ATTORNEYSATLAW

Kentucky Home Trust Building, 450 South Third Street, Louisville, Kentucky 40202-1410
Telephone (502) 569-7525 Telefax (502) 569-7555  www.rubinhays.com

CHARLES S. MUSSON
W. RANDALL JONES
CHRISTIAN L. JUCKETT

October 16, 2008

Ms. Stephanie Stumbo

Executive Director OCT 1 7 72008
Public Service Commission o 11 A
P.O. Box 615 e )

Frankfort, Kentucky 40602
Re:  Southside Water Association Water Project

Dear Ms. Stumbo: 2008 - q q (ﬁ

Enclosed please find the original and ten (10) copies of the Application of the Southside
Water Association for an Order approving construction financing, increased water rates and issuing
a Certificate of Public Convenience and Necessity pursuant to KRS 278.023.

Also enclosed are eleven (11) copies of the exhibits required pursuant to 807 KAR 5.069,
and the Preliminary and Final Engineering Reports, of which two copies are enclosed.

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

Rubin & Hays

5 %
W. Randall Jou

WRI:;jlm
Enclosures

cc: Cole Mitcham, P.E.
Ms. Jeanne Griffith, Southside Water Association
Mr. Clay McKnight, USDA, Rural Development



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

THE APPLICATION OF SOUTHSIDE WATER
ASSOCIATION, INC., OF LEE COUNTY,
KENTUCKY FOR A CERTIFICATE OF

PUBLIC CONVENIENCE AND NECESSITY TO
CONSTRUCT, FINANCE AND INCREASE RATES
PURSUANT TO THE PROVISIONS OF KRS 278.023

NO. ?C m/u(q(o

' e S ' ' e’

APPLICATION

This Application of the Southside Water Association, Inc., (the "Applicant") of Lee County,
Kentucky, respectfully shows:

1. That the Applicant is a non-profit water association of Lee County, Kentucky, created
and existing under and by virtue of Chapter 273 of the Kentucky Revised Statutes.

2. That the post office address of the Applicant is:

Southside Water Association, Inc.
c/o Mr. Eugene Barrett, President
P.O. Box 1007

Beattyville, Kentucky 41311

3. That the Applicant, pursuant to the provisions of KRS 278.020 and 278.023, seeks
(i) a Certificate of Public Convenience and Necessity, permitting the Applicant to construct a water-
works construction project, consisting of extensions, additions, and improvements (the "Project")
to the existing waterworks system of the Applicant; (ii) approval of the proposed plan of financing
said Project; and (iii) approval of an increase in Applicant’s water rates.

4. That the proposed Project includes the (i) construction of a 100,000 gallon ground
storage tank; (ii) construction of a 125 GPM booster pump station; and (iii) installation of
approximately 4,900 linear feet of 6-inch water line.

5. That the Applicant proposes to finance the construction of the Project through
(i) issuance of a Promissory Note in the principal amount of $344,000; and (ii) a USDA, Rural
Development ("RD") grant in the amount of $225,000. The Applicant has a commitment from RD



to purchase said $344,000 note maturing over a 40-year period, at an interest rate of not exceeding
4.125% per annum.

6. That the Applicant does not contemplate having the Project constructed with any
deviation from minimum construction standards of this Public Service Commission.

7. That the Applicant files herewith the following Exhibits pursuant to 807 KAR 5:069
in support of this Application:

A. Copy of Applicant’s Articles of Incorporation and By-Laws.
B. RD Letter of Conditions.

C. Copy of RD Letter of Concurrence in Bid Award.

D. Copy of Preliminary and Final Engineering Reports.

E. Certified statement from the President of the Applicant, based upon statements of the
Engineers for the Applicant, concerning the following;:

(1) The proposed plans and specifications for the Project have been designed to
meet the minimum construction and operating requirements set out in
807 KAR 5:066, Section 4(3) and (4); Section 5(1); Sections 6 and 7;
Section 8(1) through (3); Section 9(1) and Section 10;

(2) All other state approvals or permits have already been obtained;

(3)  The proposed rates of the Applicant shall produce the total revenue
requirements set out in the engineering reports; and

(4) Setting out the dates when it is anticipated that construction will begin and
end.

8. That Applicant has arranged for the publication, prior to or at the same time this
Application is filed, of a Notice of Proposed Rate Change pursuant to Section 2 of 807 KAR 5:069,
in the Beattyville Enterprise which is the newspaper of general circulation in Applicant's service area
and in Lee County, Kentucky. Said Notice sets out the Applicant's current rates and proposed rates
and a short description of the Project. A copy of said Notice is filed herewith as an Exhibit.

9. That the foregoing constitutes the documents necessary to obtain the approval of the
Kentucky Public Service Commission in accordance with Section 278.023 of the Kentucky Revised
Statutes and in accordance with the "Filing Requirements" specified in 807 KAR 5:069, Section 1.



WHEREFORE, the Applicant, the Southside Water Association, Inc., asks that the Public
Service Commission of the Commonwealth of Kentucky grant to the Applicant the following:

a.

A Certificate of Public Convenience and Necessity permitting the Applicant to
construct a waterworks project consisting of extensions, additions, and improvements
to the existing waterworks system of the Applicant.

An Order approving the financing arrangements made by the Applicant, viz., the
issuance of a $344,000 Promissory Note at an interest rate of not exceeding 4.125%

per annum; and an RD grant in the amount of $225,000.

An Order approving the proposed increased rates as set out in Section 27 of the RD
Letter of Conditions filed herewith as an Exhibit.

SOUTHSIDE WATER ASSOCIATION, INC.

Board of Directors

RUBIN & HAYS

By: jﬁﬁéf‘fév E;@/ZM/ |

Coungel for Applié
Kentucky Home(Trlist Building
450 South Third Street

Louisville, Kentucky 40202
(502) 569-7525




COMMONWEALTH OF KENTUCKY )
) SS:
COUNTY OF LEE )

The undersigned, Eugene Barrett, being duly swom, deposes and states that he is the
President of the Board of Directors of the Southside Water Association, Inc., the Applicant, in the
above proceedings; that he has read the foregoing Application and has noted the contents thereof;
that the same is true of his own knowledge, except as to matters which are therein stated on
information or belief, and as to those matters, he believes same to be true.

IN TESTIMONY WHEREOF, witness the signature of the undersigned on this
ﬁ/u‘m)Y 2o , 2008.

Subscribed, sworn and acknowledged to before me by Eugene Barrett, President of the Board

of Directors of the Southside Water Association, Inc., on this <5 ?22 3 b , 2008.

My Commission expires: __ ) |- A~ 2O/

m cg\\x\.

Notary Public* '
In and for said County and State

(Seal of Notary)






e | |
' |
- ‘ | fqdk‘ x 77

ARTICLES OF TNGORPOUAT TON
OF

SOUTIB IDE WATER, 1NC.
. BEATTYVILLE, KY. L1311

We, whose names are hersto subscribed, acting nu incorporaltars lor the
~sse of forming a nonproflt carporation under the provisions ol Chapler 271 |

heKils, agsuming and clalming all powers, riphts, privilepes nnd immuonities
%%giﬁrﬁpg;migﬁquPgd%egzﬁ?kporabe'under said laws, and do hereby alept the
owing krticles of Incorporation: :

ARTICLE T

MA M
The name of this corporation ghall ba SOUPNSTHE WATETR, TN,

AMUTTeLR 11

1

RECTSTERED OFFETCR AND AGENT

The repistered office of the corporation shall be at Neattyville,

e



gndenburg Heattyville, Ky. 41311

.. Comgs, Jr. Reattyville, Ky. 41311

red Congleton Neattyville, Ky 41311

d Mays Ueatty&jl]n, Ky 41311

emon Sa%lot Feattyville, Ky L13h
dley Stewart Beattydlle, Ky 4131

. Tincher. Beattyvilla, Ky 41311

d the following persons shal! he Officern:

esident - —cro- e e Sedley Stewart

ce Presidente----ewoomoooeon E. W. Rrandenburg
R Fremon Saylor
BABUIEI = " """""""""" V.M. Tincher

5. The Board of Directors shall have thdir annunl meeting alter the
nual meeting of members hereinafter provided for, st a time and place to be
signated by the President,and ril) elect Yrom their own number sz President,
ce President, Secretary and Treasurer, lnwever, the offices of 3rcretary anl
eagurer may be combined into one office.

. 6. The Roard of Directors shall have other meebinpgs as provided in the
—Lawsf
ARTICLE IX
MEETINGS

1. The annual meeting of the members of this corporation f{nr the pur-
se of electing directors and transatting such other business as may properly
me before it at such time, shall be held'on the lst Tuesday in April of each
ar at the Qime and place specified by the BHoard of Directo s.

2. Special meetings of the members of this corporation may be called

the President at any time or plaee within the county upon piving to each of
e members a nociée in writing mailed to his postal address as it appears in
e corporation records at leaset ten (10) days prior to such meeting; and such
egings ghall be called by him at any time uhnn written demand of the majority

the directors, or of any ten (10) members, and in case of his neglett or

sali'to call such

f?;q~a|:‘.vx : “;meﬁ;iﬁgq%:;hﬁcbikhall he the same as though called by the
L;idggtiilif che‘;hr;ése.éf.theJeétinﬂ is to ﬁmcnd Lhe articles, then the
tice of meetings signed by the Secretary shall set [orth the proposed amend-
nt in substance., Articles may be amended by a two-thirds vote of the members
esent at such a meeting or voting by proxy.
ARTICLE X
INCORPORATORS

The ngmes and addresses ol thg incorporators are:

.

Name Address
W. Brandenburg Reattyville, Kentucky 41311
dley Stewart Beattyville, Kentucky 413)1
emon Saylor Leattyville, Kentucky 41311
M, Tincher Peattyville, Kentucky 41311
ARTICLE XT
nY-LAWS

The corporation may make and hmend Ny-lLaws mt/}§§asure through its

ard of Directors,

1
i




BY - LAWS
OF

SOUTHSIDE WATER, INC., NONPROFIT CORPORAT ION

ARTICLE I
GENERATL PURPOSES

The purpose for which this corporation is formed, and the
powers which it may exerclse are set forth In the Articles of Incorporation of
the corporation,

ARTICLE II
NAME AND LOCATION

Section 1. The name of this corporation is Southslde Water,
Inc,

Sectlon 2. The principal office of this corporation shsall be
located in the Clty of Beattyviile, Lee County, Kentucky, but the corporstion
may maintain offices and places of buslnese at such other places wlithin the atate
as the board of dlrectors may determine.

Sectlon 3, The reglstered agent of the corporation {8 Buford A,

Short, Beattyville, Kentucky 41311,

ARTICLE I
SEAL
Section 1. The seal of thie corporation shall have inscrlbed
thereon the name of the corporatlon, State of Kentucky, and corpt;rete senl,
Sectlon 2. The secretary of the corporation shall have cust-

ody of the seal.
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willfully fzils to comply with these by-laws and other requirements, the
corporation, through the board of directors, may elect to purchase his
membership certiflcate snd terminatehis membership upon tender to him

or his helrs or legal repreeentatlves the membershlp fee of $10, 00 less

any lndebtedmess then due fr:om him to the corporation, Any member whose
memberehlp is so terminated for cause other than that of ceaslng to be
eligible may appeal from the action of the board of directors to s vote of

the members st the next regular meeting of the members or s specisl meeting

of the members called for such purpose,

ARTICLE »VI
MEMBLERSHIP CERTIFICATES
Section 1. This corporation shall not have capital stock, but
its capital shall be represented by membership certificates,
Section 2, The membership eertidlecates shall be Issued to
each holder or fully pald membership and shall be numbered consecutively,
in accordance with the order or issue. Each membership shall bear on its

face the following statements:

-

A. This membership certificate, No. ____, Is issued
and accepted in saccordance with snd subject to the
conditibons and restrictions stlpulated ln the articles
of incorporation and by-laws and amendments to the
same of the Southslde Water, Inc.

B, Translers of membership certificates ahil be made

only upon the books of the corporation, only to persons



Section 2, Notice of meetings of members of the
corporation may be glven by a notlce mailed to each member of record,
directed to the address shown upon the books of the corporat'lon. at
feast ten days prior to the meeting. Such a notice shall state the
nature, time, plece and purpose of the meeting, but no Isllure or
irregularity of notlce of any antual meetlng, reguarly held, shall

eflect any proceedings taken thereat,

Sectien 3. The members present at any meeting of
the members shall constitute a quorum at any meeting ol the
corporation for the transaction of business. The voting powers of the
members of this corporation shall be equal, each member shall have
one vote only, and voting by proxy shall be allowed,

Section 4. Directors of this corporation shall be

elected at the annual meetlng of the members.
Section 5, The order of business at the regular
meetings and so iir n= passible at all other meetings shdlf be :
‘ 1. Calling to order and prool of quorum
2, Proof of notlce of meeting
3. Neading and actlon on any unapproved minutes
4, Reports of officers and committees
5, Electlon of directors
6, Unfinished business

7. New business

8., Adjournment

-5~



meefing.,

Section 4, If the office of any director becomes vacant
by reason of death, resignation, retlrement, diequsallfication or
otherwise, except by removal [rom office, a ghajority of the remaining
directors through not less than a gquorum shall, by a majority 'vote,
choose a successor who shall hold office until the next annual meeting
of the members of the corporation, at which time the members shall
elect a director for the unexpired term, or terms.

Section 5. A majority of the board of directors shall
constitute a gquorum at any meeting of the board,

Section 6. Compensation of olfices may be [ixed at any
regular or speclal meeting of the members of the corporation.

Section 7, Offlcers and directors may be removed from
offiee In the following manner: Any member, officer, or direclor may pre-
sent charges agalnst a director or officer by filing them In writing with
the secretary of the corporation. If presented by a member, the
charges must be accompanled by a petitlon slgned by ten per cent of
the membes of the corporation. Such removal shall be voted at the
next regular meeting or speclal meeting of the members and shall be
effective g approved by s vote of a majority of the members., The
directors or officer sgainst whom such charges have been presented
shall be informed, in wrlting, of such charges [lve days prior to the
meeting, and shall have the opportunity at such meeting to be heard
In person or by counsel and to present witnesses; and the person
or persons preseating such charges agalnst him shall have the same

opportunity.



C'

To borrow from any souree, money, goods
or services, and to make and lssue noles and other
negotiable and transferable Instruments, mortgages
deeds of trust and trust agreements and to do ever
aclt and thing necessary to elfectuste the same,
To prescribe, adopt, and amend, from time to time,
such equitable uniform rules snd regulations as , iIn
thelr discretion, may be deemed essential or convenlent
for the conduct of the business and affalrs of the cor-
poration and guldance and control of lts offlcers and
employees, and to prescribe sdequate penalties for
the breach thereol,
To order, at leasét once a year, nn audit of the books
and accounts of the corporatlon by a quslified audlitor
or accountant. The report prepared by such auditor or
accountant shall be subinitted to the members of the
corporation at thelr annual meeting,
To [lx the charges to be paid by each member for
services rendered by the corporat lon to him, the time
of payment and manner of colection,
To require nll officers, agents end employees charged
wlith responsibility for the custody of any of the funds of
the corporaion to give adequate bonds, the costs thereol
to be pald by the corporat lon, and It shall be mandetory

upon the directors to so require,

-~



corporstion and of the board of directors and shall have general
charge and supervielon of the books and records of the corporation,
He shall glgn all the membership certificates with the president and
such other papes pertalning to the corporation as he may be authorized
or directed to do so by the board of directors. He shall provide a
fidelity bond In an amount to cover an amount equal to the largest sum
of money In hls possesslon a3 Sectetary-Treasurer at sany one time,
He shall serve all notices required by law and these by-laws and shall
make a full report of all matters and business pertaining to his office
and to the mee mbers at the annual meeting. He shall keep the corporate
seal and membershp certlficates records of the corporation, complete
and countersign all certldicates lssued and affix sald corporate senl to
all papers requiring seal. He shall kdep & proper niembereh‘p certifficate
record, showing the name of each member of the corporatlon and date of
lesuance, surrender, cancellation or forfelture, He shall make all
reports ®q ulred by law and shsll perform such other dutles as may be
required by law and shall perform such other dutles as may be required
by him by the corporatlon or the board of directors. Upaithe election of
his successor, the Secretary-Treasurer shall turn over to him all the
books and other property belonging to the corporatlon that he may have
in his possession. He ghall also perform such dutels with respect to
the flnances of the corporation as moy be prescribed by the board of
directors.

ARTICLE XI

BENEFITS AND DUTIES OF MEMBERS

-11~



interfering with the dellvery of water through & prlor
service line, then such service line shall be {nstalled at
such place ag may be designated by the corporation. Each
member will bi: required to dlg or have dsug a ditch for

the connectlon of the service line or lines from the property
line of the members to thelr dwelling or other pox'uo'n of his
premises and wlll also be required to purchase snd lnstall
the portion of the service line or llns [rom his property line
to the place of use on his premlses and to malntain such
portlon of such service line or llnes which shall be owned

by the member, at hle own expense, provided that the
corporation may, If the board of directers so determine,
purchase the pipe for and install such portlon of such service
line or lines, the costs of whith will, however, be pald by
the lndividual members,

Sectlon 3. Ench member s hsall be entltled to purchase from
the corporatlon pursuent to such agreembis as may from time to
time be provided and required by the corporation, such water for
domestic, llvestock and other purposes ag a member may desire,

.subject. however, to the provislons ol these by-laws and to such
rules and regulatlions as may be prescribed by the board of
directors, each member shall be entitled lo have dellvered to
him through a slngle service line only such water as may be
necessary to supply the needs of the persons residing In a
slngle dwelllng and of the liveslock owned by such persous and

for such other purposes ns needed, The water dellvered through

-13-



of directors. The fallure to pay water charges duly imposed
shall result ln the automatic imposlitlon of the following penalties:

A, Non-pasyment within ten days from the due date willbe
subject to a penalty of ten per cent of the delinquent
account, '

B. Non-payment within thirty days fron: th e due date
wlll result in the water belng shut off from the member's
property.

C. Non payment for sixty days after th'e original due date
will result in allowing the corporation , in addition to
all other rights and remedies to purchase the member's
memberbhilp certidicate and terminate his membership,
and, In such event the member sghall not be entitled to
recelve, nor the corporation obligated to supply, any
water,

| D, In the event It becomes necessary for the corporation to
shut off the water from a member's property, a fee of
$20, 00 will be charged for the reconnectlon of the services.
Sectlon 6, The board of directors shall be authorlzed to
require each member to enter Into water user's agreements which
shall embody the principles set forth irthe foregoing sectlons of this
article,
Sectlon 7, Membership may be canollled and/or water
service dlacoontinued by the corporation for any violatlon of any
rule, regulation, or condition of service and especlally br any of

the followlng rensons:

-15~



of the propetty and funds of the corporation or lts members,

or to deprive any member of rights and privileges then exlsting,
or so to amend the by-laws as to effect a fundamental change in
the policies of the corporation. Notlce of any amendments’

to be made at a special meeting of the directors must be given
at least en days before such n meeting and must set forth the
amendments to be consldered,

Amendments to these by-laws must, and will have, prior
approval of the lending institution, Lf an {ndebtedness is owed or
ourtstanding, before they become effective,

IN WETNESS WHEREOF we, the Board of Directors, have
at the organization meeting on this 5th day of June, 1868, adopted
the foregolng By-Laws,

BOARD QF DIRECTORS

~——

BY; 0 (e - ._/.vé;.‘_.i./? :

AL . . - o e oot

“Sedley Stewa(r . Presldent

Aﬁst:
N ;/,"w%c"‘/fz /Z —

Fremon Soylor, Sgtretary

seseskote ot e ok ok ok ok

I, FREEON SAYLOR, Secretary of the Southside Water, Inc,,

a corpordlon existing under the lsws of the State of Kentucky; hereby

certlfy that the sttached ls a true copy of the By-Laws, together with
all amendments thereto, as of the 6th day of June, 1968, which have been

duly adopted. /) /,/
“ y . (/:.,

r_.,.};__,_,’ CL/LC- . :/“"(_ /
SECRESEARB . 4

¢

'/

e






Rural =

Development

USDA
United States Department of Agriculture

Rural Development
Kentucky State Office

April 12, 2007

Mr. Eugene Barrett, President
Southside Water Association, Inc.
P.O. Box 1007

Beattyville, Kentucky 41311

Dear Mr. Barrett: .

This letter establishes conditions which must be understood and agreed to by you before further
consideration may be given to the application. The loan and grant will be administered on behalf of
the Rural Utilities Service (RUS) by the State and Area office staff of USDA Rural Development. Any
changes in project cost, source of funds, scope of services or any other significant changes in the
project or applicant must be reported to and approved by USDA Rural Development, by written
amendment to this letter. Any changes not approved by Rural Development shall be cause for
discontinuing processing of the application. It should also be understood that Rural Development is
under no obligation to provide additional funds to meet an overrun in construction costs.

This letter is not to be considered as loan and grant approval or as a representation as to the availability
of funds. The docket may be completed on the basis of a RUS loan not to exceed $344,000 and a RUS

grant not to exceed $225,000.

If Rural Development makes the loan, the interest rate will be the lower of the rate in effect at the time
of loan approval or the rate in effect at the time of loan closing, unless the applhicant otherwise chooses.
The loan will be considered approved on the date a signed copy of Form RD 1940-1, "Request for
Obligation of Funds," is mailed to you.

Please complete and return the attached Form RD 1942-46, "Letter of Intent to Meet Conditions," if
you desire that further consideration be given to your application.

The "Letter of Intent to Meet Conditions" must be executed within three weeks from the date of this
letter or it becomes invalid unless a time extension is granted by Rural Development.

If the conditions set forth in this letter are not met within 240 days from the date hereof, Rural
Development reserves the right to discontinue the processing of the application.

In signing Form RD 1942-46, "Letter of Intent to Meet Conditions," you are agreeing to complete the
following as expeditiously as possible:

771 Corporate Drive » Suite 200 - Lexington, KY 40503
Phone: (859) 224-7336 » Fax: (859) 224-7444 « TDD: (859) 224-7422 « Web: hitp/iwww.rurdev usda.goviky

Commiitted to the future of rural communities,

*USDA is an equal opportunity provider, employer and lender.”
To file a complaint of discrimination write USDA, Director, Office of Civil Rights,
1400 independence Avenue, SW, Washington, DC 20250-8410
or call (800) 795-3272 (voice) or (202) 720-6382 (TDD).
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Southside Water Association, Inc. Page 2

1. Number of Users and Their Contribution:

There shall be 592 existing water users. The Area Director will review and authenticate the
number of users prior to advertising for construction bids. No cash contribution is required by
the Association.

2. Grant Agreement:

Attached is a copy of RUS Bulletin 1780-12, "Water and Waste System Grant Agreement,” for
your review. You will be required to execute a completed form at the time of grant closing.

3. Drug-Free Work Place:

Prior to grant closing, the Association will be required to execute Form AD-1049,
"Certification Regarding Drug-Free Workplace Requirements (Grants) Alternative I - For
Grantees Other Than Individuals.”

4, Repayment Period:

The loan will be scheduled for repayment over a period not to exceed 40 years from the date of
the Promissory Note. Principal payment will not be deferred for a period in excess of two years
from the date of the Promissory Note. The Association may be required to adopt a
supplemental payment agreement providing for monthly payments of principal and interest so
long as the Promissory Note is held or insured by RUS. Monthly payments will be
approximate amortized installments.

5. Recommended Repayment Method:

Payments on this loan can be made using the Preauthorized Debit (PAD) payment method.
This procedure eliminates the need for paper checks and ensures timely receipt of RD loan
payments. To initiate PAD payments, Form SF 5510, “Authorization Agreement for
Preauthorized Payments,” should be signed by the Association to authorize the electronic
withdrawal of funds from your designated bank account on the exact installment payment due
date. The Area Director will furnish the necessary forms and further guidance on the PAD
procedure.

6. Reserve Accounts:

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

The Association will be required to deposit $155.00 per month into a "Funded Depreciation
Reserve Account” until the account reaches $18,600. The deposits are to be resumed any time
the account falls below the $18,600.

The required monthly deposits to the Reserve Account and required Reserve Account levels are
in addition to the requirements of the Association’s prior loan agreements.



Soutnside water Association, Inc. Page 3

10.

11

12.

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

The Association also needs to fund an account for short-lived assets by depositing a sum of
$1,480 monthly to the account. The funds in the short-lived asset account may be used by the

Association as needed to replace or add short-lived assets in the Association’s water system.

Security Requirements:

The loan will be secured by a real estate mortgage, a financing statement, and pledge of gross
water revenue, in the Loan Resolution and Financing Statement.

Land Rights and Real Property:

The Association will be required to furnish satisfactory title, easements, etc., necessary to
install, maintain and operate the facility to serve the intended users. The pipelines will be on
private rights-of-way where feasible. Easements and options are to be secured prior to
advertising for construction bids.

Organization:

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

Business Operations:

The Association will be required to operate the system under a well-established set of
resolutions, rules and regulations. A budget must be established annually and adopted by the
Association after review by Rural Development. At no later than loan pre-closing, the
Association will be required to furnish a prior approved management plan to include, as a
minimum, provisions for management, maintenance, meter reading, miscellaneous services,
billing, collecting, bookkeeping, making and delivering required reports and audits.

Accounts, Records and Audits:

The Association will be required to maintain adequate records and accounts and submit
statistical and financial reports, quarterly and annually, in accordance with subsection 1780.47
of RUS Instruction 1780 and RUS Staff Instruction 1780-4, a copy of which is enclosed.

The enclosed audit booklet will be used as a guide for preparation of audits. The Association
shall be required to submit a copy of its audit agreement for review and concurrence by Rural
Development prior to closing the loan.

Accomplish Audits for Years in Which Federal Financial Assistance is Received:

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



Southside Water Association, Inc. Page 4

13.

14.

Insurance and Bonding:

The following insurance and bonding will be required:

A.

Adequate Liability and Property Damage Insurance including vehicular coverage,
if applicable, must be obtained and maintained by the Association. The
Association should obtain amounts of coverage as recommended by its attorney,
consulting engineer and/or insurance provider.

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

Fidelity Bond - The Association will provide Fidelity Bond Coverage for all
persons who have access to funds. Coverage may be provided either for all
individual positions or persons, or through "blanket” coverage providing
protection for all appropriate employees and/or officials. The amount of coverage
required for all RUS loans is $19,000.

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

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

Planning and Performing Development:

A.

The engineer should not be authorized to commence work on final plans and
specifications until a determination has been made that the project can be planned
and constructed within the estimated cost shown in paragraph "24" of this letter.
The engineer may then proceed to develop final plans and specifications to be
completed no later than 210 days from this date, and prepare bid documents. The
Area Director is prepared to furnish the necessary guide to follow so as to keep
the project plans and documents within our guidelines and requirements. The
project should not be advertised for construction bids until all easements and
enforceable options have been obtained, and total funds are committed or
available for the project.

The following documents will be submitted to Rural Development for review and
must be concurred in by Rural Development prior to advertisement for
construction bids:

1. Final plans, specifications and bid documents.

2. Applicant's letter on efforts to encourage small business and minorty -
owned business participation.

3. Legal Service Agreements.

4. Engineering Agreements.
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Revision in these documents will be subject to Rural Development concurrence.
Any agreements, contracts, etc. not reviewed and approved by Rural
Development will not be eligible for payment from project funds or revenues
from facilities financed by this Agency.

15. Civil Rights & Equal Opportunity:

You should be aware of and will be required to comply with other federal statute requirements
including but not limited to:

A. Section 504 of the Rehabilitation Act of 1973:

Under Section 504 of the Rehabilitation Act of 1973, as amended (29 U.S.C.
794), no handicapped individual in the United States shall, solely by reason of
their handicap, be excluded from participation in, be denied the benefits of, or be
subjected to discrimination under any program or activity receiving Rural
Development financial assistance.

B. Civil Rights Act of 1964:

All borrowers are subject to, and facilities must be operated in accordance with,
Title VI of the Civil Rights Act of 1964 (42 U.S.C. 2000d et seq.) and Subpart E
of Part 1901 of this Title, particularly as it relates to conducting and reporting of
compliance reviews. Instruments of conveyance for loans and/or grants subject to
the Act must contain the covenant required by paragraph 1901.202(e) of this Title.

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

This Act (42 U.S.C. 12101 et seq.) prohibits discrimination on the basis of
disability in employment, state and local government services, public
transportation, public accommodations, facilities, and telecommunications. Title
11 of the Act applies to facilities operated by state and local public entities that
provide services, programs, and activities. Title III of the Act applies to facilities
owned, leased, or operated by private entities that accommodate the public.

D. Age Discrimination Act of 1975:

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

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

16. Closing Instructions:

The Office of General Counsel, our Regional Attorney, will be required to write closing
instructions in connection with this loan. Conditions listed therein must be met by the
Association.
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17.

18.

19.

20.

21.

Compliance with Special Laws and Regulations:

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

System Operator:

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

Prior to Pre-Closing the Loan, the Association Will Be Requred to Adopt:

A. Form RD 1942-8, "Resolution of Members or Stockholders."
Form RUS Bulletin 1780-28, "Loan Resolution Security Agreement."
Form RD 400-1, "Equal Opportunity Agreement."

Form RD 400-4, "Assurance Agreement.”

W o O ®

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

F. Form RD 1910-11, "Applicant Certification Federal Collection Policies for
Consumer or Commercial Debts."

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

H. RUS Bulletin 1780-22, “Eligibility Certification.”

Refinancing and Graduation Requirements:

The Association is reminded that if at any time it shall appear to the Government that the
Association is able to refinance the amount of the RUS indebtedness then outstanding, in whole
or in part, by obtaining a loan from commercial sources at reasonable rates and terms, upon the
request of the Government, the Association will apply for and accept such loan in sufficient
amount to repay the Government.

Commercial Interim Financing:

The Association will be required to use commercial interim financing for the project during
construction for the RUS loan portion of the financing, if available at reasonable rates and terms.

Before the loan is closed, the Association will be required to provide Rural Development with
statements from the contractor, engineer and attorneys that they have been paid to date in
accordance with their contract or other agreements and, in the case of the contractor, that he has
paid his suppliers and sub-contractors.
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22.

23.

24.

Disbursement of Project Funds:

A construction account for the purpose of disbursement of project funds (RUS) will be
established by the Association prior to start of construction. The position of officials entrusted
with the receipt and disbursement of RUS project funds will be covered by a "Fidelity Bond,"
with USDA Rural Development as Co-Obligee, in the amount of construction funds on hand at
any one time during the construction phase.

During construction, the Association shall disburse project funds in a manner consistent with
subsection 1780.76 (e) of RUS Instruction 1780. Form RD 1924-18, "Partial Payment
Estimate,” or similar form approved by Rural Development, shall be used for the purpose of
documenting periodic construction estimates, and shall be submitted to Rural Development for
review and acceptance. Prior to disbursement of funds by the Association, the Board of
Directors shall review and approve each payment estimate. All bills and vouchers must be
approved by Rural Development prior to payment by the Association.

Form RD 440-11, "Estimate of Funds Needed for 30-Day Period Commencing ," will
be prepared by the Association and submitted to Rural Development in order that a periodic
advance of federal cash may be requested.

Monthly audits of the Association's construction account records shall be made by Rural
Development.

Disbursement of Grant Funds:

The RUS funds will be advanced as they are needed in the amount(s) necessary to cover the
RUS proportionate share of obligations due and payable by the Association. Grant funds, upon
receipt, must be deposited in an interest bearing account in accordance with 7 CFR part 3019
(as applicable). Interest earned on grant funds in excess of $250 (as applicable) per year will be
submitted to RUS at least quarterly.

Cost of Facility:

Breakdown of Costs:

Development § 436,000
Land and Rights 5,000
Legal and Administrative 2,000
Engineering 79,000
Interest 3,000
Contingencies 44,000

TOTAL § 569,000

Financing:

RUS Loan $ 344,000
RUS Grant 225,000

TOTAL $ 569,000
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25.

26.

27.

28.

29.

Use of Remaining Project Funds:

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

Proposed Operating Budget:

You will be required to submit to Rural Development a copy of your proposed annual operating
budget that supports the proposed loan repayment prior to this agency giving you written
authorization to proceed with the bidding phase. The operating budget should be based on a
typical year cash flow, subject to completion of this project in the first full year of operation.
Form RD 442-7, Operating Budget, or similar form may be utilized for this purpose.

Rates and Charges:

Rates and charges for facilities and services rendered by the Association must be at least
adequate to meet cost of maintaining, repairing and operating the water system and meeting
required principal and interest payments and the required deposits to debt service and/or
depreciation reserve.

‘Water rates will be at least:

First 2,000 gallons@$ 17.29 - Minimum Bill.

Next 4,000 gallons@$  6.55 - per 1,000 gallons.
Next 4,000 gallons@$  5.50 - per 1,000 gallons.
Next 15,000 gallons@$  4.98 - per 1,000 gallons.
Next 25,000 gallons@$  4.72 - per 1,000 gallons.

AllOver 50,000 gallons@$  4.24 - per 1,000 gallons.

Water Purchase Contract:

The Association will submit a Water Purchase Contract for approval by Rural Development
before advertising for construction bids. If the contract is not on Form RD 442-30, "Water
Purchase Contract," the contract will require approval by our Regional Attorney. The contract
must meet the requirements of subsection 1780.62 of RUS Instruction 1780.

Compliance with the Bioterrorism Act:

Prior to pre-closing the loan, the Association will provide a certification they have completed a
Vulnerability Assessment (VA) and prepared an emergency response plan (ERP) as required by
the Safe Drinking Water Act (SDWA).
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30.

31.

32.

Floodplain Construction:

The Association will be required to pass and adopt a Resolution or amend its By-Laws whereby
the Association will deny any water service to any future customer wishing to build on or
develop property located within a designated floodplain. If a customer or developer requests
service for construction in a designated floodplain, the customer or developer must provide
evidence and a justification for approval by the Association and Rural Development officials
that there are no other alternatives to construction or development within the designated
floodplain. The community must be a participant in the National Flood Insurance Program
(NFIP) and the customer or developer must obtain the required permits prior to the tap on
restrictions being waived.

Mitigation Measures:

A. The project shall be in compliance with all requirements noted in the Governor’s
Office for Local Development letter dated January 30, 2007, from Ms. Lee Nalley.

B. The line design and construction shall be accomplished in a way that will leave
flood plains and farmland without effect after construction is complete. The
Army Corps of Engineers Nationwide Permit No. 12 applies to all floodplain and
wetland utility line construction.

C. The design and construction shall be in compliance with all local, state and federal
environmental statutes, regulations and executive orders applicable to the project.

Final Approval Conditions:

Final approval of this assistance will depend on your willingness, with the assistance of all your
co-workers, to meet the conditions of this letter in an orderly and systematic manner. Then too,
final approval will depend on funds being available.

If you desire to proceed with your application, the Area Director will allot a reasonable portion of time
to provide guidance in application processing.

Sincerely,

Hoaobh Sl

State Director

Enclosures

cC:

Area Director - Morehead, Kentucky

Rural Development Manager — West Liberty, Kentucky
Kentucky River ADD - Hazard, Kentucky

Thomas Jones - Beattyville, Kentucky

+" CDP Engineers - Lexington, Kentucky

PSC - ATTN: Bob Amato - Frankfort, Kentucky
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United States Department of Agriculture

Rural Development
Kentucky State Office

October 14, 2008

SUBJECT: Southside Water Association
Water System Improvements Project
Concurrence in Contract Award

TO:  Area Director
London, Kentucky

Based on the bids received and the recommendation of the consulting engineer, Rural Development
concurs in the award of the subject contract to the low bidder, Laurel Construction Co. Inc., in the
amount of $494,100.00.

If you have questions, please contact Julie Anderson, State Engineer, at (85 9) 224-7348.

KENNETH SLONE
State Director

cc: CDP Engineers, Inc.
Lexington, Kentucky

771 Corporate Drive » Suite 200 « Lexington, KY 40503
Phone: (859) 224-7336 « Fax: (859) 224-7444 » TDD: (859) 224-7422 « Web: hitp://www.rurdev.usda gov/iky

Committed to the future of rural communities.

*USDA is an equal opportunity provider, employer and lender.”
To file a complaint of discrimination write USDA, Director, Office of Civil Rights,
1400 independence Avenue, SW, Washington, DC 20250-9410
or call (800) 795-3272 (voice) or (202) 720-8382 (TDD).
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CERTIFICATE OF PRESIDENT OF SOUTHSIDE WATER ASSOCIATION, INC.
AS TO STATEMENT REQUIRED BY SECTION 1(5) OF 807 KAR 5:069

I, Bugene Barrett, hereby certify that I am the duly qualified and acting President of the
Southside Water Association, Inc., and that said Association is in the process of arranging to finance
the construction of extensions, additions and improvements to the existing waterworks system of the
Association (the "Project"), in cooperation with the Engineers for the Association, CDP Engineers,
Inc., Lexington, Kentucky.

Based on information furnished to me by said Engineers for the Association, I hereby certify
as follows:

1. That the proposed plans and specifications for the Project have been designed to meet
the minimum construction and operating requirements set out in 807 KAR 5:066, Section 4(3) and
(4); Section 5(1); Sections 6 and 7; Section 8(1) through (3); Section 9(1) and Section 10.

2. That all other state approvals and/or permits have already been obtained.

3. That the proposed rates of the Association shall produce the total revenue
requirements set out in the engineering reports.

4. That it is now contemplated that construction of the Project will begin on or about
November 15, 2008, and will end on or about July 15, 2009.

IN TESTIMONY WHEREOQOF, witness my signature this m pE P , 2008.

Southside Water Association, Inc.

STATE OF KENTUCKY )

) SS
COUNTY OF LEE )
Subscribed and sworn to before me by Eugene Barrett, President of the Board of Directors
of the Southside Water Association, Inc., on this %‘{ D \p , 2008.
N Notary\f’ublic

(Seal of Notary) In and For Said State and County






NOTICE OF PROPOSED RATE CHANGE

In accordance with the requirements of the Kentucky Public Service Commission as set out
in 807 KAR 5:069, Section 2, notice is hereby given to the customers of the Southside Water
Association of a change to the Association's rate schedule as set forth herein. The proposed rate
changeis required by USDA, Rural Development in connection with aloan by RD to the Association
in the amount of $344,000 to be evidenced by the issuance by the Association of its Promissory Note
in such amount, which RD has agreed to purchase provided the Association meets certain conditions
of RD, including revising the water rates as set forth below:

Current Monthly Rates

First 2,000 gallons $16.47 minimum bill

Next 4,000 gallons
Next 4,000 gallons
Next 15,000 gallons
Next 25,000 gallons
All over 50,000 gallons

First 2,000 gallons
Next 4,000 gallons
Next 4,000 gallons
Next 15,000 gallons
Next 25,000 gallons
All over 50,000 gallons

6.24 per 1,000 gallons
5.24 per 1,000 gallons
4.74 per 1,000 gallons
4.49 per 1,000 gallons
4.04 per 1,000 gallons

Proposed Monthly Rates

$17.29 minimum bill
6.55 per 1,000 gallons
5.50 per 1,000 gallons
4.98 per 1,000 gallons
4.72 per 1,000 gallons
4.24 per 1,000 gallons

The RD loan proceeds will be used in conjunction with an RD Grant in the amount of
$225,000 to finance the (i) construction of a 100,000 gallon ground storage tank; (ii) construction
ofa 125 GPM booster pump station; and (iii) installation of approximately 4,900 linear feet of 6-inch
water line. Signed: Bugene Barrett, President, Southside Water Association, Inc., Beattyville,
Kentucky.
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Final Project Budget
Southside Water Association
Water System Improvements

September 3, 2008

Project Costs:

Development

Contingency

Engineering Design
Construction Inspection

Legal & Administration

Interest

Preliminary Engineering Report

Additional Engineering

Total Project Cost

Project Funding:
U.S.D.A Rural Development Loan
U.S.D.A. Rural Development Grant

Local Funds

Total Project Funding

$494,100.00
$24,705.00
$52,176.96
$38,490.39
$5,000.00
$3,000.00

$10,000.00

$5,000.00

$632,472.35

$344,000.00

$225,000.00

$63,472.35

$632,472.35



CDP ENGINEERS, INC.

3250 BLAZER PARKWAY
LEXINGTON, KENTUCKY 40509
TEL (859) 264-7500

FAX (859) 264-7501

o R B “gé?
BASE BID

Mobilization

General Conditions

6-inch PVC (Class 250)

4-inch PVC (Class 250)

12-inch Steel Encasement Pipe (Bore & Jack)

6-inch Gate Valve Assembly

4-inch Gate Valve Assembly

4-inch Check Valve Assembly & Vault i

Fire Hydrant Assembly |

Reconnect Fire Hydrant

Slaje|x|{N|jololalwin]-

Air Release Valve Assembly

-
N

3-inch Tapping Valve and Sleeve Assembly

-
w

4-inch Tapping Valve and Sleeve Assembly

—h
N

Replace Altitude Valve (Existing Tank Site)

—
[4;]

Reconnect Existing Service Connections

iy
=]

Gravel Stone for Driveways

—r
\‘

Bituminous Pavement Replacement

ey
o <]

Booster Pump Station

-
©

Booster Pump Station Foundation, Building, Site Work,

N
(@]

100,000 Gallon Ground Storage Tank

N
Y

Tank Valve Vault

N
N

Tank Foundation, Site Work, & Access Road

N
w

Telemetry System

n
B

Demobilization

TOTAL BASE BID

THE ABOVE IS A TABULATION OF BIDS RECEIVED AT 2:00 P

07018/ TEM BID TAB.xls/8/26/2008

SHEET 1 of 1
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II.

General

The Southside Water Association (Southside) provides water service to
approximately 500 residential customers of Lee County, Kentucky.
Southside purchases approximately 65,000 gpd (gallons per day) of treated
water from the Beattyville Waterworks. The existing treated water supply
and the legal instrument for purchase is adequate for the foreseeable
future.

Southside is proposing improvements to their distribution system to address
areas of low pressure and to provide finished water storage to a high-
growth area within their service area. The improvements include the
addition of a finished water storage tank and accompanying booster pump
station, as well as installation of a supply line along KY 11. The
improvements are necessary for reliable service and mitigation of low
pressure areas. Southside is committed to keeping water rates affordable
for their customers while ensuring that revenues are sufficient for any
increased debt service requirements.

This preliminary engineering report is formatted to match the guidance and
direction of the RUS Bulletin 1780-2.

Project Planning Area

The Southside service area is south of the city limits of Beattyville.
Beattyville is a fifth-class city located in Lee County, Kentucky. Beattyville
is situated at the forks of the Kentucky River and the intersection of KY 52
and KY 11. Southside’s water distribution system is bounded on the north
and west by the Kentucky River, on the east by the South Fork of the
Kentucky River.
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Location

Appendix A contains a portion of the Beattyville, KY, United States
Geological Survey (USGS) topographic map and shows the locations of
Southside’s water distribution system. The map scale is 1 inch equals
2,000 feet. The topographic map illustrates legal and natural
boundaries of Beattyville and Lee County, roads and highways, relief,
and blue-line streams.

A portion of the Kentucky Transportation Cabinet’s road map for Lee
County is also included in Appendix A. The scale is 1 inch equals 1
mile. The portion of the county road map illustrates landmarks such
as Southside Elementary School, South Fork and Middle Fork of the
Kentucky River, and the cities of Proctor and Congleton. Southside’s
water main transmission main runs along KY 11 south of Beattyville

with branch lines extending down various roads.

Environmental Resources

Appendix B contains the following information detailing environmental
recourses for this region:

1.  Soil Conservation Service Maps;

2. Cover types of the region (physiographic area 21, Northern
Cumberland Plateau);
Federally Threatened and Endangered Species;

4. Federal Emergency Management Agency Flood Insurance Rate
Map
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Soil association for the Southside area of Lee County consists of the
Latham-Shelocta Gilpin association which is a sloping to steep, deep
and moderately deep, moderately well drained to well drained soils on
the sides and tops of ridges; and dominantly steep, deep, well-drained
soils in colluvial areas as shown in Appendix B.

Cover types of the region (physiographic area 21, Northern
Cumberland Plateau) are illustrated on maps provided by the National
Fish and Wildlife Foundation and are included in Appendix B. The
maps indicate non-forested cover of corn, soybeans, and pasture, hay
and other mixed crops.

A Kentucky Fish and Wildlife Information System listing of Federally
Threatened and Endangered Species and Kentucky Threatened and
Endangered Species located in Lee County is included in Appendix B.
No specific information was available for the Beattyville quadrangle.

A review of the Flood Insurance Rate Map from the Federal
Emergency Management Agency indicates no identified flood hazard
zones in the vicinity of the proposed tank or booster pump station
site.

There is one site within the city limits of Beattyville, The St. Thomas
Episcopal Church that is listed on the National Registry of Historic
Places. The historic site will not be impacted by the proposed project.
No new disturbance is proposed.
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Growth Areas and Population Trends

The first set of data included in Appendix C shows the Kentucky State
Data Center & Kentucky Population Research tables for each county in
Kentucky. The population change for Lee County from 1990 to 2000
was 6.7 percent increase. Also included in Appendix C is a map
illustrating four categories of predicted percent change in population
from 1990 to 2020 for Kentucky counties. Lee County is in the 0.0 to
24.9 percent increase category. Results of the 2000 Census tend to
confirm the earlier projections as shown in Appendix C. Additional
data from the U.S. Census Bureau regarding the population change
shows that Lee County dropped 1.6 percent in population from April
2000 to July 2004. Although population dropped slightly in last couple
of years, we anticipate the population will trend upward.

Lee County’s population increase will depend largely on the economic
growth of the county. Data from the Bureau of Economic Analysis
indicates Lee County’s Mining and Coal Industry has been greatly
reduced since 1990, but has been supplemented by substantial
growth in Construction, Trucking and Warehousing, and Retail Trade.
Several areas exist that can be developed south of Beattyville. If a
new state road is constructed in this area, development could
increase. According to the Kentucky Transportation Cabinet’s 6-Year
Plan, KY 11 is to be reconstructed from the southern border of Lee
County north through the City of Beattyville. However, Southside
Water Association is limited to growth by surrounding water district
boundaries and other municipality limits.

Estimating growth beyond the current city boundaries is difficult,
especially when calculating for the life of the RD loan. There is
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evidence of higher than average growth in certain areas of the
county. It is expected that the county as a whole will realize growth
near state averages.

III. Existing Facilities

CDP/04085

Location Map

A USGS topographic map with existing water lines is included in
Appendix D. Line sizes are color-coded to represent the various
diameters. The existing water storage tank, in-line booster pump
station, and master meter are also shown.

History

On May 28, 1968, Southside Water Association was formed and
entered into an agreement with Beattyville Waterworks to purchase
treated water through a master meter located near the Kentucky River
in Beattyville. The Beattyville Waterworks treats raw water from the
North Fork of the Kentucky River.

Shortly after the formation of Southside, a master meter was
constructed just north of the North Fork of the Kentucky River and a
transmission main installed under the North Fork of the Kentucky
River. Distribution lines were installed south from the master meter
with the main line following KY 11.

Developments along KY 11 have added new lines and customers to
Southside’s distribution system over the past 35 years. The utility
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further increased their customer base by extending service and lines
along the KY 3332 (Pine Road) area.

Southside’'s water system currently serves approximately 500
customers and continues to purchase treated water from Beattyville
Waterworks.  The current water purchase agreement is dated
September 1, 2003 and has a term of 60 years. The agreement with
Beattyville Waterworks is included in Appendix E. The agreement
states the volume purchased from Beattyville by Southside shall not
exceed 2.5 million gallons per month.

Condition of Facilities
Southside Water Association purchases finished water from the

Beattyville Waterworks through a master meter and booster pump
station located on the 55 oy

southern limits of
Beattyville near the North
Fork of the Kentucky River.
Beattyville Waterworks s
the only water treatment
plant in Lee County. Raw
water is drawn from the
North Fork of the Kentucky
River at Pool 14 in Lee

Master Meter/Booster Pump Station

County. The raw water is then conveyed to the treatment plant on
River Drive where it is filtered, chlorinated, fluoridated, and pumped
to finished water storage. Beattyville Waterworks Treatment Plant
has a capacity of 1.0 million gallons per day (MGD). Currently,

Southside Water Association purchases an average of 65,000 gallons
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per day (GPD). The average daily purchase is approximately 75

percent of the volume allowed in the water purchase agreement.

Water purchased from Beattyville Waterworks is delivered to the
master meter and booster pump station and leaves the booster pump
station at a pressure of approximately 150 pounds per square inch
(psi). Most of the service area is served by Southside's 125,000
gallon ground storage tank. However, the Pine Road area is
dependant upon an in-line booster station for adequate pressure.
Though the storage capacity of the existing tank is greater than the
average daily demand (one-day storage) of the entire system, in the
event of a power outage, none of the storage is effectively available
for the Pine Road area.

The Pine Road in-line
booster station is located
near the intersection of
KY 3332 (Pine Road) and
Caudill Road. The station
is well under-sized for

future needs in this area;

the 50 gallon per minute
pumps boost pressure in Pine Road Booster Pump Station

the area of Pine Road approximately 30 psi. The Pine Road area has
experienced an increase in residential homes of approximately 45
percent in the past 15 years. The continued reliance on the in-line
station for adequate pressures presents a health risk for the entire

system and a property risk for residents of the Pine Road area.
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D.  Financial Status of Operating Central Facilities

Rate Schedules
The current rate schedules for water customers of Southside Water
Association are listed below:

Southside Water Association Rate’Schedule (All Customers)

: : e Charge per 1,000
E Volume of Usage Gallons
 First 2,000 Gallons, Minimum Bill $16.47
Next4,000Gallons $6.24
Next4,000Gallons $5.24
Next15,000 Gallons $4.74
‘Next 25,000 Gallons e $4.49
Next 50,000 Gallons f | $4.04

Southside’s water rates were last revised in 1996. As indicated in the
Water Purchase Agreement in Appendix E, Southside Water
Association purchases water at a rate of $3.00 per thousand gallons.

Operation and Maintenance Costs
Operation and Maintenance (O&M) costs for 2002 through 2004 are
detailed in Appendix F and a summary is provided below. The costs

were taken from annual audits completed by John T. Lane, PSC.

Operation and ; ,
Maintenance FY 2002 FY 2003 FY 2004

Costs
|
Water § $153,976 $169,074 $173,476
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The audited numbers indicate an approximate increase in the
combined water O&M costs of 9 percent from 2002 to 2003 and 3
percent from 2003 to 2004.

Water Revenue

Annual revenues for water sales are listed with O&M costs in the table
included in Appendix F. Water sales decreased slightly from 2002 to
2004. The decrease in water revenue is consistent with other water
utilities in central and eastern Kentucky; and can be attributed to
higher volumes of summer and fall precipitation.

Reserve Accounts

Southside Water Association maintains a depreciation account for the
water system. The account is reserved for repair and replacement of
system facilities and, as of December 31, 2004, was funded in the
amount of $75,135. The amount of $500 is deposited into the
depreciation reserve account monthly.

Rate Study
If needed, a water rate study will be submitted under separate cover.

IV. Need For The Project

CDP/04085

Health and Safety

The Kentucky Division of Water (DOW) derives its statutory authority
from Chapter 224 of the Kentucky Revised Statutes. The Statutes
authorize the DOW to develop regulations for water utilities in the
Commonwealth, i.e., Kentucky Administrative Regulations (KAR). In
addition to the specific directives in Chapter 401 of the KAR, the DOW
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requires adherence to other documents incorporated by reference.
Among them are the “"Recommended Standards for_ Water Works,”
(10-State Standards) published by The Great Lakes Upper Mississippi
River Board of State Public Health and Environmental Managers.

The proposed project will add gravity storage to the Pine Road area
and eliminate the existing in-line booster station. A new booster
station and waterline will be constructed to fill the proposed ground
storage tank. The existing distribution lines in the Pine Road will
remain for residential services. The tank will be sized to provide
existing customers reliable storage and to ensure the area can

support the anticipated growth in residential demand.

The addition of gravity storage will allow for fire flows even during
power outages. The protection to personal property adds to the
health and safety advantages of reliable pressures. Without reliable
positive pressures temporary vacuum conditions can pull harmful
contaminants into the potable water distribution system.

In addition to the health and safety advantages to Southside, the
proposed tank could provide Owsley County with emergency water
supply. Southside’s water line currently extends to within a few
hundred feet of the Owsley County water system.

System Operation & Maintenance

Water Loss

Calculated water loss for the Southside distribution system in 1997
was 6.9 percent. Calculated water loss during the 2004 calendar year
dropped to 6.7 percent based on the difference between the
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purchased and accounted-for water. This percent loss is phenomenal
considering they are in a rural service area. The system is sound and

managed very effectively.

Management Adequacy

The maintenance supervisor keeps thorough operational records on
distribution system facilities and appurtenances. Every hydrant is
exercised twice a year for the purpose of flow and pressure
measurement. Hydrants and blow off valves are also exercised during
flushing schedules. The system is small enough so that the same
people observe the same hydrants every time. Noting differences in
pressures or flows from the previous flushing event provides proactive
troubleshooting. The maintenance supervisor also keeps complete
records on control valves throughout the system. Recently, CDP
Engineers mapped Southside’s entire water system including valves,
hydrants, and structures. Water purchase volumes are compared

monthly with metered sales as a dual check of system water loss.

Although the Southside system is small, operational management is
excellent. Any excess funds in the proposed project budget could be
spent providing the maintenance supervisor with GIS mapping
technology and software to ensure his knowledge of the system is
preserved. GIS mapping software would also provide the capability
of recording additions, deletions, and revisions to the system.

Growth

The design life associated with the proposed line improvements,
booster pump station, and storage tank is assumed to be 40 years
with the exception of the pumps themselves. With improved surface
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preparation techniques and higher quality tank coatings the design life
will likely be much longer. The goal of the tank design will be to
maximize the volume while ensuring adequate turnover for water
quality concerns.

We estimate the daily demand (allowing for water loss) in 2030 for
the system will be approximately 80,000 gallons. The estimated
volume results in an 18 percent increase from 2005. The capacity of
the proposed tank will be 125,000 gallons with valving or other
provisions to ensure tank turnover. This will give Southside a total of
250,000 gallons of storage.

Although no new customers are anticipated as a direct result of the
proposed project, additional demand for water is anticipated.
Southside anticipates additional development in the area especially if
the Transportation Cabinet widens KY 11 south of the North Fork of
the Kentucky River to the Lee/Owsley County line. In addition, since
1990 the number of new customers in this area has increased 45
percent and this growth is expected to continue. Also, the proposed
tank could provide nearby Owsley County with emergency water
supply. Southside’s water line currently extends to within a few
hundred feet of the Owsley County water system.

V. Alternatives Considered

A.

CDP/04085

Description

Supply
Storage and Distribution Facilities
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Two alternatives exist. They are summarized as follows:
1. Build a new water storage tank and booster pump station with
water line improvements;

2. Do not build.

Alternative No. 1

The proposed tank would be of sufficient size to allow peak flows to
be met by the storage volume in the tank. The proposed booster
pump station will be sized to fill the proposed tank only. The
proposed water main connecting the new booster pump station and
ground storage tank will be a dedicated water line and no service line
connections will be made. Flows averaging from 150 to 200 GPM
would be more than adequate to fill a 125,000 gallon tank, given the
current delivery demands. Additionally, construction of a storage tank
will dramatically increase the reliability of the system, and increase
pressures and flows in the Pine Road (KY 3332) area and eliminate an
undersized booster pump station. This area in Southside’s water

system is expected to grow even more in the coming years.

Alternate No. 2
The only alternative to the proposed project is the “do nothing”

alternative. If nothing is done, low pressure and flows will continue
and worsen with the addition of residential customers in the Pine
Road area. Area residents will remain dependant upon the in-line
pumps for adequate pressures. Little to no pressures will be available
during power outages or maintenance problems with the in-line
station. Furthermore, maintenance issues will become more and
more frequent. Without the additional storage Southside will lose
much needed reliability and redundancy.

13 05/12/06
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Design Criteria

The proposed project reflects design standards and regulatory
requirements stated in the following engineering resources:

e "Great Lakes Upper Mississippi River Board of State Public Health
and Environmental Managers, Recommended Standards for Water
Works (Ten States Standards),” 1992, Health Education Services,
Albany, New York, 12224

e Recommendations/Directives on the Design of Ground Storage
Tanks, Natural Resources and Environmental Protection Cabinet,
Division of Water, Frankfort, Kentucky, 40601

Schematic Layout

A schematic layout of the proposed construction is included in
Appendix G. It includes the proposed tank and booster pump station
sites, the areas for line upgrades, and location of the master meter
vault.

Environmental Impacts

The two alternatives discussed above offer no direct or indirect
impacts to floodplains, wetlands, or other important land resources.
An archeological study may be required for the proposed tank and
booster pump station sites. We will request environmental information
on the proposed booster pump station and tank sites. The areas of
waterline upgrades have been previously disturbed.
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Land Requirements

The proposed booster pump station and water tank sites are identified
on a USGS topographic map included in Appendix G. The tank site
has previously been donated to Southside Water Association and a
plat of this property was surveyed by CDP in 2003. A copy of this plat
is also included in Appendix G. However, no easements have been
acquired for the water line upgrades or booster pump station.
Easements will be obtained for water line routes by Southside.

Construction Problems

According to the United States Department of Agriculture, Soil Survey
of Lee County, the soils existing on the proposed tank and booster
pump station sites are deep, silt loam and silty clay loam textures and
generally greater than 48 inches to bedrock. No significant or unusual
construction problems are anticipated.

Cost Estimates
1.  Construction
A detailed project cost estimate is included in a later section.

The construction costs of the two alternates are estimated as

follows:
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Atonae Construction .
No. Title . m

1 } Build Tank and Booster Pump Station; - $,480,000 -
|

| Waterline Upgrades
2 “Do Nothing” $0_  .

2. Other Projects
Other project costs include an additive alternate to the base
construction bid. The additive alternate, replace the master
meter vault will cost approximately $75,000.

3. Annual Operation and Maintenance
Annual O&M costs can be estimated for a water storage tank
and booster pump station. O&M costs for the waterline
upgrades are minimal.

Alternate Annual O&M
- No. Title ~ Costs ,
1 | Build Tank and Booster Pump Station; ~ $6,800°
| waterline Upgrades |
2 “Do Nothing” $7,000

*Based on energy costs and maintenance required for the booster pump
station and assuming $50,000 is required every 18 years for inspection,

blasting, and coating for the tank.
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H. Advantages and Disadvantages

The following matrix rating system is offered to present the
advantages and disadvantages of the two identified alternates. A

value of one represents a positive score; zero is negative or not

applicable.
; Financial & - Compatibility = Public&  Total
Alternate Operational Reguylatory | with Existing Envﬁiro'nment::aiif Value of
‘Number  Feasibility C'oinpli'akh:c'e‘ _ Development Concei'ns ~ Alternate
o f : : 4 Plans -  ,  .
11 T o1 a
| 0 0 2

Alternate No. 1 scores the higher value of the alternates. It offers
compliance, feasibility, redundancy, reliability and value for the
current Southside customers. Alternate No. 2 scores only two points
for feasibility and compliance and does not correspond to future plans
and concerns of Southside Water Association.

VI. Selection of an Alternative

A. Present Worth

Of the two alternatives the present worth is calculated based on a 38-
year period (RD loan term). The annual operation and maintenance
costs are estimated based on past years’ expenses and a net salvage
value after 38 years is calculated based on straight line depreciation.
The service life of the new storage tank and booster pump station is
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estimated to be 40 years'. A principal and interest payment will be

estimated based on a 55 percent loan calculation.

Pe= P + Imi(P/A, 7%, 38) + Pemr(P/A, 7%, 38) + O&M(P/A,

7%, 38) — SV(P/F, 7%, 38)

Alternate No. 1 — Storage Tank and Booster Pump Station

Initial Capital Outlay Pi
Annual Operation & Maintenance Cost O&M
Annual Interest Payment Ipmt
Annual Principal Payment Pemr
Salvage Value (38 years) Sv
Present Worth (38 years) = PW3s

Of the initial capital outlay, 45 percent are grant funds,
so subtracting from the PW3s =

Alternate No. 2 — "Do Nothing”

Initial Capital Outlay Pi
Annual Operation & Maintenance Cost O&M
Annual Interest Payment Ipmr
Annual Principal Payment Pemt
Salvage Value (38 years) sV
Present Worth (38 years) = PW3s

VII. Proposed Project (Recommended Alternative)

$568,000
$6,800
$14,000
$4,000
$23,000
$893,439

$637,839

$0
$92,355
$0
$0
$0
$92,355

Southside Water Association proposes to pursue Alternate No. 1 — to

construct a storage tank and accompanying booster pump station to

! For simplicity we are disregarding the pumps and motors in the service life estimate. Costs to replace the
pumps and motors are relatively low compared to the design and construction cost of the station and wet

well.

CDP/04085 18
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include approximately 4,300 linear feet of new PVC or ductile iron waterline

(4-inch to 6-inch). In addition, if funds are available, an additive alternate

will include reconstructing Southside’s combined master meter vault and

pump station.

A.

CDP/04085

Project Design

System Layout

The project will be located along KY 11 and Pine Road. A
125,000 gallon ground storage tank will be located near Pine
Road with an accompanying booster pump station located along
KY 11. In addition, approximately 4,300 linear feet of water line
improvements will be constructed between the tank and booster
pump station.

Pumping Stations

As discussed above, a booster pump station is included within
this project. A hydraulic analysis of the existing system and
current and future demands will be studied to properly size the
pumps to fill the proposed tank. In addition, the tank design will
include Red Valve™ system and/or piping features to ensure
turn over as required by the regulatory agencies.

Treatment
This section is not applicable. See Section 1 above.

Total Project Cost Estimate

An itemized estimate of the probable project costs, including

engineering fees, construction, contingencies, legal and administrative
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fees, acquisition, interest, and equipment is included in Appendix H.
The opinion of probable project cost for the proposed project is
$568,000.

C. Annual Operating Budget

Appendix F contains spreadsheets that address Southside’s revenues
and expenses. The spreadsheets include:

Operating Revenues
Operation & Maintenance Costs (Operating Expenses)
Existing Debt Service

o N0 T o

Proposed Debt Service

The information contained in the spreadsheets is summarized below:

1. Income

O & M costs were developed using data for calendar years 2002-
2004. Other operating revenues, forfeited deposits and service
charges, are expected to remain constant. Non-operating
revenues, including contributions in aid of construction (tap-on
fees and interest income), are also expected to remain constant.
Fund flows and projected additional revenue requirements are
included in Appendix F.

2.  Operation & Maintenance (O&M) Costs
O&M costs are expected to decrease somewhat due to the
improvements. Projections of future expenses will be
incorporated based on the trend identified from Fiscal Years

CDP/04085 20 05/12/06



2002 to 2004, factoring in the estimated reduction of O&M with
this project.

3. Debt Repayments
Currently, Southside pays no principal and interest. They have
recently paid off a bond.

4. Reserves

According to the Southside’s auditor, all reserve requirements
are fully funded. Southside has a Depreciation Reserve Fund
that requires monthly transfers of $500. Other reserve
accounts will be funded including capital improvements at
approximately ten percent of the audited depreciation,
operation and maintenance at the average four-month cost, and
replacement at the rate required to replace the single highest
cost asset.

VIII. Conclusions and Recommendations

Southside Water Association owns and operates a distribution system dedicated
to providing reliable potable water service to approximately 500 residential and
light retail customers. Southside is dedicated to maintaining a high level of
service and the lowest possible cost to the rate-payers. Though the distribution
system is exceptionally maintained, the absence of effective gravity storage in
the Pine Road area results in a significant risk to public health and safety.
Consequently, the Pine Road area is also the area of the highest growth in the
service area. A modest expenditure on infrastructure in the area could mitigate
a situation requiring immediate attention and position Southside for future
growth. Please consider our application for funding assistance at the earliest
opportunity.
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FOREST COVER TYPES IN THE NORTHERN CUMBERLAND PLATEAU, PHYSIOGRAPHIC AREA 21, FROM
USFS FIA DATA.
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FUNDS FOR THIS GRANT WERE DONATED BY CANON USA., INC




NONFOREST COVER TYPES IN THE NORTHERN CUMBERLAND PLATEAU, PHYSIOGRAPHIC AREA 21,
MODIFIED FROM USGS DATA.
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Lee County, Kentucky

Federally Threatened and Endangered Species

~ Scientific Name =~ ' Common Name ~ US Status ' KY Status °

_MYOTISGRISESCENS | GRAYMYOTIS . LE
~ MYOTIS SODALIS " INDIANA BAT LE a

CORYNORHINUS ' VIRGINIABIG- &= LE

mim -

Scientific Name . Common Name | US Status . KY Status

i

URSUS AMERICANUS = AMERICAN =~ PS | S
~ BLACKBEAR |

CRYPTOBRANCHUS | EASTERN N S
ALLEGANIENSIS ~ HELLBENDER :
ALLEGANIENSIS -

MYOTIS LEIBII EASTERN ' N R T
- SMALL-FOOTED |

, | MYOTIS ;

. MYOTIS GRISESCENS | GRAY MYOTIS LE

MYOTIS SODALIS | INDIANABAT  LE @

‘ RAFINESQUII . BIG-EARED BAT

 EPIOBLASMA TRIQUETRA | SNUFFBOX =~ N 1+

' MYOTIS AUSTRORIPARIUS  SOUTHEASTERN | N CTET
| ~ MYOTIS |

~ CORYNORHINUS ~ VIRGINIABIG- ~~ LE ~ E
 TOWNSENDII VIRGINIANUS .~ EARED BAT .

-]

m

m

This list was created from the Kentucky Fish and Wildlife Information System.



US Status Definitions

For additional information, please go to NatureServe Exolorer

| | Abbreviation Status Under the U.S. Endangered Specnes Act

. LE |Listed endémgered - imminent jeopardy of extinction - - -

5 LT Listed threatened - imminent jeopardy of becommg endangne—ré('iw o o

' PE %Pmposed endangered
PT  |Proposed threatened o ) o 7
C [Candidate - species for which the USFWS has sufficient information on biological vulnérability

| .and threats to support proposals to list as cndangered or threatened under the ESA
: PDL Proposed for dehstmg

E'(I‘S(/S?./)X;) r ;Llsted endangered or threatened because of similarity of appearance i
: — |

; XE Essential experimental population
i XN %Nonessential experimental population
PS: {Partial status - indicating that the status applies only to a portion of the species' range. '

éUsually indicates that the taxon does not have any federal status. However, because of potential lag
N or Blank |time between publication in the Federal Register and entry in the central databases and refresh of
thlS websxte some taxa 1 may have a status wlnch does not yet appear.

KY Status Definitions

For addltlonal information, please go to Kentucky State Nature Preserves Comm|SS|on

:Abbrevnanon P Kentucky State Nature Preserves Commission status !

V

; E ‘Endangered a taxon in danger of extirpation and/or extinction throughout all or a significant part of
! 1ts range in Kentucky

; T ;Threatened — a taxon likely to become endangered within the foreseeable future throughout all or a
| 'significant part of its range in Kentucky
f

i

e -y

|Spe<‘1a] concern — a taxon that should be monitored because (1) itexists in a limited geographic area
iin Kentucky, (2) it may become threatened or endangered due to modifications or destruction of
S Ihabitat, (3) certain characteristics or requirements make it especially vulnerable to specific pressures,
'(4) experienced researchers have identified other factors that may jeopardize it, or (5) it is thought to |
,be rare or declining in Kentucky but insufficient information exists for assignment to the threatened
] |01 endangered status categories.

e e e e PRSI |

H "‘Hlstonc ~ a taxon documented from Kentucky but not observed rehably since 1980 but is not
|considered extmct or extir pated

: X ~Extu pated ~ a taxon that no longer ex1sts in the wxld in Kentucky, but exxsts elsewhere in the wild
- hA
|

N 01 Bldnk Inone



APPROXIMATE SCALE
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SEPTEMBER 27, 1985

Federal Emergency Management Agency

This is an official copy of & portion of the abowe referenced ficod map. It

was extracted using F-MIT On-Line. This map does not reflect changes

or amendments which may have been made subsequent to the date on the
titie block. For the latest product information about National Fiood Insurance
Program fiood maps check the FEMA Flood Map Store at www.msc.fema.gov
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Appendix D

Existing Facilities Map
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Appendix E

Water Purchase Agreement



686-464-2429 SDUTHSIDE WATER

UM Ldedd b UV GILMie WL L bl

11/15/2885 10:38

y— 0y

. '__,_,.,-..

lst day of _S8pP tember |

FALL

This contract for the sale and purchase of waler is entered inta as of the

ciry of Beattvville

2002 petween the

Beatrtvyville, ®Kv 41311
(ddaress)
. Scuth Side Water Asscciation, Inc.
Yersinailes ;eferred o as the ‘Sellar’ and the
D.0. Zox 1007 Beattvville, Ky 41311
h . (modress)
Jeteinafler efesred to 55 the ' Purchaser’,
YITNESSETH:

n : : A . e - Sta as, XRS, C}g.:2732

Vheteas, Jhe Purchaser is organized and establisied under the provisions of Statutes, ! LA the
Cadeof Commenwealtn of Xv. (ar the purpase of constructing snd operating a waler supo} W distiibudios
sestem serving water :sers withio the ares descrioed in plans zew oo lile in the alfice of the Purciaser and]d accompiisy
:his purnose, (he Purchaser will cequire 3 suppiy of ‘reated waler, and

Tharess, the Seller ownsg znd operates a water rupply disusibution system with s capscity currently c:p:ble serving U

aresent tustomers of the Seiler's syatem and he =stimated number of Tater users lo te served by the saia Purchh
in the pians of the system now op [ile in the oilice of the Purchaser, and

Whereas, by Resolytion No. esacted on the

* a§ sdowo

0i . 19

. by the Seller, the sale of water g the Purchaser|:

Resolution

with the arovisions of the said 49§ soproved, and the execution o

carrying out the said Resolution by the 1 2YOT, City of Beatt‘/Vlh

sccordance

—

15 contracs

|
I}

and attested by the Secretary, was duly authorized, and

Whereas, by

af he Pusclaser, enacted an the

A. The Seller Agrees:

Resolution of the BOAri of Directors, South Side|fate-r
lay of .19
. . . , . . Ty

the purchase of =ales (rom the Seiler in accordance with lhe terma sel [orth io the said Resolution

was approved, and.the execution of thix conlract by the Chaizman ., and

attested by the Secretary was duly authorizeq;

Now, lhetefore, in cossideralion of the (oregoing and the mutual agzeements hetminailer set [ordh,

he the texm of

M

" (Quaiity and Quantity) To furnish the Puichaser at the point of delivery hereinalter specilied, ducj

this contract or my renewal ot exteasion thereal, poladle treated wuter seesdag applicable purity standaris of g |

Statre Department of Health

, 000

‘n such quantity as may be required by the Purchaser got 10 exceed 2,300, zallong per muatﬁ’.

FHA

B

1 330 (3-1-68)




606-464-2429 SOUTHS1DE WAITEK

fiom an exdsling 8" inch main supply at a pain

back of Post.Qffice

" of Main Street,

PRI,

(3N

vy and Pressure) That water will be [urnished al a reasonably constant prL ure cajculated

cated

fch geeater pressure shall be borne by the Puwichaser, Emergency (ailures of presswe or supply due lo

- bregks, power [ailure, flood, (ire and use ol water to fight fire, earthquake or other calastrophe shall excuge

this provision {or such reasangble period of time as may be necessary b restore service.

3. (Metering Equipment) To (urnish, install, operate, and maintain st its own expense al point
necessary metering equipment, including a meter house or pil, and required devices of standsed type for prf
the quantity of water delivered to the Purchaser and to callbrate such metering equipment whenever requested
but not more {requently than once every twelve (1Z) months, A meter regislering got more than two percy
below the test result shail Ge deemed to be accurate. The previous readings of any meter disclosed by test

shall Ye corrected {or the _three (J) months previous lo such lesl in accordance with ¢
inaceulacy found by such tests. Ul any meter (ails to register {or any period, the amount of water fumished d
shall be deemed (o be the amount of waler delivered in the cortespanding period immedistely prior to the {aily

/,/’e;e' pressure than that normally available at the point of delivery is required by the Purchaser, the |

t of providing
in suoply line
e Sejler [rom

delivery, the
tly measuring
bl the Purchaser
of (2%) above or
be inaccurale

d

h§ percentage of
g such periog
. unless Seller

and Purchaser shall agree upon a dilferent amount. The metering equipment shall be read o0 .18+ 1 da %
An appropriate official of the Purchaser at all reasonable times shall bave sccess lo the meter {or the pus
its teadings.

d. (Billing Procedute) To [urnish the Purchaser at the above addiess not later than the 10t
each month, with an itemized slatement of the amount of water fumished the Putchaser during the preceding mg

B, The Putchaser Agrees:

. (Rates and Payment Date) To pay the Scller, not later than the —20th day of each n
delivered in accordance with the following schedule of rates:

s {or the {15!

minimum sale per month,

a.

1ieh, for water

gallons, which amaunt ghjll also be the

b, § cents per 1000 gallons [or water in excess of galloas but
less thao gallons, l
c. § cents per 1000 gallons for water in excess of galions.
**$3,00 per thousand gallons
8
2. (Coaaeclion Fee) To pay as an agreed cosl, 3 connection [ee to connect the Seller's system] fith e system

of the Purchaser, the sum of .. .OODE . dollars which shall cover any and all costs of the Seliqr

or installation

of the welering equipweot and .ﬂﬂwmm&—mlrfhmr




Temporary or parGai

11/15/2885 lB‘.’ 38 686-464-2429 SOUTHSIDE WAlkk FRuL w0
tread between the Seller and the P==taser 25 lollows:
~?Fem of Contract) That this contract shall sxtexd (ar.a term ol A0 _syesrs [rom the datejof the inidaj
ol any walet as shown by the first bill submilted Y the Seller lo the Purchaser aod, thereaites may Jehenewed or
such tem, or lerms, a9 may be agreed upoa by the Seller aod Purchaser.
1 (Delivery ni ¥ateri That .22 (10 davs pdor lo the estimated date of compietion of canstjulliion o <he
Dyscaeser's water suppiv disiribulion sysiem, the Pwchaser will natily Gie Seller in writing e date for the injfal ceiiver
sl rates,

2. (Wacer for 1estmg.) Yhea 'eauesteo 5y the Pwcaser the Seier will make avaiiaole o the con
-oint of jeiivery, ot other oiot teusonaoly close thereu:. watar suificieat for lesting, ’lu:nmg, and lrench liili
of the Parchasér duriag csostricUos, imespesiive of vheche e aetenng zquipment aas beea installed ac !

Jat AR ahich 2il! Se zai &7 the conuacwe ar, e 3s ailure o gay, Dyt

tRarge o0 2
in o oeli

VK

-

€
w1

1, {Faiiere ‘o Deiiver) That the Seifer will, at all = aperate agd maintain i3 cvsiem
and vii} take such scion 33 may de necessary 10 furniey e P‘rmaser wilh auandties of water required v
‘aitures o deliver water snall ve recefed 'with ail -osswle i spaten,
3norage ol waler,
the suppiy o water lo Puccraser s consumers shai) Se reduced o1 diminishes in the same ratio or proporlion as

Secler s coosumers i3 faguced Of diminished,

-
-

(Modiéicstion of Contract) Thal the provisions = Aj
the Purcsaser (o wster deiiveted are suoject to modilicauoe at the end of every ONE (1) vesrceriod. Am
deceease in rates snail be based oo a demonstrable inCrezse or desrease io the costs of pericemance ereun
costs shall not inciude increased capitalizalion af the Seller's system. Other provisions of Wis conttzc? may 3
aitered by autual agreement,

6. (Regulatory Agencies) That Uiis contract is se=ect to such ruies, tegulations, or laws as may

1o similar sgreementa in this State and the Seiler and Puichase 7ill colladacate in obtainiog such permits, certifi

jike, 33 may be required o comply therewith,

7. (Mlsc°tlaneous) That the canstruction ol the waizr suppiv distribution system by the Purchaser is b
5y a ioap made at inswied 9y, and/or a grant fiom, the United Rates of America, acting through the Farmers Hom
‘ion o 'Se United States Department oi Agrictiture, and the r=yvisions hetesf jercaining lo the undertakings ci ]
are condilioned upon the approval, in «titing, of Uie State Direcat oi the Farmers Home Administration,

the Durchaser) That in the eves: 2 any occurence :endering the 2uyrchzser inc
| g

4. (Successor lo
any suczessor of the Pwchsser, voether the resust of iegai process, issicnment,

‘pmming mder ihis cantrace,

siall sucoa=d W0 the rignts of the Purchaser hereunder,

* It ls Zurther agreed that both the Seller and the ?urch
shall meet and necotiate a2 new contract at least thirsty (30)
Sefiora the expiration date of said contract,

f~’!’he new rate set forth in this centract begias with the
oilling and is not retrcactive.

F)

in the avent o] 1
or the suppiy af waler 3va:labln ta (e jeiler is otherrise £lminishec over an extendes nqr

s coulrac! sertaining ‘o the scheduie of jates |

T

brBctor at the

el=urchaser.
extancec
1d 20 ume.
2u0piv o

S raid v
nc:ease of

, AUt 5uch
vodified or

apoiicable
ates, or the

p

el:g {inanced
e AT instie-

hg Surchaser

sat

te,

ole 3
e 3
o
Tawrt I3

4

[

‘Al

RS |

(2]




11/15/2085 10:38 ~ 6B6-464-2429 SOUTHSIDE WATER PAGE Ub

4 , .
jcs hereto, acting undet authorily of theit 1especlive governing bodies, have caused thigjgunuact

d in three (3). _counterparls, each of which shall constilute an original,

v

By LR D
Altest: Z/ Title e _
= Secretary
Puichaser: '

SOUTHSIDE WATER ASSOCIATION, IN(

Allest

\ ~T.. = = (};\C'W\an_ . .w_i
.This contract is approved on behall of the Farmers Home Ad=ipistration this day of .
19 e
By
Title




Appendix F

Expenses and Revenues



Southside Water Association, Beattyville, Kentucky
Statement of Revenues and Expenses for Water Accounts

(taken from 2002 through 2004 Annual Audits by John T. Lane, PSC)

Operating Revenues
Water Sales
Miscelleaneous

Total Operating Revenues

Operating Expenses
Utilities

Salaries

Taxes

Supplies

Office expense
Insurance

Water purchased
Outside services
Other
Depreciation

Total Operating Expenses

Operating Income (Loss)

Non-Operating Revenues (Expenses)
Interest Revenue

Net Nonoperating Revenues (Expenses)

Net Income (Loss)

FY 2002

$187,279

$0

$187,279

$3,341
$41,178
$10,018
$4,561
$3,189
$6,822
$77,540
$1,325
$924
$5,078

$153,976

$33,303

$900
$900

$35,103

Water Funds
FY 2003

$181,635
$882

$182,517

$3,844
$40,994
$11,437
$12,535
$3,141
$8,714
$76,849
$2,325
$4,086
$5,149

$169,074

$13,443

$339
$339

$14,121

FY 2004

$176,835
$6,005

$182,840

$4,564
$42,375
$10,823
$5,267
$2,984
$9,579
$72,331
$16,706
$3,657
$5,190

$173,476

$9,364

$193
$193

$9,557



Southside Water Association, Beattyville, Kentucky
Estimated Future Revenues and Expenses for Water Accounts

Operating Revenues

Water Sales

Miscellaneous (other operating)
Total Operating Revenues

Operating Expenses
Utilities

Salaries

Taxes

Supplies

Office expense
Insurance

Water purchased
Outside services
Other
Depreciation
Interest Payments

Total Operating Expenses
Operating Income
Non-Operating Revenues (Expenses)

Interest Revenue
Total Non-Operating Revenues (Expenses)

Net Income (rounded)

Outstanding Principal Expenses

FY 2005

$182,140
$6,185
$188,325

$5,249
$43,858
$10,985
$5,794
$2,894
$10,824
$74,501
$4,100
$3,291
$5,242

$166,739

$21,587

$193
$193

$21,780
$0

$21,780

Estimated Water Funds

FY 2006

$187,604
$6,371
$193,975

$6,036
$45,393
$11,150
$6,373
$2,808
$12,231
$76,736
$4,600
$2,962
$5,294

$173,584

$20,391

$193
$193

$20,584
$0

$20,584

FY 2007

$193,232
$6,562
$199,794

$6,941
$46,982
$11,317
$7,010
$2,723
$13,822
$79,038
$5,100
$2,666
$5,347

$180,947

$18,847

$193
$193

$19,040
$0
$19,040

FY 2008

$199,029
$6,759
$205,788

$7,982
$48,626
$11,487
$7,711
$2,642
$15,618
$81,409
$5,600
$2,399
$17,401
$16,500

$217,377

($11,589)

$193
$193

($11,396)
$3,500

($7,896)

FY 2009

$205,000
$6,961
$211,962

$9,180
$50,328
$11,659
$8,483
$2,562
$17,649
$83,851
$6,100
$2,159
$17,575
$16,500

$226,047

($14,085)

$193
$193

($13,892)
$3,850

($10,042)
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Proposed Improvements
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APPENDIX G-1
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Appendix H

Cost Estimates



Opinion of Probable Project Cost

Water Main Replacement Project
Southside Water Association
Beattyville, Kentucky

Item Description Qty Unit gg ; i T(ZZ{
1. |Mobilization 1l LS $10,000 $10,000
2. |General Conditions 1] LS $5,000 $5,000
3. |6-inch PVC 3,700 LF $30 $111,000
4. 4-inch PVC 600| LF $26 $15,600
5. |12-inch Steel Encasement Pipe (Bore & Jack) 80] LF $175 $14,000
6. |Booster Pump Station 1 LS $75,000 $75,000
7. ]125,000 Gallon Ground Storage Tank 1 LS $180,000 $180,000
8. |Tank Foundation & Site Work 1] LS $20,000 $20,000
9. |Demobilization 11 LS $5,000 $5,000
Construction Cost Opinion $435,600
Contingency at 10% $43,560“
Total Opinion of Construction Cost (rounded) $480,000
Administration $2,000
Legal $2,000]
Land Acquisition $5,0()0“
Preliminary Engineering Report $10,000"
Resident Inspection 5.16% $23,000|
Design Engineering and Contract Administration 8.64% $38,000"
Additional Engineering $5,000"
Interest During Construction $3,000l

Total Opinion of Probable Project Cost

$568,000
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