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CI-IARLES S AIUSSOh 
LY/ RANL3ALL JONES 
CIHRISTIAN L IUCXETT 

May 8,2009 

Mr. Jeff Derouen 
Executive Director 
Public Service Commission 
P.O. Box 615 
Frankfort, Kentucky 40602 

Re: Breathitt County Water District Water Project - ICRS 278.023 

Dear Mr. Derouen: 

Enclosed please find the original and ten (10) copies of the Application of the Breathitt 
County Water District for an Order approving financing and issuance of a Certificate of Public 
Convenience and Necessity pursuant to KRS 278.023. 

Also enclosed are eleven (1 1) copies of the exhibits required pursuant to 807 I U R  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 kcnow 

Sincerely, 

Rubin & Hays 

WRJ:jlm 
Enclosures 
cc: Distribution List 



DISTRIBUTION LIST 

Re: Breathitt County Water District Waterworks Revenue Bonds, Series 2009, in 
the principal amount of $350,000 

Mr. Vernon Brown 
Acting State Director 
USDA, Rural Development 
77 1 Corporate Drive, Suite 200 
Lexington, Kentucky 40503-5477 

Ms. Peggy Collett 
USDA, Rural Development 
305 Dawahare Drive 
Hazard, Kentucky 4 170 1 

Mr. John L. Smith, Chainnaii 
Breathitt County Water District 
1137 Maiii Street 
Jackson, Kentucky 41339 

Ms. Sandra K. Dunahoo 
Nesbitt Engineering, Inc. 
227 North Upper Street 
Lexington, Kentucky 40507 

Brendon D. Miller, Esq. 
Attorney at L,aw 
1 149 Main Street 
Jackson, Kentucky 4 1339 

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

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

Phone: (606) 439-1378 
Fax: (606) 436-6357 

Phoiie: (606) 666-3800 

Phone: (859) 233-3 1 1 1 
Fax: (859) 259-2717 

Phone: (606) 666-4422 

Phone: (502) 569-7534 
Fax: (502) 569-7555 



COMMONWEALTH OF KENTIJCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: MAY 1 1 2009 
PUBLIC SERVICE 

co M M I ss ION THE APPLICATION OF BlWATHITT COUNTY ) 
WATER DISTRICT FOR A CERTIFICATE 
OF PUBLIC CONVENIENCE AND NECESSITY 
TO CONSTRUCT AND FINANCE PURSUANT 
TO THE PROVISIONS OF KRS 278.023 

) 
) Case No. 2009 - a) \ 
) 
) 

A P P I., I C A T  I O  N 

This Application ofthe Breathitt County Water District (the "Applicant") respectfully shows: 

I .  That the Applicant is a water district of Breathitt County, Kentucky, created and 
existing under and by virtue of Chapter 74 of the Kentucky Revised Statues. 

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

Breathitt County Water District 
c/o Mr. John L. Smith, Chairman 
1137 Main Street 
Jackson, Kentucky 41 339 

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 "Project1') 
to the existing waterworks system ofthe Applicant; and (ii) approval ofthe proposed plan offinanc- 
ing said Project. 

4. That the proposed project consists of the installation of approximately 20 miles of 
2 ,4 ,6  and 8 inch waterline and a booster pumping station, and the construction of two ground water 
storage tanks. 

5.  That the Applicant proposes to finance the construction of the Pro,ject through 
(i) issuance of $350,000 of its Waterworks Revenue Bonds, (ii) a IJ.S. Department of Agriciilture, 
acting through Rural Development ("RD") grant in the ainoiint of $250,000, (iii) an Appalachian 
Regional Coinmission ("ARC") grant in  the amount of $500,000, and (iv) a Community 
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Development Block Grant ('ICDBGI') in the amount of $862,800. The Applicant has a coinmitment 
from RD to purchase said $350,000 of bonds maturing over a 40-year period, at an interest rate of 
not exceeding 2.75% per annum, as set out in  the RD Letter of Conditions filed lierewith as an 
Exhibit. 

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 RD Letter of Conditions, as amended. 

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

(2. Copy of Preliminary and Final Engineering Reports. 

D. Certified statement from the Chairman of the Applicant, based upon statements of 
the Engineers for the Applicant, concerning the following: 

(1) The proposed plans and specifications for the Project haw been designed to 
meet the minimum construction and operating requirements set out in 
807 KAR 5966, 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 existing rates of the Applicant shall produce the total revenue 
requireinents set out in the engineering reports; and 

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

8. That the foregoing constitutes the documents necessary to obtain the approval of the 
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. 
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WHEREFORE, the Applicant, the Breathitt County Water District, asks that the Public 
Service Commission of the Commonwealth of Kentucky grant to the Applicant the following: 

a. A Certiticate 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. 

b. An Order approving the financing arrangements made by the Applicant, viz., the 
issuance of $350,000 of Breatliitt County Water District Waterworks Revenue Bonds 
at an interest rate of not exceeding 2.75% per annum; an RD grant in the amount of 
$250,000; an ARC grant in the amount of $500,000; and a CDBG grant in  the 
arnount of $862,800. 

BREATHITT COUNTY WATER DISTRICT 

RUBIN & HAYS 

Louisville, Kentucky 40202 
(502) 569-7525 
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COMMONWEALTH OF KENTUCKY ) 
) ss: 

COlJNTY OF BREATHITT 

The undersigned, John L. Smith, being duly sworn, deposes and states that he is the 
Chairman of the Board of Commissioners of the Breathitt County Water District, the Applicant, i n  
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 tlie undersigned on this May L, -%- 
2009. 

Subscribed, sworn and acknowledged to before me by John L. Smith, Chairman ofthe Board 
of Commissioners of the Breathitt County Water District, on this May cb, 2009. 

MY Commission expires: 0t.c Y, t 4  

In and for said County and State 
(Seal of Notary) 
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JUL - 9 2008 

United States Department of Agriculture 
Rural Development 
Kentucky State Office 

July 7,2008 

Mr. John L. Smith, Chairman 
Breathitt County Water District 
1 1 37 Main Street 
Jackson, Kentucky 41339 

Dear Mr. Smith: 

This letter establishes conditions which must be understood and agreed to by you before hrther 
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 hnds  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 $350,000, a RUS 
grant not to exceed $250,000, and an Appalachian Regional Commission (ARC) grant in the amount of 
$500,000. 

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 applicant 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. (659) 224-7422 * Web: http://www rurdev usda govlky 

Ccmnitted to the future of :u:al iomniunities 

"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) 720-6382 (TDD) 

http://www
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1. Number of Users and Their Contribution: 

There shall be 884 water users, of which 420 are existing users, 414 are users fiom projects 
under construction , and 50 are new users. The Area Director will review and authenticate the 
number of users prior to advertising for construction u, 

1. 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 District will be required to execute Form AD-1049, "Certification 
Regarding Drug-Free Workplace Requirements (Grants) Alternative I - For Grantees Other 
Than Individuals." 

4. Repavment Period: 

The loan will be scheduled for repayment over a period not to exceed 40 years fiom the date of 
the Bond. Principal payment will not be deferred for a period in excess of two years from the 
date of the Bond. Payments will be in accordance with applicable KRS, which requires interest 
to be paid semi-annually (January 1 st and July 1 st) and principal will be due on or before the 
first of January. Rural Development may require the District to adopt a supplemental payment 
agreement providing for monthly payments of principal and interest so long as the bond is held 
or insured by RUS. Monthly payments will be approximate amortized installments. 

5. Recommended Repayment Method: 

Payments on this loan shall 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 55 10, "Authorization Agreement for 
Preauthorized Payments," should be signed by the District 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 arise. 

The District will be required to deposit $125 per month into a "Funded Depreciation Reserve 
Account" until the account reaches $15,000. The deposits are to be resumed any time the 
account falls below the $15,000. 

The required monthly deposits to the Reserve Account and required Reserve Account levels are 
in addition to the requirements of the District's prior bond resolutions. 
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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 District also needs to fund an account for short-lived assets by depositing a sum of $1,600 
monthly into the account. The funds in the short-lived asset account may be used by the 
District as needed to replace or add short-lived assets in the District’s water system. 

7. Security Requirements: 

A pledge of gross water revenue will be provided in the Bond Resolution. Bonds shall rank on 
a parity with existing bonds, if possible. 

If this is not possible, the bond will be subordinate and junior to the existing bonds, in which 
case the District will be required to abrogate its right to issue additional bonds ranking on a 
parity with the existing bonds, so long as any unpaid indebtedness remains on this bond issue. 

8. Land Rights and Real Property: 

The District 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 Drivate 
ri&ts-of-wav where feasible. Easements and options are to be secured prior to advertising for 
construction bids. 

9. Organization: 

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

10. Business Operations: 

The District 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 District after 
review by Rural Development. At no later than loan pre-closing, the District will be required to 
hmish a prior approved Eanagement plan to include, as a minimum, provisions for 
management, maintenance, meter reading, miscellaneous services, billing, collecting, delayed 
payment penalties, disconnectheconnect fees, bookkeeping, making and delivering required 
reports and audits. 

1 1. Accounts, Records and Audits: 

The District will be required to maintain adequate records and accounts and submit annual 
budgets and year-end reports (annual audits) /statistical and financial reports, quarterly and 
annually, in accordance with subsection 1780.47 of RUS Instruction 1780. 

The enclosed audit booklet will be used as a guide for preparation of audits. The District shall 
be required to submit a copy of its audit agreement for review and concurrence by Rural 
Development prior to pre-closing the loan. 
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E The District shall obtain the assistance of its accountant to establish the District's accounting 
system. Rural Development review of the accounting system is required. 

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

The District will accomplish audits in accordance with 0M.B Circular A-133, during the years 
in which federal funds are received. The District will provide copies of the audits to the Area 
Office and the appropriate Federal cognizant agency as designated by OMB Circular A-133. 

12. 

1 3. Insurance and Bonding: 

The following insurance and bonding will be required: 

A. 

B. 

C. 

D. 

E. 

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

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

Fidelity Bond - The District 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 $15,000. 

Real Property Insurance - The District 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 District 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 District will obtain and maintain adequate coverage on any 
facilities located in a special flood and rnudslide prone areas. 

14. 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 180 days from this date, and prepare bid documents. The 
Area Director is prepared to Eurnish the necessary guide to follow so as to keep 
the project plans and documents within our guidelines and requirements. The. 
proiect should not be advertised for construction bids untimeasernents and 
enforceable options have been obtained, and total funds are committed or 
available for the proiect. 
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B. 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. 
2. 

3. Legal Service Agreements. 
4. Engineering Agreements. 

Final plans, specifications and bid documents. 
Applicant's letter on efforts to encourage small business and minority- 
owned business participation. 

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. 

Prior to receipt of an authorization to advertise for construction bids, the District 
will obtain advance clearance from Bond Counsel regarding compliance with 
KRS 424 pertaining to publishing of the advertisement for construction bids in 
local newspapers and the period of time the notice is required to be published. 

15. civil Rights & Equal 0p.oortunity: 

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 far loans and/or grants subject to 
the Act must contain the covenant required by paragraph 1901.202(e) of this Title. 

C. The h e n c a n s  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 
I1 of the Act applies to facilities operated by state and local public entities that 
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16. 

17. 

18. 

19. 

provide services, programs, and activities. Title 111 of the Act applies to facilities 
owned, leased, or operated by private entities that accommodate the public. 

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. 

D. 

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

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 District. 

Compliance with Special Laws and Regulations: 

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

System Operator: 

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

Prior to Pre-Closing the Loan, the District Will Be Required to Adopt: 

A. 

B. 

C. 

D. 

Form RUS Bulletin 1780-27, "Loan Resolution (Public Bodies)." 

Form RD 400-1, "Equal Opportunity Agreement." 

Form RD 400-4, "Assurance Agreement." 

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

Form RD 1910-1 1 , "Applicant Certification Federal Collection Policies for 
Consumer or Commercial Debts." 

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

RUS Bulletin 1780-22, "Eligibility Certification." 

E. 

F. 

G. 



E’ 

’ Breathitt County Water District Page 7 

20. Refinancing and Graduation Requirements: 

The District is reminded that if at any time it shall appear to the Government that the District 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 District will apply for and accept such loan in sufficient amount to repay the 
Government. 

2 1. Cornmercial Interim Financing: 

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

Before the loan is closed, the District 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. 

22. Disbursement of Project Funds: 

A construction account for the purpose of disbursement of project h n d s  (RUS) will be 
established by the District 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. 

For each “construction account” as established, if the amount of RUS loan and grant funds plus 
any applicant contributions or funds from other sources to be deposited into the account are 
expected to exceed $1 00,000 at any time, the financial institution will secure the amount in 
excess of $100,000 by pledging collateral with the Federal Reserve Rank in an amount not less 
than the excess in accordance with 7 CFR, 1902.7(a). 

During construction, the District shall disburse project hnds 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 District, the Board of Directors 
shall review and approve each payment estimate. All bills and vouchers must be approved by 
Rural Development prior to paymentby the District. 

Form RD 440-1 1, ”Estimate of Funds Needed for 30-Day Period Commencing 
be prepared by the District and submitted to Rural Development in order that a periodic 
advance of federal cash may be requested. 

,I’ will 

Borrowers receiving federal loan and/or grant funds by EFT will have funds directly deposited 
to a specified account at a financial institution with hnds  being available to the recipient on the 
date of payment. The borrower should complete Form SF-388 1 , “Electronic Funds Transfer 
Payment Enrollment Form,” for each account where funds will be electronically received. The 
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2 completed fonn(s) must be received by Rural’Developnent at least thirty (30) days prior to the 
first advance of funds. 

Monthly audits of the District’s construction account records shall be made by Rural 
Development. 

23. Disbursement of Grant Funds: 

The RUS hnds  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 District. Grant funds, upon 
receipt, must be deposited in an interest bearing account in accordance with 7 CFR part 301 6 
(as applicable). Interest earned on grant funds in excess of $100 (as applicable) per year will be 
submhted to $.US at least quarterly. 

24. Cost of Facility: 

Breakdown of Costs: 

Development $ 808,000 
Land and Rights 15,000 
Legal and Administrative 20,000 
Engineering 175,100 
Interest 9,000 
Contingencies 72,900 

TOTAL $ 1,100,000 

Financing: 

RUS Loan 
RUS Grant 
ARC Grant 

$ 350,000 
250,000 
500,000 

TOTAL $ 1,100,000 

25. Commitment of Other Project Funds: 

This Letter of Conditions is issued contingent upon a firm commitment being in effect prior to 
advertising for construction bids for the ARC grant in the amount of $500,000. 

26. Use of Remaining Project Funds: 

The applicant contribution shall be considered as the first funds expended. After providing for 
all authorized costs, any remaining project finds will be considered to be RTJS/ARC grant 
finds and rehnded in proportion to participation in the project. If the amount of unused 
project finds exceeds the grants, that part would be RUS loan funds. 

27. 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 
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28. 

29. 

30. 

31. 

32. 

authorization to proceed with the bidding phase. The operating budget should be based on a 
typical year cash flow, subject to completion a f  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 District must be at least adequate 
to meet cast 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 @ $ 19.90 - Minimum Bill. 
All Over 2,000 gallons @ $ 9.95 - per 1,000 gallons. 

Water Purchase Contract: 

The District 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 District 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). 

Floodplain Construction: 

The District will be required to pass and adopt a Resolution or amend its By-Laws whereby the 
District 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 District 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 (NFP) 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 October 25,2007, 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. 
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c C. Any excavation by Contractor that uncovers a historical or archaeological artifact 
shall be immediately reported to Owner and a representative of Agency. 
Construction shall be temporarily halted pending the notification process and 
further directions issued by Agency after consultation with the State Historic 
Preservation Officer (SHPO). 

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

E. Best Management Practices shall be incorporated into the project design, 
construction, and maintenance. 

33. Final Aproval 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 hnds  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, 

State Director 

Enclosures 

cc: Area Director - London, Kentucky 
Kentucky River ADD - Hazard, Kentucky 
Rubin & Hays - Louisville, Kentucky 
Brendon Miller - Jackson, Kentucky 
Nesbitt Eng., h c .  - Lexington, Kentucky 
PSC - ATTN: Dennis Jones - Frankfort, Kentucky 



United States Department of Agriculture 
Rural Development 
KenLucky State Office 

Vir. Jolin I . Smith, Chairman 
Rreathitt Coiiiity Water District 
1 137 Mail? Stree~ 
Jackson. K ~ i i t ~ i c k y  31339 

Dear Mr. Smith: 

Tlie Second Paragraph 011 Page 1 is rctiseci 10 read as follows: 

Paragraph iiii~iibzretd '24'' i s  revised to rcad as foIlows: 

I)e~relopii~en t 
1 ,and and Rights 
I ,e@ aiid Adixinistrativc 
Eiiginceririg 
Tnteresf 
Cont ingcnci es 

$ 1,565,301 
1 5,000 
20,000 

2 Q,5 9') 
20,000 
80,000 - 

TOTAL 5 1,062.800 

771 Corporaie Drive * Suilc 290 Lexingtori. KY 40502 
Phone: (859) 224 7336 * Fax: (559) 221-7344 * TDD. (853: 224-7122 Web: h;Ip:!?w.w rur::ev iisda cjovPky 

' USDA is an equal opportunity provider ezpioyer ~ 1 x 7  Iencler " 
'lo file a <:on!plaiiit Oi ciisw?rniiiatio!i write LJSDk. Director. Otlice af Civil Rights, 

'I430 Independence Avenue. SW. Wzshirig 
or call (800) "95-3272 (voice) 31 (202) 



F inm cin g : 

Paragraph numbered '"2,5'' is rcviscd in  rcad as h l l o ~ . s :  

l'liis 1,eiter ot'Chi~litions is issued cnntiiigciit upon a limi coiiimitincril bcing i n  dfccr 
prior to advertising for construction hicis for the C\RC grant i n  the amount of S500,ilOO 
aiid for the IITJD-CDBG grant in thc amount ofS862,800. .' 

All othcr provisions of thc referenced 1 cttcr of Conditions rcinaiti in fi.111 forcc and ~ i ~ i ~ l t a ~ ~ g c t l .  

Sincerely, 

VERNON C. BRClWI1; 
Acting State Director 

cc: Al-ca Dircclor - I ,oiidoii, I<eiirucky 
Kentucky River h T ) D  - I: Inrartf: Kentucky 
fiubin & Hays - I ,ouisville, Kentucky 
Brendoii Miller - Jackson, I<cntncliy 
Nesbitt Engiiiea-iirg Inc. - I,exingtori, Ketitnclq 
PSC - A I"1'N: I)cnnis .Iones . Fraiikfort, KenrLtcky 
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Unltod 8tmt.a Depsirtment of Agrlculturo 
Rum1 Deivelopment 
Kentucky Stela Offh  

May 8,2009 

SUBJECT: Breathitt County Water District 
Ky 30 East Water Extensions: 
Contract Award Concwrencci: 

TO: Area Director 
London, Kentucky 

Based on the bids received and the recommmdation of the consulting engineer, Rural 
Development concurs in the award of subject project to the low bidder on Contract 1, G 
& W Construction, Inc., in the amount of 1,439,032.36 with a change order being 
executed in the amount of $162,33 1,OO upari entering into contract to bring project costs 
within available funds. Rural Development concurs in the award to the low bidder on 
Contract 2, Laurel Construction Company, Ilnc., in the amount of%288,500.00. 

If you have any questions, please contact Julie Anderson, State Engineer, at (859) 224- 
7348. 

Ruralbeveloprnent 

cc: Nesbitt Engineering 
Lexington, Kentucky 

771 Corporate Dllve * Suhle 200 Lewlngfon. KY40503 
Priontt! (€160) 224.7300 Fex! (e@) 224.7426 . TDb: (868) 224.7422 - Wab: hffp:lluww.rurdsv,uede.pov~y 

Cornmitied to the fuarre of rural wmmunlllas. 

‘USDA Is on equal apportunltt pmvldar. employer end lander.’ 
To fils P comrrlalnt 61 Ulsarlmrnitlon wlte USDA, Dlmdor, OMca of CUI RIuhte, Room JZtJ-W, Whlbn Building, 14‘” and 

lndsbendence Avsnua, SW, WaehIngMn. DC ;!0250.86.10 nf all (202) 720.6684 (volce or Ton). 





CERTIFICATE OF CHAIRMAN OF BREATWITT COUNTY WATER DISTRICT, 
AS TO STATEMENT REQUIRED BY SECTION l(5) OF 807 KAR 5:069 

I, John L. Smith, hereby certify that I am the duly qualified and acting Chairman of the 
Rreathitt County Water District, and that said District is in tlie process of arranging to finance the 
construction of extensions, additions and improvements to the existing waterworks system of the 
District (the "Project"), in cooperation with tlie Engineers for the District, Nesbitt Engineering, Inc, 
Lexington, Kentucky. 

Rased on information f~iriiished to me by said Engineers for tlie District, 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 S (  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 been obtained. 

3. That the existing rates ofthe District shall produce the total revenue requireinents set 
out in the engineering reports. 

4. That it is now contemplated that construction of tlie Project will begin on or about 
July 1,2009, and will end on or about June 1,201 0. 

STATE OF KENTUCKY ) 

COUNTY OF BREATHITT ) 
1 ss 

Subscribed and sworn to before me by John L,. Smith, C1iail;man of the Board of 
Coininissioners of the Breathitt County Water District, on this May 5.", 2009. 

(Seal of Notary) I n  and For Said State and County 
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inwry ~ ~ ~ ~ ~ e e ~ ~ n ~  Re 
mended to Final ~n~~~~~~~~~ Re 

KY 30 East Waterline Extension 
Breathit% County Water District, Jackson, Kentucky 

Chaptor 2 - Psojoct Planning Area 

- 

Breathitt County Water District (BCWD) is a Class “C” Water District organized in August 
2003 by the Breathiti County Judge Executive. The County Judge then appointed five 
commissioners to serve on the Water District’s Board. These five commissioners 
subsequently then selected a Chairman from the appointed board. 

Currently, the BCWD has approximately 620 customers; however, once the KY 1’1 ‘10 
Phase-1 and KY 75 Watts Waterline Extension projects are put into full service 
(estimated lo !;e S ~ m m e r  2009) the number of cus‘iGmers c w l d  iiicrease ta aver 900 
households. In addition lo these customers, at the completion of the KY 30 West and 
KY 3237 (Canoe) projects (by the end of 2009) and the MY ‘I 110 Phase-2 project (by 
early 201 0), the District’s customer base could increase to above 1000 households. 

Jackson, the county seat, operates ,an independent water system (Jackson Municipal 
Water Works), drawing water from the North Fork of the Kentucky River. The system 
currently serves 2,000 households The water treatment plant (WTP), capable of 
producing 2.5 MGD, is expected to supply the potable water product to the various 
Breathitt County water line extensions. Daily production by Jackson Municipal Water 
Works is currently 800,000 gallons (33% of plant capacity) and their storage capacity is 
presently 925,000 gallons. The 300,000-gallon Highland Avenue water storage tank will 
provide storage for the proposed MY 30 East Waterline Extension. This proposed 
project is the seventh (7Ih) project of this type in BCWD’s effort to deliver potable drinking 
water to all residents outside Jackson’s service area. Jackson’s WTP is expected io  
have more than adequate capacity to supply the needed potable water for this proposed 
project. 

See Figure 2 which shows the Water Distribution Project Area for this project. 

Breathiti County has 6,170 occupied housing units per the 2000 US Census report. The 
KY 30 East Water Main Extension project area has approximately 200 residential 
households. This project has a maximum concentration of greater than I O  customers 
per mile plus it would provide water to an elementary school that is now being supplied 
by an on-site system. Most of the housing in the area is currently served by privately 
operated wells. Most of the water obtained from drilled wells in Breathitt County is 
extremely hard and contains noticeable amounts of iron. 





Amended to Final Engineering Weport 
KY 30 East Waterline Extension 

Breathitt Cobrnty Water District, Jackson, Kentucky 

xisting FacilitieslNeed for Project 

- 
I here is no potable water service in the proposed project area other than the on-site 
treatment plant at the Rousseau Elementary School. Residents in this area must rely 
either on wells, springs or hauled water for their domestic water needs. Breaihitt County 
is one of the last counties in the Commonwealth to be provided Created water in the rural 
areas of the County. 

- 
I he well water is extremely hard and contains noticeable amounts of iron. Salty water 
may be found from 50 fee? to severa! hundred feet below the [eve! of the principa! va!!ey 
bottoms. Where springs supply water, the yield is rarely more than 5 GPM. A more 
reliable and healthy source for water is needed. 

The proposed project will consist of approximately 6 miles in the Base 5id area and ’I 3 
miles in the Additive Alternate Number 1 area, of various sized water lines ranging from 
8 inch to 2 inch diameter. These waterlines will be served by a master meter connection 
between BCWD and Jackson Municipal Water Works along KY 30 East. 

This proposed project could bring potable water service to some 200 homes and 
churches within the project area plus the Rousseau Elementary School. 

- 
I he 2000 US Census reports 2.61 persons per household so the maximum total service 
population will be to (2.61 x 200 = 522 persons) approximately 500 people. At a 
conservative usage rate of ‘1 00 gallons per person per day, Chis would equate to an 
average day base requirement of 50,000 CPD for the 200 homes in the project area. 

3 
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~~~~~~~n~~~ En 
Amended to Final En 

KY 3Q East Waterline Extension 
reathitt County Water District, Jackson, Kentucky 

The proposed potable KY 30 East Waterline Extension consists of two contracts. The 
waterline contract is Contract W 1 which consists of two segments, the Base Bid (BB)( 
booster pump station and 6.1 5 miles of waterline) and the Additive Alternate (AA) 
Number ’1 (consists of 13.05 miles of proposed waterlines). This is a total of 
approximately 10 1,500 feel of waterline ranging from &inch io 2-inch in diameter. 
Contract W 2 consists of the construction of iwo storage tanks 

- 
I he BB a rd  AA were advertised in the lscal  newspaper and the Lexington Herald- 
Leader and bids for these segments were opened and read at the Breathiit County Court 
House at 3:30 P.M. on April 15, 2009. Eleven contractors ordered plans for Contract # 
1, the waterlines, and eight contractors submitted sealed bids for Contract +! ‘I (this 
contract included both the 55 and the AA) Four contractors ordered plans for Contract 
W 2, the tanks, and two contractors submiited sealed bids for Contract +! 2. See the 
Certified Bid Tabulations for both to these contracts in Appendix “A” of this report. 

Both of the low bid contractors had previously completed contracts for the Water District 
and performed in performed their duties in exemplary fashion. I herefore, and due to 
other prior experience with these contractors, a letter of recommendation to award the 
low bids pending available funding, the concurrence of the funding agencies and the 
Public Service Commission was easy io write to the District. 

- 

By adding the two low 55’s for Contract f 1 and Contract W 2 ($592,249.51 f 288,500 = 
$880,749.51 ), one can then subtract this total from the Rural Development’s revised 
Letter of Conditions (dated 4/28/09) Development line item ($1,565,201) to see what 
amount of funds remain for the AA. The iota1 remaining amount of the RD Development 
line item is therefore ($1,565,201 - 880,749.51) $684,451.49. The total bid amount for 
AA was $846,783.83. A i  this tirne, only $684,45 1.49 of the AA will be added to the 6B 
by change order, which will coincide with the RD Developmenl amount. Keep in mind 
there is also $80,000 in contingencies which could be used for line installation if not 
needed during construction. 

The Total Opinion of Probable Projeci Cost, the Sources of Project Funding and the 
Annual Required Revenue are all provided in Appendix “5” of this report This 
spreadsheet also verifies that there will not have to be a rate increase in user rates to 
adequately finance this project. 

4 
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Arne 
KY 30 East Waterline Extension 

Breathitt Cssinty Water District, Jackson, Kentucky 

Chapter 5 - Gsnclmeiosas & ~ ~ ~ ~ ~ ~ ~ n ~ a ~ ~ ~ ~ s  

To provide water service to the residents on KY 30 East, the new water lines, booster 
stations and storage tanks are necessary. In addition, waterline extensions along the 
branch roads 08 KY 30 East (such as Lick Branch, Meatscaffold Road, and Hunting 
Creek) could now be made or reached more feasibly in the very near future. 

I 

I he health, environmental, land use, and economic enhancement issues combined 
necessitate the need for this water system extension in Breathitt County. 

The existing City of Jackson water main on KY 30 East, stops just after the Kentucky 
Transportation Cabinet’s Maintenance Garage. This proposed project will also provide a 
reliable water supply to the additional cusiomers along the branch roads off KY 30 East. 
Additionally, the availability of reliable, clean, and chlorinated waier from the centralized 
source will improve the economy of scale for both the BCWD and the Jackson Municipal 
Water Works. 

P P  ___ - 
s ngina  ring, ine- 

5 
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~ ~ ~ ~ ~ ~ n a r ~  Engineering 
Amended to Final Engineering Report 

KY 30 East Waterline Extension 
bareathiat County Water District, Jackson, Kentucky 

Appendix ,‘A7’ 

e Contract81 
Q Bid From Low Bidder 
e Certified Bid Tabulation 

Q Contract #2 
e Bid from Low Bidder 
e Certified Bid Tabulation 

- -- 
a rrginas wirng, inrr. 
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May 4, 2009 

Mr. J. L. Smith, Chairman 
Breathitt County Water Oistrict 
1137 Main Street 
Jackson, Kentucky 4 1 339 

RE: Award of Construction Contracts 
Contract $# 1 .  KY 30 East Waterline Extension Project 
Contract # 2: KY 30 East Ground Storage 'Tanks 

Dear Mr. Smith: 

On April 15, 2009 at the Breathitt County Court House, eight (8) bids were received for Contract 
# 1 ,  and two (2) bids were received for Contract fit 2 of the above referenced project. Ceriified 
bid tabulations were prepared by our office for each contract and mailed to you for your 
information and files. 

After the Certified Bid Tabulations were prepared, a reference check was eliminated, since both 
hlesbiit Engineering, Inc. (NEI) and the District have conducted multiple successful projects with 
both of the apparent low bidders. Based on past experiences, we conclude that both, G&W 
Consiruction Go., Inc (Contract 1 ) and Laurel Construction Company, !nc. (Contract 2), qualify 
as responsive and responsible bidders, and are unaware of any reason a construction contract 
should not be awarded to them Therefore, NE1 recommends that Breathitt County Water 
District (ECWD) award Contract # 1 to GBW Construction Co., Inc. in the amount of 
$592,249.51 and Contract #2 to Laurel Construction Company, Inc for $288,500.00. 

Issuance of the "Notice of Award" for each Contract is recommended pending concurrence of 
the Kentucky Public Service Commission, and all other Funding Agencies. 

Please feel free to call me if you have any questions. Thank you for your time and attention to 
this matter. 

,Project Manager >/.'' 

/: C.. 
C. Jason Richardson. Judge-Execulive 

Shannon Moore, BCWD Superintendent 
Bryan Kirby, CEDA 
Gabriel Alderman, G8W Conslruclion Co , Inc 
Denias Philpol, LaLirel Conslruction Co , Inc 

P.\Brealhi11\998-22 I l i Y  30 Easl\Bidding\i JL Re C,oiil Award 05-04-09 doc 
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Note ’ The Additive Alternate Unit Prices must 
match the unit prices in the Base @id ~ Q F  the same items. 

00300-2b 

P.\Brealh!11\998-22 - A Y  30 Easl\Specs\Conlracl 1 Gen.RD\OGa 003008 Bid Schedule rlsBid 



esntra 

-16,021 32 

$ 12.70 1 $31.750.00l 

5 

s 50.00 I $550.001 



Corrections from the Bid Forms, as submitted. or extensions of unit 
prices andlor the resulting Bid Totals are shown highlighted and in 

ltalisized Bold Type 

I hereby cei'iify that the above tabulation ascurately represents bids, reseived, opened and read by the Breathitt County 
Water District in the Breathitt County CouFi Mouse, Jackson, KY on April 15,2889. 

Project Manager - Ora 6. Main, PE, MBA Date 

P.\Oreathit1\998-22 - K Y  30 East\Bidding\Certiiied Bid Tab Contract t XIS, Addilive Alternate R 1 Schedule 1 of 1 
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Be;scriptiun Unit 1 Quantity 1 unit cost =-I 
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MY 38 East Waterline Extension 
Breathitt County Water District, Jackson, Kentucky 

Appendix ,,El” 

FUNDING 

- 
e 

es 

e 

e, 

I able 6-1, Project CosVProject Funding 

Revised RD Letter of Conditions (2 pages - April 28, 2009) 

CDBG Grant Approval Letter (2 pages - April 20, 2009) 

Original RD Letter of Condition (10 pages - July 7, 2008) 

-- -.- 

P \Breathttt\998-22 - ICY 30 East\FER 2009 05\07b Appendix cover pages doc 



Breathitt co 
Table B-1 

KY 38 East Waterline - 5OT Garage t~ Rsussaau Schml and some of blunting Creek 
Opin ion  of Probable Project Cost - Post B i d  4-15-09 

Breathiff Cownfy, Kentucky 

ARC Grant 

RUS RD Grant 

RUS R D  Loan (2.75%, 38 yr arnort.) 

Contract B 1 - Base Bid received 4-15-09 (see Certified Bid Tab) = 
Contract # 1 -Addi t ive Alternate No. 1 received 4 - 1  5-09 (see Certified Bid Tab) Reduced to $$ available = 

$ 500,000.00 

$ 250,000.00 
$ 350,000.00 

Other Projest Related Costs 

Legal and Administrative 

Land and Rights (Acquisition for T2nk Site) 

Interest during construction 

Engineering 

Preliminary Engr. 

Design and Contract Admin. 

Resident Observation 

Hydraulic Analysis 

Operation 8 Maintenance Manual -- 
Additional-surveying, DOT permit, eic. 

20,000 

15,000 

20,000 

15,000 

127,904 

78.805 

17,500 

5,000 

Min imum - first 7000 aallons 











U n i t e d  States Department of Agricuiturf 
Rural Bevelcspmant 
Kenlucky Stale Office 

.ILlly 7 ,  2005 

MI-. Joli~i L. Smith: Chairinan 
Breathitt County Mfater Distiict 
1 1.37 Main Street 
.JacIcso~i, Kentucky 41 3.39 

Deal- MI. Smith: 

This lettei establishes conditions which must be undcistood and agreed to by you befoie hi-tliei 
consicleration may be given lo the application The loan and giant will be admrnisteied 011 behalf of 
the RLiial Utilities Seivice (RUS) by the Slate and Area office staff of USDA Ruial Developiiient Aiiy 
changes in pioject cost, source of ftmds, scope of seivices or any other significant clianges in the 

amendment to this letter. A n y  changes not approved by Rural Development shall be cause ioi 
discontinuing piocessirig of the appl~catioii. It should also be understood that R~iral Development is,$ .!. 
under no obligation lo piovide addi tioiial f h d s  to meet ail oveniui in construction costs. 

This letter IS iiot to be considered as loan and grant appioval or as ayqp%senlatioii as to the availability 
oi funds. Tlie docket may be coinpleted 011 the basis o f a  RUS loan iiot to excee~1~5=~~ONJO, a KLJS 
g ant 1101 io exceed $250,600, ai16 a1i App~iladiiati Regioiiai CoillKiiss'loii (ARC)  giarii iri ilie i l r ~ i o ~ ~ ~ i  of 

i: 3 pioject or applicant must be  reported to and approved b y  USDA Rural Developiiient, by written ,A 

A, 
' K  

c [, 

J, 

CP-P ..; -> 2 35 ,,A ,.* -3 
4 

--Y ~ 'L;,d- b 'r ) ~5oo,o0~~ 

If Rural Development makes the loan, the interest rate will be ihe lower of the rate in effect at the time 
of loan approval oi the rate in effect at the time of loan closing, unless the applicant otheiwise chooses 
The loan will be consideled aplxoved 011 the date a signed copy of Fonii RD 1940-1, "Kequest -+- ---* foi - 
Obligatioii of Funds," is mailed to you _-__ ~- -I - -I-- 
Please complete and ietiim the attached F o m  RD 1942-46, "Letter of Iiitent to Meet Conditions," i f  

you desiie that fui iliei considemtion be given to your application. " - - _ ,  e - -7- *., 

The "Letler of Intent to Ivleel Conditions" must be executed witliiii tlx-ee weeks fiom the date of this 
let~er or i t  becomes invalid uiiless a time extension is g a n t e d  b y  Rural Development 

If the conditions set lorth in this letter are not met wiilziii 240 days from the date hci eof, Ruial 
Development resei ves the i Q h t  to discoiitiiiue the processing of the application. 

,- ,.,IC --,-a- 

In signing Foi-iii R.D 1912-46, "L,etter of Intent to Meet Conditions," you are agreeing to complete the 
following as expeditiously as possible: 

771 Corporate Drive * Suile 200 * Lexington. I<Y 40503 
Phone (859) 224-7336 . Fax (859) 224-7444 * TDD (859) 224-7422 Web htlp Ilwvw rurdev usda gov/ky 

~.h;iiniIleti ILI the iuluie 01 iii~rll c(iii1iiiiiniIies 

'USDA is an equal opportunity provider employer and lender ' 
To file a coniplainl o l  discriminalion wrile USDA Direclor. Orfice of Civil Fiighls 

1400 Independence Avenue, SW. Washinglon. DC 20250-9410 
or call (800) 795-3272 (voice) or (202)  720.6382 (TDD) 



Bieatliitt Coiiiily \Vatel District Page 2 

1 Nuinbei ol IJseis and Their Contribution: 

TheIe shall be 884 watei- users, of wliicli 420 ai'e existing users, 41 4 ai-e users from projects 
~iiider coiisli-riciion , ant1 5 0  are new users. The Area Directoi will 1 cview and authenticate {lie 
ii~iiiibei. of users p jo r  to atlvei-tising for conslt~uction bids. 

/'' 

1. Grant k , m  eeiiieii 1: 

Attached is ;I copy of RUS Bulletin 1780- 12, "Water arid Waste System Grant A,~r-eeineiit," for 
yoiii- i evie\v You will be required to execute a coiiipleted foim at the time of grant closing 

3.  Dni 2-Fi ee Work Place: 

Piior to g a n t  closing, the District will be required to execute Form AD-1 049, "Certification 
Regarding Drug- Free Workplace Req iiireiiien t s (Grants) AI teniaii ve I - For GI-an tees 0 the1 
Tliaii In divi d Li als . " 

4. Repa ylii en t Period : 

Tlie loan \ v i I l  be scheduled Lor repayment over a peiiod not to exceed 40 yeais from the date of 
the Bond. Principal payment will not be deferred for a period in excess of two years from tlie 
date of ilie Boiid. Paymenis will be in accordance wirh applicable IGI S ,  which requires interest 
to be paid semi-airnually (January J _  ___iid_d 1st and A- July i - -.,_ 1 s j  and piincipal will be due 011 or before the 
first of January. Rural Development may require the District to adopt a supplemental payment 
agreen~e::t ~ ~ r w i d i n g  for n:ontI1!y payments of jxiixipal and interest sc Icfig as the bond is hefd 
or insured by RUS. h4onthly payments will b e  approxiniate amortized installmeiits 

5 .  Recommended Reyayliieiit Method: 

Payments on this loaii sliall be inade using the P~a$xx ize&Beb i t  .(pSiD) payment method 
This proceduie eliminates tlie need for paper checlts and ensures timely receipt of RD loan 
payments To i i i i  tiate PAD payments, Form SF 5.5 1 0, "Authorization Agreement for 
Preaiithoi ized Payments," should be signed by tlie District to authorize the electroiiic 
withdiawal of funds fiom your designated bank acco~inl on tlie exact installment payment due 
date. The Area Director will fLirnish tlie necessary fooniis and fui-the1 guidance on tlie PAE 
procec! ti I-e 

6. Reserve 1, c c o ~i n t s : 

Reseives must be properly budgeted to maintain tlie finailcia1 viability of any operation. 
Reselves are important to fiind ~uianticipated emergency maintenance, pay for repairs, and 
assist with debt service should the need arise. 

Tlie Disiiict will be iequiied lo deposit $12.5 pel montli into a "F~iiicled Degieciat 
0; The deliosits ai e to bc I estinied c7ny 

account falls below the $15,000 i "/ 

I __-, . --  -v.,- , 
..-*----1 Accouiit" u n t i l  the account 1 eaclies 

The ieqiiii ctl monthly deposits lo the I<eseive Account and ieq~iii~ecl Reserve Accoiini levels ai e 
i n  addition io the ieqiiiiements of Ilie District's pi 1 0 1  lmnc l  ~ c s o l ~ i t ~ o ~ i s  



Breathit[ County Walci Disti ict Page 3 

Tlle iiionlhly dcposits to the Rescive Account ai-e iequiied to coniniencc \vi t l i  tlic Gist month o f  
the J?ist fiill fisc,il y c ~ i  aftei the facility becomes operationwl r- '.- 

The Distiict also ncetls io fund a n  account foi slioi-t-lived assets by c! 
~iio~itlily into [lie account The funds in the shoi-t-lived assel account mCiy he tiscd by the 
Distiict as neccictl to ieplace or add slioi t-lived assets in the Disiiict's watei system 
-I-->--. - 

7. Security Reqiiii ement s . 

A- pledge of gross wale]" I-evenue will be provided in the Boncl Resolution Bonds shall I-anli 011 
a parity with existing bonds, ifpossible. 

If this is not possible, tlie bond will be subordinate aiid junioi to the existing bonds, in  which 
case tlie District will be required to abrogate its right to issue additioiial bonds iaiiking on a 
parity with tlie existing bonds, so long as any unpaid indebtedness I-emaiiis on this bond issue. 

S. Land Riglils and Real Properly: 

Tlie District will be required to I'imisli satisfactoi-yJ~J~., easeiiieiits - -d-- ) etc., i i e ~ ~ y - ~ f - ~ l l ,  
iiiaiiitaiii and operate the facility to serve the intended useis. The pipelines will be 011 private 
rights-of-way wlier-e feasible. Easenients and options are to be seciii-ed prior to advertising for 
constixiction bids. 

Tlie District will be legally organized under applicable ICRS which will pel-mit them to perfoim 
this service, boi-row and repay money 

10. Eusiiiess Operations: 

Tlie District. will be iwquired to operate the system iuidei, a well-established set of resolutions, 
i-ules aiid ~-egulations. "' A .7.-..w,.. bLidgEG;zist be established annually and adopted by the District after 
review by Rural Deveiopnient. At 110 later than loan ].""e-closing, the Distiici will be required to 
ftimisli a prior apjroved . _. II"*-.---u >"-I-_*- maiiageiiieiit _i.._...A. plan <.,--- to include, as a iiiiiiiniwii, provisioiis for 
management, maintenance, meter readiiig, iniscellaneous services, billing, collecti~ig, delayed 
payiient penalties, discoii~iect/reco~inec~ fees, booltlteeping, malting and delivering required 
I-eports and audits. 

1 1 I Accounts, Records aiicl Audits: 

Tlie District will be reqiiiid lo maintain adequate records and accounts and submit annual 
b 11 dget s and yea r-eii cl reports (ann ii a1 a i.id i t s) /stat i s t i cal a 11 (-1 fi ii  an ci a1 reports , qii art el-1 y and 
annually, in  ac~coi~daiice with siibsection 1730.47 of RIJS lnsti-tiction 1 780. 

Tlie enclosecl audit booklet will be used as a guide for pielxwation of audits The District shall 
b i i i i - e d  to subniit a copy of its audit a ,wxment  for 1 eview and CoiicLii-reiice by Rural 
-.,- Development prior io ])re-closiiig the loan. 
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l'he District shall obtain the assistance (I I i l s  ac,countant 10 establish the District's accounting 
system. Rural Development review of the accounting system is I equii-ed. 

1 2 Accomplisli Aticlits foi Yeais 111 Mhicli Fedelal Financial Assistance IS  Rece~vccl , 
"7 133 K ,  -.'@. 

Tlie District will ac,coiiipl.isli audiis i n  accordance with OMB Cii-culai. A- 1.33, cltii-ing tlie years 
in which kdei al f~incls are received. The District will ~~-0vic1e copies of the atidits to tlie Area 
Office and tlie appropriate Federal coyiizant agency as designated by OMB Cii-cular A- 13.3. 

13 .  Insurance and Bonding 

The followi~ig iiis~~r;i~ice and bonding will be required: 

A Adequate v D2niagc Insurance i nc 1 LI d i ng v e11 i CLI 1 ai. coverage, 
if applicable, must be obtained and mairitaiiied by tlie District. The District 
sliot.ild obtain amounts of coverage as recommended by its attorney, consulting 
engineer and/or iiisuraiice provider. 

B. W o r l ~ e ~ s ~ ~ i ~  - Tlie District will cairy worker's compensation insuiance 
for eiiiplopees in accordance \vi tli applicable state la\vs. 
.------- - 

C. @d@,it-yB~x3d- Tlie District will provide Fidelity Bond Coverage foi all peisoiis 
who have access to fLiiids. Coverage iiiay be provided eitliei. for all individual 
positions or pel sons, or tllrougli "blaidtet" coverage providing protection for all 

RTJS loans is $15,000. 
app:opljate e;;?pln\ l ,Jjbea c1 P a d , h l  a 3~ v o r  " X b i J a .  1c.qo CI The aii:otlnt ~f c o ~ e i - a g ~  rcqL1ii-d for afl 

D R~&~JQXJ;~JII~SL~I ail= - The District will obtain and niaiiiiain adequate fire and 
ex tended coverage on all sti-tictiires including iiiajoi i teiiis of equipment or 
machinery located i i i  tlie structures Tlie arnounts ol- coverage should be based 011 
reconiiiiendations obtained by the District fioiii its attorney, consulting engineer 
and/or iiisiwance providei. Subsurface lift stations do not have to be cove1 ed 
except for tlie value of electrical and pumping equipiiient therein 

E _c F l o s ~ , , h ~ s u ~ ~ ~ -  Tlie District will obtain and iiiaintain adequate covei age on any 
facilities located in a special flood and iiiudslide prone areas 

14. Plaiiiiiiiq and Perfoi-iiiiiio, Development: 

A. Tlie engineei should iioi be aiitliorized to comiiieiice work on final plans and 
specificatioiis until a detemiination has been made Ihal the project can be planned 
and constructed witliiii tlie estimated cost sliowii in paragaph "24" of this letter. 
The engineer may then proceed to develop final plaiis and q)ecificatioiis to be 
co~iipleted no later than 1 SO days from this date, and pl'epai-e bid cloctimenls. The 
Area Directoi is prepared to f~iInisli the necessary guide to l'ollo\.v so as to keep 
[lie project plans and documents within o ~ i r  guidelines and reqiiirements The 
proieci shoi~ld not be advertised for construction bitis u n t i l  all easenieiiis and 
enfoiol-ceable options have been obtained, and toial fiinds are commitled 01' 

available f o r  ilie project. 

<-x- .--__._- 
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15. 

B. The following documents will _-._ I ,_.--, be stibmjited *-...-. .- .-.---- to Rural Developiiieni for review ancl 
must be concuriwl in by Rural Development prior to advei-iiseliient for 
co 11 s t r~ ic  t i 011 bids : 

1 
2 

3 .  L,egal Service Agreements. 
4. 

Final plans, specifications and bit1 docunients 
Applicant’s letter 011 efforts to encourage small business and miiiority 
owned business participation 

Eng i nee1 i ng A ,rrl-eenien t s 

7 

Revision in these documents will be subject to Rw-a1 Developnient coiiciiixiice 
Any agreements, contracts, etc. not reviewed and approved I;y Rul-al 
Developinent will not be eligible foi- payment froiii pro,ject ftinds or revenues 
fi.oiii facilities financed by this Agency. 

Prior to receipt of an autlioiization to advertise for coiislr~iction bids, the District 
will obtain advance clearance fi-om Bond Counsel regarding compliance with 
IuiS 424 pel-taiiiing to publishing of the advertisenient for construction bids in 
local iie\vspapet.s and the period of lime the notice is required io be published. 

Civil Rights & Equal Qpportwiity: 

You should be aware of and will be reqrtired lo C O T ~ I ~ I Y  with other federal statute iequii-eiiients 
ir;chdiiig but r i ~ t  liniited to: 

1 

A. Section 504 of the Reliabilitation Act of  1973: 

Under Section 504 of the Rehabilitation Act of 1973, as ameiided (29 U S C 
794), no handicapped individual in the United States shall, solely by ieasoii of 
their Iiandicap, be excluded fi-om participation in, be denied the benefits of, or be 
subjected to discrimination tuidei any piograni or activity receiving RLII a1 
Development financial assistance. 

3. Civil Rights Act of 1964: 

All bon-owers are subject to, and facilities must be operated in accordance with, 
Tille 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 a s  i t  relates to conducti~ig and reporting of 
compliance reviews. Insti-uinents of coiiveyance for loans and/or grants sut7jec.t io 
the Act must contain the covenant I-equired by paragraph 1901.202(e) of this Title 

C The hiiel-icans with Disabilities Act (ADA) of 1990: 

This Act (42 1-l S C. 121 01 et seq.) prohibits discrimination 011 h e  basis of 
disabi l i t  y i i i  em 11 lo yiiieiit , state and  local goveiiuiien t services, pibl  ic 
t ra lis jn o i - ~  a1 i o 11, 17 ub I i c acc oiii i i i  od at i o i i  s , fac i 1 i ti es , ai1 tl i e 1 eco m in ~ i i i  i cat i o n s . 1’ i t 1 e 
I1 of the Act apiilie~ to facilities opeiatetl by state and local public elltitics i h a t  
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16. 

17. 

18. 

19. 

provide services; pi-ograiiis, a n d  activities Title I l l  o r  tlic Act applies to lacilities 
owned, leased, 01 opei-ated by pi-ivate entities that accommodate [lie public. 

Age Disci-imiiiation Act of 1975: 

This Act (42 LJ.S C. 6101 et seq.) provides that iio person in tlie IJnited States 
shall, on tlie basis of age, be excludecl fiom participation in,  be denied tlie benefits 
of, 01' be subjected to discriiiiiiiation ~iiider a n y  p r o p m i  01' activity receiving 
federal financial assistance. 

D. 

Rural Development financial prograiiis iiii.ist be extended without regaid to race, color, religion, 
sex, national oiigin, marital status, age, or physical or niental iianclicap. 

Clo si iig 111s truc t i o 11 s : 

The Office of General CoLiiisel, O L I ~  Regional Attorney, will be required to write closiiig 
instructions in coiuiection with this loaii. Conditions listed tl~erein must be met by the District. 

Co1iil)liaiice with Special Laws and Reailatioiis: 

The District will be required to co1lfoi-1ii to any and all state and local laws and regulations 
affecting this type project. 

System Operator: 

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

Prior to Pre-Closiiia the Loan, the Disli-ici Will Be Required to Adopt: 

A. 

B. 

C. 

D. 

Fomi R.US Bulletin 1780-27, "L,oaii Resolutioii (Public Bodies)." 

Foiiii RD 400- 1, "Eqwl Opportuiiity Aseeiiieiit." 

Fomi RD 400-4, "Assurance Ageeiiieni." 

Foriii AD- 1047, "Certification Regarding Debai-meiit, Sus~~ension, and Other 
R.espoiisibility Matters - Primary Covered Transaction." 

Foriii RD 1910-1 1 ,  "Applicant Certification Federal Collection Policies for 
Consunier or Coniiiiercial Debts." 

RD Jiistniction 1940-Q, Exhibit A-1,  "Certificatioii for Contracts, Grants and 
Loans It 

E. 

I;. 

G. KUS Bulletin 1780-22, "Eligibility Ceiiiification." 
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20 Refiiiancin(;! and Graduation Recluiieinents 

The Distiict is I-emiiiclecl that if  at any time i t  shall appear to tlie Govei-iiment that tlie District is 
able to I elinance the amoiint of tlie RLJS inclebtedness then oiitstancling, in whole or in  part, by 
obtaining a loan fi-om commercial sources at I-easonable rates and teriiis, upon the request of the 
Govei-nmi..nt, the District will apply for and accept such loan in si.ifficien( amount to 1-epay the 
Government. i-i / ~ g  'WT PEwF)dTy ! 

2 1 . Comiiiei-cial Interim Financing: 

The District will be iequired to use commercial interim financing for tlie project diiiing 
construction foi- the RUS loan portion of the financing, if  available at reasonable rates aiid 
t eiiiis . 

Before tlie loan is closed, tlie District will be iequiIed to povide R ~ i i a l  Development with 
statements fi o m  the coiitractor, engineer aiid attorneys that they have been paid to date in 
accordance with their contract or otliei ag-eeiiients aiid, in  the case of tlie co~itiactor, that lie has 
paid his suppliers and sub-contractors. 

22 Disbursement of Project Fuiids: 

A .",*c+---. colisti-uc-u-oi the pui-pose of disbursement of project funds (ii US) will be 
established by the District piior to stai-t of consti-uction. The position of officials entrusted with 
the receipt and disbiirseiiieiit of KUS project fLiiids wiil be coveled by a "Fidelify Bond," with 
USDA R i i d  Develijpmeni ;is Cs-Obligee, in i f i ~  aii~cjiirit of i;cjiisii-ilciioi;JfZililc"ls OII lialiil ai any 

-."Urar-I- - - 
one time duiiiig the constrxction pl~ase. 

Foi each "construction accoimt" as establislied, if the ai 
e 't B&dI 

II 

i Jf 

any applicant contiibutions or fillids fiom other sources to be deposited into the account are 
expected to exceed $1 00,000 at any time, tlie financial institution will secure the amount in 
excess of $100,000 by pledging collateral with the Federal Reseive Bank in an aiiiomt not less 
than the excess in accordance with 7 CFR, 1902 7(a). 

During construction, the District shall disburse project funds in a manner consistent \vi tli 
subsection 1780.76 ( e )  o r  RUS histniction 1780. Foim RD 1924-1 S, "Partial Payment 
Estimate," or similar form approved by Rural Development, shall be used for the purpose of 
documenting periodic construction estimates, and shall be subniitted to R u r d  Development for 
review and acceptance. Prior to disbui-senieiit of funds by the Disti-ict, the Board of Directors 
shall review aiid approve & payment estimate. AI1 bills and vouchers must be approved by 
Rural Developiiieiil prior lo paymelit by tlie District. 

Foiiii RD 440-1 1 ,  "Estimate o r  Funds Needed lor 30-Day Pel iod Commencing , I f  Wlll  

be 131 epared by the Distiict and subiiiitted to RLII a1 Development in order that a pel-iodic 
advance of federal cash may be requested. 

Borro~ver~s receiving federal loan and/oi- grant funds by EFT will have funds directly deposited 
to a specified account at a fina~icial iiistih~tioii with funds being available to tlie recipient on tlie 
dale of payment. The borrower should complete Foi-111 SF-389 1 ~ "Electronic Funds Trallsfer 
Paymeni Eiii ollment Foimi," foi each account wlieie funds will be electl-onically received. The 
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c,ompleteci foi.ni(s) iiiiist be received by  R~ii.81 Development at least t h i r t y  (-30) clays p i  ior 10 the 
li rs t advance o i li I 11 d s . 

Monthly audits o f  [lie District's consti-uciioii account recoicls shall he macle b y  I?uraI 
Development 

23 

24 

25. 

26. 

27 

Disbursemelit ol' GI  an[  Funds 

The RUS funds will be advanced as they are  needed in the aniount(s) necessal-y to cover the 
RUS propoi-tionate share of obligations due and payable by the District. Grant funds, upoii 
receipt, must be deposited in an interest bearino account in accordance wit11 7 CFR part 3016 
(as applicable). 1ntei.est. earned 011 grant fiiiids in excess ofS100 (as applicable) pel' year will be 
submitted to RUS at least quarterly. 

. ....-.....- ~ ..-. ..--,..---a---- 
,,=-- ,- .-.. -"-. _._-_ --,--f 

Cost of Faci litv: 

Bi-ealcdown of Costs: 

Developnient 
Land and Rights 
Legal and Administrative 
Engine eri ii g 
I11 tei-est 
Contingencies 

$ 808,000 
lS,OOO 
20,000 

175,100 

Financing: 

RUS Loan 
RUS Grant 
ARC Grant 

$ :3.50,000 
250,000 
500,000 

TOTAL, $ 1,100,000 

Coinmitinen t of Other Project Funds: 

This Letter of Conditions is issued coiltirigelit tipoii a firin co~ii~iiitmeiit being in effect prior to 
advertising for consti-tiction bids for the ARC grant in the amount of $500,000. 

Use or  Remaining Project Funds 

The applicant conti-ibution shal 1 be considered as the first ftinds expended. After providing for 
all authorized costs, any remaining project ftiiids will be considered to be IiIISIARC grant 
funds and refimded in piopoi-tioii to liarticipatioii iii the project. If the amount o f  unused 
project fiinds exceeds the grants, that part would be RUS loan funds. 

Proposed Operatiiig Budget: 

Yo11 will be I eqiiiied lo subinit to R u r a l  Development a copy of your pi-oposed annual ope1 a t~ng 
hurlget that supports the proposed loan i epayneiit piioi to \his a ~ e n c y  91v1ng you written 
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autlioi ization to pIocml with the bidcling phase. Tlie opei,aiing budget shoiild be based on a 
typical yeai- cash flow, subject to completion of this project 111 the first f r i l l  year of operation. 
Forin RD 442-7. "Opeiatiiig Budget," 01" similar foi-1-11 iiiay be utilized for this ptiipose. 

28. Rates a n d  Cliarrres: 

Rates and charges h i -  facilities and sei-vices rendered by the District iiiust be at least adequate 
to meet cost of iiiaintaiiiing, repairing and operating the water system and meeting required 
principal and interest payiiieiits and tlie I equired deposits to debt service and/or depreciation 
reserve. 

Water rates will be a t  least" 

Fiist 3,000 gallons @ $ 19.90 - Mininium Bill. 
A11 Ovei 2,000 gallons @ $ 9 95 - per 1,000 gallons. 

29. Water Pulchase Contract: 

The District will submit a Water Purchase Contract for app~oval by Rural Development before 
advei-tising for consti-uction bids. If the contract is not on Foim RD 442-30, "Water Purchase 
Contract," the contract will require approval by our Regional Attoriiey. The contract must meet 
the recpireiiients of subsection 1780.62 of RUS Instiuction ! 780 

30. Com~~liance with tlie Biotenorisni Act: 

Prior to prc-closing tlie loan, the Distiict will provide a certification they liave completed a 
Vulnerability Assessment (VA) arid prepared an emergency response plan (ERP) as required by 
the Safe Diiiiltiiig Waiei Act (SDWA). 

3 1 . Floodplain Construction 

Tlie District will be required to pass and adopt a R.esolutioii or amend its By-Laws whereby the 
District w i ~ . ~ ~ ~ y ~ ~ ~ - , . w a ~ e ~ ~ ~ ~ e  to a n y f l i & i w t o n i e r  . ..=--c-,- wishing to build on or develop 
pro]-,erty located wi tliin a c i e s i ~ i a t e d ~ d p l a i n .  If a customer or developer requests seivice for 
constructioii in a designated floodplain, the customer or developer must provide evicleiice and a 
justification for a~ipioval by the District and R.ural Development officials that there are no other 
alternatives to coiistruction or developriieni witliin the designated floodplain. The coniriiunity 

i must be a participant in the National Flood Insurance Program ( N I T )  and tlie customer or c 
developer iiiust obtain the required perinits prior to tlie tap 011 restrictions being waived. 6A7, 

3 2 .  Mitigation Measures 

A. Tlie project shall be in compliance with all requirements noted in  tlie Govei nor's 
Office fol Local Develoumeni letter dated October 2.5. 2007. fi"oi11 Ms. Lee 
N a 11 f- y 

B. The line design and coristruction shall be accoinplislied in  a way that will leave 
flood plaiiis aiitl farmland without elfect after construction is coiiiplete. The 
A m y  Colps of Engineers Nationwide Pel-mil No. 12 applies to all floodplain aiic! 

wetland titi l i  t y  line consiruclioii. 
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c Any excavation by Coiit~-actoi tlial iincovers a historical 01' ;I] chaeological artifact 
shall Lie iiiiniediately 1-eportecl to Chvner and a representative of Agency 
Construction shall be tempo~~ai ily linlted pending the notilicalioii process and 
fiii-tlier direclions issited by Agency after consultation with the State I-listoric 
h e s  eiii a t i o n 0 ffi c er ( S I i  P 0) 

D. The design and construction shall be in compliance with all local, state and 
federal environmenlal statutes, regulations and executive orders applicalile to [lie 
1) 1-01 ec t I 

E" Best Management Practices shall bc incorporated into the pro,ject design, 
const~-uction, and maintenance. 

33. Filial Apiiroval Conditions: 

Final approval of this assistance will depeiid on your willinyiess, with the assistance of all your 
co-workei-s, io meet the conditions of this letter in  an orderly and systematic iiianner. Then too, 
final approval will depend on funds being available. 

If you desire to proceed with your application, the Area Director will allot a ieasonable portion of time 
to pi-ovide guidance in application pocessiiig 

Sincerely, 

State Director 

Enclosures 

cc: Area Director - London, I<entucky 
Kentucky River ADD - Hazard, Kentucky 
Rubin & Mays - Louisville, Kentucky 
Brendon Miller - JacIcmii, Kentucky 
Nesbitt Eng., Inc. - Lexington, Kentucky 
PSC - ATTN: Dennis Jones - Franltfoi t, Kentucky 


