

$ A.11.2.2 The insurance required by Section A.11.2.1 shall be written for not less than limits of liability specified in 
the Design-Build Documents OK required by law, whichever coverage is greater. Coverages, whether written on an 
occurrence or claims-made basis, shall be maintained without interruption from date of commencement of the Work 
until date of final payment and termination of any coverage required to be maintained after fmal payment. 

A.11.2.3 Certificates of insurance acceptable to the Owner shall be filed with the Owner prior to commencement of 
the Work. These certificates and the insurance policies required by this Section A.11.2 shall contain a provision that 
coverages afforded under the policies will not be canceled or allowed to expire until at least 30 days’ prior written 
notice has been given to the Owner. If any af the foregoing insurance coverages are required to remain in force after 
final payment and are reasonably available, an additional certificate evidencing continuation of such coverage shall be 
submitted with the frnal Application for Payment as required by Section A.9.10.2. Information concerning reduction of 
coverage on account of revised limits or claims paid under the General Aggregate, or both, shall be furnished by the 
Design-Builder with reasonable promptness in accordance with the Design-Builder’s information and belief. 

0 A.11.3 OWNER’S LIABILITY INSURANCE 
$ A.41.3.j The Owner shall be responsible for purchasing and maintaining the Owner’s usual liability insurance. 

-, ---... 
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5 A.Il.4 PROPERTY INSURANCE 
5 A.11.4.1 Unless otherwise provided, the Owner shall purchase and maintain, in a company or companies lawfully 
authorized to do business in the jurisdiction in which the Project is located, property insurance written on a builder’s risk, 
“an-risK’ or equivalent policy form in the amount of the initial Contract Sum, plus the value of subsequent Design-Build 
Contract modifications and cost of materials supplied or installed by others, comprising total value for the entire Project at 
the site on a replacement cost basis without optional deductibles. Such property insurance shall be maintained, unless 
otherwise provided in the Design-Build Documents or otherwise agreed in writing by all persons andentities who are 
beneficiaries of such insurance, until final payment has been made as provided in Section A.9.16 or until no person or 
entity other than the Owner has an insurable interest in the property required by this Section A.11.4 to be covered, 
whichever is later. This insurance shall include interests of the Owner, Design-Bpilder, Contractors and Subcontractors in 
the Project. 

5 A.11.4.1.1 Property insurance shall be on an “all-risk” or equivalentpoiicy form and shall include, without limitation, 
insurance against the perils o€ fire (with extended coverage) and physical loss or damage including, without 
duplication of coverage, theft, vandalism, malicious mischief, collapse, earthquake, flood, windstorm, falsework, 
testing and startup, temporary buildings and debris removal, including demolition occasioned by enforcement of any 
applicable legal requirements, and shall cover reasonable compensation for Design-Builder’s services and expenses 
required as a result of such insured loss. 

‘ ( *  

5 A.14.4.1.2 If the Owner does not intend to purchase such property insurance required by the Design-Build Contract 
and with all of the coverages in the amount described above, the Owner shall so inform the Design-Builder in writing 
prior to commencement of the Work. The Design-Builder may then effect insurance that will protect the interests of 
the Design-Builder, Contractors and Subcontractors in the Work, and, by appropriate Change Order, the cost thereof 
shall be charged to the Owner. If the Design-Builder is damaged by the failure or neglect of the Owner to purchase or 
maintain insurance as described above without so notifying ihe Design-Builder in writing, then the Owner shall bear 
all reasonable costs properly attributable thereto. ..- 

0 A.11.4.1.3 If the property insurance requires deductibles, the Owner shall pay costs not covered because of such 
deductibles. 

5 A.11.4.1.4 This property insurance shall cover portions of the Work stored off the site and also portions of the Work 
in transit. 

A,11.4.1.5 Partial occupancy or use in accordance with Section A.9.9 shall not commence until the insurance 
company or companies providing property insurance have consented to such partial occupancy or use, by endorsement 
or otherwise. The Owner and the Design-Builder shall take reasonable steps to obtain consent of the insurance 
company or companies and shall, without mutual written consent, take no action with respect to partial occupancy or 
use that would cause cancellation, lapse or reduction of insurance. 

A,11.4,2 Boiler and Machinery Insurance. The Owner shall purchase and maintain boiler and machinery insurance 
required by the Design-Build Documenls or by law, which shdl specificaUy cover such insured objects during installation 
and until final acceptance by the Owner; this insurance shall include interests of the Owner, Design-Builder, Contractors 
and Subcontractors in the Work, and the Owner and Design-Builder shall be named insureds. 

0 A.II.4.3 Loss of TJse Insurance. The Owner, at the Owner’s option, may purchase and maintain such insurance as will 
insure the Owner against loss of use of the Owner’s propeq due to fire or other hazards, however caused. The Owner 
waives all rights of action against the Design-Builder, Architect, the Design-Builder’s other design professionals, if any, 
Contractors and Subcontractors for loss of use of the Owner’s property, including consequential losses due to fxe or other 
hazards, however caused. 

5 A.11.4.4 If the Design-Builder rsumts ihn writing that insurance for risks other than those described herein or other 
special causes of loss be included @ tiie property insurance policy, the Owner shall, if possible, include such insurance, 
and the cost thereof shall be chkged to the Design-Builder by appropriate Change Order. 

0 A.11.4.5 If during the Project construction period the Owner insures properties, real or personal or both, at or adjacent to 
the site by property insurance under policies separate from those insuring the Project, or if after final payment property 
insurance is to be provided on the completed Project through a policy or policies other than those insuring the Project 
during the construction period, the Owner shall waive all rights in accordance with the terms of Section A.11.4.7 for 
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damages caused by fue or other causes of loss covered by this separate property insurance. All separate policies shall 
provide this waiver of subrogation by endorsement or otherwise. 

$ A.11.4.6 Before an exposure to loss may occur, the Owner shall file with the Design-Builder a copy of each policy that 
includes insurance coverages required by this Section A.11.4. Each policy shall contain all generally applicable 
conditions, definitions, exclusions and endorsements related to this Project. Each policy shall contain a. provision that the 
policy tvill not be canceled or allowed to expire and that: its limits will not be reduced until at lqst 3b-days' prior written 

Q A,11.4.7 Waivers of Subrogation. The Owner and Design-Builder waive all righ(s_a@d each other and any of their 
consultants, separate contractors described in Section A.6.1, if any, Contractor$$$&ntractors, agents and employees, 
each of the other, and any of their conttactors, subcontractors, agentsznd;$$&oyees, for damages caused by fire or other 
causes of loss to the extent covered by property insurance obtained&s%ant'to th is Section A.11.4 or other property 
insurance applicable to the Work, except such rights as they h$fkj6rpr6ceeds of such insurance held by the Owner as 
fiduciary. The Owner or Design-Builder, as appropriate, shall &quire of the separate contractors described in Section 
A.6.1, if any, and the Contractors, Subcontractors, agents and employees of any of them, by appropriate agreements, 
written where legally required for validity, similar waivers each in favor of other parties enumerated herein. The policies 
shall provide such waivers of subrogation by endorsement or otherwise. A waiver of subrogation shall be effective as to a 
person or entity even though that person or entity would otbenvise have a duty of indemnification, contractual or 
otherwise, even though the person or entity did not pay the insurance premium directly or indirectly, and whether or not 
the person or entity had an insurable interest in the properly damaged. 

. i 5, i 7'. . .  notice has been given to the Design-Builder. r ,  .. . L. $< 5 
i *  .. = .. ?< ' 

. .. .;. 

8 A.11.4.8 A loss insured under Owner's property insurance shalI be ad'jusikd by the Owner as fiduciary and made payable 
to the Owner as fiduciary for the insureds, as their interests may appeiir, subject to reqriirements of any applicable 
mortgagee clause and of Section A.11.4.10. The Desig&Buif$er shall pay Contractors their just shares of insurance ~ 

proceeds received by !he Design-Builder, and, by appropGate agreements, written where legally required for y$idity; 3 
shall require Contractors to make payments to the@ S&ontractors in similar manner. 

Q A.11.4.9 Ifrequired in writing by apa&&%terest, the Owner as fiduciary s h d ,  upon occrmqnce of ad insured loss, 
give bond for proper performance of the Owner's duties. The cost of required bonds shalI, be,cb:$rg&l against proceeds 
received as fiduciary. The Owner shall deposit in a separate account proceeds so receiv@;'i$.ii% the Osvner shall 
distribute in accordance with such agreement as the parties in interest may reach.Ifi@ersuch loss no other special 
agreement is made and unless the Owner terminates the Design-Build Contra@?o;cdnvenience, replacement of damaged 
property shall be performed by the Design-Builder after notification of a Change in the Work in accordance with Article 
A.7. 

:. , 

,:- : . * .  
i . . .  . 

A.ll.4.10 The Owner as fiduciary shall have power to adjust and settle a loss with insurers unless one of the parties in 
interest shall object in writing within five days after occurrence ofloss to the Owner's exercise ofthis power.; The 
Owner as fiduciary shall, in the case of a decision or award, make settlement with insurers in accordance with 
directions of a decision or award. If distribution of insurance proceeds by arbihation is required, the arbitrators wjviu 
direct such distribution. 

A,11.5 PERFORMANCE BOND AND PAYMENT BOND 
5 A.14.5.1 The Owner shalt have the right to require the Design-Builder to furnish bonds covering faithful performance 
of the Design-Build Contract and payment of obligations arising thereunder, including payment to design professionals 
engaged by or on behalf of the Design-Builder, as stipulatedin bidding requirements or specificaily required in the 
Agreement or elsewhere in the Design-Build Documents on the date of execution of the Design-Build Contract. 

ARTICLE A,12 UNCOVERING AND CORRECTION OF WORK 9 %  

0 A.12.1 UNCOVERING OF WORK 
Q A.12.1.1 If a portion of the Work is covered contrary to requirements specifically expressed in the_ Design-Build 
Documents, it must be uncovered fbr the Owner's examination and be replaced at the Design-Builder's expense 
without change in the Coutracf Time, 

$ A,12.1.2 E a  portion of the Work has been covered which the Owner has no1 specifically requested to examine prior 
to its being covered, the Owner may request to see such Work and it shall be uncovered by the Design-Builder. If such 
Work is in accordance with the Design-Build Documents, costs of uncovering and replacement shall, by appropriate 
Change Order, be at the Owner's expense. If such Work i s  not in accordance with the Design-Build Documents, 
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correction shall be at the Design-Builder's expense unless the condition was caused by the Owner or a separate 
contractor, in which event the Owner shall be responsible for payment of such cost's. 

$ A,12.2 CORRECTION OF WORK 
Q A.12.2.1 BEFORE OR AFTER SUBSTANTIAL COMPLETION 
$ A.12.2.1.1 The Design-Builder shall promptly correct Work rejected by the Owner or failing to conform to the 
requirements of the Design-Build Documents, whether discovered before or after Substantial Completion and whether 
or not fabricated, installed or completed. Costs of correcting such rejected Work, including additional testing, shall be 
at the Design-Builder's expense. 

Q A,12.2,2 AFTER SUBSTANTIAL COMPLETION 
0 A.12.2.2.1 In addition to the Design-Builder's obligations under Section -4.3.5, if, within one year after the date of 
Substantial Completion or after the date for commencement of waGanties established under Section A.9.8.5 or by 
terms of an applicable special warranty required by the Design-Build Documents, any of the Work is found to be not 
in accordance with the requirements of the Design-Build Documents, the Design-Builder shall correct it promptly after 
receipt of written notice from the Owner to do so unless the Owner has previously given the Design-Builder a written 
acceptance of such condition. The Owner shall give such notice promptly after discovery of the condition. During the 
one-year period for correction of Work, if the Owner faids to notify the DesignBuilder and give the Design-Builder an 
opportunity to make the correction, the Owner waives the rights to require correction by the Design-3uiIder and to 
make a claim for breach of warranty. If the Design-Builder fails to correct non-conformhg Work within a reasonable 
time during that period after receipt of notice from the Owner, the Owner may correct it in accordance with Section 
A.2.5. 

0 A.12,2.2.2 The one-year period for correction of Work shall be extended with respect to portions of Work first 
performed after Substantial Completion by the period of time between Substantial Completion and the actual 
performance of the Work. 

Q A.12.2.2.3 The one-year period for correction of Work shall not be extended by corrective Work performed by the 
Design-Builder pursuant to this Section A.12.2. 

Q A.12.2.3 The Design-Builder shall remove from the site portions of the Work which are not in accordance d t h  the 
requirements of the Design-Build Documents and are neither corrected by the Design-Builder nor accepted by the 
Owner. 

Q A.12.2.4 The Design-Builder shall bear the cost of correcting destroyed or damaged construction, whether completed 
or partially completed, of the Owner or separate contractors caused by the Design-Builder's correction or removal of 
Work which is not in accordance with the requirements of the Design-Build Documents. 

Q A.f2.2.5 Nothing contained in this Section k12.2 shall be construed to establish a period of limitation with respect to 
other obligations the Design-Builder might have under the Design-Build Documents. Establishment of the one-year 
period for correction of Work as described in Section A.12.2.2 relates only to the specifrc obligation of the Design- 
Builder to correct the Work, and has no relationship to the time within which the obligation to comply with the 
Design-Build Documents may be sought to be enforced, nor to the time within which proceedings may be commenced 
to establish the Design-Builder's liability with respect to the Design-Builder's obligations other than specifically ta 
correct the Work. 

Q A,12,3 ACCEPTANCE OF NONCONFORMING WORK 
$ A.12.3,'l If the Owner prefers to accept Work not in accordance with the requirements of the Design-Build Documents, 
the Owner may do so instead of requiring its removal and correction, in which case the Contract Sum will be equitably 
adjusted by Change Order. Such adjustment shall be effected whether or not final payment has been made. 

ARTICLE A.13 MISCELLANEOUS PROVISIONS 
8 A.13.1 GOVERNING LAW 
8 A,13,1.1 The Design-Build Contract shall be governed by the law of the place where the Project is located. 

5 A.13.2 SUCCESSORS AND ASSIGNS 
$ A.13.2.1 The Owner and Deign-Builder respectively bind themselves, their partners, successors, assigns and legal 
representatives to the other party hereto and to partners, successors, assigns and Iegal representatives of such other - ----- 
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party in respect to covenants, agreements and obligations contained in the Design-Build Documents. Except as 
provided in Section A.13.2.2, neither party to the Design-Build Contract shall assign the Design-Build Contract as a 
whole without written consent of the other. If either party attempts to make such an assignment without such consent, 
that party shall nevertheless remain legally responsible for a l l  obligations under the Design-Build Contract. 

$ A.13.2.2 The Owner may, without consent of the Design-Builder, assign the Design-Build Contract to an institutional 
lender providing construction financing for the Project. In such event, the lender shall assume the Owner's rights and 
obligations under the Design-Build Documents. The Design-Builder shall execute all consents reasonably required to 
facilitate such assignment. 

0 A.13.3 WRITTEN NOTICE 
0 A.13.3.1 Written notice shalI be deemed to have been duly served if deGvered in person to the individual or a member 
of the fEm or entity or to an officer of the corporation for which it was intended, or if sent by registered or certified 
mail to the Iast business address known to the party giving notice. 

0 A.13.4 RIGHTS AND REMEDIES 
0 A.13.4.1 Duties and obligations imposed by the Design-Build Documents and rights and remedies available 
thereunder shall be in addition to and not a limitation of duties, obligations, rights and remedies otherwise imposed or 
available by law. 

0 A,13.4.2 No action or failure to act by the Owner or Design-Builder shall constitute a waiver of a right or duty 
afforded them under the Design-Build Documents, nor shall such action or failure to act constitute approvaI of or 
acquiescence in a breach thereunder, except as may be specifically agrekd in writing. 

0 A.43.5 TESTS AND INSPECTIONS 
0 A.13.5.1 Tests, inspections and approvals of portions of the Work required by the Design-Build Documents or by 
laws, ordinances, rules, regulations or orders of public authorities having jurisdiction shall be made at an appropriate 
time. Unless otherwise provided, the Design-Builder shall make arrangements for such tests, inspections and approvals 
with an independent testing laboratory or entity acceptable to the Owner or with the appropriate public authority, and 
shall bear dI related costs of tests, inspections and approvals. The Design-Builder shall give timely notice of when and 
where tests and inspections are to be made so that the Owner may be present for such procedures. 

0 A.13.5.2 If the Owner or public authorities having jurisdiction determine that portions of the Work require additional 
testing, inspection or approval not included under Section A.13.5.1, the Owner shall in writing instruct the Design- 
Builder to make arrangements for such additional testing, inspection or approval by an entity acceptable to the Owner, 
and the Design-Builder shall give timely notice to the Owner of when and where tests and inspections are to be made 
so that the Owner may be present for such procedures. Such costs, except as provided in Section A.13.5.3, shall be at 
the Owner's expense. 

0 A.13.5.3 If such procedures for testing, inspection or approval under Sections A.13.5.1 and A.13.5.2 reveal failure of 
the portions of the Work to comply with requirements established by the Design-Build Documents, all costs made 
necessary by such failure, including those of repeated procedures, shall be at the Design-Builder's expense. 

$ A,13.5.4 Required certificates of testing, inspection or approval shall, unless otherwise required by the Design-Build 
Documents, be secured by the Design-Builder and promptly delivered to the Owner. 

$ A.13.5,5 If the Owner is to observe tests, inspections or approvals required by the Design-Build Documents, the 
Owner will do so promptly and, where practicable, at the normal place of testing. 

0 A.13.5.6 Tests or inspections conducted pursuant to the Design-Build Documents shall be made promptly to avoid 
unreasonable delay in the Work. 

0 A.13.6 COMMENCEMENT OF STATUTORY LIMITATION PERIOD 
$ A.13.6.1 As between the Owner and Design-Builder: 

.I Before Substantial Completion. As to acts or failures to act occurring prior to the relevant date of 
Substantial Completion, any applicable statute of limitations shall commence to run and any alleged 
cause of action shall be deemed to have accrued in any and all events not later than such date of 
Substantial Completion; 

----- 
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38S7 
.2 Between Substantial Completion and Final Application for Payment. As to acts or failures to act 

occurring subsequent to the relevant date of Substantial Completion and prior to issuance of the final 
Application for Payment, any applicable statute of limitations shall commence to run and any alleged 
cause of action shall be deemed to have accrued in any and all events not later than the date of issuance 
o f  the final Application for Payment; and 
After Final Application for Payment. As to acts or failures to act occurring after the relevant date of 
issuance of the final Application for Payment, any applicable statute of limitations,%hall commence to 
run and any alleged cause of action shall be deemed to have accrued in any and a_ll events not later than 
the date of any act or failure to act by the Design-Builder pursu 
Section A.3.5, the date of any correction of the Work or failure 
Builder under Section A.12.2, or the date of actual commission 
any duty or obligation by the Design-Builder or Own~r~-'SYhiah6ver occurs last. 

.3 

mfananty provided under 
the Work by the Design- 
er act or failure to perform 

i -  

ARTICLE A.14 TERMINATION OR SUSPENSION OF THE DESIGN-BUILD CONTRACT 

0 A,14,1,1 The Design-Builder may terminate the Design-Build Contract if the Work is stopped for a period of 30 
consecutive days through no act or fault of the Design-Builder or a Contractor, Subcontractor or their agents or 
employees or any other persons or entities performing portions of the Work under direct or indirect contract with the 
Design-Builder, for any of the following reasons: 

issuance of an order of a court or other public authority having jurisdiction which requires all Work to 
be stopped; 
an act of government, such as a declaration of national emergency which requires all Work to be 
stopped; 
the Owner has failed to make payment to the Design-Builder in accordance with the Design-Build 
Documents; or 3 

the Owner has failed to furnish to the 

0 A.14.1 TERMINATION BY THE DESIGN-BUILDER 

.I 

.2 

.3 

.4 r promptly, upon the Design-Builder's requet, I 

reasonable evidence as requked, by S I /  

A,I 4.1 .2 The Design-Builder may terd-nate the Design-Build Contract if, through no act or fault of the Design- 
Builder or a Contractor, Subcontracior or their agents or employees or any other persons or entjties performing 
portions of the Work under direct or indirect contract with the Design-Builder, repeated sgspensions, delays or 
interruptions of the entire Work by the Owner, as described in Section A.14.3, copktitute in the aggregate more than 
100 percent of the total number of days scheduled for completion, or 120 days k any 365-day period, whichever is 
less. 

0 A,14.1.3 lfone of the reasons described in Sections A.14.1.1 or A.14.1.2 exists, the Design-Builder may, upon seven 
days' written notice to the Owner, terminate the Design-Build Contract and recover from the Owner payment for 
Work executed and for proven loss with respect to materials, equipment, tools, and construction equipment and 
machinery, including reasonable overhead, profit and damages. 

0 A.44.1.4 If the Work is stopped for a period of 60 consecutive days through no act or fault of the Design-Builder or a 
Contractor or their agents or employees or any other persons performing portions of the Work under a direct or 
indirect contract with the Design-Builder because the Owner has persistently failed to fulfill the Owner's obligations 
under the Design-Build Documents with respect to matters important to the progress of the Work, the Design-Builder 
may, upon seven additional days' written notice to the Owner, terminate the Design-Build Contract and recover from 
the Owner as provided in Section A.14.1.3. 

0 A.14.2 TERMINATION BY THE OWNER FOR CAUSE- 
§ A,14.2.1 The Owner may terminate the DesigpBuild Contract if the Design-Builder: 

- - 

.I 

.2 

.3 

A 

persistently or repeatedly refuses or fails to supply enough properly skilled workers or proper materials; 
fails to make paym,ent to Contractors for services, materials or labor in accordance with the respective 
agreements between the Design-Builder and the Architect and Contractors; -' 
persistently disregards laws, ordinances or rules, regulations or orders'of a public authority having 
jurisdiqtion; or 
otherwise is guilty of substantial breach of a provision of the Design-Build Documents. 
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§ A.14.2.2 When any of the above reasons exist, the Owner may without prejudice to any other rights or remedies of the 
Owner and after giving the Design-Builder and the Design-Builder's surety, if any, seven days' written notice, 
terminate employment of the Design-Builder and may, subject to any prior rights of the surety: 

.I 

.2 

.3 

take possession of the site and of all materials, equipment, tools, and construction equipment and 
machinery thereon owned by the Design-BuiIder; 
accept assignment of contracts pursuant to Section A.5.5.1; and 
finish the Work by whatever reasonable method the Owner may deem expedient, gp6n request of the 
Design-Builder, the Owner shall furnish to the Design-Builder a detailed accounting of the costs 
incurred by the Owner in finishing the Work. 1 ,  

I 1  

- - ?  

4 A,14.2.3 When the Owner terminates the Design-Build Contract for one oftbk rdabons state'd in Section A.14.2.1, the 
Design-Builder shall not be entitled to receive further payment until t&Work'is finished. 

sA.14.2.4 If the unpaid balance of the Contract Sum exceeds @s@ of finishing the Work and other damages incurred 
by the Owner and not expressly waived, such excess shall be paid to the Design-Builder. If such costs and damages 
exceed the unpaid balance, the Design-Builder shaU pay the difference to the Owner. 

A.14.3 SUSPENSION BY THE OWNER FOR CONVENIENCE 
§ A.14.3.1 The Owner may, without cause, order the Design-Builder in writing lo suspend, delay or interrupt the Work 
in whole or in part for such period of time as the Owner may determine. 

fj 14.14.3.2 The Contract Sum and Contract Time &all be adjusted for increases in the cost and time caused by 
suspension, delay or interruption as described in Section A.14.3:l;'Adj6stment of the Contract Sum shall include 
profit. No adjustment shall be made to the extent: . $  

.I 

.2 

that performance is, was or would have,been so suspended, delayed or interrupted by another c 
which the Design-Builder is responsi@e;dr 
that an equitable adjustment is e-dfdenied under another provision of the Design-Build 

".I.. . '. 1. 

. .  . -  . .  
.. . , a  

- 2 .  0 A.14.4 TERMINATION BY THE OWNER ' C - ,  '1 FOR 7 CONVENIENCE . .  
0 A.14.4.1 The Owner may, at q y  time, terminate the Design-Build Contract for the 0 
cause. 

$ A,14.4.2 Upon receipt of written notice from the Owner of such terminatioij fo$-the'Owner's convenience, the 
Design-Builder shall: 

.I 
,2 

.3 

r's Convenience and without 

cease operations as directed by the Owner in the notice; 
take actions necessary, or that the Owner may direct, for the protection and preservation of the Work; 
and 
except for Work directed to he performed prior to the effective date of termination stated in the notice, 
terminate all existing contracts and purchase orders and enter into no further contracts and purchase 
orders. 

$ A.14.4.3 In the event of termination for the Owner's convenience prior to commencement of construction, the 
Design-Builder shall be entitled to receive payment for design services performed, c $ t g s i w e & e @ &  =I --- f termination for the . .  

, --_ 
r 

-I___ -~--- 
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Determination of the Cost of the Work 

for the following PROJECT: 
(Name and locution or address) 
South Kentucky RBX! 
Sqnerset O f f i c e  
Somerset, Kentucky 42503 

THE OWNER: 
(Name and address) 
South Kentucky REX32 legal consequences. 
925-929 N. Main S t r e e t  
Ckiwxset, Kentucky 42503 

THE DESIGflnBUILDER: 
(Name and address) 

153 Blue Sky Parkway 
Lexington, Kentucky 40509 

This document has important 

Consultation with an attorney 
is encouraged with respect to 
its completion or modification. 
Consultation with an attorney Is 
also encouraged with respect to 
professional licensing 
requirements in the jurkdlction 
where the Project Is located. 

.' D. W. Wilburn, Inc. 

;a *.. .* .. - 
* .  

ARTICLE B.1 CONTROL ESTIMATE 
$ B.l.1 Where the Contract Sum is the Cost 
Price pursuant to Section 4.3 of the Agrgeh 
pesign-Builder's frrst Application f$r@y&ent, in writing, a Control Estimate. 

ted Cost of the Work plus the'lDesign-Builder's Fee. The Control Estima 

8 B,1.2 The Control Estimate shall include: 

Design-Builder's Fee without a Gug$ 
er shall prepare and submit to t$e.Q&e$prior to the 

$a@ shall include the 
tonmonitor actual costs. 

" .  

.I 

.2 

.3 

the documents enumerated in Article 8 of the Agreement, in thereto and the Terms 
and Conditions of the Contract; 
a statement of the estimated Cost of the Work showing separately the compensation for design services, 
construction costs organized by trade categories or systems and the Design-Builder's Fee; and 
contingencies for further development of design and construction. 

9 8.1.3 The Design-Builder shall meet with the Owner to review the Control Estimate. In the event that the Owner 
discovers any inconsistencies or inaccuracies in the information presented, it shall promptly notify the Design-Builder, 
who shall make appropriate adjustments to the Control Estimate. When the Control Estimate is acceptable to the 
Owner, the Owner shall acknowledge its acceptance in writing. The Owner's acceptance of the Control Estimate does 
not'imply that the Control Estimate constitutes a Guaranteed Maximum Price. 

5 8.1.4 The Design-Builder shall develop and implement a detailed system of cost control that will provide the Owner 
with timely information as to the anticipated total Cost2fLhi.eWork. The cost control system shall compare the Control 
Estimate with the actual cost for activities in progre$i, $nd=hstimates for uncompleted tasks and pro 
infomation shall be reported to the Owner, in yritinf,,rio'Iater than the Design-Builder's first Applicatio 
and shall be =vised mon ash~tua l ly  agreed. 

., .: 1 i - 
ARTICLE B,2 COSTS TO BE 

TGe term'Cost of the y o &  
Work: Such costs shall,& atrates not higher than the standard paid at the place of&<J%oject except with prior consent of 
the Owner. The Cost of the Work shaU include only the items set forth in this Micle B.2. 

, 'I * . .  . .  
: .i.;: i; 

/<.' SI 'I - 
-8. . -  3 B12.1 COST OF THE WORK _*. . . 

sarily incurred by the Design-B@ld$i.@th6 proper performance of the 

--.. - 1- 
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5 8.2.2 LABOR COSTS 
5 B.2.2.1 Wages of construction workers directly employed by the Design-Builder to perform the construction of the 
Work at the site or, with the Owner’s approval, at off-site locations. 

$ B.2.2.2 Wages or salaries of the Design-Builder’s supervisory and administrative personnel when stationed at the site 
with the Owner’s approval. 

5 B.2.2.3 Wages and salaries of the Design-Builder’s supervisory or administrative personnel engaged at factories, 
workshops or on the road, in expediting the production or transportation of materials or equipment required for the 
Work, but only for that portion of their time required for the Work. 

$ 8.2.2.4 Costs paid or incurred by the Design-Builder for taxes, insurance, contributions, assessments and benefits 
required by law or collective bargaining agreements and, for persannel not covered by such agreements, customary 
benefits such as sick leave, medical and health benefits, holidays, vacations and pensions, provided such costs are 
based on wages and salaries included in the Cost of the Work under Sections B.2.2.1 through B.2.2.3. 

$8.2.3 CONTRACT COSTS 
$ 8.2.3.1 Payments made by the Design-Builder to Contractors in accordance with the requirements of their contracts. 

5 B.2.4 COSTS OF MATERIALS AND EQUIPMENT INCORPORATED IN THE COMPLETED CONSTRUCTION 
5 B.2.4.1 Costs, including transportation and storage, of materials and equipment incorporated or to be incorporated in 
the completed construction. 

0 B.2.4.2 Costs of materials described in the preceding Section B.2.4.1 in excess of those actually installed to allow for 
reasonable waste and spoilage. Unused excess materials, if any, shall become the Owner’s property at the completion 
of the Work or, at the Owner’s option, shall be sold by the Design-Builder. Any amounts realized from such sales shall 
be credited to the Owner as a deduction from the Cost of the Work. 

$ 8,2.5 COSTS OF OTHER MATERlAtqAND EQUIPMENT, TEMPORARY FACILITIES AND RELATED ITEMS 
$8.2.5.1 Costs, including transportation and storage, installation, maintenance, dismantling and removal of materials, 
supplies, temporary facilities, machinery, equipment, and hand tools not customarily owned by construction workers, 
that are provided by the Design-Builder at the site and fully consumed in the performance of the Work; and cost (less 
salvage value) of such items if not fully consumed, whether sold to others or retained by the Design-Builder. The basis 
for the cost of items previously used by the Design-Builder shall mean the fair market value. 

$ B.2.5.2 Rental charges for temporary facilities, machinery, equipment, and hand tools not customarily owned by 
construction workers that are provided by the Design-Builder at the site, whether rented from the Design-Builder or 
others, and costs of transportation, installation, &nor repairs and replacements, dismantling and removal thereof. 
Rates and quantities of equipment rented shall be subject to the Owner’s prior approval. 

$ B.2.5;3 CGis of removal of debris from the site. 

0 8.23.4 Cost of document reproductions, facsimile transmissions and long-distance telephone calls, postage and 
parcel delivery charges, telephone service at the site and reasonable petty cash expenses of the site office. 

5 B25.5 That portion of the reasonable expenses of the Design-Builder’s personnel incurred while traveling in 
discharge of duties connected with the Work. 

$ k2.5.6 Costs of materials and equipment suitably stored off the site at a mutually acceptable location, if approved in 
advance by the Owner. 

$ B.2.6 DESIGN AND OTHER CONSULTING SERVICES 
5 8.2.6.1 Compensation, including fees and reimbursable expenses, paid by the Design-Builder for design and other 
consulting services required by the Design-Build Documents . 
$ B.2.7 MISCELLANEOUS COSTS 
$ 8.2.7.1 That portion of insurance and bond premiums that can be directly attributed to t h i s  Design-Build Contract, 

._. ~ 
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Q 8.2.7.2 Sales, use or similar taxes imposed by a governmental authority that are related to the Work. 

$ B.2,7.3 Fees and assessments for the building permit and for other permits, Licenses and inspections for which the 
Design-Builder is required by the Design-Build Documents to pay. 

5 8.2.7.4 Fees of laboratories for tests required by the Design-Build Documents, except those relaJed, to defective or 
non-confonning Work for which reimbursement is excluded by Section A.13.5.3 of Exhibit &i'@ and Conditions, 
or other provisions of the Design-Build Documents, and which do not fall within the scopg6f&&fon A.13.5.3. 

0 B.2.7.5 Royalties and license fees paid for the use of a particular design, proc-w&rToduct required by the Design-. 
Build Documents; the cost of defending suits or claims for i n f r i n g e m e n t p ~ ~ a ~ ~ ~ r ~ ~ t s  arising from such requirement 
of the Design-Build Documents; and payments made in accordance F' qitl&@t?$dgments - against the Design-Builder 
resulting from such suits or claims and payments of settlements p$lf%th' the Owner's consent. However, such costs 
of legal defenses, judgments and settlements shall not be inc@:detajn the calculation of the Design-Builder's Fee or 
subject to the Guaranteed Maximum Price. If such royalties, fees and costs are excluded by the last: sentence of Section 
A.3.16.1 of Exhibit A, Terms and Conditions, or other provisions of the Design-Build Documents, then they shall not 
be included in the Cost of the Work, 

3 8.2.7.6 Data processing costs related to the Work. 

E- 4 
I& 

- T, + 

$ B.2.7.7 Deposits Iost for catises other than the Design-Builder's negligenp or failure to fulfill a specific 
responsibility to the Owner as set forth in the Desig 

5 8.2.7.8 Legal, mediation and arbitration costs, 
between the Owner and Design-BuiIder, reason 
and with the Owner's prior written approval, whi$h 

$ 8.2.7.9 Expenses incurred in accordance'<$thlthe Design-Builder's standard personnel policy for.~ejG&$onand 
temporary living allowances of pe 

0 B,2.8 OTHER COSTS AND EMER 
$8.2.8.1 Other costs incmed in the performance of the Work if and to the exie2 
the Owner. 

0 8,2.8.2 Costs due to emergencies incurred in taking action to prevent threatened damage, injury or loss in case of an 
emergency affecting the safety of persons and property, as provided in Section A.10.6 of Exhibit A, Terms and 
Conditions. 

: I  , 

than those arising from disputes 
lder in the performance of the 

. _  .. i. '75 
.L. ,-e+ .$ . .  

.a ,* . !  

$5quired for the Work, if approved by the Ow 

$8.2.8.3 Cost of repairing or correcting damaged or non-conforming Work executed by the Design-Builder, 
Contractors, Subcontractors or suppliers, provided that such damaged or non-conforming Work was not caused by 
negligence or failure to fulfill a specific responsibility of the Design-Builder and only to the extent that, the cost of 
repair or correction is not recoverable by the Design-Builder from insurance, sureties, Contractors, Subcontractors or 
sUpp1iers. 

ARTICLE 8.3 COSTS NOT TO BE REIMBURSED 
Q B.3.1 The Cost of the Work shall not include: 

Q 8.3.1.1 Salaries and other compensation of th2D 
office or offices other than the site office, t x t  

0 B.3.12 Expenses of the Desigq 

5 B.3.1,3 Overhead a 

5 8.3.1.4 The Dtisign-Builder's capital expenses, including interest on the D 
Work. 

's personnel stationed at the Design-Builder 
provided in Sections B.2. 

.--:! ~ 

er!s principal office and offices other than the site o 

s, except as may be expressly included i 

.. :. >::r 

3 '  

2'of this Exhibit. 

e. -,. 

$ 8.3.1.5 Rental costs of machinery and equipment, except as specifically provided in Section B.2.5.2. 
___ 
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$8.3.1.6 Except as provided in Section B.2.8.3 of this Agreement, costs due to the negligence or failure of the Design- 
Builder to fulfill a specific responsibility of the Design-Builder, Contractors, Subcontractors and suppliers or anyone 
directly or indirectly employed by any of them or for whose acts any of them may be liable. 

0 8.3.1.7 Any cost not specifically and expressly described in Article B.2, Costs to be Reimbursed. 

0 B.3.1,8 Costs, other than costs included in Change Orders approved by the Owner, that would cause the Guaranteed 
Maximum Price, if any, to be exceeded. 

ARTICLE B.4 DISCOUNTS, REBATES AND REFUNDS 
Q 6.4.1 Cash discounts obtained on payments made by the Design-Builder shall accrue to the Owner if (1) before 
making the payment, the Design-Builder included them in an Application for Payment and received payment from the 
Owner, or (2) the Owner has deposited funds with the Design-Builder with which to make payments; otherwise, cash 
discounts shall accrue to the Design-Builder. Trade discounts, rebates, refunds and amounts received from sales of 
surpIus materials and equipment shall accrue to the Owner, and the Design-Builder shall malce provisians so that they 
can be secured, 

$ 8.4.2 Amounts that accrue to the Owner in accordance with the provisions of Section B.4.1 shall be credited to the 
Owner as a deduction from the Cost of Work. 

ARTICLE B,5 CONTRACTS AND OTHER AGREEMENTS OTHER THAN FOR DESIGN PROFESSIONALS HIRED BY THE 

Q 6.5.1 Those portions of the Work that the Design-Builder does not customarily perform with the Design-Builder’s 
own personnel shall be performed by others under contracts or by other appropriate agreements with the Design- 
Builder. The Owner may designate specific persons or entities from whom the Design-Builder shall obtain bids. The 
Design-Builder shall obtain bids from Contractors and from suppliers of materials or equipment fabricated especially 
for the Work and shall deliver such bids to the Owner. The Owner shall then determine which bids will be agcepted. 
The Design-Builder shall not be required to contract with anyone to whom the Design-Builder has reasonable 
objection. 

$8.5.2 Contracts or other agreements shall conform to the applicable payment provisions of this Design-Build 
Contract, and shall not be awarded on the basis of cost plus a fee without the Owner’s prior consent. 

ARTICLE B.6 ACCOUNTING RECORDS 
$ B.6.1 The Design-Builder or any affiliated person or entity which performs a portion of the Work shall keep full and 
detailed accounts and exercise such controls as may be necessary for proper financial management under this 
Agreement, and the accounting and control systems shall be satisfactory to the Owner. The Owner and the Owner’s 
accountants shall be afforded access to, and shall be permitted to audit and copy, the Design-Builder’s records, books, 
correspondence, instructions, receipts, conlracts, purchase orders, vouchers, memoranda and other data relating to this 
Agreement, and the Design-Builder shall preserve these for a period of three years after final payment, or for such 
longer period as may be required by law. 

DESIGN-BUILDER 

$ 8.6.2 When the Design-Builder believes that all the Work required by the Agreement has been fully performed, the 
Design-Builder shall deliver to the Owner’s accountant a final accounting of the Cost of the Work. 

0 8.6.3 The Owner’s accountants will review and report in .writing on the DesignBuilder’s final accounting within 21 
days after delivery of the final accounting. Based upon such Cost of the Work as the Owner’s accountants report to be 
substantiated by the Design-Builder’s final accounting, and provided the other conditions of Section A.9.10 of the 
Agreement have been met, the Owner will, within seven days after receipt of the written report of the Owner’s 
accountants, notify the Design-Builder in writing of the Owner’s intention to make final payment or to withhold final 
payment. 

0 8.6.4 If the Owner’s accountants report the Cost of the Work as substantiated by theDesign-Builder’s final accounting 
to be less than claimed by the Design-Builder, the Design-Builder shall be entided to initiate resolution of the dispute 
pursuant to Article 6 of the Agreement and Article A.4 of Exhibit A, Terms and Conditions, for the disputed amount. If 
the Design-Builder fails to so initiate resolution of the dispute within the period of time required by Section A.4.1.2 of 
Exhibit A, Terms and Conditions, the substantiated amount reported by the Owner’s accountants shall become binding 
on the Design-Builder. Pending a final resolution pursuant to Article 6 of the Agreement and Article A.4 of Exhibit A, 
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Terms and Conditions, the Owner shaU pay the Design-Builder the amount, if any, determined by the Owner's accountant 
to be due the Design-Builder. 

I 

9 B.6.5 If, subsequent to final payment and at the Owner's request, the Design-Builder incurs costs in connection with the 
correction of defective or non-conforming work as described in Article B.2, Costs to be Reimbursed, and not excluded by 
Article B.3, Costs Not to be Reimbursed, the Owner shall reimburse the Design-Builder such costs and the Design- 
Builder's Fee applicable thereto on the same basis as if such costs had been incurred prior to final payment, but not in 
excess of the Guaranteed Maximum Price, if any. If the Design-Builder has participated in savings as provided in Section 
4.4.3.1 of &he Agreement, the amount of such savings shall be recalculated and approptiafe crkdit given to the Owner in 
determining the net amount to be paid by the Owner to the Design-Builder, 

. ,  

. .  " .  . _  
. ,. 

~ - - - - - - _ -  -.__.__I____ 
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Insurance and Bonds 

for fhe following PROJECT: 
(Name and locution or address) 
South Kentucky RMX: 
Somerset O f f i c e  
Somerset, Kentucky 42503 

THE OWNER 
(Name and address) 
South Kentucky 
925-929 N. Main S k e e t  

Kentucky 42503 
T&%%&fUILDER 
(Name bnd address) 
D. w. Wilburn, Inc, 
153 Blue Sky P a r h a y  
Wington, Kentucky 40509 

legai consequences. 
Cansultatio? with an attorney 
Is encouraged with respect to 
its completion or modiflcation. 
ConsultaPon with an attorney is 
also encouraged with respect to 
professlonal licensing 
requlrements in the Jurisdiction 
where the Project is located. 

i 

ARTICLE C.1 
The Owner and Design-Builder shall p 
or as followvs: 
(Spec@ changes, ifany, to the req 
applicable limits arid deductible a 

insurance as required by the Des 

Documents, and for ea 

Builders Risk and General Liabi l i ty  insurance to be 
stark of work. 

ARTICLE C.2 
The Design-Builder shall provide surety bonds as follows: 
(SpeciJj, type and penal sum of bonds. J 

100% Payment & Perfomcei Bond based on contract amount to be determined. 

5 C.2.1 Upon the xequest of any person or entity appearing to be a potential beneficiary of bonds covering payment 
of obligations arising under the Agreement, the Design-Builder shall promptly furnish a copy of the bonds or shall 
permit a copy to be made. . *  

;i 
.-ill) 
.. 

- -  ... s i  

~ ..-__I_ 
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ATouchstone EnergfGopentive &$< 

The Design Build Contract list a guaranteed maximum price under Section 4.42. Ths 
amount will be entered and signed off on once the final bid negation have been 
completed and agreed upon. 

The Original Guarantee Maximum Price was the budget projection of the project dated 
February 2,2005. 

The Second Guaranteed Maximum Price was the total of the bids once the design bid 
process was completed dated May 15,2008. 

The last Guaranteed Maximum Price is the document dated February 26, 2009, that 
factored in construction price deflation. 

Albany 606-387-6476 Monticello 606-348-6771 Russell Springs 270-866-3439 Whitley City 606-376-5997 
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D. W, WILBURN, INC. 
153 Blue Sky Parkway 

Lexington, Kentucky 40509 
(859) 263-2720 

FAX (859) 263-5692 

February 26th, 2009 

, 

South Kentucky RECC 
925-929 N. Main Street 
Somerset, Kentucky 42503 

A”N: Allen Anderson 

RE: South Kentucky RECC Corporate Administration & Operations Facility 

Please find attached our “in house” projections far construction price deflation we are 
now experiencing. Please note that these are strictly in house projections and before 
contracts can be written, pricing will need to be reconfirmed with each low bidder on the 
project . 

Should you have any further questions, feel fiee to contact me. 

Sincerely, 
D. W. Wilburn, Inc. 

Doug Wilburn 
Psesident 
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