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Hopkinsville Water Environment Authority’s Responses to the Public 

Service Commission’s First Information Request. The responses are true 

and accurate to the best of my knowledge, information and belief formed 

after reasonable inquiry. 

L,en FJ! Hale, General Manager 
Hopkinsville Water Environinent Authority 
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CERTIFICATE OF SERVICE 

This is to certi@ that a true copy o he attached pleading was served by first 
class U.S. Mail, postage prepaid, this f B  day of-/JWeJTy, 2010, to the 
following: 

Hon. Jack N. Hughes 
124 W. Todd St. 
Frankfort, KY 40601 

Mr. James Owen, Gen. Mgr. 
Christian Co. Water District 
PO Box 7 
Hopkinsville, KY 4224 1-0007 

Mr. L,en F. Hale, Gen. Mgr. 
HWEA 
PO Box 628 
Hopkinsville, KY 4224 1-0628 



1. Provide in written verified form the direct testimony of each 

WITNESS that HWEA intends to call at the scheduled hearing in this 

matter. 

RESPONSE: HWEA intends to call the following witnesses at the 

formal Hearing in this matter: 

a. Len F. Hale, General Manager, HWEA 
b. Derrick W. Watson, Director of Operations, HWEA 
c. Russell King, Director of Finance, HWEA 
d. Rate Study Consultant 

HWEA is still preparing the direct testimony of Mr. Hale, Mr. Watson 

and Mr. King. Their testimony will be filed as soon as completed. 

The rate consultant’s testimony and Cost of Service Study will be 

filed as soon as possible after the Cost of Service Study is completed. 



2. Provide the independent auditor’s reports for HWEA’s water 

operations and sewer operations, shown separately, for the fiscal years 

ending June 30, 2006, June 30, 2007, June 30, 2008, and, if available, June 

30,2009. 

RESPONSE: 

The Audit Reports for the Fiscal Years ending on June 30,2008,2007 

and 2006 were filed with the Commission on October 29,2009. 

Attached is HWEA’s Audit Report for the Fiscal Year ending on June 

30, 2009. 

separately in the 2009 Audit Report commencing on page 26. 

HWEA’s water operations and sewer operations are shown 

The 

Operating Expenses for the Water Department are shown on pages 34 and 

35 of the Audit Report. The Operating Expenses for the Wastewater 

Department are shown on pages 36 and 37 of the Audit Report. 

WITNESS: Russell King 
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E-MAIL yorkneelcohopkinQbellsouth net 

independent Auditor's Report 

To the Members of the 
City of Hopkinsville Sewerage and 

Water Works Commission d/b/a 
tiopkinsville Water Environment Authority 
Hopkinsville, Kentucky 

We have audited the accompanying financial statements of the business-type activities of the 
Hopkinsville Water Environment Authority, Water and Wastewater Departments (HWEA), a 
component unit of the City of Hopkinsville, Kentucky, as of and for the years ended June 30, 
2009 and 2008, which collectively comprise the HWEA's basic financial statements as listed in 
the table of contents. These financial statements are the responsibility of the HWEA's 
management. Our responsibility is to express an opinion on these financial statements based 
on our audits. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe 
that our audit provides a reasonable basis for our opinions. 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the respective financial position of the business-type activities of the HWEA, a component unit 
of the City of Hopkinsville, Kentucky, as of June 30, 2009 and 2008, and the respective changes 
in financial position and cash flows thereof for the years then ended in conformity with 
accounting principles generally accepted in the United States of America. 

In accordance with Government Auditing Standards, we have also issued our report dated 
November 16, 2009, on our consideration of the HWEA's internal control over financial reporting 
and on our tests of its compliance with certain provisions of laws, regulations, contracts and 
grant agreements and other matters. The purpose of that report is to describe the scope of our 
testing of internal control over financial reporting and compliance and the results of that testing, 
and not to provide an opinion on the internal control over financial reporting or on compliance. 
That report is an integral part of an audit performed in accordance with Government Auditing 
Standards and should be considered in assessing the results of our audit. 
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The management’s discussion and analysis and budgetary comparison information an pages 3 
through 7 are not a required part of the basic financial statements, but are supplementary 
information required by accounting principles generally accepted in the United States of 
America. We have applied certain limited procedures, which consisted principally of inquiries of 
management regarding the methods of measurement and presentation of the required 
supplementary information. However, we did not audit the information and express no opinion 
on it. 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Hopkinsville Water Environment Authority’s basic financial statements. 
The combining financial statements and other supplementary schedules presented on pages 
27-37 are presented for purposes of additional analysis and are not a required part of the basic 
financial statements. The combining financial statements and other supplementary schedules 
have been subjected to the auditing procedures applied in the audit of the basic financial 
statements, and in our opinion, are fairly stated in all material respects in relatian to the basic 
financial statements taken as a whole. 

.. , .. . . . .  . ..I .. .- , . ’.. 
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Hop kinsville, Kentucky 
November 16,2009 
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HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENT 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE, KENTUCKY 

MANAGEMENT’S DlSClJSSlON AND ANALYSIS 

The Hopkinsville Water Environment Authority Water and Wastewater Department (HWEA) is 
presenting the following discussion and analysis in order to provide an overall review of financial 
activities for the fiscal years ending June 30, 2009 and 2008. We encourage readers to 
consider the information presented here in conjunction with the accompanying financial 
statements, and notes to the basic financial statements to enhance their understanding of 
financial performance. 

FINANCIAL HIGHLIGHTS 

The HWEA’s total assets decreased by $1 5 8  million while total liabilities decreased $3.31 
million resulting in total net assets increasing approximately $1.73 million over the course 
of the year’s operations. 

D The HWEA’s operating revenues increased 8.38% in 2009, while operating expenses in 
2009 increased approximately 4.47% over operating expenses for 2008. 

D Investment income decreased by $216,626 during the period, which is reflective of the 
HWEA’s use of the bond proceeds to fund the Lake Barkley project. 

o Interest expense on outstanding debt increased $89,403, which is reflective of having to 
make payments on the Oak Grove debt that was assumed by the HWEA upon acquisition of 
the Oak Grover sewer division at the end of the previous fiscal year. 

OVERVIEW OF THE FINANCIAL STATEMENTS 

This annual report includes this management’s discussion and analysis report, the independent 
auditor’s report and the basic financial statements of the Hopkinsville Water Environment 
Authority. The financial statements also include notes that explain in more detail some of the 
information in the financial statements. 

REQUIRED FINANCIAL STATEMENTS 

The financial statements of the Hopkinsville Water Environment Authority report information 
using accounting methods similar to those used by private sector companies. These 
statements offer short- and long-term financial information about its activities. The Statement of 
Net Assets includes all of the HWEA’s assets and liabilities and provides information about the 
nature and amounts of investments in resources (assets) and the obligations to the HWEA’s 
creditors (liabilities). It also provides the basis for evaluating the capital structure of the HWEA 
and assessing the liquidity and financial flexibility of the HWEA. 

. .. . .  _. .. .” ,I ._..“.. .I . - . .. :.., . .. . 
. _ I  :: . .  . .  . ”  

All of the current year’s revenues and expenses are accounted for in the Statement of 
Revenues, Expenses, and Changes in Net Assets. This statement measures the success of the 
HWEA’s operations over the past year and can be used to determine profitability, credit 
worthiness, and whether the HWEA has successfully recovered all its costs through its user 
fees and other charges. 
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HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENT 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE, KENTUCKY 

MANAGEMENT’S DISCUSSION AND ANALYSIS (cont.) 

REQUIRED FINANCIAL STATEMENTS (cont.) 

The final required financial statement is the Statement of Cash Flows. The statement reports 
cash receipts, cash payments, and net changes in cash resulting from operations, investing, and 
financial activities and provides answers to such questions as where did cash come from, what 
was cash used for, and what was the change in the cash balance during the reporting period. 

FINANCIAL ANALYSIS OF THE HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 

The most common financial question posed to the Hopkinsville Water Environment Authority is 
“How did we do financially during 2009?” The Statement of Net Assets and the Statement of 
Revenues, Expenses, and Changes in Net Assets report information about the HWEA’s activities 
in a way that will help answer this question. These two statements report the net assets of the 
Authority and the changes in them. One can think of the HWEA‘s net assets - the difference 
between assets and liabilities - as one way to measure financial health or financial position. Over 
time, increases or decreases in the HWEA’s net assets are one indicator of whether its financial 
health is improving or deteriorating. However, one will need to consider other non-financial 
factors such as changes in economic conditions, population growth, and new or changed 
government legislation. 

NET ASSETS 

To begin our analysis, a summary of the HWEA’s Statement of Net Assets is presented in Table 
A-I.  

Current and Other Assets 
Capital Assets 

Total Assets 

Long-term Debt Outstanding 
Other Liabilities 

Total Liabilities 

Invested in Capital Assets, 

Restricted 
Unrestricted 

Net of Related Debt 

Total Net Assets 

Table A-l 
Condensed Statements of Net Assets 

(000’s) 

FY 2009 FY 2008 

$ 3,459 $ 6,247 
91,609 90,404 
95,068 96,651 

50,964 54,529 
2,360 2,108 

53,324 56,637 

40,844 35,119 
61 2,824 

-- 839 2,071 

$41 -744 $40,014 

Dollar 
Chanqe 

$ (2,788) 
- 1,205 

(1,583) 

(3,565) 

(3,313) 
252 

5,725 

(I ,232) 
(2,763) 

$ 1.730 

Total 
Percent 
Chanqe 

(44.63)Yo 

(1.64)Yo 
1.33 % 

-I_ 

(6.54)% 
11 .95 O/O 

(5.85)% 
-- 

16.30 % 
(97.84)% 
59.49 % 

4.32% 

, I  

.. , 
: “I“ ; :. . . .:. ::.<.: 
:- .. , 

, ... 1:. -. . .. - .” : 

... ..” . . :  
. . . . . . . .. . 

. .  - . .  
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HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENT 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE, KENTUCKY 

MANAGEMENT’S DISCUSSION AND ANALYSIS (cont.) 

NET ASSETS (cont.) 

As can be seen from the table above, net assets increased $1.73 million during 2009. The 
overall net increase in net assets is primarily due to a significant increase in the amount of 
capital assets contributed by developers during the year coupled with a decrease in restricted 
assets that were used to fund the cost of the Lake Barkley project. 

Table A-2 
Condensed Statements of Revenues, 
Expenses, and Changes in Net Assets 

(000’s) 

Total 
Dollar Percent 

FY 2009 FY 2008 Chanqe Chanqe 

Operating revenues $ 10,335 $ 9,536 !$ 799 8.38% 
Nonoperating revenues 

Total Revenues 
-- (208) (80.93)Yo 49 257 

10,384 9,793 59 1 6.03% 

Depreciation expense 2,809 2,532 277 10.94% 

Interest expense -- 1,568 1,478 90 6.09% 
Total Expense 11,118 10,619 499 4.70% 

Other operating expense 6,741 6,609 132 2.00% 

Income/( Loss) Before Contri bu tions 
and Transfers (734) (826) 92 11.14% 

Capital Contributions 2,608 980 1,628 166.12% 
-(144) (211) 67 31.75% Capital Credit to City 

1,787 (3,135.09)0/, 1,730 (57) Changes in Net Assets ~ 

Beginning Net Assets 40,014 40,071 -rn) .14% 

Ending Net Assets !$ 41.744 $ 40.014 $ 1.730 4.32% 

While the Statement of Net Assets shows the change in financial position of net assets, the 
Statement of Revenues, Expenses, and Changes in Net Assets provides answers as to the 
nature and source of these changes. 

. .  

. .. . .  . I. . .  . ,  .. . . .._.” 

. . .. .., .. . 

. .. 

. .. 

. .  . - ,. _ .  . .. 
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HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENT 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE, KENTUCKY 

MANAGEMENT'S DISCUSSION AND ANALYSIS (cont.) 

BUDGETARY HIGHLIGHTS 

The HWEA adopts an annual Operating Budget, which includes proposed expenses and the 
means of financing them. This operating budget remains in effect the entire year. 

Operating Income 
Non-o perating in come 
Operating expense & depreciation 
Non-operating expense 

Net incame 

Table A-3 
Budget vs. Actual 

FY 2009 
(000's) 

Budqet Actual Variance 

$ 9,332 $ 10,335 $ 1,003 

(9,157) (9,550) (393) 
1,696 2,657 96 1 

(I ,625) (1,712) (87) 

$ 246 $ 1.730 $ 1.484 

At the end of the 2007-2008 fiscal year, the HWEA purchased the Oak Grover sewer division, 
but no budget was established for the Oak Grove division far fiscal year 2008-2009. This 
caused actual operating income and expenses to be significantly more than budgeted. 
Furthermore, a major sewer project was completed during the year and all assets associated 
with the project were transferred to the HWEA for ongoing maintenance. As a result actual 
income stemming from capital contributions from developers was considerably more than 
budgeted. 

CAPITAL ASSETS 

At the end of 2009, the HWEA had $141.6 million invested in capital assets as shown in Table A- 
4. During the year, the Lake Barkley Raw Water Intake Project was completed and put into 
service. One phase of a major sewer project was also completed and put into service. 
Construction in Progress at June 30, 2009, consisted primarily of a project to expand the Moss 
water treatment plan and a project to study the feasibility of installing natural gas lines. 
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HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENT 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE, KENTUCKY 

MANAGEMENT'S DISCUSSION AND ANALYSIS (cont.) 

Table A 4  
Capital Assets 

Total 
Dollar Percent 

- FY 2009 FY 2008 Change Change 

Water $72,724,238 $ 71,028,740 $ 1,695,498 2.39% 
Sew era g e 68,852,465 66,555,936 2,296,529 3.45% 

Su b-total 141,576,703 137,584,676 3,992,027 2.90% 

Depreciation (49,967,247) (47,180,968) (2,786,279) 5.91 % 
Less: Accumulated 

Net Property & 
Equipment 3 91,609.456 $90,403.708 $ 1.205.748 1.33% 

DEBT ADMlN ISTRATION 

The revenues of the water and sewer systems collateralize outstanding revenue bonds. After 
operation and maintenance expenses are paid, the ordinances specify that revenue bond funds 
be established and maintained. HWEA is in compliance with all bond ordinances. Debt 
obtained from the Kentucky Infrastructure Authority is for the purposes of upgrading and 
expanding the water and sewer systems. 

As mentioned previously, the HWEA acquired the sewerage system of the City of Oak Grove, 
Kentucky at the end of the previous fiscal year. As part of the payment of the purchase price, 
the HWEA agreed to assume the debt relating to the City of Oak Grove sewerage system. The 
remainder of the purchase price is to be paid by the HWEA in cash over a period of time. 

More detailed information about all of the HWEA's long-term liabilities is presented in Note 6 to 
the financial statements. 

LOOKING FORWARD 

. .  
. .. . "  . "." .." 

... . * " .  . .  
r. 
.I ... 
. " .  . .  . 
.~ - .  . . .  

During August 2009, the Hopkinsville City Council approved a water and sewer rate increase to 
be implemented by the HWEA. In part, the rate increase will be used to expand the Mass water 
treatment plan by approximately fifty percent in order to accommodate increased demand. The 
rate increase will also be used to consolidate sewage treatment at its Hammond Wood facility 
and improve that facility's infrastructure. 

FINAL COMMENTS 

This financial report is designed to provide our customers and creditors with a general overview 
of the HWEA's finances and to demonstrate accountability for funds received. Anyone having 
questions regarding the report or desiring additional information may contact Len Hale, General 
Manager, Hopkinsville Water Environment Authority, 401 East gth Street, Hopkinsville, KY 
42240 or by phone (270) 8874246. 
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Exhibit A 

HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENTS 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE 
STATEMENT OF NET ASSETS 

June 30,2009 and 2008 

ASSETS 

2009 2008 

Current assets 

Cash and cash equivalents 
Customer receivables 
Inventory 
Prepaid expenses 

Total current assets 

Restricted assets 

Cash and cash equivalents 

Deferred charges 

Notes receivable 

$ 1,194,405 $ 969,859 
695,170 823,257 
225,911 246,314 

- 9,834 
__I 

2,115,486 2,049,264 

60,872 2,824,414 

674,694 723,750 

608,002 650,027 

* .  ..- . , . . , . , . . 
. . . . .  ...... ....... ...... ...... ...... . . . . .  . . .  . . . . .  ... 
:' 1 . . . .  . .  

Property, plant and equipment 

Property, plant and equipment 
Unclassified plant - construction in 

progress, engineering fees, and 
other costs 

Accumulated depreciation 

Total assets 

140,808,763 105,845,579 

767,940 31,739,097 

(49,967,247) (47,180,968) 

$ 95,068,510 $ 96,651,163 

. ' . C  . . .  .: .I 'I 

: .... -; 

. .  . . .  . . . .  
. .  

. .  
. . . .  . . . . .  . .  ".. . .  . . .  , , :. 

Continued 
8 



Exhibit A 

Current liabilities 

HOPKl NSVl LLE WATER ENVl RON MENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENTS 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE 
STATEMENT OF NET ASSETS (continued) 

June 30,2009 and 2008 

LIABILITIES AND EQUITY 

Current portion of long-term debt 
Current portion of capital lease obligation 
Due to Oak Grove (current portion) 
Line of credit 
Pennyroyal Center loan payable 
Customer deposits 
Accrued interest 
Construction retainage payable 
Accounts payable 
Accrued salaries and compensated absences 

Total current liabilities 

Long-term debt 

Revenue bonds payable (net of current portion) 
KIA - loans payable (net of current portion) 
KY Rural Finance loans payable (net of current portion) 
Due to Oak Grove (net of current portion) 
City of Hopkinsville loan payable 
Capital lease obligation (net of current portion) 

Total liabilities 

Net assets 

Invested in capital assets, net of related debt 
Net assets, restricted 
Net assets, unrestricted 

2009 

$ 2,786,314 
11,052 

788,020 
1,300,000 

150,000 
72,434 

291,446 
34,572 

347,451 
164.388 

5,945,677 

24,320,000 
19,533,257 

1,983,991 
1,405,202 

1 12,367 
23,948 -_ 

53.324.442 

40,843,981 
60,872 

839.21 5 

Total net assets 

Total liabilities and net assets 

41,744,068 

$ 95,068,510 

See accompanying notes to financial statements. 
9 

2008 

$ 2,442,333 

788,020 
8,970 . I  

- 
- 

85,756 
280,283 

1,236,435 
360,430 
144,827 

5,347,054 

25,510,000 
21,374,711 
2,070,000 
2,193,222 

1 13,341 
28.404 

56,636,732 

35,119,112 
2,824,414 
2,070,905 

40,014,431 

$ 96,651,163 



Exhibit B 
HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 

WATER AND WASTEWATER DEPARTMENTS 
A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE 

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS 
For the years ended June 30,2009 and 2008 

2009 2008 

Operating revenues 

Charges for services 
(net of allowances of $66,299 and $88,539 
for 2009 and 2008, respectively) 

Other operating revenue 
$ 10,122,093 

21 3.205 
$ 9,270,328 

265.945 
. .  . .  . .. . .  _ , .  .-. , .. .... . _ .  ... . . .  . . , . , . . ,. .... .. . . . . . , , . . ... . .. _. . , 
, I . .  . . 

. .. 

. . .  . .  . .  Total operating revenues - 10,335,298 9,536,273 

669,755 
960,258 
621,288 

1,180,408 
21 7,594 

2,728,428 
231,348 

- 2,532,508 - 

9.141 587 

Operating expenses 

Water source of supply 
Water purification 
Water distribution 
Sewerage plant 
Sewerage mains and laterals 
Administrative and general 
Technical services 
Depreciation 

455,377 
981,396 
541,321 

1,621 , I  56 
295,894 

2,632,487 
21 3,533 

2,809,26 1 

Total operating expenses 9.550.425 

Income from operations 784.873 394.686 

Non-operating revenues (expenses) 

Interest revenues 
Gain on sale of fixed assets 
Interest expense 

39,253 
9,871 

f 1.567.826) 

255,879 
1,575 

(1,478,423) 

Total non-operating revenues (expenses) ( 1 3  8,702) (1,220,969) 

Income (loss) before contributions and transfers (733,829) (826,283) 

Capital contributions (capital assets provided by developers) 
Capital credit to City (fire hydrants) 

2,607,866 
(1 44.400) 

980,615 
(21 0.940) 

Change in Net Assets (56,608) 

40,071,039 

$ 40,014,431 

1,729,637 

40,014,431 

$ 41,744,068 

Net Assets - beginning of year 

Net Assets - end of year 

See accompanying notes to financial statements. 
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Exhibit C 

HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENTS 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE 
STATEMENT OF CASH FLOWS 

For the years ended June 30,2009 and 2008 

Cash flows from operating activities 

Received from customers 
Paid to suppliers for goods and services 
Paid to employees for services - including benefits 
Other operating revenue 

Net cash flows from operating activities 

Cash flows from non-capital financing activities 

Proceeds from non-capital debt 
Interest paid on non-capital debt 

Net cash provided (used) by non-capital 

Cash flows from capital and related financing activities 

financing activities 

Acquisition of fixed assets 
Proceeds from disposition of fixed assets 
Capital credit payments 
Proceeds of capital debt 
Principal paid on capital debt 
Interest paid on capital debt 

Net cash provided (used) by capital 
and related financing activities 

Cash flows from investing activities 

Issuance of note receivable 
Collection of note receivable 
Interest earned on investments 

Net cash provided (used) by 
investing activities 

Net increase (decrease) in cash and ca 

2009 

$ 10,236,859 
(4,756,653) 
(3,149,556) 

21 3,205 

2,543,855 

1,300,000 
(6,854) 

1.293.146 

(I ,398,464) 
9,871 

(1 44,400) 
150,000 

(3,573,529) 
(1,500,753) 

(6,457,275) 

- 
42,025 
39,253 

81,278 

h ,quivalents (2,538,996) 
Cash and cash equivalents at beginning of year 

(includes restricted assets of $2,824,414 
and $9,326,964 for 2009 and 2008, respectively) 

Cash and cash equivalents at end of year 
(includes restricted assets of $60,872 
and $2,824,414 for 2009 and 2008, respectively) $ 1,255,277 

3,794,273 

See accompanying notes to financial statements. 
11 

2008 

$ 9,142,201 
(4,291,882) 
(3,112,022) 

265,945 - 
2,004,242 

(5,521,138) 
1,575 

(21 0,940) 
2,136,709 

(3,160,380) 
(1,419,939) 

(8,174,113) 

(306,892) 
25,415 

255.879 

(25.598) 

(6,195,469) 

9.989.742 

$ 3,794,273 



Exhibit C 

HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENTS 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE 
STATEMENT OF CASH FLOWS (continued) 
For the years ended June 30,2009 and 2008 

2009 

Reconciliation of Operating Income to Cash Flows from Operating Activities 

Cash flows from operating activities 

Income from operations 

Adjustments to reconcile net income to cash 
provided by operating activities 

Depreciation 

Change in assets and liabilities 

Change in accounts receivable 
Change in inventory 
Change in prepaid expenses 
Change in accounts payable 
Change in customer deposits 
Change in accrued salaries 

Change in construction retainage payable 
and compensated absences 

Net cash provided by operating activities 

- Supplemental Disclosures of Cash Flows Information 

Cash paid during the period for: 

Interest expense (net of $0 and $0 capitalized 
interest for 2009 and 2008, respectively) 

Non-cash capital and related financing activities: 

Fixed assets acquired under capital leases 
Capital assets contributed by developers 
Fixed assets acquired under other debt agreements 

Total non-cash capital and related financing activities 

$ 784,873 

2,809,261 

128,087 
20,403 

9,834 
(12,979) 
(1 3,322) 

19,561 
- (1,201,863) 

$ 2,543,855 

$ 1,507,607 

$ 8,679 
2,607,866 

- 
$ 2,616,545 

See accompanying notes to financial statements. 
12 

2008 

$ 394,686 

2,532,508 

(I 09,589) 
227 

304,177 
(1,165,149) 

(1 8,538) 

12,969 
52.951 

$ 2,004,242 

$ 1,419,939 

$ 44,849 
980,615 

6.51 5.732 
$ 7,541,196 



HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENTS 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

a. Reporting entity 

The Hopkinsville Water Environment Authority (HWEA) is responsible for sewerage and 
water services for residents of the City of Hopkinsville, KY (City), the City of Pembroke, 
KY, and the City of Crofton, KY. HWEA is also responsible for sewerage services for 
residents of the City of Oak Grove, KY. The City’s governing body appoints the 
HWEA’s governing board. The City’s governing body also approves the rates for user 
charges and bond issuance authorizations. The legal liability for the general obligation 
portion of the HWEA’s debt remains with the City. The HWEA is shown as a discretely 
presented component unit in the City’s financial statements. 

b. Basis of accounting 

The operations of the HWEA are accounted for as a governmental enterprise fund, a 
proprietary fund type. Enterprise funds are used to account for operations which are 
financed and operated in a manner similar to private business enterprises in that costs 
(expenses, including depreciation) of providing goods or services to the general public 
on a continuing basis are financed or recovered primarily through user charges. 
Proprietary fund types use the accrual basis of accounting whereby revenues are 
recognized when they are earned and expenses are recognized when they are 
incurred. The HWEA applies all applicable FASB pronouncements in accounting and 
reporting its operations. 

The basic financial statements includes a statement of net assets, a statement of 
revenues, expenses, and changes in net. assets and a statement of cash flows. It 
requires the classification of net assets into three components - invested in capital 
assets, net of related debt; restricted; and unrestricted. These classifications are 
defined as follows: 

o lnvested in capital assets, net of related debt - This component of net assets 
consists of capital assets, including restricted capital assets, net of 
accumulated depreciation and reduced by the outstanding balances of any 
bonds, mortgages, notes or other borrowings that are attributable to the 
acquisition, construction, or improvement of those assets. If there are significant 
unspent related debt proceeds at year-end, the portion of the debt attributable 
to the unspent proceeds are not included in the calculation of invested in 
capital assets, net of related debt. Rather, that portion of the debt is included in 
the same net assets component as the unspent proceeds. 

D Restricfed - This component of net assets consists of constraints placed on net 
assets through external constraints imposed by creditors (such as through debt 
covenants), grantors, contributors, or laws or regulations of other governments 
or constraints imposed by law through constitutional provisions or enabling 
legislation. 
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HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENTS 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued 

b. Basis of accounting, continued 

o Unrestricted net assets - This component of net assets consists of net assets 
that do not meet the definition of “restricted” or “invested in capital assets, net 
of related debt.” 

It is required that the statement of revenues, expenses, and changes in net assets 
distinguish between operating and nonoperating revenues and expenses. Operating 
revenues and expenses are revenues generated or expenses incurred from providing 
goods and services. Nonoperating revenues are those not derived from the basic 
operations of a business. Nonoperating expenses are expenses incurred in the 
performance of activities not directly related to supplying the basic service of the entity. 

. .. 

. . .  . . _  .... . .. . 
. .  

i ’  

Z L  . .  

c. Separate accounting 

On December 17, 1992, the HWEA was approved for a low interest loan from the 
Kentucky Infrastructure Authority (KIA). Due to federal requirements under this loan 
program, the HWEA as of July 1, 1993, began accounting for the water and sewer 
systems separately. (See Supplemental Schedules and note disclosure number 16 for 
information on segment reporting.) 

d. Cash and cash equivalents, deposits and investments 

The HWEA invests all deposits not necessary for current expenditures. Investments 
are stated at cost, which approximates market value. 

Kentucky Revised Statute 66.480 permits the HWEA to invest in U.S. Treasury 
obligations, U.S. Agency obligations, certain Federal instruments, repurchase 
agreements, commercial banks’ certificates of deposits, savings and loan deposits and 
the Commonwealth of Kentucky investment pool. 

As security for deposits of the HWEA, any bank doing such business is generally 
required to pledge securities in an amount to exceed funds on deposit by the HWEA. 
In addition, the HWEA is insured under FDIC up to $250,000 at each bank. 

For purposes of the statement of cash flows, the HWEA considers all highly liquid 
investments with maturity of three months or less when purchased to be cash 
equivalents. 

e. Inventories 

Inventories consist of expendable supplies held for consumption stated at cost, which 
approximates market, determined by the weighted-average method. 
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HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENTS 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued 

f. Prepaid expenses 

Payments made to vendors for services that will benefit periods beyond year-end are 
recorded as prepaid expenses. 

g. Restricted assets 

Certain proceeds of revenue bonds of the HWEA, as well as certain resources set 
aside for their repayment, are classified as restricted assets on the Statement of Net 
Assets because their use is limited by applicable bond covenants. The "Bond and 
Interest Redemption" account is used to segregate resources accumulated for debt 
service payments over the next twelve months. The "Depreciation" and "Equipment 
Maintenance & Replacement" accounts are used to report resources set aside for 
unusual or extraordinary maintenance, repairs, renewals and/or replacements or 
extensions, additions and/or improvements. The "Construction" account is used to 
report bond proceeds restricted for use in the cost of future expansion and 
rehabilitation. The "Unemployment" account is used to accumulate funds to provide 
for possible claims. Reservations of equity show amounts that are not appropriate for 
expenditures or are legally restricted for specific uses. HWEA first applies restricted 
resources for expenditures for which both restricted and unrestricted net assets are 
available . 

Below is a summary of the various restricted asset accounts as of June 30: 

- 2009 _I 2008 

Bond and interest redemption fund $ 36,646 $ 484,710 
Depreciation fund 300,000 

Construction fund 1,242,763 
Unemployment fund 24,226 - 23,486 

- 
KIA maintenance and replacement reserve fund - 773,455 

- 

Total restricted funds 

h. Fixed assets 

$ 60,872 $ 2,824.41 4 

Property, plant and equipment are recorded at cost and depreciated using the straight- 
line method over estimated useful lives. Property, plant and equipment donated to the 
HWEA are recorded at their estimated fair value at the date of donation. 

Major outlays for capital assets and improvements are capitalized as projects are 
constructed. Interest incurred during the construction phase of fixed assets is reflected 
in the capitalized value of the asset constructed, net of interest earned on the invested 
proceeds over the same period. 
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HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENTS 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued 

k. 

- .  I '  

I .  

m. 

n. 

Compensated absences 

Accumulated unpaid vacation pay and other employee benefit amounts are accrued 
when incurred if significant at year-end. At June 30, 2009 and 2008, these liabilities 
included vacation pay of $1 15,720 and $1 07,315, respectively, to be taken as terminal 
pay upon retirement. 

Long-term debt 

Bond discounts and issuance costs are deferred and reported as deferred charges on 
the statement of net assets. These costs are amortized over the term of the bonds 
using the straight-line method, which approximates the effective interest method. 
HWEA issued new bonds during 2005 and 2002, the proceeds of which were used to 
refund older bonds; and also in 2005, to provide funds for the Lake Barkley Raw Water 
Project. GASBS No. 23 requires that the difference between the reacquisition price 
and the net carrying amount of the old debt be deferred and amortized as a 
component of interest expense. 

Capital Contributions 

Contributed capital is recorded for receipt of capital grants or contributions from 
developers, customers or other sources. 

Net Assets 

Net assets comprise the various net earnings from operating and non-operating 
revenues, expenses and contributions of capital. Net assets are classified in the 
following three components: invested in capital assets, net of related liabilities; 
restricted for capital activity and debt service; and unrestricted net assets. 
Unrestricted net assets represent the net assets available for future operations or 
distribution. 

Estimates 

The preparation of financial statements in conformity with generally accepted 
accounting principles requires management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date of the financial statements and the reported amounts of 
revenues and expenses during the reporting period. Actual results could differ from 
those estimates. 

Subsequent Events 

Subsequent events have been evaluated through November 16, 2009, the date which 
the financial statements were available to be issued. 

. .... 
..... . .~ ... ...... ... ~. .. . . -. . .  . .. . .. . . ,  . .. 

" . .. 
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HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENTS 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 

2. RECEIVABLES 

Net receivables include the following: 
2009 2008 

Customer accounts receivable $668,921 $633,568 
Allowance for uncollectible - - 
Miscellaneous receivables 26,249 189,689 

Total receivables $695,170 $823.257 

Uncollectible accounts are written off as bad debts in the period in which, in 
management’s opinion, collection is unlikely. Normally, all accounts over 90 days old are 
written off as bad debts. 

The HWEA has a note receivable from the Christian County Board of Education for 
installation of sewer lines, due in annual installments of $32,049 including interest at 1.8% 
and a 2 %  administrative fee, due June 30, 2019. The balance of this receivable was 
$31 7,262 and $3433 35 at June 30, 2009 and 2008, respectively. 

The HWEA also has a note receivable from the Hopkinsville Industrial Foundation for the 
installation of sewer lines in the industrial park, due in semi-annual installments including 
interest at 1.0%, due April 1, 2027. The balance of this receivable was $290,740 and 
$306,892 at June 30, 2009 and 2008, respectively. 

Net bad debts for the year ended June 30 were as follows: 

2008 -- 2009 
Accounts charged off in current period $ 77,724 $ 70,860 
Recovery of accounts previously charged off (14,217) __ 121,594) 

Net bad debts $ 63.507 $ 49.266 

3. INVENTORY 

Inventory as of June 30, 2009 and 2008, consisted of materials and supplies with a cost of 
$225,911 and $246,314, respectively. 

., . . .. 
, .  . .  
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HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENTS 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 

4. PROPERTY, PLANT AND EQUIPMENT 

A summary of property, plant and equipment at June 30, 2009 is as follows: 

Balance Bat an ce 
July 1, 2008 Additions Deletions June 30, 2009 

Capital Assets Not Being Depreciated: 
Land $ 881,734 $ 723,610 $ - $ 1,605,344 
Construction in progress 31,594,596 430,419 31,401,577 623,438 

Capital Assets Being Depreciated: 
Structures and improvements 94,735,724 34,170,229 - 128,905,953 - Equipment 9,650,947 73,295 9,724,242 
Vehicles 721,676 19,032 22,982 717,726 

Less Accumulated Depreciation: 
- Structures and improvements 40,238,328 2,370,718 42,609,046 - 6,744,926 Equipment 6,339,190 405,736 

Vehicles 603,451 _I_. 32,806 22,982 61 3,275 

Total $90.403.708 $32.607.325 $31.401.577 $91.609.456 

Depreciation expense (including amortization of capitalized assets) for the years ended 
June 30, 2009 and June 30, 2008 was $2,809,261 and $2,532,508, respectively. 

5. DEFERRED CHARGES 

The selling costs and discounts associated with the issuance of the revenue bonds 
payable are being amortized on the straight-line method over the term of the bonds. 
Amortization expense charged to operations during 2009 and 2008 was $49,056 and 
$73,562, respectively. 

6. LONG-TERM DEBT 

Long-term debt at June 30 is as follows: 

Rate 2009 2008 
3.75% to 4.90% 805.000 $ 855.000 

Revenue Bonds: 
Series 1998 Maturing 2021 
Series 2005 A Maturing 2026 3.375% to 4.00% 23,560;OOO ' 24,535,000 
Series 2005 B Maturing 2017 1,265,000 3.00% to 3.750% _.- 1,145,000 

.*. .. -.... . 
, .  

? :: I ... ... , .  . .. _ .  .. . . ." . .. . 
.I. ,.. . . .  _ -  . 

. .  
I . .  
. .  . .  

. e . .  , . .. . .._.. 
: : , 

,':'..,: 
. . . ,  . - .  , . . .  . 

. . .  

. .. . .  . . .  . 

Total Bonded Indebtedness 25,510,000 26,655,000 
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HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENTS 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 

6. LONG-TERM DEBT, continued 

KIA Loans: Rate 2009 2008 

KIA Fund A Wastewater-Maturing 201 6 1.2% 3,418,735 3,921,494 
KIA Fund B Water Plant-Maturing 2026 1.9% 3,174,973 3,331,834 
KIA Fund A Phase Il-Maturing 201 8 
KIA Fund A Wastewater-Maturing 2017 
KIA Fund A Maturing 2020 
KIA Fund A Phase 111-Maturing 2021 
KIA Fund A Phase IV-Maturing 2026 
KIA Fund C Wastewater-Maturing 201 8 
KIA Fund F, Drinking Water- 

KIA Fund A Phase V-Maturing 2027 
KIA Fund F Water-Maturing 2028 

Maturing 2028 

Total KIA Loans 

KY Rural Finance-Maturing 2025 
KY Rural Finance-Maturing 2029 
Due to Oak Grove-Due 2012 
Capital lease obligation 
City of Hopkinsville-note payable 
City of Crofton-note payable; due 2009 

Total debt 

Maturities due within one year 

Long-term debt 

1.8% 1,578,242 1,738,402 
1.2% 103,052 1 15,253 
0.4% 346,854 379,135 
3.8% 554,568 592,388 
1 .O% 3,948,126 4 , 1 6 7 ~  60 
4.00% to 4.25% 485,000 525,000 

1 .O% 1,444,869 1,513,593 
1 .O% 2,250,561 2,364,136 
3.0% 3,743,089 3,887,432 

21,048,069 22,535,827 

3.125% to 4.50% 487,500 51 2,500 
2.28% to 4.405% 1,577,993 1,637,500 
- 2,193,222 2,981,242 

5.0% 35,000 37,374 
1 12,367 1 13,342 

- 56,216 
- 

-- ~- 5.0% 

50,9641 51 54,529,001 

(3,585,386) (3,239,323) 

$47,378,765 $51.289.678 

The HWEA has pledged future revenues of the water and sewer system to repay 
$24,705,000 in revenue bonds issued in 2005. Proceeds from the bonds were used for 
the Lake Barkley Raw Water Intake project. Principal and interest on these bonds are 
payable through 2026, solely from the water and sewer system net revenues. Annual 
principal and interest on the bonds are expected to require approximately 20 percent of 
such net revenues. Principal and interest paid for the current year was $2,123,304. Net 
water and sewer system revenues totaled $1 0,122,093. At year-end, pledged future 
revenues totaled $33,678,976, which was the amount of the remaining principal and 
interest payments on these bonds. 

" .  
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HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENTS 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 

6. LONG-TERM DEBT, continued 

The ordinances provide that the revenue of the system is to be used first to pay operating 
and maintenance expenses of the system and second to establish and maintain the 
Revenue Bond Funds. Remaining revenues may then be used for any lawful purpose. 
The ordinances also contain provisions, which, among other items, restrict the issuance of 
additional Revenue Bonds unless the special funds noted above contain the required 
amounts and certain financial ratios are met. The HWEA is in compliance with all 
significant financial requirements as of June 30, 2009 and 2008. 

The HWEA has pledged future revenues of the water and sewer system to repay 
$20,563,069 in KIA loans established from 1996 through 2008, but they are subordinated 
to the existing revenue bonds. Proceeds from these loans were used for the expansion 
and upgrade of the Wastewater Treatment System (Fund A), a new Water Treatment 
Facility (Fund B), and infrastructure to comply with the Safe Drinking Water Act (Fund F). 
Principal and interest on these loans are payable through 2028, solely from the water and 
sewer system net revenues. Annual principal and interest on these loans are expected to 
require approximately 18 percent of such net revenues. Principal and interest paid for the 
current year was $1,806,432. Net water and sewer system revenues totaled $10,122,093. 
At year-end, pledged future revenues totaled $23,448,359, which was the amount of the 
remaining principal and interest payments on these KIA loans. 

On September 20, 1995, the HWEA secured a non-interest loan from the City. The loan is 
to be repaid quarterly in the amount of two (2) cents for each one thousand (I ,000) gallons 
of water sold by it to any customer in Commerce Park. 

During June 2008, the tiWEA acquired the sewerage system of the City of Oak Grove, 
Kentucky for a purchase price of $6,986,762. As part of the payment of the purchase 
price, the HWEA agreed to assume the debt relating to the City of Oak Grove sewerage 
system. The total debt assumed from the City of Oak Grove totaled $3,530,000. The 
remainder of the purchase price was to be paid by the HWEA in the following manner: a 
payment of $475,520 within thirty days of the execution of the contract and the remaining 
balance to be paid in annual installments over the next four years. 

When HWEA assumed the debt of the Oak Grove sewerage system, HWEA agreed to 
pledge future revenues of the water and sewer system to repay this acquired debt. Debt 
that was assumed included two Kentucky Rural Finance revenue bonds issued in 2004, 
one Water and Sewer Refunding and Improvement revenue bond issued in 1998, and one 
KIA loan established in 1996. Proceeds from this debt were used for expansion and 
upgrade of existing systems. Principal and interest on the total of these obligations are 
payable through 2029, solely from the water and sewer system net revenues. Annual 
principal and interest payments on this debt are expected to require approximately 3 
percent of such net revenues. Principal and interest paid for the current year was 
$310,994. Net water and sewer system revenues totaled $10,122,093. At year-end, 
pledged future revenues totaled $4,704,553, which was the amount of the remaining 
principal and interest payments on this debt. 

.I . , ..... ... . . .  :: ".. _. . . . .  ....... , :. - ." . . .  ... .. ._ ...... . . .  ...... .... . ,. . . . .  
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HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENTS 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 

6. LONG-TERM DEBT, continued 

During the year ended June 30, 2009, the following changes occurred in long-term 
liabilities: 

Principal Principal Due 
Outstanding Outstanding Within 
July 1,2008 Additions Reductions June 30,2009 One Year 

Revenue Bonds $ 26,655,000 $ $1,145,000 $ 25,510,000 $ 1,140,000 
Notes Payable 27,836,627 2,417,476 25,419,151 2,434,333 
Capital lease 37,374 8,679 ___. 11,053 35,000 11,053 

Total $ 54,529,001 $ 8.679 $3.573.529 $ 50.964.151 $ 3.585.386 

. .  
1 .  . .. 
.. .. ;,I.. 

.. .. 

.". 
.. 

Total interest expense for 2009 and 2008 was $1,567,826 and $1,478,423, respectively, of 
which all was expensed. 

The annual debt service requirements to amortize long-term debt as of June 30, 2009, are 
as follows: 

Fiscal Year Endinq June 30 
201 0 
201 1 
201 2 
201 3 
2014 

20 1 5-20 1 9 
2020-2024 
2025-2029 

- Pri n ci pa I 
$ 3,585,386 

3,647,853 
3,54 9,405 
2,995,832 
3,075,753 

14,153,973 
13,195,277 
6,760,672 

- Interest 
$ 1,414,288 

1,346,864 
1,276,593 
1,201,616 
,I 22,692 

2,204,657 
301,743 

4,335,364 

Total 
$ 4,999,674 

4,994,717 
4,825,998 
4,197,448 
4,198,445 

18,489,337 
15,399,934 
7,062,415 - 

Total $50.964.1 51 3 13.203.81 7 $ 64.167.968 

Defeased Bands Outstanding 

In prior years, the HWEA issued refunding bonds to defease certain outstanding bonds, for 
the purpose of consolidation and to achieve debt service savings. The HWEA has placed 
the proceeds from the refunding issues in irrevocable escrow accounts with a trust agent 
to insure payment of debt service on the refunded bonds. 

Accordingly, the trust account assets and liabilities for the defeased bonds are not 
included in the HWEA's financial statements. Although defeased, the refunded debt from 
these earlier issues will not be actually retired until the call dates have come due or until 
maturity if they are not callable issues. On June 30, 2009 and 2008, the amount of bonds 
outstanding considered defeased is undeterminable. 
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HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENTS 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 

7. CAPITAL LEASE 

On June 29, 2007, the HWEA entered into a capital lease agreement for a Panasonic 
phone system. The lease agreement is for a period of five years expiring on August 30, 
2012, with a $1 buyout option at the end of the lease period. 

The following is an analysis of the leased assets included in property and equipment: 

Equipment under Capital Leases $53,628 
Less: Accumulated Depreciation -2- 8 734 

$44.894 

Amortization of leased equipment under capital assets is included in depreciation 
expense. 

The amounts of future lease payments for the next five years is as follows: 

201 0 $ 11,053 
201 1 11,053 
201 2 1 1,053 1 

201 3 1,841 
$ 35.000 

8. SHORT-TERM DEBT 

On December 1, 2008, the HWEA entered into an agreement with the Pennyroyal Center 
for a $150 thousand non-interest bearing loan, which was to be used to extend sewer lines 
to service the Trilogy Center for Women. 

On April 1, 2009, the HWEA entered into an agreement with Heritage Bank for a $2 million 
line of credit with a fixed interest rate of 3.5%, which was to be used for general 
operations . 

Short-term debt activity for the year-ended June 30, 2009, was as follows: 

Principal Principal 
Outstanding Outstanding 
JUlv.1, 2008 Additions Reductions June 30, 2009 

Line of credit $ -  $ 1,300,000 $ - $ 1,300,000 
Pennyroyal Center --- 150,000 - 150,000 

. ,  . .. .... _. . . . .  . ..". . ..... ". 
~ ... ... ... .... ,... . . . ... . .  

. .  . .. . .....I .. . ,  . .. , .  .. 

. I  

Total $ $1,450,000 $ - $ 1,450,000 
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HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENTS 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 

9. DEFINED BENEFIT PENSION PLAN 

The HWEA participates in the statewide local government retirement system, which covers 
substantially all of the HWEA's employees by their election. 

Pian Description. The HWEA contributes to the County Employees Retirement System 
(CERS), a cost-sharing multiple-employer defined benefit plan administered by the Board of 
Trustees of Kentucky Retirement Systems (KRS). CERS provides retirement, disability, and 
death benefits to plan members. Retirement benefits may be extended to beneficiaries of 
plan members under certain circumstances. Cost-of-living adjustments (COLA) are 
provided at the discretion of the State Legislature. Section 61 545 of the Kentucky Revised 
Statutes assigns the authority to establish and amend benefit provisions to the KRS Board 
of Trustees. The Kentucky Retirement System issues a publicly available financial report 
that includes financial statements and required supplementary information for CERS. That 
report may be obtained by writing to Kentucky Retirement Systems, 1260 Louisville Road, 
Frankfort, Kentucky 40601 or by calling 1-502-564-4646. 

Funding policy. Plan members are required to contribute 5% of their annual creditable 
compensation and the HWEA is required to contribute at an actuarially determined rate. 
The current rate is 13.50% of annual covered payroll. The contribution requirements of 
plan members and the HWEA are established and may be amended by the KRS Board of 
Trustees. The HWEA's contribution to CERS for the three years ended June 30, 2009, 
2008, and 2007 was $346,368, $400,261, and $316,358, respectively, and is equal to the 
required contribution for these years. 

10. BUDGET 

Bond ordinances require that the HWEA's funds be budgeted. Actual revenues and 
expenditures as compared to budgeted amounts for the year ended June 30, 2009, are as 
follows: 

Variance 
Favorable 

Operating Revenues 
Operating Expenses 
Depreciation Expense 

Operating Income 

N on-0 pera ting Reven ues 
Non-Operating Expenses 

Net Income 

Budqet 
$ 9,331,740 
(6,279,270) 
(2,877,000) 

175,470 

1,696,000 
(I ,625,200) 

$ 246.270 

Actual 
10,335,298 
(6,741,164) 
(2,809,261) 

784,873 

2,656,990 
AI ,712,226) 

$ 1.729.637 

[Unfavorable) 
$ 1,003,558 

(461,894) 
6 7 , 7 2  

609,403 

960,990 
(87,026) 

$ 1.483.367 

. I  ., . .  . ... :*. .. ,. .. .. .. ,... ... 

."_I .. . .  .. . . . .  " .  . 
! ". . 
I ,' 

.. 
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HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENTS 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 

11. DEPOSITS AND INVESTMENTS 

Custodial Credit Risk 

Custodial credit risk for deposits is the risk that in the event of a bank failure, the HWEA's 
deposits may not be returned or the HWEA will not be able to recover collateral securities 
in the possession of an outside party. State law requires all of the HWEA's funds to be 
fully insured or collateralized. At year-end, the carrying amount of the HWEA's deposits 
was $1,192,005 and the bank balance was $1,175,611. Of the bank balance, $413,052 
was covered by federal depository insurance with the balance covered by collateral held 
by the pledging bank. Therefore, as of June 30, 2009, none of the HWEA's deposited 
funds were exposed to custodial credit risk. 

12. CONTINGENCIES 

HWEA has legal actions and proceedings pending. Litigation is subject to many 
uncertainties, and the outcome of individual litigated matters is not predictable with 
assurance. 

No accruals have been established for the matters noted above because the amount of 
possible loss or range of loss cannot be reasonably estimated. Management does not 
expect that such matters would have a material adverse affect on future financial 
statements for a particular year, although such an outcome is possible. 

Under the terms of federal and state grants, periodic audits are required and certain costs 
may be questioned as not being appropriate expenditures under the terms of the grants. 
Such audits could lead to reimbursement of the grant monies to the granting agencies. 
HWEA management believes that disallowances, if any, will be immaterial. 

13. RISK MANAGEMENT 

The HWEA is exposed to various risks of loss related to torts, theft of, damage to, and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters. 
The HWEA carries commercial insurance for these types of risk of loss, including worker's 
compensation and employee health and accident insurance. Settled claims resulting from 
these risks have not exceeded commercial insurance coverage in any of the past three 
fiscal years. 

Liabilities are reported when it is probable that a loss has occurred and the amount of the 
loss can be reasonably estimated. Claim liabilities are calculated considering the effects 
of inflation, recent claim settlement trends including frequency and amount of payouts and 
other economic and social factors. 

. .. _.., .... .. . . .. . . . .  " . .  
. . .. .., .... . . .. .. . 
I .. . . ... . 
.. . . .. . .  .. 

:: :. 
... , .." . .. . .  . .  
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HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENTS 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 

13. RISK MANAGEMENT, continued 

The HWEA's health insurance premiums are composed of a fixed and a variable portion. 
The variable portion is based on actual claims experienced during the year and fluctuates 
each month based on claims. Premiums accrued for health insurance are based on the 
year-to-date claims experience of HWEA. At June 30, 2009, the claims liability was 
$30,187. Changes in the claims liability during the last two fiscal years are as follows: 

Balance at Claims and Balance at 
Beginning of Changes in Claims End of 
Fiscal Year -Estimates Pavments Fiscal Year 

2007-2008 $40,360 $272,178 $287,057 $25,481 
2008-2009 $25,481 $338,595 $333,889 $30,187 

14. CONSTRUCTION COMMITMENT 

At June 30, 2009, the HWEA had no material projects that were pending. 

15. RECLASSIFICATIONS 

Certain accounts in the prior-year financial statements have been reclassified for 
comparative purposes to conform to the presentation in the current-year financial 
statements. 

16. SEGMENT REPORTING 

The HWEA has low interest loans from the Kentucky Infrastructure Authority (KIA) to finance 
its water and sewer departments. The two departments are accounted for in a single fund, 
but KIA relies solely on the revenue generated by the individual activities for repayment. 
The Water Department operates the water supply systems for Hopkinsville, Pembroke, and 
Crofton. The Sewer Department operates the sewage treatment plants, sewage pumping 
stations, and collection systems for Hopkinsville, Pembroke, Crofton, and Oak Grove. 

... . . . ... . .  ., .'. '. ".: .. ". ..) . I  .. . . . .  . .  . .  
, .  ... . .. 

.. I . ,  

Summary financial information for each department as of and for the year ended June 30, 
2009, is presented on the following page. 
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HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENTS 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 

16. SEGMENT REPORTING, continued 
Water 

Department 
Sewer 

Department 
CONDENSED STATEMENT OF NET ASSETS 

Assets: 
Current assets 
Capital assets 
Other assets 

Total assets 

Current liabilities 
Noncurrent liabilities 

Total liabilities 

Liabilities: 

Net assets: 
Invested in capital assets, net of related debt 
Restricted 
Unrestricted 

Total net assets 

$ 1,147,412 
51,703,835 

$ 968,075 
39,905,620 

723,453 620,115 
53,574,700 41,493,810 

2,142,649 
31,829,265 
33,971,914 

3,803,028 
15,549,500 
- 19,352,528 

18,745,457 
48,759 

808.570 

22,098,524 
12,113 
30.645 

$ 19,602,786 $ 22,141,282 

CONDENSED STATEMENT OF REVENUES, EXPENSES, 
AND CHANGES IN NET ASSETS 

Operating revenues (pledged against debt) 
Depreciation expense 
Other operating expenses 

Operating in come 
Nonoperating revenues (expenses): 

Investment in come 
0 the  r no no pera ting in come 
interest expense 

Capital contributions 
Transfers 

Beginning net assets 
Ending net assets 

Changes in net assets 

$ 5,342,295 
(1,727,274) 
(3,357,180) 

257,841 
.- 

$ 4,993,003 
(1,081 ;988) 
(3,383,983) 

527,032 

25,354 
7,653 

(342,389) 
2,100,869 

( 1 , 4 M  
554,374 

21 586.908 

13,899 
2 3  8 

(1,225,437) 
506,998 

1,350,554 
1 ,175,264 

18.427.522 
$ 19,602,786 $ 22,141,282 

CONDENSED STATEMENT OF CASH FLOWS 
Net cash provided (used) by: 

Operating activities 
Non-capital financing activites 
Capital and related financing activities 
Investing activities 

Net increase (decrease) 
Beginning cash and cash equivalents 
Ending cash and cash equivalents 

$ 637,136 
- 

(2,539,342) 
13,899 

(I ,888,307) 
2.509.847 

$ 1,906,719 
1,293,146 

(3,917,933) 
67,379 

(650,689) 
1.284.426 

26 

$ 621,540 $ 633,737 
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SCHEDULE 5 

HOPKINSVILLE WATER ENVIRONMENT AllTHORlTY 
WATER AND WASTE WATER DEPARTMENTS 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE, KENTUCKY 
SCHEDULEOFOPERATINGEXPENSES 

For the Years Ended June 30,2009 and 2008 

2009 2008 

% of Net 
Amount Revenues 

% of Net 
Amount Revenues 

Water Source of Supply 
Labor 
Supplies 
Utilities 
&OimdS and maintenance 

$ 5,595 0.06% 
398 0 00% 

443,706 4.68% 
5,678 0.06% 

$ 5,526 0.06% 
401,485 4.24% 
25 1,680 2"66% 

-.- 0.12% I 1,064 
.. . .. 
..... ... 
. .  . .. ". .. . . .... ..... . 

Total water source of supply 455,377 4.81 % - 669,755 7.07% 

Water Purification 
Supervision 
Labor 
Chemicals 
Maintenance to structures 
Maintenance to equipment 
Supplies 
Maintenance to reservoirs and tanks 
Utilities 
Training and education 
Laboratory work 
Laboratory supplies and expense 
Plant security 
Grounds and maintenance 
Transportation expense 
Miscellaneous 

0 48% 
2 84% 
2 79% 
0 02% 
0 17% 
0 05% 
0 01% 
2 96% 
0 04% 
0 46% 
0 24% 
0 00% 
0 03% 
0 06% 
0 00% --- 

46,427 0 49% 
246,480 2 60% 
295,207 3 12% 

1,497 0 02% 
14,998 0 16% 
8,614 0 09% 
1,200 0 01% 

299,650 3 16% 
1,802 0 02% 

44,288 0 47% 
15,659 0 17% 

0 00% 
878 0 01% 

4,621 0 05Yo 
75 0.00% 

44,993 
268,890 
263.784 

1,910 
15,905 
5,185 

837 

3,500 
44,030 
22,656 

40 
2,414 
5,484 

359 

280,272 

Total water purification 981,396 10.36% 960,258 10.14% 

Water Distribution 
Supervision 
Labor 
Supplies 
Repairs to structures 
Repairs to distribution mains 
Repairs to services 
Repair to meters 
Removing and resetting meters 
Repairs to fire hydrants 
Transportation expense 
Gas, oil, tires, etc-tractor/compressor 
Grounds and maintenance 
Training, education and licenses 
Small tools 
Miscellaneous 

44,775 
259,005 

93,084 
91 

32,241 
12,453 

287 
49,457 

1,614 
28,058 

6,361 
11,776 

752 
986 
381 - 

0 47% 
2 73% 
0 98% 
0 00% 
0 34% 
0 13% 
0.00% 
0 52% 
0 02% 
0.30% 
0 07% 
0.12% 
0 01% 
0.01 % 
0.00% 

58,695 
259,351 
112,137 

263 
59,894 

7,157 
1,527 

48,097 
3,111 

39,265 
12,949 
11,741 
6,474 

594 
35 - 

0 62% 
2 74% 
118% 
0 00% 

0 08% 
0 02% 
0 51% 
0 03% 
0 41% 
0 14% 
0.12% 
0 07% 

0.00% 

a 63% 

0.01 % 

Total water distribution 541,321 5.72% 
-__I -- 621,288 6.56% 

Subtotal carried forward ~ .. .... . .... . 
I . . "*  
.. .. ::, 

. .  . .  . .  . 
$1,978,094 20.89% 

34 
$2,251,301 23.77% 



SCHEDULE 5 

HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENTS 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE, KENTUCKY 
SCHEDULE OF OPERATING EXPENSES (continued) 

For the Years Ended June 30,2009 and 2008 

Subtotal carried forward 

Water Technical Services 
Labor 
Supplies 
Training, education and licenses 
Transportation expense 
Miscellaneous 

Total water technical services 

Water Administrative and General 
Commissioners' fees 
Office salaries 
Meter reading and collecting salaries 
Employee benefits 
Office supplies 
Postage 
Telephone 
Insurance and bonds 
Professional services 
Safety program 
Office bui Id i ng maintenance 
Bad debts, net 
Training, education and licenses 
Transportation expense 
Rez rebate payments 
Miscellaneous 

Total water administrative 
and general 

Total water operating expense 
other than depreciation 

2009 

Yo of Net 
Amount Revenues 

20.89% -- $1,978,094 

96,203 1.02% 
2,484 0.03% 

121 0.00% 

800 0.01 Yo 
3,752 0.04% 

103,360 1.09% 

6,000 
331,691 
41,084 

528,203 
33,193 
19,133 
16,546 

153,873 
18,411 
32,960 
34,672 
37,170 
4,971 

1 1,027 
4,500 

29,097 

0.06% 
3.50% 
0 I 43 '/o 
5.58% 
0.35 '/o 
0.20% 
0.17% 
1.62% 
0.19% 
0.35% 

0.39% 
0.05% 
0.12% 
0.05% 
0.31 Yo 

0.37% 

1,30233 1 13.75% 

$3,383,985 35.73% 

35 

2008 

YO of Net 
Amount Revenues 

$2,251,301 2 3.77 Yo 

107,268 1 .13% 
1,716 0.02% 
1,023 0.01 Yo 
5,954 0.06% 

800 0.01 Yo 

116,761 1.23% 

5,500 
333,797 
45,558 

608,828 
3 1,530 
1529 1 
17,060 

158,932 
19,102 
34,463 
36,513 
33,480 
4,137 

13,734 
12,500 
33,303 

1,403,727 

$3,77 1,790 

0.06 '/o 
3.52% 
0.48% 
6.43% 
0.33% 
0.16% 
0.18% 
1.68% 
0.20% 
0.36 '/o 
0.39% 
0.35% 
0.04% 

0.13% 
0.35% 

0.15% 

14.82% 

. .  



SCHEDULE 5 

HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENTS 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE, KENTUCKY 
SCHEDULE OF OPERATING EXPENSES (continued) 

For the Years Ended June 30,2009 and 2008 

Wastewater Treatment Plant 
Supervision 
Labor 
Chemicals and materials 
Supplies and tools 
Lights, power, water, and fuel oil 
Transportation expense 
Repairs - machinery and equipment 
Repairs - buildings 
Maintenance of pump stations 
Laboratory work 
Laboratory supplies and expense 
Permit - pretreatment compliance 
Sludge disposal 
Training, education and licenses 
Billing and collection expense 
Miscellaneous 

Total sewerage plant 

Wastewater Mains and Laterals 
Supervision 
Labor 
Supplies and tools 
Repairs - mains and laterals 
Repairs -truck and 
sewerage equipment 
Gas, oil, and tires 
Developer rebates 

Total sewerage mains and laterals 

Wastewater Technical Services 
Labor 
Supplies 
Training, education and licenses 
Transportation expense 
Miscellaneous 

Total sewerage technical services 

Subtotal carried forward 

2009 

% of Net 
Amount Revenues 

$ 13,240 
346,490 
21,291 
15,924 

657,630 

58,050 
8,233 

167,696 
114,864 
17,329 
44,096 

109,588 
1,233 

18,777 
31 3 

26,402 

0.14% 
3.66% 
0.22% 
0.17% 
6.94% 
0.28% 
0.61 % 
0.09% 

1.21 Yo 
0.18% 
0.47% 
I.16% 
0.01 Yo 

0.20% 
0.00% 

1.77% 

1,621,156 17.12% 

32,298 0.34% 
133,599 1.41% 
57,2 15 0.60% 
2 1,290 0.22% 

2,267 0.02% 
31,630 0.33% 
17,595 0.19% 

295,894 3.12% 

102,223 1.08% 
3,420 0.04% 

18 0.00% 
3,712 0.04% 

800 0.01 % 

110,173 1.16% 

$2,027,223 2 1.40% 

. .  
2008 

% of Net 
Amount Revenues 

$ 8,741 
269,295 

18,204 
10,116 

467,795 
24,389 
29,067 
3,586 

137,750 
98,499 
20,144 
42,795 
47,724 
2,073 

230 
- 

0.09% 
2.84% 
0.19% 
0.1 1% 
4.94% 
0.26% 
0.31 % 
0.04% 
1.45% 
I .O4% 
0.21 % 
0.45% 
0.50% 
0.02% 
0.00% 

- 0.00% 

1,180,408 12.46% 

40,695 0.43% 
80,482 0.85% 
33,820 0.36% 
20,084 0.21% 

2,433 0.03% 
30,219 0.32% 
9,860 0.10% 

217,594 2.30% 

103,798 1.10% 
3,068 0.03% 

966 0.01 % 
5,955 0.06% 

800 0.01 % 

1 14,587 1.21 Yo 

$1,512,589 15.97% 

36 



SCHEDULE 5 

HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 
WATER AND WASTEWATER DEPARTMENTS 

A COMPONENT UNIT OF THE CITY OF HOPKINSVILLE, KENTUCKY 
SCHEDULE OF OPERATING EXPENSES (continued) 

For the Years Ended June 30,2009 and 2008 

Subtotal carried forward 

Sewerage Administrative 

Com m issioners' fees 
Office salaries 
Meter reading and collecting salaries 
Labor - camera crew 
Employee benefits 
Office supplies 
Postage 
Telephone 
Insurance and bonds 
Professional services 
Off ice building m aintenance 
Bad debts, net 
Training, education and licenses 
Safety program 
Transportation expense 
Rez rebate payments 
Miscellaneous 

and General 

Total sewer administrative 
and general 

Total sewerage operating expense 
other than depreciation 

2009 

YO of Net 
Amount Revenues 

$2,027,223 21.40% 

6,000 
326,914 
42,082 

5,230 
555,578 
33,322 
19,133 
1 6 3  7 

153,873 
18,411 
34,885 
34,925 
4,971 

32,960 
11,027 
4,500 

29,628 

0.06% 
3.45% 
0.44% 
0.06% 
5.87% 
0.35% 
0.20% 
0.1 7% 
1.62% 
0.19% 
0.37% 
0.37% 
0.05% 
0.35% 
0.12% 
0.05% 
0.31 % 

1,329,956 14.04% 

$3,357,179 35.45% 

2008 

YO of Net 
Amount Revenues 

$1,512,589 15.97% 

5,500 
330,251 
45,587 
4,787 

497,450 
31,550 
15,291 
17,007 

160,501 
54,670 
36,514 
26,480 
4,137 

35,242 
13,734 
12,500 
33,500 

i -  

0.06% 

0.48% 
0.05% 

3.49% 

5 X O / o  
0.33% 
0.1 6% 
0.18% 
1.69% 
0.58% 
0.39% 
0.28% 
0.04% 
0.37% 
0.1 5% 
0.1 3% 
0.35% 

1,324,701 13.99% 

$2,837,290 29.96% 
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FIRM ID # 61-1313802 

& CO. - HOPKBNSVILLE LLP 
CERTIFIED PUBLIC ACCOUNTANTS ~ $ ~ ~ ~ ~ L ~ ~ ~ ~ ~ ~ u C K y  42240 

BUS I NESS CQ N S U LTA N TS (270) 886-0206 - FAX (270) 886-0875 
E-MAIL yorkneelcohopkinQbellsouth net 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDlTlNG 
STANDARDS 

To the Members of the 
City of Hopkinsville Sewerage and 
Water Works Commission d/b/a 

Hopkinsville Water Environment Authority 
Hopkinsville, Kentucky 

LEONARD F ADCOCK. CPA 
JOHN M DeANGELIS, CPA 
KERRY T FORT, CPA 

We have audited the accompanying financial statements of the business-type activities of the 
t-lopkinsville Water Environment Authority (HWEA), a component unit of the City of Hopkinsville, 
Kentucky, as of and for the year ended June 30, 2009, and have issued our report thereon 
dated November 16, 2009. We conducted our audit in accordance with auditing standards 
generally accepted in the United States of America and the standards applicable to financial 
audits contained in Government Audifing Standards, issued by the Comptroller General of the 
United States. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered the HWEA's internal control over financial 
reporting as a basis for designing our auditing procedures for the purpose of expressing our 
opinion on the financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of the HWEA's internal control over financial reporting. Accordingly, we do not 
express an opinion on the effectiveness of the HWEA's internal control over financial reporting. 

A control deficiency exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent or detect misstatements on a timely basis. A significant deficiency is a control 
deficiency, or combination of control deficiencies, that adversely affects the HWEA's ability to 
initiate, authorize, record, process, or report financial data reliably in accordance with generally 
accepted accounting principles, such that there is more than a remote likelihood that a 
misstatement of the HWEA's financial statements that is more than inconsequential will not be 
prevented or detected by the HWEA's internal control. 

.. . .. ,. . " .."."_. . .  ,..._ ". ..... 
? : ' c .  ": ." .. " .. 

.. . 

., , 

A material weakness is a significant deficiency, or a combination of significant deficiencies, that 
results in more than a remote likelihood that a material misstatement of the financial statements 
will not be prevented or detected by the HWEA's internal control. 

38 
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Our consideration of internal control over financial reporting was for the limited purpose 
described in the first paragraph of this section and would not necessarily identify all deficiencies 
in internal control that might be significant deficiencies or material weaknesses. We did not 
identify any deficiencies in internal control over financial reporting that we consider to be 
material weaknesses, as defined above. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the HWEA's financial statements are 
free of material misstatement, we performed tests of its compliance with certain provisions of 
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct 
and material effect on the determination of financial statement amounts. However, providing an 
opinion on compliance with those provisions was not an objective of our audit, and accordingly, 
we do not express such an opinion. The results of our tests disclosed no instances of 
noncompliance or other matters that are required to be reported under Government Auditing 
Standards. 

This report is intended solely for the information and use of management, the commission 
members of the HWEA, and federal awarding agencies and pass-through entities, and is not 
intended to be and should not be used by anyone other than these specified parties. 

. ., . .. 
." 

b :: . .. 
,.. 

Hopkinsville, Kentucky 
November 6, 2009 
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3. 
a. 

b. 

State the 12-month test period upon which HWEA bases its proposed 

rate adjustment. 

Explain why this test period was chosen 

RESPONSE: 

a. HWEA proposes to use the 12-month period ending on June 30, 2009 

as the Test Period. 

b. The reasons for using FYE 6-30-09 as the Test Year are: 

(1) It is the most recent 12-month period for which audited 

financial statements are available; 

(2) HWEA’s largest industrial user, Flynn Industries, began 

phasing-out its operations in July 2007. Flynn eventually 

closed its operations in FY 2008. FY 2009 was the first full 

fiscal year of operations without any water revenue from 

Flynn Industries; 

(3) FY 2009 was also the first h l l  fiscal year of operations 

utilizing the L,ake Barkley Raw Water System; and 

(4) FY 2009 represents water usage that is more typical than FY 

2008 because of the drought that occurred in the summer and 

fall of 2007. 

WITNESS: Russell King 



4. Provide the general ledgers for HWEA’s water and sewer operations 

for the proposed test period and the most recently concluded fiscal year. 

These general ledgers shall include all check registers and spreadsheets used 

to record and track financial transactions. 

RIISPONSE: 

The proposed test period is the most recently concluded fiscal year 

(FYE 6-30-09). 

The General Ledger is over 1500 pages in length. Therefore, it is 

being provided on a CD (See Attachment 4A). Enterprise #1 or Company 

#1 (“CMP”) is Water. Enterprise #2 or CMP #2 is Wastewater. 

The check register for FYE 6-30-09 consists of 35 pages and is 

attached as Attachment 4B. 

WITNESS: Russell King 



ATTACHMENT 4B 

CHECK REGISTER 

July 1,2008 to June 30,2009 
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5. 

and sewer operations, provide: 

For each outstanding revenue bond issuance related to HWEA’s water 

a. The bond ordinance or resolution authorizing the issuance of revenue 

bonds. 

b. An amortization schedule. 

c. A detailed explanation of why the debt was incurred. 

d. A calculation of the annual debt service payment, including all 

required payments to debt service reserve accounts or funds, for each 

of the next three years. 

RESPONSE: 

2005 Bond Issue. The City of Hopkinsville has only one (1) 

outstanding revenue bond issue related to HWEA’s Hopkinsville Water 

Division. This bond issue is designated as the 2005 Bond Issue. It consists 

of the Series 2005A Bonds in the original principal amount of $25,635,000 

and the Series 2005B Refunding Bonds in the original principal amount of 

$1,545,000. Both the 2005A Bonds and the 2005B Refunding Bonds are 

dated May 1, 2005 and were issued pursuant to the Bond Ordinance enacted 

on May 17, 2005. A copy of this Bond Ordinance is attached to this 

response as part of Attachment 5. 



Page 2 of 5 

Debt Service Coverage. Section 13 (pages 18 and 19) of the Bond 

Ordinance requires a debt service coverage of 1.30 times the maximum 

annual debt service. 

Purpose of Bonds. The proceeds from the 2005A Bonds were used 

to finance the construction of the Lake Barkley Raw Water System Project. 

The proceeds from the 2005B Refunding Bonds were used to refund and 

redeem the 1996 Bonds. The proceeds from the 1996 Bonds were used to 

finance the construction of the Moss Water Treatment Plant (“Moss WTP”). 

Thus, the proceeds from both the 2005A Bonds and the 2005B Rehnding 

Bonds were used for projects which benefit all HWEA water customers, 

both retail and wholesale. 

KIA Water Loans. HWEA also has three (3) outstanding loans with 

the Kentucky Infrastructure Authority (KIA) related to HWEA’s 

Hopkinsville Water Division. These loans are identified as follows: 

KIA L,oan B95-02 
KIA L,oan F02-04 
KIA L,oan F06-02 

The proceeds from KIA L,oan B95-02 were used to pay a portion of 

the cost of constructing the Moss WTP. The proceeds from both KIA Loan 

F02-04 and KIA Loan F-06-02 were used to pay portions of different phases 
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of the L,ake Barkley Raw Water System Project. Again, these loans funded 

projects which benefit all HWEA customers, both retail and wholesale. 

Additional L,oans. HWEA has commenced construction of a major 

expansion to the Moss WTP. The estimated cost of this project is 

approximately $1 1,SO0,000. It will be funded by a $1,000,000 grant from 

the Kentucky General Assembly, a KIA Fund F Loan (Loan F08-06) in the 

amount of $8,000,000, and other financing, as necessary, up to $2,500,000. 

Details of the new KIA Loan and the other anticipated financing will be 

provided as soon as the information becomes available. Again, the project 

being funded by these new loans will benefit all HWEA customers, both 

retail and wholesale. 

Debt Service Analysis. Included in Attachment 5 is a schedule 

labeled “Debt Service Analysis’’ for the Hopkinsville Water Division. It 

shows the annual debt service payments for the three (3) KIA water loans 

previously discussed in this response, the 200SA Bonds and the 200SB 

Refunding Bonds. Collectively, these loans and bonds will be referred to as 

the “Water L,oans”. The Debt Service Analysis also shows the estimated 

annual debt service payments for the new $8,000,000 KIA Loan (Loan F08- 

06) and other anticipated financing. This Debt Service Analysis schedule 
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was provided to CCWD during the discussions that took place during July 

and August of 2009. 

Sewer Loans. HWEA has numerous other outstanding loans with 

KIA and other lenders that were incurred for Hopkinsville sewer operations, 

Pembroke sewer operations, Crofton water and sewer operations and Oak 

Grove sewer operations. Hereafter, these loans will be referred to as the 

“Sewer Loans”. The annual debt service requirements for the Sewer Loans 

were not included in HWEA’s wholesale water rate calculations. HWEA 

has not sought, and will not seek, to increase its wholesale water service 

rates for CCWD based upon the debt service requirements associated with 

the Sewer Loans. Nevertheless, for completeness and because the 

Commission has requested this information, HWEA has prepared a 

comprehensive Debt Schedule for all loans. This comprehensive Debt 

Schedule is included as part of Attachment 5. It shows the annual principal 

and interest payments for each loan for the next several years. 

Bond Amortization Schedules. Included as part of Attachment 5 

are amortization schedules for the 2005A Bonds and the 200SB Refunding 

Bonds. 
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Attachment 5. To summarize, Attachment 5 includes the following 

documents : 

1. Comprehensive Debt Service Schedule; 

2. Debt Service for Hopkinsville Water Division; 

3. 200SA Bonds Debt Service Schedule; 

4. 200SB Bonds Debt Service Schedule; and 

5. Bond Ordinance 

WITNESS: Russell King 



ATTACHMENT 5 

1. Comprehensive Debt Service Schedule 

2. Debt Service for Hopkinsville Water Division 

3. 20054 Bonds Debt Service Schedule 

4. 200513 Bonds Debt Service Schedule 

rdinance 
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CQ - of Hopkinsville ----- (Kentucky) ---- 
Water and Sewer Revenue Bonds 
Series 2005A 

Debt Service Schedule Part 1 of 2 
-- 

Date Principal coupon Interest Total P+I Fiscal Total 
05/01/2005 
I 0/0 I /ZOO5 
04/01/2006 
06/30/2006 
1 o/o 1 /2006 
04/01/2007 
06/30/2007 
I 0/0 I ROO7 
0410 I /ZOO8 
06/30/2008 
10/01/2008 
04/0 1/2009 
06/30/2009 
I o/o 1 /zoo9 
04/01/2010 
06/30/20 I O  
10/01/2010 
0410 1/20 I I 
06/30/201 1 
IO/OI /ZOI  I 
04/0 1/20 I2 
06/30/20 I2 
I0/01/20 I2 
04/0 I /20 I3 
06/30/20 I3 
lO/Ol/20 13 
04/0 1/20 I4 
06/30/20 I4 
10/01/2014 
04/0 1/20 I 5 
06/30/20 I5 
I o/o 1/20 IS 
04/0 I /20 16 
06/30/20 I6 
lO/O 1/20 1 6 
04/01/2017 
06/30/20 I7 
10/01/2017 
04/01/2018 
06/30/2018 
1 010 1/20 I8 
04/0 I /?O I9 
06/30/20 I9 
10/01/20 I9 

550,000 00 

550,000 00 

975,000 00 

I .010,000 00 

1,045.000 00 

I.050,OOO 00 

I * 120,000 00 

I ,  160,000 00 

1,205,000 00 

I,L50,000 00 

1.300,OOO 00 

1,355.000 00 

1.4 10,000 00 

I.470,OOO 00 

3 375% 

3 375% 

3.375% 

3 375% 

3 37596 

3 500?’0 

3 625% 

3 700% 

3 700% 

4 000% 

4 000% 

4 00096 

4.000% 

4 000% 

409,538.54 
491,446 25 

491,446 25 
482,165 00 

482,165 00 
472,883.75 

472,883 75 
456,430 63 

456,430 63 
439,386 88 

439,386 85 
421,752.50 

421,752 SO 
402,552 50 

402,852 50 
382,552 SO 

382,552 50 
36 1,092 SO 

36 1,092 50 
338,500 00 

338,800 00 
3 13,800 00 

3 13,800 00 
287,800 00 

287,500 00 
260,700 00 

260,700 00 
232,500 00 

232,500 00 

409,538 54 
49 1,446 25 

1,041,446 25 
482,165.00 

1,032,165 00 
472,883 75 

1,447,883 75 
456,430 63 

1,466,430 63 
439.386 88 

1,484,386 88 
42 1,752 SO 

I ,50 1.752 50 
402,852.50 

1,522.852 50 
382.552 50 

1,542,352 50 
36 1.092 SO 

1,566.092.50 
338,800 00 

1,588,800 00 
3 I3,800.00 

I ,6 13,800 00 
287,800 00 

1,642,800.00 
260,700 00 

1.670.700 00 
232,500 00 

1,702,500 00 

900,984 79 

1,523,611 25 

1,505,048 75 

1,904.3 I4 38 

1,905,517 s I 

1,906,139 38 

1.904.605 00 

1,905,405 00 

1,903,645 00 

1,904,892.50 

1,902,600 00 

I ,90 1,600 00 

1,903,500 00 

1,903,200 00 



City of Hopkinsville (Kentucky) --- - 

Water and Sewer Revenue Bands 
Series 2005A 

Debt Service Schedule Part 2 of 2 
___ -. 

Date Principal Coupon Interest Total P+I Fiscal Total 
04/0 1/2020 203,100 00 203,100.00 
06/30/2020 1,905,600.00 
10/01R020 1,530.000.00 4 000% 203,100 00 1,733,100.00 
04/01/2021 172,500.00 172,500 00 
06/30/2021 
10/01/2021 1,590,000 00 4 000% 172,500 00 I,762,500.00 

1,905,600 00 

04/0 I /2022 
06/30/2022 
I o/o 1/2022 
0410 1/2023 
06/30/2023 
10/01/2023 
040 I12024 
06/30/2024 

140,700 00 

1,655,000 00 4 000% 140,700 00 
107,600 00 

1,720,000 00 4 000% 107,600 00 
73.200.00 

140,700.00 

,795,700 00 
107,600 00 

,827.600 00 
73,200 00 

10/01/2024 1,795,000 00 4 000% 73,200 00 1,968,200 00 

06/30/20?5 1,905,500 00 
IO10 I12025 1,865,000 00 4 000% 37,300 00 1,902,300 00 
06/30/2026 I,902,300 00 

1,903,200 00 

1,903,300 00 

1.900.800 00 

0410 1 /2025 37,300 00 37,300 00 

Total S25,635,000.00 S12,566,663.56 %38,10 1,663.56 

___________- - - - - - - __ ____ __ __I ___ - 



~- 111 - ___I-__. City -- ---__ of Hopkinsville (Kentucky) 
Water and Sewer Revenue Bonds 
Series 2005B (Refunding of 1996) 

I 
Debt Service Schedule 

- -. 
I 

: 
1 
I 
i 

I 
~ 

i 

! 
! 

~ 

i 

! 
i 

I 

I 

! 

I 

, 
! 

I 

I 

I 

I 
I 
! 

I 

Date Principal Coupon Interest Total P+I Fiscal Total 
05/0 10005 
I 010 I /2005 
04/0 1 /2006 
06/30/2006 
IOIO I /ZOO6 
04/0 1 /2007 
06/30/2007 
I 0/0 I /ZOO7 
04/01/2008 
06/30/2008 
IO10 I /IO08 
04/01/2009 
06/30/2009 
10/0 1 /ZOO9 
04/0 1 /20 I O  
06/30/20 I O  
I o/o 1/20 I O  
0410 1/20 I I 
06/30/20 I I 
10/01/201 I 
040 I /20 12 
06/30/20 I2 
IO10 1/20 I 2 
0410 1/20 I 3 
06/30/20 I3 
lO/O 1/20 I3 
0410 1/20 14 
06/30/20 14 
10/0 1/20 I4 
04/0 1/20 I5 
06/30/2015 
1010 1/20 15 
04/0I/2016 
06/30/20 I6 
I 0/0 1/20 16 
06/30/20 I7 

45,000 00 

115,000 00 

120,000 00 

120,000 00 

130,000 00 

130.000 00 

135.000 00 

I40.000 00 

145,000 00 

150,000 00 

155,000 00 

160,000 00 

3.000% 

3 000% 

3 OOO?’o 

3 000% 

3 000% 

3 0009‘a 

3 000% 

3 25096 

3 3759’0 

3 500% 

3.625% 

3 750% 

20.90 1.04 
24,406 25 

24,406 25 
22,681 25 

2,681 25 
20.881 25 

20.88 1.25 
19,081.25 

19.08 1.25 
17,131 25 

17,131 25 
15,181.25 

15.181 25 
13.156 25 

I .? ~ I 5 6 25 
10,881 25 

10,881 25 
8,434 38 

8,434.38 
5,809 38 

5,809 38 
3,000 00 

3,000 00 

65,901 04 
24,406 25 

139,406 25 
22,681 25 

142.68 I 25 
20,881 25 

140,881 25 
I9,08 1 25 

149.08 1 25 
17,131 25 

147,131 25 
15,181 25 

I50,I 81.25 
13,156 25 

153,156 25 
10,581 25 

155,881 15 
8,434 38 

158,434 38 
5,809 38 

I60.809.38 
3,000.00 

163,000 00 

90,307 29 

162.087.50 

163,56250 

159,962.50 

166,212 50 

162.3 12.50 

163,337 50 

164,037 50 

164,315 63 

164,243 76 

163,809 38 

163,000 00 

- Total S1,535,000.00 5342,188.56 51,887,188.56 
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ORDINANCE NO. 11-2005 

ORDINANCE 

AN ORDINANCE OF THE CITY OF HOPKINSVILLE, IXELVTUCW, 
AUTHORIZING AND PROVIDING FOR THE ISSUANCE AMD SALE OF 

BONDS, SERIES 2005A, DATED MAY 1, 2005 AND CITY OF 
HOPKINSVILLE, KENTUCKY WATER AND SEWER REFTUNDTNG 
REVENUE BONDS, SERIES 2005B, DATED MAY 1,2005, UMDER THE 
PROVISIONS OF CHAPTER 82 AND SECTIONS 58.010 THROUGH 58.140 

F THE JiENTUCKY REVISED STATUTES, FOR THE PURPOSE OF 
DEFRAYING THE COST OF THE ADDITIONS, EXTENSIONS ANI) 
IMPROVEMXNTS TO THE CITY ‘S COMBINED ANI) CONSOLXDATED 
WATER AND SEWER SYSTEM AND THE REFUNDING OF CERTAIN 
QBLJGATIONS OF THE CITY’S COMBINED AMD CONSOLIDATED 
WATER AND SEWER SYSTEM. 

CITY OFHOPKTNSITLLE, KENTUCKY WATER ANZ) SEWERREVIENLTE 

WHEREAS, the City of Hopkinsville (the “City”), a second class city of Christian County, 
Kentucky, presently owns the combined and consolidated waterworks and sewer system (the 
“System”) of said City, and 

WHEREAS, the System is managed and operated by the Hopkinsville Water Environment 
Authority (“€€WEA”) of the City, and 

WHEREAS, the City has heretofore issued its City of Hopkinsville, Kentucky Water and 
Sewer Refunding Revenue Bonds, Series 1993, dated December 15,1993 (the “Series 1993 Bonds”) 
in the original principal amount of $4,075,000, authorized by an ordinance enacted by the City 
Council of the City on November 30, 1993 (the “1 993 Bond Ordinance”), and 

WNEREAS, the City has heretofore issued its City of Hopkinsville, Kentucky Water and 
Sewer Revenue Bonds, Series 1996, dated June 15,1996 (the “Series 1996 Bonds”) in the original 
principal amount of $2,080,000, authorized by an ordinance enacted by the City Council of the City 
on June 18, 1996 (the “1996 Bond Ordinance”), and 

WHEREAS, the City has heretofore issued its City of Hopkinsville, Kentucky Water and 
Sewer Refunding Revenue Bonds, Series 2002, dated February 15,2002 (the “Series 2002 Bonds”) 
in the original principal amount of $5,080,000, authorized by an ordinance enacted by the City 
Council of the City on February 19,2002 (the “2002 Band Ordinance”), and 

WHEREAS, in and by the 1993 Bond Ordinance, the 1996 Bond Ordinance and the 2002 
Bond Ordinance (hereinafter collectively referred to as the “Prior Bond Ordinance”), the right and 
privilege was reserved by the City under conditions and restrictions set out in said Prior Bond 
Ordinance, of issuing additional bonds from time ta time, payable from the income and revenues 
of the System and ranking on a parity with the outstanding Series 1993 Bonds, Series 1996 Bonds 
and Series 2002 Bonds (hereinafter collectively referred to as the “Prior Bonds”), for the purpose 



among other things, of refunding or refinancing all or a part of the outstanding Prior Bonds, which 
conditions and restrictions are found to currently exist and prevail so as to permit the issuance of 
certain proposed additional bonds so as to rank, when issued, on a parity with the outstanding Prior 
Bonds, and 

WHERIEAS, it is deemed necessary and advisable for the best interests of the City that the 
City Council authorize the issuance and sale of $25,745,000 (subject to adjustment ofplus or minus 
10%) of City of Hopkinsville, Kentucky Water and Sewer Revenue Bonds, Series 2005A, dated May 
1 , 2005 (the “Series 2005A Bonds”), for the purpose of defraying the cost (not otherwise provided) 
of financing additions, extensions and improvements to the City’s combined and consolidated water 
and sewer system (the “Project”) and to reaffirm the conditions and restrictions of the Prior Bond 
Ordinance whereunder similar bonds may be subsequently issued ranking on a parity with the Prior 
Bonds; and 

WHEREAS, it is deemed necessary and advisable for the best interests of the City that the 
City Council authorize the issuance and sale of $1,535,000 (subject to adjustment plus or minus 
10%) of City of Hopkinsville Water and Sewer Refunding Revenue Bonds, Series 2005B, dated 
May 1, 2005 (the “Series 2005B Bonds”), for the purpose of defraying the cost (not otherwise 
provided) of currently refunding and redeeming the outstanding Series 1996 Bonds on June 15, 
2006, and to reaffirm the conditions and restrictions whereunder similar bonds may be subsequently 
issued and ranking on a parity therewith; and 

WHEREAS, under the provisions of Sections 58.010 through 58.140, inclusive, of the 
Kentucky Revised Statutes, and under the provisions of the Prior Bond Ordinance, the City is 
authorized to issue the Series 2005 A Bonds and the Series 2005B Bonds (hereinafter collectively 
referred to as the “Current Bonds”) to provide such funds for the purpose aforesaid, 

NOW, THEREFORE, BE IT ORDAINED BY THE CITY OF OPKINSVILLE, 
KENTUCKY, AS FOLLOWS: 
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SECTION 1. DEFINITIONS. As used in this Ordinance, unless the context requires 
o thenvis e: 

“Act” refers to Sections 58.0 10 through 58.140, inclusive, of the Kentucky Revised Statutes. 

“Bond Ordinance of Z993” or “ I  993 Bond Ordinance” refers to the Ordinance authorizing 
the Series 1993 Bonds, which Ordinance was enacted by the City Council of the City on November 
30, 1993. 

“Bond Ordinance of Z 996’ or “I 996 Bond Ordinance” refers to the Ordinance authorizing 
the Series 1996 Bonds, which Ordinance was enacted by the City Council of the City on June 18, 
1996. 

“Bond Ordinance of 2002 ” or “2002 Bond Ordinance ” refers to the Ordinance authorizing 
the Series 2002 Bonds, which Ordinance was enacted by the City Council of the City on February 
18,2002. 

“Bondowner” or “Owner” means and contemplates, unless the context otherwise indicates, 
the registered owner of one or more of the Current Bonds at the time issued and outstanding 
hereunder. 

“Bond Registrar”, “Depository Bank”, “Transfer Agent”, or “Payee BanK’ refers to the bank 
which shall constitute the Bond Registrar, Depository Bank, Transfer Agent and Payee Bank with 
respect to the Current Bonds, whch Depository Bank shall have the duties and responsibilities of 
(a) issuing semiannual checks in payment of interest requirements as to the Current Bonds, (b) 
paying the principal of same at maturity or applicable mandatory redemption or optional redemption 
prior to maturity upon surrender of the Current Bonds, c) authenticating, issuing and delivering the 
Current Bonds to the original purchasers of same in accordance with the sale of the Current Bonds, 
at the direction of the City, (d) maintaining the Current Bonds register, and (e) handling exchanges, 
cancellations, reissuance, redemption and all apparent duties of a Bond Registrar and Transfer Agent 
with respect to the Current Bonds, as hereinafter set out. The Bond Registrar, Depository Bank, 
Transfer Agent and Payee Bank hereby designated is U.S. Bank, National Association, Louisville, 
Kentucky; provided, however, it is understood that the City reserves the right to designate a different 
Federal Deposit Insurance Corporation instrumentality to perform any and all of such functions of 
Bond Registrar, Depository Bank, Transfer Agent and Payee Bank as to the Current Bonds. 

“CertifedPublic Accountants” refers to an independent Certified Public Accountant or firm 
of Certified Public Accountants, duly licensed in affairs of the System and/or of other City financial 
matters. Until otherwise directed by the Governing Body of the City, such tern shall be deemed to 
refer to the firm of York, Neal Company Hopkinsville, LLP, Certified Public Accountants, 
Hopkinsville, Kentucky. 

“Ci@” refers to the City of Hopkinsville, in Christian County, Kentucky. 
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“City Council” means the City Council of the City or such other body as shall be the 
governing body of said City under the laws of Kentucky at any given time. 

“Code” refers to the Internal Revenue Code of 1986, as amended, and any regulations issued 
thereunder. 

“Current Bonds” or “Bonds7’ collectively refers to the Series 2005A Bonds and the Series 
2005B Bonds. 

“Current Bond Ordinance” or “Ordinance” refers to this Ordinance authorizing the Current 
Bonds. 

“Depositoly” means any securities depository that is a clearing agency under federal law 
operating and maintaining, with its participants or otherwise, a book entry system to record 
ownership ofbook entry interests in the Current Bonds, and to effect transfers ofbook entry interests 
in the Current Bonds in book entry form, and includes and means initially The Depository Trust 
Company (a limited purpose trust company), New York, New York. 

“Depreciation Fund” refers to the City of Hopkinsville Water and Sewer System 
Depreciation Fund referred to in Section 1 1 (d) of this Ordinance. 

“Eligible Investments ” refers to the following: 

(a) Obligations of the United States and of its agencies and instrumentalities, 
including obligations subject to repurchase agreements, if delivery of these obligations 
subject to repurchase agreements is taken either directly or through an authorized custodian. 
These investments may be accomplished through repurchase agreements reached with 
sources including, but not limited to, national or state banks chartered in Kentucky; 

(b) Obligations and contracts for fbture delivery or purchase of obligations backed 
by the full faith and credit of the United States or a United States government agency, 
including but not limited to: 

(i) United States Treasury; 
(ii) 
(iii) Farmers Home Administration; 
(iv) 
(v) Merchant Marine bonds; 

Export-Import Bank of the United States; 

Government National Mortgage Corporation; and 

(c) Obligations of any corporation of the United States govement,  including but 
not limited to: 

(i) 
(ii) Federal Farm Credit Banks; 
(iii) Bank for Cooperatives; 

Federal Home Loan Mortgage Corporation; 
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(iv) Federal Intermediate Credit Banks; 
(v) Federal Land Banks; 
(vi) Federal Home b a n  Banks; and 
(vii) Federal National Mortgage Association 

(d) Certificates of deposit issued by or other interest-bearing accounts of any bank 
or savings and loan institution which are insured by the Federal Deposit Insurance 
Corporation or similar entity or which are collateralized, to the extent uninsured, by any 
obligations, including surety bonds, perrnitted by KRS 41.240(4); 

(e) Uncollateralized certificates of deposit issued by any bank or savings and loan 
institution rated in one (1) of the three (3) highest categories by a nationally recognized 
rating agency; 

(f) Bankers’ acceptances for banks rated in one (1) of the three (3) highest categories 
by a nationally recognized rating agency; 

(g) Commercial paper rated in the highest category by a nationallyrecognized rating 
agency; 

(h) Bonds or certificates of indebtedness of this state and of its agencies and 
instnmentalities; 

(i) Securities issued by a state or local government; or any instrumentality or agency 
thereof, in the United States, and rated in one (1) of the three (3) highest categories by a 
nationally recognized rating agency; 

6) Shares of mutual funds, each of which shall have the following characteristics: 

(i) The mutual fund shall be an open-end diversified investment 
company registered under the Federal Investment Company Act of 1940, as 
amended; 

(ii) The management company of the investment company shall 
have been in operation for at least five (5) years; and 

(iii) All of the securities in the mutual fimd shall be eligible 
investments listed in (a) through (i) above; and 

(k) Any other lawful investment authorized by the Kentucky Revised Statutes to be 
utilized by local governments with a rating equal to or higher then the rating of the Current 
Bonds, as rated by each rating agency then rating the Current Bonds, including an 
investment agreement with investment agreement provider whose obligations have a current 
rating at least equal to the rating on the Current Bonds. 
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“Engineer” or “Independent Consulting Engineer” refers to an Independent Consulting 
Engineer or firm of Engineers of excellent national reputation or of recognized excellent reputation 
in Kentucky in the fields of waterworks and sewer engineering. 

“Escrow Agent ” refers to U.S. Bank, National Association, Lauisville, Kentucky where 
funds will be escrowed to pay all principal and interest on the Series 1996 Bonds as same become 
due andor as part of such Series 1996 Bonds may be called for redemption in advance of maturity. 

“Escrow Agreement ” refers to the ag-eement between the City and the Escrow Agent, dated 
as of May 1, 2005, authorized pursuant to this Ordinance, providing for the deposit of sufficient 
funds in the Escrow Account created in the Escrow Agreement for the purpose of providing for the 
payment of principal of and interest on the Series 1996 Bonds as same mature and/or as same may 
be called for redemption prior to maturity. 

“Funds” refers to the Revenue Fund, the Sinlung Fund, the Operation and Maintenance Fund 
and the Depreciation Fund. 

“Governing Body” refers to the City Council of the City, or such other body as shall be the 
governing body of said City under the laws of Kentucky at any given time. 

“HWEA” refers to the Hopkinsville Water Environment Authority, an agency of the City 
charged with the management, operation and control of the System. 

“Interest Payment Date” shall mean April 1 and October 1 of each year, commencing 
October 1 , 2005. 

“Operation and Maintenance Fund” refers to the “City of Hopkinsville Water and Sewer 
System Operation and Maintenance Fund” referred to in Section 1 l(e) of this Ordinance. 

“Outstanding Bonds” refers to the outstanding Prior Bonds, the outstanding Current Bonds 
and any outstanding Parity Bonds, and does not refer to any bonds which have been defeased 
accordance with Section 18 of this Current Bond Ordinance. 

“Parity Bonds” means bonds issued in the future, which bonds issued in the future will, 
pursuant to the provisions of the Prior Bond Ordinance and this Current Bond Ordinance, rank on 
a basis of parity with the Current Bonds and the Prior Bonds, and shall not be deemed to include, 
nor to prohibit the issuance of, bonds ranking inferior in security to the Current Bonds and the Prior 
Bonds. 

“Partic@ants” means those broker-dealers, banks and other financial institutions fiom time 
to time for which the Depository holds Current Bonds as securities depository and for whom the 
Depository effects book-entry transfers and pledges of securities deposited with the Depository. 

“Prior Bond Ordinance” refers collectively to the 1993 Bond Ordinance, the 1996 Bond 
Ordinance and the 2002 Bond Ordinance. 
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“Prior Bonds” refers to the Series 1993 Bonds, the Series 1996 Bonds and the Series 2002 
Bonds. 

“Project” refers to the acquisition, construction, equipping and installation of extensions, 
additions and improvements to the System. 

“Purchasers” refers to the original purchasers of the Current Bonds at the public sale, 
including all members of their purchasing syndicate or group. 

“Record Date” shall mean with respect to any Interest Payment Date, the close of business 
on March 15 or September 15, as the case may be, next preceding such Interest Payment Date, 
whether or not such March 15 or September 15 is a business day. 

“Refunded Bonds” refers to the Series 1996 Bonds. 

“Required Reserve” refers to an amount (which may include the amount of any Surety Bond) 
equal to not less than the maximum amount ofprincipal and interest requirements falling due in any 
year on all of the outstanding Prior Bonds, Current Bonds and any Parity Bonds, which Required 
Reserve is required to be accumulated in the Sinking Fund Reserve, as set out in the Prior Bond 
Ordinance, and in Section 11 of this Current Bond Ordinance. 

“Revenue Fund’ refers to the City of Hopkinsville Water and Sewer Bond Revenue Fund 
created in the Prior Bond Ordinance and which Revenue Fund will continue to be maintained for 
the benefit of all of the Prior Bonds, Current Bonds and any Parity Bonds. 

“Series 1993 Bonds” refers to the original authorized $4,075,000 of City of Hopkinsville, 
Kentucky Water and Sewer Refunding Revenue Bonds, Series 1993, dated December 15, 1993. 

“Series 1996 Bonds” refers to the original authorized $2,080,000 of City of Hopkinsville, 
Kentucky Water and Sewer Revenue Bonds, Series 1996, dated June 15,1996. 

“Series 2002 Bonds” refers to the original authorized $5,080,000 of City of Hopkinsville, 
Kentucky Water and Sewer Refunding Revenue Bonds, Series 2002, dated February 15,2002. 

“Series 2005A Bonds” refers to the original authorized $25,745,000 of City of Hopkinsville, 
Kentucky Water and Sewer Revenue Bonds, Series 2005A, dated May 1 , 2005. 

“Series 2005B Bonds” refers to the original authorized $1,535,000 of City of Hopkinsville, 
Kentucky Water and Sewer Refunding Revenue Bonds, Series 2005B, dated May 1 , 2005. 

“Sinking Fund” refers to the City of Hopkinsville Water and Sewer Refbnding Bond and 
Interest Redemption Fund created in the Prior Bond Ordinance and which Sinking Fund will 
continue to be maintained for the benefit of all of the Prior Bonds, Current Bonds and any Parity 
Bonds. 

7 



“Surety Bond” refers to an insurance policy guaranteeing the payment of whatever reserve 
account or commitment related thereto is described in such policy. 

“System” refers to the City waterworks and sewer systems which have been heretofore 
combined and consolidated into a single revenue-producing public water and sewer project or 
system, together with all future extensions, additions and improvements to said System. 

SECTION 2. AUTHORIZATION OF CURRENT BONDS. That pursuant to the 
Constitution and laws of Kentucky, and particularly said Sections 5 8.0 10 to 58.140, inclusive of the 
Kentucky Revised Statutes, there are hereby authorized to be presently issued and sold (i) 
$25,745,000 (plus or minus up to 10%) principal amount of City of Hopkinsville, Kentucky Water 
and Sewer Revenue Bonds, Series 2005A, dated May 1,2005, for the purpose of providing funds 
for the construction of the Project; and (ii) $1,535,000 (plus or minus up to 10%) principal amount 
of City ofHopkinsville, Kentucky Water and Sewer Refimding Revenue Bonds, Series 200SB, dated 
May 1,2005, for the purpose of providing h d s  for the Refunding Program. The Series 2005A 
Bonds shall mature on October 1,2006 through October 1,2025, in such principal amounts, and 
shall bear interest payable semiannually on April 1 and October 1 of each year (hereinafter referred 
to as the “Interest Payment Date”), commencing October 1 , 2005, at an interest rate or rates to fixed 
as a result of the advertised sale of the Series 2005A Bonds. The Series 2005B Bonds shall mature 
on October 1, 2005 through October 1, 2016, in such principal amounts, and shall bear interest 
payable semiannually on April 1 and October 1 of each year (hereinafter referred to as the “Interest 
Payment Date”), commencing October 1,2005, at an interest rate or rates to be fixed as a result of 
the advertised sale of the Series 2005B Bonds. 

SECTION 3. BONDS ISSUED AS FULLY REGISTERED BONDS: BOOK-ENTRY 
ONLY; REGISTERED OWNERS. The Current Bonds shall be issued only in hl ly  registered 
typewritten form without coupons. The Current Bond shall be dated on the face of the Current Bond 
as of and shall bear interest from May 1,2005. Each Current Bond issued (as a result of exchange 
or transfer) after such first Interest Payment Date shall be dated on the face of the Current Bond as 
of and shall bear interest from the Interest Payment Date next preceding the date on which such 
Current Bond is issued, unless such Current Bond is issued on an Interest Payment Date, in which 
case it shall be dated as of and shall bear interest from such Interest Payment Date; provided, 
however, that if at the time of issuance of any Current Bonds the interest thereon is in default, such 
Current Bond shall be dated as of the date to which interest has been paid in full. 

The person in whose name any Current Bond is registered on the bond register maintained 
by the Bond Registrar, at the Record Date with respect to an Interest Payment Date, shall be entitled 
to receive the interest payable on such Interest Payment Date (unless such Current Bond shall have 
been called for redemption on a redemption date which is prior to such Interest Payment Date) 
notwithstanding the cancellation of such Current Bond upon any registration oftransfer or exchange 
thereof subsequent to such Regular Record Date and prior to such Interest Payment Date, except in 
the event of default of the Current Bonds. 
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The Current Bonds shall originally be issued solely in book entry form to a Depository to 
be held in a book entry system in which event: (i) the Current Bonds shall be registered in the name 
of the Depository or its nominee, as Bondholder, and immobilized in the custody of the Depository; 
(ii) there shall, unless otherwise requested by the Depository, be a single bond certificate 
representing the aggregate principal amount of the Current Bonds; and (iii) the Current Bonds shall 
not be transferable or exchangeable, except for transfer to another Depository or another nominee 
of a Depository without further action by the City as set forth in the next succeeding paragraph of 
this Section. 

If any Depository determines not to continue to act as a Depository for the Current Bonds 
held in a book entry system, the City may attempt to have established a securities depositoryhook 
entry system relationship with another Depository under this Ordinance. If the City does not 
continue to act as a Depository for the Current Bonds or is unable to do so, the City, after the City 
has made provision for notification af the owners of book entry interests by appropriate notice to 
the then Depository, shall permit withdrawal of the Current Bonds &om the Depository and shall 
authenticate and deliver bond certificates in fully registered form to the assignees of the Depository 
or its nominee. If the event is not the result of the City’s action or inaction, such withdrawal, 
authentication and delivery shall be at the cost and expense (including costs of printing or otherwise 
preparing, and delivering, such replacement Current Bonds), of those persons requesting that 
authentication and delivery. Such replacement Current Bonds shall be in the denominations 
specified in this Ordinance. 

SECTION 4. PLACE OF PAYMENT: MANNER OF EXECUTION; AND 
PROVISION AS TO PRIOR REDEMPTION. The principal of and interest on the Current Bonds 
shall be payable in lawful money of the United States of America as they respectively become due, 
whether at maturity or by prior redemption. Principal of the Current Bond is payable at the main 
affice of the Payee Bank and Bond Registrar. Interest on the Current Bonds shall be paid by check 
mailed by the Payee Bank to the Bondowners as of the Record Date, at the respective addresses 
appearing on the bond register. 

So long as any Current Bonds remain outstanding, the Registrar shall keep at its principal 
office a bond register showing and recording a register of the Owners of the Current Bonds and shall 
provide for the registration of Current Bonds in accordance with the terms of this Current Bond 
Ordinance, subject to such reasonable regulations as the Bond Registrar may prescribe. 

The Current Bond shall be executed on behalf of the City with the duly authorized manual 
or reproduced facsimile signature of the Mayor, and the manual or reproduced facsimile of its 
corporate seal shall be imprinted thereon and attested by the manual or reproduced facsimile 
signature of the City Clerk; and said officials, by the execution of appropriate certifications, if 
applicable, shall adopt as and for their awn proper signatures, their respective facsimile signatures 
on said Current Bonds; provided the Authentication Certificate of Registrar must be executed by the 
manual signature of the Bond Registrar on the Current Bond before such Current Bond shall be 
valid. 
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The Bond Registrar shall have the right to order the preparation of whatever number of 
Current Bond certificates, in the sole discretion of the Bond Registrar, shall be deemed necessary 
in order to enable the Bond Registrar to maintain an adequate reserve supply of such certificates to 
effect properly the continuing transfers and exchanges of ownership of the Current Bonds as same 
are sold, exchanged andor otherwise surrendered in the future. No fbrther action regarding the 
authorization or execution of additional certificates shall be required by the Governing Body, the 
Mayor or the City Clerk. 

At least 3 business days prior to the delivery of the Current Bond, the Purchasers shall 
fkrnish to the Bond Registrar the name, address, social security number or taxpayer identification 
number, of the party to whom the Current Bond is to be registered. The Bond Registrar shall then 
issue and deliver to the Purchasers, not more than 3 business days following the delivery of the 
Current Bond, hl ly  registered typewritten Current Bond certificates for each registered owner so 
designated. 

Subject to the provisions of this Section, (i) the principal of and any premium on any Current 
Bond shall be payable when due (a) on any Current Bond held in a book entry system, registered 
in the name of a Depository or its nominee, in next day or federal funds by check or wire transfer 
delivered or transmitted to the Depository or its authorized representative upon presentation and 
surrender of such Current Bond at the principal office of the Paying Agent or at the office, 
designated by the Paying Agent, of any Paying Agent, and (b) on any Current Bond not in a book 
entry system, to a Holder upon presentation and surrender of such Current Bond at the principal 
office of the Paying Agent or at the office designated by the Paying Agent, and (ii) interest on any 
Current Bond shall be paid on each Tnterest Payment Date (a) on any Current Bond held in a book 
entry system, registered in the name of a Depository or its nominee, in next day or federal funds by 
check or wire transfer delivered or transmitted to the Depository or its authorized representative and 
(b) on any Current Bond not in a book entry system, to the Person in whose name the Current Bond 
is registered at the close of business on the Record Date applicable to that Interest Payment Date on 
the Register at the address appearing therein by check or draft which the Paying Agent shall cause 
to be mailed on the Interest Payment Date such interest is due. 

Anything herein to the contrary notwithstanding, in the case of any Current Bonds registered 
in the name of the Depository or its nominee, the Paying Agent shall comply with the requirements 
stated in the Depository Operational Arrangements memorandum dated June 29,1987 (as it may be 
amended, modified or superseded) and with the provisions of the Letter of Representations from 
each of them to the Depository executed and delivered with respect to the Current Bonds. 
Specifically, the Paying Agent shall make payments on the Current Bonds and will provide notices 
of redemption to the Depository in the manner and at the times set forth in such memorandum and 
shall regard the Depository as the Holder of such Current Bonds for all purposes hereunder, except 
for the purpose of giving any consent requested of Bondholders pursuant to this Ordinance, in which 
case the Depository will mail an Omnibus Proxy to the City which assigns the Depository’s or its 
nominee’s voting rights to the participants in the Depository having the Current Bonds credited to 
their accounts as of the record date for mailing o f  requests for consents (who are identified in a list 
attached to the Omnibus Proxy). The City agrees hereby to promptly provide the Omnibus Proxy 
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to the Paying Agent, which shall then treat the Participants as Bondholders for purposes of obtaining 
such consents. 

(a) Mandatory Redemption of Term Bonds. The Term Bonds, if any, must be mandatorily 
redeemed on October 1 in each of the respective years set forth in the mandatory redemption 
schedule set forth in the Certificate of the Mayor (the “Sale Certificate”) accepting the successful 
bids on the Current Bonds. The Term Bonds to be so redeemed shall be selected by the Bond 
Registrar by lot in such manner as may be determined in the discretion of the Bond Registrar. Such 
Term Bonds due shall be so mandatorily redeemed at 100% of the aggregate principal amounts 
specified in the Sale Certificate for each year plus accrued interest to the respective dates of 
mandatory redemption. 

At the option of the City, to be exercised at least 45 days prior to the date for application of 
the mandatory redemption of the Term Bonds, if any, the City may receive a credit against the 
mandatary redemption requirement for Term Bonds subject to the application of such mandatory 
redemption requirement which, prior to the date for application of such requirement (and for which 
a credit has not previously been taken) (i) have been redeemed other than through the application of 
such mandatory redemption procedure, and cancelled by the Bond Registrar, or (ii) have been 
delivered to the Bond Registrar by the City for cancellation. 

(b) Optional Redemption. The Series 200SA Bonds maturing on or after October 1 , 2016, 
are subject to redemption, in whole or in part, at any time, in any order of maturities and by lot 
within a single maturity, by the City prior to their stated maturities, on any date falling on or after 
October 1, 2015, upon payment of 100% of the principal amount to be redeemed plus accrued 
interest to the date of redemption. 

The Series 2005B Bonds shall not be callable prior to maturity. 

(c) Redemption of less than a Single Current Bond. In the event that a Current Bond subject 
to redemption is in a denomination larger than $5,000, a portion of such Current Bond may be 
redeemed, but only in a principal amount equal to $5,000 or any integral multiple thereof, if the 
Current Bond is one of the maturities or amounts or part of the maturities or amounts called for 
redemption. Upon surrender of any Current Bond for redemption in part, the Bond Registrar shall 
authenticate and deliver an exchange Current Bond or Current Bonds in an aggregate principal 
amount equal to the unredeemed portion of the Current Bond SO surrendered. 

(d) Notice of Redemption. The Bond Registrar shall give notice of any redemption by 
sending at least one such notice by first class United States mail not less than 30 and not more than 
60 days prior to the date fixed for redemption to the registered owner of each Current Bond to be 
redeemed in whole or in part at the address shown on the Register of Bonds maintained by the Bond 
Registrar as of the date of mailing of such notice. The Bond Registrar may furnish one other fonn 
of such notice more than 60 days prior to the date fixed for redemption, provided at least one such 
notice shall be sent not less than 30 nor more than 60 days prior to such date. Such notice shall state 
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the redemption date, the redemption price, the amount (or number of months) of accrued interest 
payable on the redemption date, the place at which the Current Bonds are to be surrendered for 
payment, and, if less than all of the Current Bonds are to be redeemed, an identification of the 
Current Bonds or portions thereof to be redeemed. Any notice mailed as provided in this Section 
shall be conclusivelypresumed to have been duly given, whether or not the Bondowner receives such 
notice. Upon presentation and surrender of any such Current Bond at the main corporate trust office 
of the Bond Registrar on or after the date fixed for redemption, the Bond Registrar shall pay the 
redemption price of such Current Bond (including accrued interest) from the b d s  provided for such 
purpose. 

All of said Current Bonds as to which the City reserves and exercises the right of redemption 
and as to which notice as aforesaid shall have been given, and for the retirement of which, upon the 
terms aforesaid, funds are duly provided, will cease to bear interest on the redemption date. 

The required notice shall be deemed to have been given upon the City furnishing notice of 
redemption to the Bond Registrar and upon the Bond Registrar acknowledging that it has instructions 
to send such notice and that it will do so at the proper time, even if the time for furnishing such 
notice has not yet arrived. 

SECTION 5. REAFFIRMATION OF DECLARATION OF COMBINED AND 
CONSOLIDATED SYSTEM. The previous action of the City (declared and reaffirmed in the 
Prior Bond Ordinance) in declaring the existing waterworks and sewer systems of the City to 
constitute a combined and consolidated revenue-producing public project or System within the 
meaning of Sections 58.010 through 58.140, inclusive, ofthe Kentucky Revised Statutes, is hereby 
authorized, approved, ratified and confirmed; and so long as any of the Prior Bonds, Current Bonds 
or any parity bonds shall remain outstanding, said System shall be owned by the City and shall be 
controlled, operated, and maintained by the HWEA on a revenue-producing basis, for the security 
and source of payment of the Pnor Bonds, Current Bonds and any parity bonds, under the authority 
hereinbefore stated. 

SECTION 6. MUTILATED, LOST, STOLEN ORDESTROYED CURRENT BONDS. 
If any Current Bond shall be mutilated, lost, stolen or destroyed, the City may execute, authenticate 
and deliver a new Current Bond of like maturity and tenor in lieu of and in substitution for the 
Current Bond mutilated, lost, stolen or destroyed; provided that, in the case of any mutilated Current 
Bond, such mutilated Current Bond shall first be surrendered to the City, and in the case of any lost, 
stolen or destroyed Current Bond, there shall be first fiunished to the City satisfactory evidence of 
the ownership of such Current Bond and of such loss, theft or destruction, together with indemnity 
satisfactory to the Bond Registrar. If any such Current Bond shall have matured, the City (through 
the Bond Registrar) may pay the same instead of issuing a new Current Bond. The City andor the 
Bond Registrar may charge the owner of such Current Bond its (their) reasonable fees and expenses 
in this connection. 

SECTION 7. AUTHENTICATION OF BONDS. The Current Bonds, after execution by 
the City, shall be delivered to the Bond Registrar. No Current Bond shall be valid or obligatory for 
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any purpose or be entitled to any security or benefit of this Current Bond Ordinance unless and until 
such Current Bond has been duly authenticated by the Bond Registrar by the execution of the 
Authentication Certificate of Bond Registrar appearing on such Current Bond. Such Certificate 
appearing on any Current Bond shall be deemed to have been duly executed by the Bond Registrar 
if manually signed by an authorized officer of the Bond Registrar. 

SECTION 8. CURRENT BONDS PAYABLE OUT OF REVENUES ON A PARITY 
WITH PRIOR BONDS. All of the Current Bonds, with interest thereon, and any additional parity 
bonds that may be issued and outstanding under the conditions and restrictions of the Prior Bond 
Ordinance and of this Current Bond Ordinance, are to be issued in anticipation of the revenues to 
be derived &om the operation of said System, all as hereinafter more specifically pravided, shall be 
payable out of the Sinking Fund created in the Prior Bond Ordinance, on a parity basis with the Prior 
Bonds, and shall be a valid claim of the holders thereof against said Sinking Fund and against the 
gross revenues of the System pledged to said Sinking Fund. 

SECTION 9. BOND FORM. The Current Bonds shall be issued in substantially the forms 
attached hereto as Exhibits A-1 and A-2. 

SECTION 10. COMPLIANCEWITHPARITYREOUIREMENTS OFPFUORBOND 
ORDINANCE. It is hereby declared that in accordance with the provisions of the Prior Bond 
Ordinance, and prior to the issuance of any af the Current Bands hereby authorized, there will be 
procured and filed with the City Clerk of said City any and all statements or certifications for the 
purpose of having both principal and interest on the Prior Bonds and the Current Bonds hereby 
authorized payable on a parity from the income and revenues of said System with said outstanding 
Prior Bonds. 

SECTION 11. PROVISIONS OF PFZIOR BOND ORDINANCE INCORPORATED 
HEREIN: FTJNDS; INITIAL DEPOSITS AND ADJUSTMENTS IN REOUIRED DEPOSITS 
INTO VAFUOUS FUNDS. 

(a) Prior Provisions and Adjustments. All proceedings preliminary to and in 
connection with the issuance of the Prior Bonds, whereby provision was made for the receipt; 
custody and application of the proceeds of the Prior Bonds; for the operation of the System on a 
revenue-producing basis; for the segregation, allocation and custody of the revenues derived fiom 
the operation of the System; and for the enforcement and payment of the Prior Bonds; and all other 
covenants for the benefit of Bondowners set out in the Prior Bond Ordinance, except as amended, 
are hereby ratified, confirmed and re-adapted, and shall continue in force and inure to the security 
and benefit of the Current Bonds, as well as af the Prior Bonds, the same as if such provisions and 
proceedings were set out herein in full; provided that the mount of income and revenues of the 
System to be transferred from the Revenue Fund and paid into the Sinking Fund during each of the 
respective fiscal years, so long as any of the Prior Bonds andor Current Bonds are outstanding, shall 
be sufficient to pay when due, the interest upon and principal of all of the Prior Bonds and all of the 
Current Bonds. 
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In accordance with the requirements of the Prior Bond Ordinance, it is hereby recognized 
that the City is obligated, upan the issuance of the Current Bonds, ranking on a parity with the Prior 
Bonds, to provide for additional payments into the Sinking Fund to provide for the additional 
principal and interest requirements. It is M e r  hereby recognized that in and by the Prior Bond 
Ordinance, provision was included for the accumulation in the Sinking Fund Reserve, of a reserve 
in an amount equal to not less than the maximum amount required in any ensuing year for principal 
and interest requirements on the Prior Bonds and any parity bonds. It was further provided in the 
Prior Bond Ordinance and is hereby reaffirmed that as and when additional parity bonds are issued, 
provision shall be made for increasing the Sinking Fund Reserve to an aggregate amount equal to 
the maximum mount (the “Required Reserve”) of principal and interest thereafter becoming due 
with respect to all outstanding bonds, including the outstanding Prior Bonds, the Current Bonds and 
any additional Parity Bonds, in any twelve-month period thereafter, which Sinking Fund Reserve 
shall be similarly maintained and restored when necessary. 

(b) Deposits into Sinkinc! Fund Reserve. In compliance with the requirements of the 
Prior Bond Ordinance, it is hereby determined that if and whenever the amount on deposit in the 
Sinking Fund Reserve is less than the Required Reserve there shall be transferred monthly into the 
Sinking Fund Reserve an amount equal to at least 1420th of the additional amount necessary to 
accumulate within a period of ten years the Required Reserve. Moneys on deposit in the Sinking 
Fund Reserve may be Withdrawn and used by the City, when necessary, and shall be so withdrawn 
and used if and to the extent necessary to prevent the occurrence of an Event of Default; or 
transferred and disbursed in the same manner as other funds in the Revenue Fund, provided, that in 
the event of any such withdrawal, the City shall restore such deficiency through the resumption of 
monthly deposits equal to at least 1/120th of the Required Reserve. As and when additianal parity 
bonds are issued, provision shall be made for increasing the Sinking Fund Reserve, by similarly 
calculated monthly deposits, to not less than the maximum amount of principal and interest 
requirements of all bonds then scheduled to be outstanding (including the Prior Bonds, the Current 
Bonds and such additional parity bonds) falling due in any twelve month period thereafter, and the 
Required Reserve shall be similarly maintained and restored when necessary. 

(e) Deposits into Sinking Fund. In accordance with the aforesaid provisions of the 
Prior Bond Ordinance, based on the additional principal and interest requirements of the Current 
Bonds, it is hereby determined that the amounts to be so set aside into the Sinking Fund, maintained 
at the Prior Depository, on or before the 20th day of each month, shall be not less than amounts 
constituting the total of the following: 

(1) A sum equal to one-sixth (1/6) of the next succeeding interest installment to 
become due on all of the outstanding Prior Bonds, Current Bonds and any additional parity 
bonds; plus 

(2) A s m  equal to one-twelfth (1/12) ofthe principal mount ofany Prior Bonds, 
Current Bands and any additional parity bonds, maturing on the next succeeding October 
first. 
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As and when additional parity bonds are issued, provision shall be made for additional 
payments into the Sinking Fund so as to pay the interest on the principal of such additional parity 
bonds as and when the same become due. 

(d) Deposits into Depreciation Fund. In compliance with the Prior Bond Ordinance 
there is required to be the sum of $150,000, which amount was required to be maintained, and if 
necessary, restored, by the deposit into such Depreciation Fund in each month of the sum of (i) 10% 
of the balance on deposit in the Revenue Fund or (ii) $3,500, whichever amount is greater. It was 
fkther provided in the Prior Bond Ordinance that as and when additional parity bonds are issued, 
the City shall determine at the time of issuance thereof, with the advice of the Independent 
Consulting Engineers then employed by the City (a) whether additional amounts shall be 
accumulated in the Depreciation Fund, (b) the exact revision, if any, in the required deposits into 
such Depreciation Fund and (c) the revised total amount necessary to be accumulated in such Fund. 
Accordingly, based on the advice of the Independent Consulting Engineers, it is hereby determined 
that if, whenever, and so long as less than $150,000 shall be on deposit in said Depreciation Fund, 
there shall thenceforth be deposited into the Depreciation Fund in each month such sum as set forth 
above, until there has been accumulated in such Depreciation Fund the sum of $15O,O00, which sum 
shall be maintained, and if necessary, restored by similar monthly deposits. 

In accordance with the Prior Bond Ordinance as herein modified, it is further provided that 
as and when additional Parity Bonds are issued, the City shall determine at the time of issuance 
thereof (a) whether additional amounts shall be accumulated in the Depreciation Fund, (b) the exact 
revision, if any, in the required deposits in such Depreciation Fund and (c) the revised total amount 
necessary to be accumulated in such Depreciation Fund; whereupon covenants to that effect shall 
be incorporated in the proceedings authorizing the issuance of such Parity Bonds. 

All other provisions contained in the Prior Bond Ordinance with reference to the application 
of the proceeds of the Depreciation Fund, the deposit; security and investment thereof, and all other 
related provisions, are hereby ratified and confmed, except to the extent amended herein. 

(e) Deposits into Operation and Maintenance Fund. In accordance with the Prior 
Bond Ordinance there was required to be deposited in the Operation and Maintenance Fund in each 
month, after the transfers of the amounts required to be transferred by Sections above, such amounts 
as are required to pay, as they accrue, the proper and necessary costs of operating, maintaining and 
insuring the System, as set out in the “Current Expenses” contained in the System’s annual budget; 
and such provisions are hereby readopted, ratified and confirmed. 

( f )  Surplus Funds. It is hereby m h e r  recognized that it was provided in the Prior Bond 
Ordinance and is hereby reaffirmed (with modifications to take into account the issuance of the 
Current Bonds) that if, at the end of any fiscal year, after making the payments required by the 
foregoing, there shall remain a balance in said Revenue Fund in excess of the amount required to 
be transferred during the ensuing year, such balance within sixty (60) days after the end of such 
fiscal year, shall be used as follows, in the order indicated: 
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(1) To transfer and deposit into the Sinking Fund Reserve whatever amount; if 
any, shall be necessary to accumulate or restore the Required Reserve. 

(2) To transfer and deposit into the Depreciation Fund whatever amount; if any, 
shall be necessary to accumulate or restore the total amount required to be on deposit in the 
Depreciation Fund. 

(3) To transfer and deposit into the Operation and Maintenance Fund whatever 
amount; if any, shall be necessary to accumulate or restore the total amount required to be 
on deposit in the Current Operation and Maintenance Fund. 

Any balance in the Revenue Fund remaining at the end of any fiscal year, after the Sinking 
Fund Reserve and the Depreciation Fund shall have been fully funded and are being maintained, 
may be used as follows: 

(a) To retire or redeem outstanding Prior Bonds and/or Current Bonds, in inverse 
order of maturities, to purchase Prior Bonds or Current Bonds in the open market; or to 
purchase Prior Bonds or Current Bonds through advertisement for and receipt of tenders of 
Prior Bonds or Current Bonds, at not exceeding the call price, as may be detennined by the 
Governing Body of the City; and/or 

(b) To pay current and/or future principal and interest requirements of any 
outstanding subordinate obligations against the System, or any part thereto. 

SECTION 12. RATES AND CHARGES FOR SERVICES OF THE SYSTEM. While 
the Current Bonds authorized hereunder, or any of them, remain outstanding and unpaid, the rates 
for all services and facilities rendered by the System to the City and to its citizens, corporations, or 
others requiring the same, shall be reasonable and just, taking into account and consideration the 
cost and value of said System, the cost of maintaining and operating the same the proper and 
necessary allowances for depreciation thereof, and the amounts necessary for the retirement of all 
Outstanding Current Bonds and the accruing interest on all such Outstanding Current Bonds, and 
there shall be charged such rates and amounts as shall be adequate to meet all requirements of the 
provisions of this Ordinance. Compensation for services and facilities rendered to the City shall be 
paid for out of the corporate funds of the City by monthly payments into the Revenue Fund the sam 
as other income and revenues of the System are paid, and shall then be apportioned as other income 
and revenues thereof are required by this Ordinance to be apportioned among the various funds. 
Prior to the issuance of the Current Bonds a schedule of rates and charges for the services rendered 
by the System to all users adequate to meet the requirements of this Ordinance has been established 
and adopted. 

The City and/or the KWEA covenant that they will not reduce the rates and charges for the 
services rendered by the System without first filing with the City Clerk a certification of an 
Independent Consulting Engineer to the effect that the annual net revenues (defined as gross 
revenues less essential operation and maintenance expenses) of  the then existing System for the 
fiscal year preceding the date on which such reduction is proposed, as such annual revenues are 

16 



adjusted, after taking into account the projected reduction in revenues anticipated to result from such 
proposed rate decrease, are equal to not less than 130% of the maximum debt service requirements 
falling due in any fiscal year thereafter for principal of and interest on all of the then Outstanding 
Bonds payable fi-om the revenues of the System, calculated in the manner specified in Section 13 
hereof. 

The City also covenants to cause a report to be filed with the City Council w i t h  four 
months after the end of each fiscal year by (a) Certified Public Accountants, (b) Independent 
Consulting Engineers, or (c) the HWEA (based on reports filed with such Authority by such 
Accountants andor Engineers), setting forth what was the precise percentage (“coverage”) of the 
maximum debt service requirements falling due in any fiscal year thereafter for principal of and 
interest on all of the then Outstanding Bonds payable from the revenues of the System, produced 
or provided by the net revenues of the System in that fiscal year, calculated in the manner specified 
in Section 13 hereof; and the City covenants that if and whenever such report so filed shall establish 
that such coverage of net revenues for such year was less than 1 15% of the maximum debt service 
requirements, the City shall increase the rates by an amount sufficient, in the opinion of such 
Engineers and/or Accountants, to establish the existence of or immediate projection of, such 
minimum 1 15% coverage. >: 

SECTION 13. INF’ERTOR BONDS; ADDITIONAL PARITY BONDS; SURPLUS 
FACILITIES. 

(a) Inferior Bonds. Except as provided below in this Section, the City shall not so long 
as any of the Current Bonds (and any bonds ranking on a parity) are outstanding, issue any 
additional bonds payable kom the revenues of the System or any part thereof unless the lien or 
pledge of the revenues to secure such additional bonds is made inferior and subordinate in all 
respects to the security of the Current Bonds and any parity bonds. 

The City expressly reserves the right at any time or times to issue its bonds or other 
obligations payable fiom the revenues of the System and not ranking on a basis of equality and 
parity with the Current Bonds, without any proof of previous earnings or net revenues, but only if 
such bonds or other obligations are issued to provide for extensions, additions, improvements andor 
other benefits to the System, and provided such inferior bonds whenever issued may only be issued 
with express recognition of the priorities, liens and rights created and existing for the security, 
source of payment and protection of the Current Bonds and any parity bonds; provided, however, 
that nothing in this Section is intended to restrict, or shall be construed as a restriction upon, the 
ordinary refunding of the Current Bonds and of such parity bonds. 

(b) Paritv Bonds to Finance Future Extensions, Additions and/or Improvements; 
Conditions or Showings Required. The Current Bonds shall not be entitled to priority one over the 
other in the application of the income and revenues of the System, regardless of the time or times 
of their issuance, it being the intention that there shall be no priority among the Current Bonds, 
regardless of the fact that they may be actually issued and delivered at different times, and provided 
further that the lien and security of and for any bonds or obligations hereafter issued that are payable 
fkom the income and revenues of the System shall, except as set out herein, be subject to the priority 
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of the Prior Bonds and the Current Bonds as may from time to time be outstanding; provided the 
City has in said Prior Bond Ordinance reserved the right and privilege, and does hereby reserve the 
right and privilege, of issuing additional bonds from time to time payable from the income and 
revenues of the System ranking on a parity with the Prior Bonds and with the Current Bonds, but 
only under the conditions specified in the Prior Bond Ordinance, which conditions are hereinafter 
repeated, taking into account the issuance of the Current Bonds. 

The City reserves the right to add new waterworks and sewer facilities and/or related 
auxiliary facilities, and/or to finance future extensions, additions and/or improvements to the System 
by the issuance of one or more additional series of bonds to be secured by a parity lien on and 
ratably payable f?om, the revenues of the System, provided in each instance that: 

(1) The facility or facilities to be constructed from the proceeds of the additional 
parity bonds is or are made a part of the System and its or their revenues are pledged as 
additional security for the additional parity bonds and the outstanding Prior Bonds and 
Current Bonds. 

(2 )  There shall have been procured and filed with the City Clerk a statement by 
a Certified Public Accountant reciting the opinion based upon necessary investigation that 
the net revenues of the System for 12 consecutive months of the preceding 18 months (With 
adjustments as hereinafter provided) were equal to at least one and thirty hundredths (1.30) 
times the maximum amount that will become due in any fiscal year for both principal and 
interest on the Prior Bonds and the Current Bonds then outstanding and any parity bands 
including the bonds then proposed to be issued. (The calculation of maximum annual debt 
service requirements for principal of and interest on the additional bonds to be issued shall 
be determined on the basis of the principal of, and interest on, such bonds being payable in 
approximately equal annual installments). 

‘Wet revenues” as herein used are defined as gross income and revenues less operating 
expenses, which shall include salaries, wages, cost of maintenance and operation, cost of 
water purchased, if any, materials and supplies, pumping costs, insurance and all other items 
that are normally and regularly so included under recognized account practices, exclusive 
of allowances for depreciation. 

“Gross income and revenues” shall include investment income, connection fees, 
disconnection fees and all other items of income which have been established as “reasonably 
anticipated annual income of the System”, based upon a certification of Independent 
Consulting Engineers andor Certified Public Accountants; provided all “investment 
income” shall be adjusted in any such calculation or projection to reflect the market rate 
currently available from such investments. 

“Operating expenses” shall include only those items of costs of maintenance and operation 
which are “reasonably anticipated annual operation and maintenance expenses” of the 
System, and shall exclude any unusual items of operation and maintenance expense which 

18 



are of a generally nan-recurring nature, according to the certification of Independent 
Consulting Engineers andor of Certified Public Accountants. 

Such “net revenues” may be adjusted for the purpose of the foregoing computations to 
reflect (i) any revisions in the schedule of rates or charges being imposed for the services of 
the System at the time of the issuance of any such additional parity bonds and (ii) any 
increase in such net revenues projected by reason of the revenues anticipated to be derived 
fkom the extensions, additions, andor improvements to the System being financed (in whole 
or in part) by such additional parity bonds; provided such latter adjustment shall be made 
only if contracts for the immediate acquisition andor construction of such extensions, 
additions andor improvements have been or will have been entered into (secured by 100% 
performance bond) prior to the issuance of such additional parity bonds. All of such 
adjustments shall be based upon the written certification of an Independent Consulting 
Engineer. 

(3) The interest payrnent dates for all such additional parity bonds shall be 
semiannually on April 1 and October 1 of each year, and the principal maturities thereof 
shall be on October 1 of the year in which any such principal is scheduled to become due. 

(c) ParitvBonds to Refund or Refinance Outstanding Bonds. The City hereby re-adopts, 
ratifies and confirms the provision of the Prior Bond Ordinance, in which the City reserved the right 
to issue parity bonds to refund or refinance Outstanding Bonds, provided such right shall henceforth 
apply to the refunding or refinancing of any part or all of the Prior Bonds and the Current Bonds, 
which provisions provided that prior to the issuance of such additional parity bonds for that purpose, 
there shall have been procured and filed with the City Clerk of the City a statement by a Certified 
Public Accountant, as defined herein, reciting the opinion based upon necessary investigation that: 

(1) after the issuance of such parity bands, the annual net revenues, as adjusted 
and defined above, of the then existing System for the fiscal year preceding the date of 
issuance of such parity bonds, after taking into account the revised debt service requirements 
resulting from the issuance of such parity bonds and fkom the elimination of the bonds being 
refunded or refinanced thereby, are equal to not less than 130% of the maximum debt service 
requirements then scheduled to fall due in any fiscal year thereafter for principal of and 
interest on all of the then outstanding bonds payable from the revenues of the System 
calculated in the manner specified above; or 

(2)  the maximum debt service requirements for the Current Bonds, any then 
previousIy issued parity bonds and the proposed parity refunding bonds, in any year of 
maturities thereof after the redemption of the Current Bonds scheduled to be refunded 
through the issuance of such proposed parity refunding bonds, shall not exceed the 
maximum debt service requirements applicable to the then outstanding Current Bonds and 
any then previously issued parity bonds for any year prior to the issuance of such proposed 
parity bonds and the redemption of the Current Bonds to be refunded. 
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(d) Prioritv oflien; Permissible Deposition of Surplus or Obsolete Facilities: Conditions. 
The City covenants and agrees that so long as any of the Current Bonds are outstanding, the City 
will not sell or otherwise dispose of any of the facilities of the System, or any part thereof, and, 
except as provided for above, it will not create or permit to be created any charge or lien on the 
revenues thereof ranking equal or prior to the charge or lien of the Current Bonds. Notwithstanding 
the foregoing, the City may at any time permanently abandon the use of, or sell at the fair market 
value, any part of the facilities of the System, provided that: 

(1) It is in compliance with all covenants and undertakings in connection with 
all of the bonds then outstanding and payable from the revenues of the System, and the 
Sinking Fund Reserve for such Current Bonds has been hlly established and is being 
maintained at the stipulated level; 

(2) It will, in the event of any such sale, apply the proceeds to either (i) 
redemption of outstanding bonds in accordance with the provisions governing prepayment 
of bonds in advance of maturity or purchase of bonds in the open market at not exceeding 
the next applicable redemption price, or (ii) replacement of the facility so disposed of by 
another facility, the revenues of which shall be incorporated into the System as hereinbefore 
provided; 

(3 )  It certifies, in good faith, prior to any abandonment of use, that the facility 
or facilities to be abandoned is or are no longer economically feasible of producing net 
revenues; 

(4) It certifies, in good faith, that the estimated net revenues of the remaining 
facilities of the System for the then next succeeding fiscal year, plus the estimated net 
revenues of the facility or facilities, if any, to be added to the System, comply with the 
earnings requirements hereinbefore provided in the provisions and conditions governing the 
issuance of additional parity bonds, 

( 5 )  Such sale or disposition will not have the effect of causing the Current Bonds 
or any parity bonds to become arbitrage bonds. 

SECTION 14. SALE OF BONDS. The Current Bonds shall be sold at public sale at a 
regular, adjoumed regular or special, called meeting of the Governing Body, after public 
advertisement as required by law, informing prospective bidders that they may obtain fiom the City 
Clerk a copy of the Official Terms and Conditions of Sale of the Bonds and Official Bid Form, 
setting out the terms and conditions for the sale of the Current Bonds, the Prior Bond Ordinance, the 
most recently enacted Rate Ordinance and the preceding three years financial statements of the City 
and the System. 

A suggested form of Official Terms and Conditions of Sale of Bonds, Notice of Bond Sale 
and Bid Form, having been prepared in advance, by Bond Counsel and the same having been found 
to conform to the above conditions, the same are hereby approved. The Notice of Bond Sale shall 
be signed by the City Clerk, and may be used for the purpose of publishing notice of the sale of the 
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Current Bonds. Copies of said documents shall be fUrnished to a list of known interested bidders 
and to any interested parities who may request same. 

SECTION 15. ACCEPTANCE OF BID FOR PURCHASE OF CURRENT BONDS. 
Upon the date and at the hour set forth for the opening and consideration of purchase bids, as 
provided in the instruments hereinabove approved, the sealed bids received by the City Clerk shall 
be publicly opened and publicly read by the presiding officer. If there shall be one or more bids that 
conform in all respects to the prescribed terms and conditions. The bids shall be compared and the 
Governing Body agrees that if it accepts any bid, it will, on the same day that such bids are received, 
accept the best of such bids, as measured in terms of the lowest interest cost to the City. 

If upon the basis of the foregoing, the Governing Body shall accept a purchase bid for the 
Current Bonds, the Governing Body shall adopt a Resolution to that effect, supply proper evidence 
of such acceptance to the bidder submitting the accepted purchase bid, and thereupon arrangements 
shall be made for the Current Bonds to be printed in accordance therewith. 

SECTION 16. DISPOSITION OF PROCEEDS OF CURRENT BONDS. 
CONSTRUCTION FUND. Upon the sale and delivery of the Current Bonds and upon receipt by 
the City of the purchase price thereof, the proceeds shall be applied as follows: 

(a) Disposition ofthe Series 2005A Bond Proceeds. There shall first be deducted and paid 
from the proceeds of the sale of the Series 2005A Bonds the fee of the Financial Advisor, according 
to the terns of the contract of said Financial Advisor, as heretofore approved, the fee of Bond 
Counsel with reference to the issuance of the Series 2005A Bonds, any applicable rating agency fee 
or fees, and any other pertinent expenses incident to the issuance, sale and delivery of the Series 
2005A Bonds and such other appropriate expenses as may be approved by HWEA. 

An amount equal to the accrued interest collected from the initial purchaser of the Series 
2005A Bonds for the periad from the date of the Series 2005A Bonds to the date of delivery, next 
shall be deposited into the Sinking Fund and applied toward the first interest payment due October 
1,2005, on the Series 2005A Bonds. 

The balance shall be deposited to the Construction Fund to be used to construct the Project. 

(6) Construction Fund. There is hereby created a fund entitled “City of Hopkinsville, 
Kentucky Water and Sewer Construction Fund” (the “Construction Fund”), which Construction Fund 
shall be maintained at the Depository Bank; and the amount on deposit in said Construction Fund 
shall be applied to the extent necessary, to pay the cost of the construction of the Project. 

Investment income derived fiom investment of the Construction Fund, which shall be 
invested in Eligible Investments in accordance with this Ordinance, shall, as received, be deposited 
in the Construction Fund and shall be used to pay the costs of the Project. 
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Said Depository Bank shall be obligated to send written notice to HWEA of the need for 
investment directions if and whenever funds in excess of $10,000 shall remain uninvested far a 
period of more than five days. 

Payment from the Construction Fund for costs in connection with the Project shall be made 
only upon vouchers or requisitions approved by the Engineers having charge of supervising such 
acquisition, improvements and construction, and countersigned by an authorized official of HWEA, 
said Engineers to certify in each instance that the voucher or requisition represents a sum actually 
earned by and due to the proposed payee under a contract with said City for work performed and/or 
materials M s h e d  in connection with the Project, or represents a sum necessary to be expended for 
land and/or rights of way necessary to be acquired by the City in connection with said Project. 

No expenditure shall be made from the Construction Fund except for proper and authorized 
expenses relating to the acquisition, improvements and construction of the Project in accordance 
with the contracts, plans and specifications approved by WWEA. 

After completion of the Project, as certified by the Engineers, any balance then remaining 
on deposit in the Construction Fund shall, subject to any and all applicable legal provisions and 
applicable arbitrage regulations necessary to assure the exemption of interest on the Current Bonds 
from Federal income taxation, upon orders of HWEA, be transferred to the Depreciation Fund, to 
be used for the purposes thereof. 

If the Engineers shall certify to HWEA that funds are needed prior to delivery of the Current 
Bonds to pay costs of the Project, I-TWEA shall be authorized on behalf of the System to borrow 
sums from the Construction Fund maintained at the Depository Bank and/or from other FDIC banks, 
and to execute notes in evidence thereof, secured by a pledge of the proceeds of the Current Bonds 
when delivered, subject to the priority of any then existing pledge to secure any other notes then 
outstanding. The proceeds of such notes shall be deposited in the Construction Fund and disbursed 
in the manner set out in this Section. 

(c) Disposition of the Series 2005B Bond Proceeds. There shall first be deducted and paid 
from the proceeds of the sale of the Series 2005B Bonds the fee of the Financial Advisor, according 
to the terms of the contract of said Financial Advisor, as heretofore approved, the fee of Bond 
Counsel with reference to the issuance of the Series 2005B Bonds, any applicable rating agency fee 
or fees, and any other pertinent expenses incident to the issuance, sale and delivery of the Series 
2005B Bonds and such other appropriate expenses as may be approved by H W A .  

An amount equal to the accrued interest collected from the initial purchaser of the Series 
2005B Bonds for the period from the date of the Series 2005B Bonds to the date of delivery, next 
shall be deposited into the Sinking Fund and applied toward the first interest payment due October 
1,2005, on the Series 2005B Bonds. 
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For the purpose of paying the costs of the Rehding Program, the balance shall be paid to 
the Escrow Agent as set forth in the Escrow Agreement to refund the Series 1996 Bonds with a 
redemption on June 15,2006. 

SECTION 17. LIMITATIONS ON INVESTMENT OF FUNDS. The City covenants 
and certifies, in compliance with Federal arbitrage regulations, as follows: 

(a) The City certifies, on the basis of known facts and circumstances in existence on the 
date of adoption of this Current Bond Ordinance, that it is not expected that the proceeds of the 
Current Bonds or the revenues of the System will be used in a manner which would cause such 
Current Bonds to be “arbitrage bonds” withm the meaning of Section 148 of the Code. The City 
covenants to the Purchasers and/or Owners of the Current Bonds that (1) the City will make no use 
of the proceeds of said Current Bonds, or the revenues of the System, which, if such use had been 
reasonably expected on the date of issue of such Current Bonds, would have caused such Current 
Bonds to be “arbitrage bands”, and (2) that the City will comply with (i) all of the requirements of 
Section 148 of the Code and (ii) all of the requirements of applicable Income Tax Regulations 
thereunder, to whatever extent is necessary to assure that the Current Bonds shall not be treated as 
“arbitrage bonds”. 

(b) The City certifies on known facts and reasonable expectations at this time, as follows: 

(1) that it is anticipated that amounts on deposit in the Sinking Fund will be used 
within thirteen (1 3) months from the respective date of deposit therein for the payment of 
debt service on the Outstanding Bonds and that except for an amount equal to not more than 
the greater of (a) one-twelfth (1/12) of debt service requirements of the Outstanding Bonds 
for the then ensuing year or (b) one year’s earnings on the Sinking Fund, the Sinking Fund 
will annually be depleted through such application, for current debt service requirements of 
the Outstanding Bonds; 

(2) that it is not anticipated that amounts will be accumulated in any reserve 
fund(s) anticipated to be used for debt service on the Outstanding Bonds payable from the 
revenues of the System in excess of (a) 10% of the face amounts (par) of the original 
authorized issue of Prior Bonds and the Current Bonds or (b) 125% of the average annual 
debt service on such Prior Bands and Current Bonds; 

(3) that is it not reasonably anticipated that amounts accumulated in the 
Depreciation Fund will be used for payment of debt service on any Outstanding Bonds, even 
though such Depreciation Fund will be so available if necessary to prevent a default in the 
payment of principal and interest on such Outstanding Bonds; 

(4) that the original proceeds of the Current Bonds will not exceed by more than 
five percent (5%) the amount required for the costs of refunding the Refunded Bonds; and 
there has therefore been no over issuance of the Current Bonds; and 
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( 5 )  that the City has not been advised of any listing or contemplated listing by 
the Internal Revenue Service determining that such certification with respect to its 
obligations may not be relied on. 

(c) The City covenants that neither the proceeds of the Current Bonds, nor ‘Won-Exempt 
Revenues of the City” (hereinafter defined), will be invested in investments which will produce a 
net adjusted yield in excess of the net interest cost (effective yield) of the Current Bonds, if such 
investment would cause the Current Bonds to be treated as “arbitrage bonds” within the meaning 
of Section 148 of the Code and the applicable Regulations applicable thereto; provided, however, 
that such proceeds and/or revenues may be invested to whatever extent and whenever such Code 
and/or such applicable Regulations permit same to be invested without causing the Current Bonds 
to be treated as “arbitrage bonds”. 

‘Won-Exempt Revenues” within the meaning of the foregoing shall‘be deemed to refer to 
revenues of the City deposited in any of the funds earmarked for or reasonably expected to be used 
for the payment of debt service on the Outstanding Bonds, in excess of “Exempt Revenues” 
(hereinafter defined). Exempt Revenues shall consist of the following: 

(1) amounts deposited in the Sinking Fund for the purpose ofpaying debt service 
on any Outstanding Bonds within 13 months fi-om the date of deposit; 

(2) amounts deposited in any reserve earmarked for or anticipated to be used for 
debt service on Outstanding Bonds, to the extent that such depasits do not cause the total 
amount of such reserves, deposits and other excess Nan-Exempt Revenues, to exceed the 
limitations referred to in (b)(2) above, for which adequate provision will have been made to 
comply with such limitations; and 

(3) amounts deposited in a Depreciation Fund, Operation and Maintenance Fund 
or any other fund (however designated) reasonably expected to be used for extensions, 
additions, improvements, repairs or replacements to the System, and not reasonably expected 
ta be used to pay debt service (even if pledged to be used to pay debt service in the event of 
the unexpected inadequacy of other funds pledged for that purpose) of Outstanding Bonds. 

Prior to or at the time of delivery of the Current Bonds, the Mayor and the City Treasurer, 
who are jointly and severally charged with the responsibility for the issuance of the Current Bonds, 
are jointly and severally authorized to execute the appropriate certification with reference ta the 
matters referred to above, setting out all knawn and contemplated facts (apart from legal 
conclusions) concerning such anticipated construction, expenditures and investments, including the 
execution of necessary and/or desirable certifications of the type contemplated by the proposed 
arbitrage regulations, as amended, in order to assure that interest on the Current Bonds will be 
excluded fi.am gross income for Federal income tax purposes and that such Current Bonds will not 
be treated as “arbitrage bonds”. 

SECTION 18. DEFEASANCE OF BONDS. The City reserves the right, at any time, to 
cause the pledge of the revenues securing the Prior Bonds, the Current Bonds and all Parity Bonds, 
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to be defeased and released by paying an mount into an escrow fund sufficient, when invested (or 
sufficient without such investment, as the case may be) in case and/or direct or fully guaranteed 
obligations of the TJnited States of America, to assure the availability in such escrow fund of an 
adequate amount to pay all principal and interest requirements on such Outstanding Bonds as same 
mature, without redemption in advance of maturity. Such investments shall have such maturities 
as to assure that there will be sufficient funds for such purpose. Upon the proper amount of such 
investments being placed in escrow and so secured, such revenue pledge shall be automatically fully 
defeased and released without any further action being necessarily, provided no such defeasement 
shall be accomplished through the use of amounts on deposit in the Sinking Fund Reserve or through 
any other funds if such defeasement would, in the opinion of recognized Bond Counsel, adversely 
affect the exclusion of interest on any of the Outstanding Bonds from gross income for Federal 
income tax purposes. 

SECTION 19. CONTRACTUAL NATURE OF ORDINANCE. The provisions of this 
Current Bond Ordinance shall constitute a contract between the City and the Owners of the Current 
Bonds, and after the issuance of any of the Current Bonds, no change, variation or alteration of any 
kind, in the provisions of this Current Bond Ordinance shall be made in any manner, except for the 
purpose of curing any ambiguity or of curing, correcting, or supplementing any defective or 
inconsistent provisions contained herein or in any proceeding pertaining hereto, and except as herein 
provided, until such time as all of the Current Bonds and the interest thereon have been paid in full; 
provided, however, that the Owners of eighty percent (80%) in principal amount of the Current 
Bonds may agree to a modification or amendment to this Current Bond Ordinance; provided, 
however, that no such modifications or amendments shall be made which will permit (a) an 
extension of the maturity of any of the Prior Bonds or Current Bonds or of any Parity Bonds, (b) a 
reduction in the principal amount of any Current Bond or the redemption premium or the rate of 
interest thereon, (c) the creation of a lien upon or a pledge of revenues ranking prior to or on a parity 
with the lien or pledge of the Prior Bonds and the Current Bonds, (d) a preference or priority of any 
Prior Bonds, Current Bonds or Parity Bonds over any other bond or bonds, (e) a reduction in the 
aggregate principal amount of the Prior Bonds or Current Bonds required to consent to any such 
modification or amendment, or (f) impair in any way the rights of the Owners of the Current Bonds. 

SECTION 20. EVENTS OF DEFAULT: BONDOWNERS’ REMEDIES. The following 
items shall constitute an “event of default” on the part of the City: 

(a) The failure to pay the principal of any of the Current Bonds when due and payable. 

(b) The failure to pay any installment of interest on the Current Bonds when the same 
shall become due and payable. 

(c) The default by the City in the due or punctual performance of any other of the 
covenants, conditions, agreements and provisions contained in the Current Bonds or in this 
Ordinance. 
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(d) The failure to promptly repair, replace or reconstruct needed or essential facilities of 
the System that have been damaged and/or destroyed. 

(e) The entering of an order or decree with the consent or acquiescence of the City 
appointing a receiver of all or any part of the System or any revenues thereof; or if such order or 
decree having been entered without the acquiescence or consent of the City, its failure in not having 
the order vacated, discharged or stayed on appeal within sixty (60) days after entry. 

Any Owner of the Current Bonds may, either at law or in equity, by suit, action, mandamus 
or other proceedings, enforce and compel performance by the City and its officers and agents of all 
duties imposed or required by law or by this Ordinance in connection with the operation of the 
System, including the making and collection of sufficient rates, the segregation of the revenues of 
the System and the application thereof in accordance with the provisions of this Ordinance. 

Upon the occurrence of an “event of default” as defined above, then upon the filing of suit 
by any Owner of the Current Bonds any court having jurisdiction of the action may appoint a 
Receiver pursuant to JSRS 58.060 to administer the System on behalf of the City, with power to 
charge and collect rates and charges for the services and facilities provided by the System sufficient 
to provide for the payment of any Outstanding Bonds and other obligations of the System, and the 
interest thereon, together with the expenses of operation and maintenance, and to apply the income 
and revenues in accordance with the provisions of this Ordinance, and of the applicable statutes of 
Kentucky, and to take such other legal action as may be appropriate for the protection of any such 
Owner. 

The City hereby agrees to transfer to any bona fide Receiver or other subsequent operator of 
the System, pursuant to any valid court order in a proceeding brought to enforce collection or 
payment of the City’s obligations, all contracts and other rights of the City pertaining to the System, 
conditionally, for such time only as such Receiver or operator shall operate by authority of the Court. 
In the event of default, the Owner of any of the Bonds may require the governing body of the City 
by injunction to raise the rates a reasonable amount. 

SECTION 21. COVENANT TO REOUIRE USE OF SEWER SYSTEM. The City 
agrees that during the time any of the Current Bonds or any bonds issued on a parity therewith as 
to security in accordance with the provisions herein contained, are outstanding, it will take all such 
steps as may be necessary to cause the owners of all properties abutting upon any sewer lines of the 
City to connect thereto and to keep connected thereta all sanitary sewage drain pipes on such 
properties. The foregoing covenant shall be in favor of and enforceable by the holders of the 
Current Bonds and all parity bonds in accordance with the provisions herein contained. If the City 
fails to take such steps it may be required to do so by such bondholders. 

SECTION 22. SUPERVISION OF COMBINED AND CONSOLIDATED 
WATERWORKS AND SEWER SYSTEM VESTED IN HOPKINSMLLE WATER 
ENVIRONMENT AUTHORITY; CONTRACTUAL FOR BENEFIT OF BONDHOLDERS. 

26 



Recognition is hereby taken of the fact that management and conduct of the System is vested in a 
municipal cornmission designated as the Hapkinsville Water Environment Authority. 

For the purpose of assuring the original purchasers and any subsequent holder or holders of 
the Current Bonds and any parity bonds of an efficient management, control and operation of the 
System, the City hereby covenants and agrees that so long as any of said Current Bonds are 
outstanding, the management, control and operation of the System will continue to be vested in said 
Hopkinsville Water Environment Authority, which shall not be abolished so long as any of the 
Current Bonds or any Parity Bonds are outstanding. 

SECTION 23. SIGNATURES OF OFFICERS. If any of the officers whose signatures 
or facsimile signatures appear on the Current Bonds cease to be such officers before delivery of the 
Current Bonds, such signatures shall nevertheless be valid for all purposes the same as if said 
officers had retained in office until delivery, as provided in KRS 58.040 and KRS 61.390. 

SECTION 24. APPOINTMENT AND DUTIES OF BOND REGISTFIAR TRANSFER 
AGENT, AND PAYEE BANK. US. Bank, National Association, Louisville, Kentucky, is hereby 
designated as the Bond Registrar, Transfer Agent and Payee Bank. 

(a) Duties as Bond Registrar and Transfer Agent. The Bond Registrar and Transfer 
Agent shall have the following duties: 

(1) To authenticate the Current Bonds authorized herein; 

(2) To register all of the Current Bonds in the names of the respective owners 
thereof; 

(3) Upon being supplied with a properly authenticated assignment satisfactory 
to the Bond Registrar (in the sole discretion of such Bond Registrar), to transfer the 
ownership of Current Bonds from one registered Bondowner to another within three (3) 
business days of the receipt of such proper assignment by the Bond Registrar, and 

(4) To cancel and destroy (or remit to the City for destruction, if so requested by 
the City) all exchanged, matured, retired and redeemed Current Bonds, and to maintain 
adequate records relevant thereto. 

(b) Duties as Payee Bank. The Payee Bank shall have the following duties: 

(1) To hold the Sinking Fund in accordance with the provisions of Section 1 1 
hereof; 

(2) To remit, but only to the extent that all required funds are made available to 
the Payee Bank by the City, semiannual interest payments directly to the registered owner 
of each Current Bond by regular United States mail. Said interest payments shall be 
deposited in the United States mail no later than each interest due date. Matured or 
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redeemed Current Bonds shall be payable upon presentation to the Payee Bank. For interest 
payment purposes, the Payee Bank shall be entitled to rely on its records as Bond Registrar 
as to the ownership of each Current Bond as of the 15th day of the month preceding an 
interest due date, and the Payee Bank’s check shall be drawn and mailed accordingly; 

(3) To supply the City with a written accounting evidencing the payment of 
interest on and principal of the Current Bonds within 30 days following each respective due 
date. 

The Bond RegistrarRayee Bank shall be entitled to the advice of Counsel and shall be 
protected for any acts taken by it in good faith in reliance upon such advice. The Bond 
Registrarpayee Bank shall not be liable for any actions taken in good faith and believed by it to be 
within its discretion or the power conferred upon it by this Current Bond Ordinance, or the 
responsibility for the consequences of any oversight or error of judgment. 

The Bond RegistradPayee Bank may at any time resign from its duties set forth in this 
Current Bond Ordinance by filing its resignation with the City Clerk and notifjing the Purchaser of 
the Current Bonds. Thereupon, the City shall designate a successor Bond Registrarpayee Bank 
which shall be an incorporated bank or trust company authorized to transact business in the United 
States of America. Notwithstanding the foregoing, in the event of the resignation of the Bond 
RegistrarRayee Bank, provision shall be made for the orderly transition of the books, records and 
accounts relating to the Current Bonds to the successor Bond RegistrarPayee Bank in order that 
there will be no delinquencies in the payment of interest or principal due on the Current Bonds. 

The Bond Registrarnransfer AgentRayee Bank shall indicate its acceptance of its duties as 
Bond Registrar, Transfer Agent and Payee Bank by signing the acceptance by 1J.S. Bank, National 
Association at the conclusion of this Current Bond Ordinance. 

SECTION 25. FINANCIAL GUARANTY INSURANCE: AMBAC SURETY BOND. 
The City hereby authorizes the application for a Financial Guaranty Insurance Policy and a Surety 
Bond with Ambac Assurance Corporation, on such terns and conditions as may be negotiated with 
Arnbac Assurance. So long as the Financial Guaranty Insurance Policy or the Surety Bond is in full 
force and effect, the City covenants and agrees as follows: 

(1) Definitions. 

“Ambac Assurance” shall mean Ambac Assurance Corporation, a Wisconsin-domiciled 
stock insurance company. 

“Financial Guaranty Insurance Policy” shall mean the financial guaranty insurance policy 
issued by Ambac Assurance insuring the payment when due of the principal of and interest an the 
Current Bonds as provided therein. 
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“Surety Bond” shall mean the surety bond issued by Ambac Assurance guaranteeing certain 
payments into the Sinking Fund Reserve with respect to the Current Bonds as provided therein and 
subject to the limitations set forth therein. 

(2) Consent of Ambac Assurance. Any provision of this Ordinance expressly 
recognizing or granting rights in or to Ambac Assurance may not be amended in any manner which 
affects the rights of Ambac Assurance hereunder without the prior written consent of Ambac 
Assurance. 

(3) Consent of Ambac Assurance in Lieu of Bondowner Consent. Unless otherwise 
provided in this Section, Ambac Assurance’s consent shall be required in lieu of Bondowner 
consent, when required, for the following purposes: (i) execution and delivery of any supplemental 
ordinance or any amendment, supplement or change to or modification thereof, (ii) removal of the 
Payee Bank and selection and appointment of any successor Payee Bank, and (iii) initiation or 
approval of any action not described in (i) or (ii) above which requires Bondowner consent. 

(4) Consent of Ambac Assurance in the Event of Insolvency. Any reorganization or 
liquidation plan with respect to the City must be acceptable to Ambac Assurance. In the event of 
any reorganization or liquidation, Ambac Assurance shall have the right to vote on behalf of all 
Bondholders who hold Ambac Assurance-insured bonds absent a default by Ambac Assurance under 
the applicable Financial Guaranty Insurance Policy insuring such Current Bonds. 

( 5 )  Consent of Ambac Assurance Upon Default. Anything in h s  Ordinance to the 
contrary notwithstanding, upon the occurrence and continuance of an event of default as defined in 
Section 20 herein, Ambac Assurance shall be entitled to control and direct the enforcement of all 
rights and remedies granted to the Bondowners under this Ordinance. 

(6) Notices to be Given to the Surveillance Department of Ambac Assurance. 

(a) While the Financial Guaranty Insurance Policy or the Surety Bond is in 
effect, the City shall furnish to Ambac Assurance, upon request, the following: 

(i) as soon as practicable after the filing thereof, a copy of any financial 
statement of the HWEA and a copy of any audit and annual report of the HWEA at 
no cost to Ambac Assurance; 

(ii) such additional information as it may reasonably request. 

Upon request, such infomation shall be delivered at the City’s expense to the attention of 
the Surveillance Department, unless otherwise indicated: 

(b) A copy of any notice to be given to the registered owners of the Current 
Bonds, including, without limitation, notice of any redemption of or defeasance of Current 
Bonds, and any certificate rendered pursuant to this Ordinance relating to the security for the 
Current Bonds; and 
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(c) ‘To the extent that the City and the €€WEA have entered into a continuing 
disclosure agreement with respect to the Current Bonds, Ambac Assurance shall be included 
as a party to be notified. 

(7) Notices to be Given to the General Counsel Office of Ambac Assurance. 

(a) The City and the KWEA shall notify Ambac Assurance of any failure of the 
City or the HWEA to provide the relevant notices, certificates, etc.; 

(b) Notwithstanding any other provision of this Ordinance, the Payee Bank shall 
immediately notify Ambac Assurance if at any time there are insufficient moneys to make 
any payments of principal and/or interest as required and immediately upon the occurrence 
of any event of default hereunder. 

The City will permit Ambac Assurance to discuss the affairs, finances and accounts of the 
H W A  or any information Ambac Assurance may reasonably request regarding the security for the 
Current Bonds with appropriate officers of the €€WEA. The City, as appropriate, will permit Ambac 
Assurance to have access to the HWE?A and have access to and to make copies of all books and 
records relating to the Current Bonds and the KWEA at any reasonable t h e .  

Ambac Assurance shall have the right to direct an accounting at the HWEA’s expense, and 
the HWEA’s failure to comply with such direction within thirty (30) days after receipt of Written 
notice of the direction fkom Ambac Assurance shall be deemed a default hereunder; provided, 
however, that if compliance cannot occur within such period, then such period will be extended so 
long as compliance is begun within such period and diligently pursued, but only if such extension 
would not materially adversely affect the interests of any registered owner of the Current Bonds. 

(8) Defeasance. Notwithstanding anything herein to the contrary, in the event that the 
principal and/or interest due on the Current Bonds shall be paid by Ambac Assurance pursuant to 
the Financial Guaranty Insurance Policy, the Current Bonds shall remain Outstanding for all 
purposes, not be defeased or otherwise satisfied and not be considered paid by the City, and the 
assignment and pledge of the revenues of the HWEA and all covenants, agreements and other 
obligations of the City to the registered owners of the Current Bonds shall continue to exist and shall 
run to the benefit of Ambac Assurance, and Ambac Assurance shall be subrogated to the r ights of 
such registered owners. 

(9) Pavment Procedure Pursuant to Financial Guarantv Insurance Policy. As long as the 
Financial Guaranty Insurance Policy shall be in fill force and effect, the City, the HWEA and the 
Payee Bank agree to camply with the following provisions: 

(a) At least one (1) day prior to all Interest Payment Dates, the Payee Bank will 
determine whether there will be sufficient funds in the Sinking Fund to pay the principal of 
or interest on the Current Bonds on such Interest Payment Date. If the Payee Bank 
determines that there will be insufficient funds in the Sinking Fund, the Payee Bank shall 
so notify Ambac Assurance. Such notice shall specify the amount of the anticipated 
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deficiency, and Current Bonds to which such deficiency is applicable and whether such 
Current Bonds will be deficient as to principal or interest, or both. If the Payee Bank has not 
so notified Ambac Assurance at least one (1) day prior to an Interest Payment Date, Ambac 
Assurance will make payments ofprincipal or interest due on the Bonds on or before the first 
(1 st) business day next following the date on which Ambac Assurance shall have received 
notice of nonpayment from the Payee Bank. 

(b) The Payee Bank shall, after giving notice to Ambac Assurance as provided 
in (a) above, make available to Ambac Assurance and, at Ambac Assurance’s direction, to 
The Bank of New York, as insurance trustee for Ambac Assurance or any successor 
insurance trustee (the “Insurance Trustee”), the registration books of the City maintained by 
the Payee Bank, and all records relating to the Sinking Fund maintained under this 
Ordinance. 

(c) The Payee Bank shall provide Ambac Assurance and the Insurance Trustee 
with a list of registered owners of Current Bonds entitled to receive principal or interest 
payments from Ambac Assurance under the terms of the Financial Guaranty Insurance 
Policy, and shall make arrangements with the Insurance Trustee (i) to mail checks or drafts 
to the registered owners of Current Bonds entitled to receive full or partial interest payments 
from Ambac Assurance, and (ii) to pay principal upon Current Bonds surrendered to the 
Insurance Trustee by the registered owners of Current Bonds entitled to receive full or partial 
principal payments from Ambac Assurance. 

(d) The Payee Bank shall, at the time it provides notice to Ambac Assurance 
pursuant to (a) above, notify registered owners of Current Bonds entitled to receive the 
payment of principal or interest thereon from Ambac Assurance (i) as to the fact of such 
entitlement, (ii) that Ambac Assurance will remit to them all ar  a part of the interest 
payments next coming due upon proof of Bondowner entitlement to interest payments and 
delivery to the Insurance Trustee, in form satisfactory to the Insurance Trustee, of an 
appropriate assignment of the registered owner’s right to payment, (iii) that should they be 
entitled to receive full payment of principal from Ambac Assurance, they must surrender 
their Current Bands (along with an appropriate instrument of assignment in form satisfactory 
to the Insurance Trustee to permit ownership of such Current Bonds to be registered in the 
name of Ambac Assurance) for payment to the Insurance Trustee, and not the Payee Bank, 
and (iv) that should they be entitled to receive partial payment of principal from Ambac 
Assurance, they must surrender their Current Bonds far payment thereon first to the Payee 
Bank, who shall note on such Current Bonds the portion of the principal paid by the Payee 
Bank, and then, along with an appropriate instrument of assignment in form satisfactory to 
the Insurance Trustee, to the Insurance Trustee, which will then pay the unpaid portion of 
principal. 

(e) In the event that the Payee Bank has notice that any payment of principal of 
or interest on a Current Bond which has become due for payment and which is made to a 
Bandowner by or on behalf of the City has been deemed a preferential transfer and 
theretofore recovered from its registered owner pursuant to the United States Bankruptcy 
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Code by a trustee in bankruptcy in accordance with the final, nonappealable order of a court 
having competent jurisdiction, the Payee Bank shall, at the time Ambac Assurance is 
notified pursuant to (a) above, notify all registered owners that in the event that any 
registered owner’s payment is so recovered, such registered owner will be entitled to 
payment fiom Ambac Assurance to the extent of such recovery if sufficient h d s  are not 
otherwise available, and the Payee Bank shaII fkmish to Ambac Assurance its records 
evidencing the payments of principal of and interest on the Bonds which have been made 
by the Payee Bank, and subsequently recovered from registered owners and the dates on 
which such payments were made. 

(f) In addition to those rights granted Arnbac Assurance under this Ordinance, 
Ambac Assurance shall, to the extent it makes payment ofprincipal of or interest on Current 
Bonds, become subrogated to the rights of the recipients of such payments in accordance 
with the terms of the Financial Guaranty Insurance Policy, and to evidence such subrogation 
(i) in the case of subrogation as to claims for past due interest, the Payee Bank shall note 
Ambac Assurance’s rights as subrogee on the registration books of the City maintained by 
the Payee Bank upon receipt from Ambac Assurance of proof of the payment interest 
thereon to the registered owners of the Current Bonds, and (ii) in the case of subrogation as 
to claims for past due principal, the Payee Bank shall note Ambac Assurance’s rights as 
subrogee on the registration books of the City maintained by the Payee Bank upon surrender 
of the Current Bonds by the registered owners thereof, together with proof of the payment 
of principal thereof. 

(10) Pavment Procedure Pursuant to Suretv Bond. As long as the Surety Bond shall be 
in full force and effect, the City and the Payee Bank agree to comply with the following provisions: 

(a) In the event and to the extent that moneys on deposit in the Sinking Fund, 
plus all amounts on deposit in and credited to the Sinking Fund Reserve in excess of the 
amount of the Surety Bond, are insufficient to pay the amount of principal and interest 
coming due, then upon the later of: (i) one (1) day after receipt by the General Counsel of 
Ambac Assurance of a demand for payment in the form attached to the Surety Bond as 
Attachment 1 (the “Demand for Payment”), duly executed by the Payee Bank certifjmg that 
payment due under this Ordinance has not been made to the Payee Bank; or (ii) the payment 
date of the Current Bonds as specified in the Demand for Payment presented by the Payee 
Bank to the General Counsel of Ambac Assurance, Ambac Assurance will make a deposit 
of funds in an account with the Payee Bank or its successor, in New York, New York, 
sufficient for the payment to the Payee Bank, of amounts which are then due to the Payee 
Bank under this Ordinance (as specified in the Demand for Payment) up to but not in excess 
of the Surety Bond Coverage, as defined in the Surety Bond; provided, however, that in the 
event that the amount on deposit in, or credited to, the Sinking Fund Reserve, in addition to 
the amount available under the Surety Bond, includes amounts available under a letter of 
credit, insurance policy, Surety Bond or other such funding instrument (the “Additional 
Funding Instrument”), draws on the Surety Band and the Additional Funding Instrument 
shall be made on a pro rata basis to fund the insufficiency. 
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(b) the Payee Bank shall, after submitting to Ambac Assurance the Demand for 
Payment as provided in (a) above, make available to Ambac Assurance all records relating 
to the funds and accounts maintained under this Ordinance. 

(c) the Payee Bank shall upon receipt of moneys received from the draw on the 
Surety Band, as specified in the Demand for Payment, credit the Sinking Fund Reserve to 
the extent of moneys received pursuant to such Demand. 

(d) the Sinking Fund Reserve shall be replenished in the following priority: (i) 
principal and interest on the Surety Bond shall be paid from first available Revenues; (ii) 
after all such amounts are paid in full, amounts necessary to fund the Sinking Fund Reserve 
to the required level, after taking into account the amounts available under the Surety Bond 
shall be deposited from next available Revenues. 

(1 1) Ambac Assurance as Third Partv Beneficiary. To the extent that this Ordinance 
confers upon or gives or grants to Ambac Assurance any right, remedy or claim under or by reason 
of t h s  Ordinance, Ambac Assurance is hereby explicitly recognized as being a third-party 
beneficiary hereunder and may enforce any such right remedy or claim conferred, given or granted 
hereunder. 

(12) Parties Interested Herein. Nothing in this Ordinance expressed or implied is intended 
or shall be construed to confer upon, or to give or grant to, any person or entity, other than the City, 
Ambac Assurance, the Payee Bank and the registered owners of the Current Bonds, any right, 
remedy or claim under or by reason of this Ordinance or any covenant, condition or stipulation 
hereof, and all covenants, stipulations, promises and agreements in this Ordinance contained by and 
on behalf of the City shall be for the sole and exclusive benefit of the City, Ambac Assurance, the 
Payee Bank and the registered owners of the Current Bonds. 

SECTION 26. ANNUAL DISCLOSURE: REOUIREMENTS. In accordance with the 
requirements of Rule 15c2-12 (the “Rule”) promulgated by the Securities and Exchange 
Commission (the “Commission”), the City agrees to provide or cause to be provided, in. a timely 
manner, to (i) each nationally recognized municipal securities information repository ( ‘ M S I R ” )  
designated by the Commission in accordance with the Rule or to the Municipal Securities 
Rulemaking Board (“MSRIB”) and (ii) the appropriate state information depository (,‘SID’’), if any, 
designated by the Commonwealth of Kentucky, notice of the occurrence of any of the following 
events with respect to the Bonds, if such event is material: 

principal and interest payment delinquencies; 
non-payment related defaults; 
unscheduled draws on debt service reserves reflecting financial difficulties; 
unscheduled draws on credit enhancements reflecting financial difficulties; 
substitution of credit or liquidity providers, or their failure to perfom; 
adverse tax opinion or events affecting the tax-exempt status of the Bonds; 
modifications to rights of the Bondowners; 
Bond calls; 
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(i) defeasances; 
6 )  
(k) rating changes. 

release, substitution or sale of property securing repayment of the Bonds; and/or 

The City may from time to time choose to provide notice of the occurrence of certain other 
events, in addition to those listed above, if the City determines that such other event is material with 
respect to the Bonds, but the City does not undertake to commit to provide any such notice of the 
occurrence of any material event except those events listed above. 

The City also agrees to provide to each nationally recognized NRMSIR and to the S D ,  if 
any, for the Commonwealth of Kentucky, in each case as designated by the Comrnissian in 
accordance with the Rule, its Comprehensive Annual Financial Report (the “Annual Report”) which 
contains the audited financial statements of the City and the -A, prepared in accordance with 
generally accepted accounting principles, and certain annual financial data substantially similar to 
the information contained in the Official Statement used in the offering of the Bonds. The Annual 
Report shall be available on or before 180 days after the end of each fiscal year (June 30), beginning 
with the fiscal year of the City ending June 30,2005 and each fiscal year thereafter. 

If the City is unable to provide to each NRMSIR or the MSRB and the SID, if any, an 
Annual Report by the date required in this Section, then the City shall send a notice to each 
NRMSPR, the MSRB, and the SID, if any, notifying them of the inability, at that time, to file the 
Annual Report. 

If the City’s fiscal year changes, then the City shall send a notice of such change to each 
M S I R  or the MSRB, and the SD,  if any. If such change will result in the City’s fiscal year 
ending on a date later than the ending date prior to such change, the City shall provide notice of such 
change to each NRMSIR or the MSRB, and the SID, if any, on or prior to the deadline for filing the 
Annual Report in effect when the City operated under its prior fiscal year. Such notice may be 
provided to each NRMSIR or the MSRB and the SID, if any, along with the Annual Report, 
provided that it is filed at or prior to the deadline described above. 

As of the enactment of this Ordinance, the City is in compliance with the reporting 
requirements of the Rule for all undertakings for which they are an “obligated person” as defined 
in the Rule. 

Financial information regarding the City can be obtained from the Treasurer of the City. 

The obligations of the City described above will remain in effect only for such period that 
(i) the Bonds are outstanding in accordance with their terms and (ii) that the City remains an 
obligated person with respect to the Bonds within the meaning of the Rule. The City reserves the 
right to terminate its obligation to provide notices of material events, as set forth above, if and when 
the City no longer remains an obligated person with respect to the Bonds within the meaning of the 
Rule. The City acknowledges that its undertaking pursuant to the Rule described under this Section 
is intended to be for the benefit of the Bondowners (including holders of beneficial interests in the 
Bonds). 
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Notwithstanding any other provision of this Ordinance, this Section may be amended, if the 
City receives an opinion of independent legal counsel to the effect that: 

(i) such amendment is made in connection with a change in circumstances that arises 
fi-om a change in legal requirements, a change in law or a change in the types of activities in which 
the City is engaged; 

(ii) this Section as so mended, would have complied with the requirements of the Rule 
at the time of the primary offering of the Bonds, after taking into account any amendments or 
interpretations of the Rule, as well as any change in circumstances; and 

(iii) such amendment does not materially impair the interests of the Bondowners. 

In the event of a failure of the City to comply with any provision of this Section, any 
Bondowner may take such actions as may be necessary and appropriate, including seeking 
mandamus or specific performance by court order, to cause the City to comply with its obligations 
under this Section. A default under this Section shall not be deemed an Event of Default under the 
Ordinance, and the sole remedy under this Section in the event of any failure of the City to comply 
with this Section shall be an action to compel performance. 

SECTION 27. AUTHORIZATION TO SUBSCFUBE TO SLGS. Authority is given to 
W. Randall Jones, Esq., Charles S. Musson, Esq., of Rubin & Hays, Kentucky Home Trust 
Building, 450 South Third Street, Louisville, Kentucky40202, Chris Bowling ofHilliard Lyons, 325 
West Main Street, Suite 2-Cy Lexington, Kentucky 40507, and Amanda Willian of Hilliard Lyons, 
501 South Fourth Avenue, Lauisville, Kentucky 40202 and to any one of them, to act on behalf of 
the City in signing an behalf of the City subscriptions for the purchase of an issue of United States 
Treasury Certificates, Notes or Bonds - State and Local Government Series, to be issued to the 
Escrow Agent in connection with the investment of the proceeds of the Current Bonds. 

SECTION 28. PROVISIONS IN CONF'LICT REPEALED. All ordinances, resolutions 
and orders, or parts thereof, in conflict herewith are, to the extent of such conflict, hereby repealed 
and it is hereby specifically ordered and provided that except for the permissible issuance of parity 
bonds pursuant to Section 12 hereof, any proceedings heretofore taken for the issuance of other 
bonds payable or secured in any manner by all or any part of the income and revenues of the System 
or any part thereof, and which have not heretofore been issued and delivered are hereby revoked and 
rescinded, and none of such other bonds shall be issued and delivered. 

SECTION 29. SEVERABILITY CLAUSE. If any section, paragraph, clause, or provision 
of this Current Bond Ordinance shall be held invalid, the invalidity of such section, paragraph, 
clause or provision shall not affect any of the remaining provisions of this Current Bond Ordinance. 

SECTION 30. EFFXCTTVE DATE OF ORDINANCE. This Current Bond Ordinance 
shall be introduced at a meeting of the Governing Body and remain on file for at least one week for 
public inspection in the completed form in which it shall be put on its final enactment and if enacted 
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shall be published by title and summary in a Notice of Enactment and Summary of Ordinance and 
shall be in full force and effect immediately following publication of such Notice. 

Introduced and Given First Reading, May 3, 2005. Given Second Reading and Final 
Enactment, May 17,2005. 

CITY OF HOPIUNSVILLE, KENTUCKY 

Mayor 
Attest: 

\ 

- 
City Clerk 

CERTIFICATE OF CITY CLERK 

I, the undersigned, hereby certify that I am the duly qualified and acting City Clerk of the 
City af Hopkinsville, Kentucky, that the foregoing Ordinance is a true and correct copy of an 
Ordinance authorizing the issuance of $25,745,000 of City of Hopkinsville Water and Sewer 
Revenue Bonds, Series 2005A, dated May 1 , 2005, and $1,535,000 of City of Hopkinsville Water 
and Sewer Refunding Revenue Bonds, Series 2005B, dated May 1,2005, that said Ordinance was 
introduced and given first reading by the City Council of said City on May 3,2005, and that it was 
placed and remained on file in my office for public inspection in that identical, completed form until 
May 17, 2005, on which date it was given its second reading and final enactment by said City 
Council, that said meetings were duly held in accordance with all applicable requirements of 
Kentucky law, including KRS 61.810, 61.815, 61.820, and 61.823, that a quonun was present at 
each of said meetings, that such Ordinance has been ordered to be published by title and summary 
in a Notice of Enactment and Summary, in the form attached hereto, and that said Ordinance has not 
been modified, amended, revoked or repealed, and that same is now in fill force and effect 

IN TESTIMONY WHXREOF, witness my signature as City Clerk and the official Seal of 
said City this May 17,2005. 

City Clerk 
(Seal of City) 
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ACCEPTANCE BY U.S. BANK, NATIONAL ASSOCIATION 
BOND REGISTRAR, TRANSFlER AGENT, AND PAYEE BANK 

The undersigned hereby agrees to the provisions of the foregoing Ordinance to the extent 
there are contained therein provisions as to the rights and duties of it as Bond Registrar, Transfer 
Agent and Payee Bank. 

Date: May-, 2005. 

WS. bank, National Association 
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EXHIBIT A-1 

IJNTTED STATES OF AMERICA 
COMMONWEALTH OF KENTUCKY 

COUNTY OF CHRISTIAN 
CITY OF HOPKINSVILLE 

WATER AND S E W R  REVENUE BOND 
SERIES 2005A 

NO. R- CUSP:-. 

DATE OF ISSUE: $---.- 
Principal Amount 

INTEREST RATE: MATURITY DATE: 

KNOW ALL PERSONS BY THESE PRESENTS: That the City of Hopkinsville (the 
“City”), in the Commonwealth of Kentucky, for value received, hereby promises to pay, solely from 
the special fund hereinafter identified, to 

the registered owner, or registered assigns, as hereinafter identified, upon presentation and surrender 
of this Series 200SA Bond, the principal sum of 

DOLLARS, 

on the Maturity Date specified above, and to pay interest on said sum at the per annum Interest Rate 
specified above, semiannually from the Date of Issue specified above, or fkom the most recent 
interest payment date preceding the date of or on which this Series 2005A Bond is authenticated, 
unless this Series 2005A Bond is authenticated on an interest payment date to which interest has 
been paid, in which event it shall bear interest from that date, on April 1 and October 1 of each year, 
unless redeemed prior thereto as hereinafter provided. The principal on this Series 2005A Bond is 
payable upon surrender of this Series 200SA Bond, at maturity or at earlier redemption prior to 
maturity, in lawful money of the United States of America at the main office 0fU.S. Bank, National 
Association, I~uisville, Kentucky (the “Payee Bank” and the “Bond Registrar”). Interest and 
principal redemption due on this Series 2005A Bond shall be paid by check or draft by mail 
postmarked no later than the due date thereof by the Payee Bank to the registered owner hereof at 
the address shown as of the 15th day of the month preceding each interest or principal redemption 
payment date on the bond register kept by the Bond Registrar. 

This Series 2005A Bond is a duly authorized issue of Million 
Hundred Thousand Dollars ($ ), principal amount 

of City OfHopkhsville Water and Sewer RevenueBonds, Series 2005A (the “Series 2005A Bonds”) 
issued by the City pursuant to an Ordinance duly enacted (the “Current Bond Ordinance”) under and 
in full compliance with the Constitution and Statutes of the Commonwealth of Kentucky, and more 
specifically, Sections 58.010 through 58.140, inclusive, of the Kentucky Revised Statutes (the 
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“Act”), for the purpose of defraying the cost (not otherwise provided) of the acquisition, 
construction and equipping of extensions, additions and improvements to the existing combined and 
consolidated municipal waterworks and sewer system (the “System”). 

The Series 2005A Bonds rank on a parity as to security and source of payment with the 
outstanding (i) City of Hopkinsville, Kentucky Water and Sewer Refimding Revenue Bonds, Series 
1993, dated December 15,1993 (the “Series 1993 Bonds”), authorized by an Ordinance enacted by 
the City Council of the City on November 30, 1993 (the “1993 Bond Ordinance”); (ii) City of 
Hopkinsville, Kentucky Water and Sewer Revenue Bonds, Series 1996, dated June 15, 1996 (the 
“Series 1996 Bonds”), authorized by an ordinance enacted by the City Council of the City on June 
18, 1996 (the “1996 Bond Ordinance”); (iii) City of Hopkinsville, Kentucky Water and Sewer 
Refunding Revenue Bonds, Series 2002, dated February 15, 2002 (the “Series 2002 Bonds”), 
authorized by an Ordinance enacted by the City Council of the City on February 19,2002 (the “2002 
Bond Ordinance”); and (iv) City of Hopkinsville, Kentucky Water and Sewer Refunding Revenue 
Bonds, Series 2005B, dated May 1,2005 (the “Series 2005B Bonds”), authorized by an Ordinance 
enacted by the City Council of the City on May 17,2005 (the “2005 Bond Ordinance”)[hereinafter 
the Series 1993 Bonds, the Series 1996 Bonds, the Series 2002 Bonds and the Series 2005B Bonds 
shall be collectively referred to as the “Prior Bonds” and the 1993 Bond Ordinance, the 1996 Bond 
Ordinance, the 2002 Bond Ordinance and the 2005 Bond Ordinance shall be collectively referred 
to as the “Prior Bond Ordinance”] provided, and the Current Bond Ordinance reaffirms, that so long 
as any of the Prior Bonds, the Series 2005A Bonds and/or any additional bonds ranking on a parity 
therewith, are outstanding, the System of the City as more fully identified in the Current Bond 
Ordinance, shall be owned and operated as a combined and consolidated revenue-producing public 
project or System within the meaning of Sections 58.01 0 through 58.140, inclusive, of the Kentucky 
Revised Statutes, for the security and source of payment of any and all of such outstanding Prior 
Bonds, the Series 2005A Bonds or any additional bonds. 

The Series 2005A Bonds maturing on or after October 1,2016, are subject to redemption, 
in whole or in part, at any time, in any order of maturities and by lot within a single maturity, by the 
City prior to their stated maturities, on any date falling on or after October 1 , 201 5, upon payment 
of 100% of the principal amount to be redeemed plus accrued interest to the date of redemption. 

The Bond Registrar shall give notice of any redemption by sending at least one such notice 
by first class United States mail not less than 30 and not more than 60 days prior to the date fixed 
for redemption to the registered owner of each Series 2005A Bond to be redeemed in whole or in 
part at the address shown on the Register of Bonds maintained by the Bond Registrar as of the date 
of mailing of such notice. The Bond Registrar may fiunish one other form of such notice more than 
60 days prior to the date fixed for redemption, provided at least one such notice shall be sent not less 
than 30 nor more than 60 days prior to such date. Such notice shall state the redemption date, the 
redemption price, the amount (or number of months) of accrued interest payable on the redemption 
date, the place at which the Series 2005A Bonds are to be surrendered for payment, and, if less than 
all of the Series 2005A Bonds are to be redeemed, an identification of the Series 2005A Bonds or 
portions thereof to be redeemed. Any notice mailed as provided in the Current Bond Ordinance shall 
be conclusively presurned to have been duly given, whether or not the Bondowner receives such 
notice. Upon presentation and surrender of any such Series 2005A Bond at the main corporate trust 
office of the Bond Registrar on or after the date fixed for redemption, the Bond Registrar shall pay 
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the redemption price of such Series 2005A Bond (including accrued interest) from the funds 
provided for such purpose. 

All of said Series 2005A Bonds as to which the City reserves and exercises the right of 
redemption and as to which notice as aforesaid shall have been given, and for the retirement of 
which, upon the terms aforesaid, funds are duly provided, will cease to bear interest on the 
redemption date. 

It is provided in and by the Prior Bond Ordinance and in and by the Current Bond Ordinance 
that additional bonds ranking on a parity with the Prior Bonds and with the Series 2005A Bonds, 
may be issued and outstanding upon the conditions and restrictions provided in the Prior Bond 
Ordinance and in the Current Bond Ordinance; and these Series 2005A Bonds, together with the 
Prior Bonds and any additional parity bonds, as may be hereafter issued and outstanding from time 
to time under the parity conditions and restrictions of the Prior Bond Ordinance and the Current 
Bond Ordinance, are and will continue to be payable from and secured by a first pledge of a fixed 
portion of the gross income and revenues to be derived from the operation of the System, which 
fixed portion of said gross income and revenues shall be sufficient to pay the principal of and 
interest on all of said outstanding Prior Bonds, the Series 2005A Bonds and any additional parity 
bonds as and when the same become due and payable, and which shall be set aside as a special fund 
for that purpose and identified as the “City of Hopkinsville Water and Sewer Bond and Interest 
Redemption Fund” (the “Sinking Fund”). 

The City covenanted in the Current Bond Ordinance that so long as any of the Prior Bonds, 
the Series 2005A Bonds and/or any additional parity bonds are outstanding, the System will be 
continuously owned and operated as a revenue-producing undertaking, and that the City will fix, 
charge, and adjust from time to time as needed, such rates for the services and facilities of the 
System SO that the income and revenues therefi-om will be sufficient to pay all of the Prior Bonds, 
the Series 2005A Bonds and any additional parity bonds, and the interest thereon, as the same 
become due, to pay the cost of operation and maintenance of the System, and to provide for the 
depreciation thereof. 

The Series 2005A Bonds are issuable as fully registered bonds and do not constitute an 
indebtedness of the City of Hopkinsville, Kentucky, within the meaning of any constitutional or 
statutory provisions or limitations, but are payable as to both principal and interest solely out of the 
revenues of the System, as aforesaid. 

The City and the Bond Registrar may deem and treat the registered owner hereof as the 
absolute owner hereof for the purpose of receiving payment of principal hereof, premium, if any, 
and interest due hereon and for all other purposes, and neither the City nor the Bond Registrar shall 
be affected by any notice to the contrary. 

It is hereby certified, recited and declared that all acts, conditions and things required to 
exist, happen and be performed precedent to and in the issuance of the Series 2005A Bonds, have 
existed, have happened and have been performed, in due time, form and manner as required by law, 
that the amount of this Series 2005A Bond, together with all other obligations of said City, does not 
exceed any limit prescribed by the Constitution or Statutes of the Commonwealth of Kentucky, and 
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that a sufficient portion of the gross income and revenues of the System has been pledged to and will 
be set aside into the Sinking Fund by the City for the prompt payment of the principal of and interest 
on this Series 2005A Bond and all of the Series 2005A Bonds, and all other bonds ranking on a 
parity therewith, including the Prior Bonds and those which may be issued hereafter. 

IN WITNESS WHEREOF, said City of Hopkinsville, in the Cornonwealth of Kentucky, 
has caused this Bond to be executed on its behalf with the duly authorized reproduced facsimile 
signature of the Mayor of said City, and the reproduced facsimile of its Corporate Seal to be 
imprinted hereon and attested by the reproduced facsimile signature of its City Clerk, dated as of 
the first day of May, 2005; provided, however, that this Series 2005A Bond shall not be valid or 
become obligatory for any purpose, or be entitled to any security or benefit under the Current Bond 
Ordinance pursuant to which it was authorized until the Authentication Certificate of Registrar 
printed hereon shall have been executed by the manual signature of a duly authorized representative 
of the Bond Registrar. 

CITY OF HOPKINSVILLE, KENTUCKY 

BY 
Mayor 

Attest: 

City Clerk 
(City Seal) 
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(FORM OF AUTHENTICATION CERTIFICATE OF REGISTRAR) 

ATJTHENTICATION CERTIFICATE OF REGISTRAR 

This is to certify that this Series 2005A Bond is one of the Series 2005A Bonds referred to 
in the within Series 2005A Bond and in the Current Bond Ordinance authorizing same. 

The Authentication Date of this Series 2005A Bond is: 2005. 

U.S. BANK, NATIONAL ASSOCIATION 
Louisville, Kentucky Bond Registrar 

BY 
Authorized Officer 

PORM OF ASSIGWNT)  

ASSIGNMENT 

For value received, the undersigned hereby sells, assigns, and transfers unto 
I_ - -- thewithin Series 
2005A Bond and hereby irrevocably constitutes and appoints - 

_---_....._- 
attorney to transfer said Series 2005A Bond on the books kept for registration and 

transfer of this Series 2005A Bond, with full power of substitution in the premises. 

Dated: 

Signature Guaranteed By: Social Security Number or 
other taxpayer 
identification number: 

A-1-5 



EXHIBIT A-2 

UNITED STATES OF AMERTCA 
COMMONWEALTH OF KENTUCKY 

COUNTY OF CHRISTIAN 
CJTY OF HOPKINSVILLE 

WATER AND SEWER REFUNDING REVENUE BOND 
SERIES 2005B 

NO. R- CUSP: - 

DATE OF TSSUE: $- 
Principal Amount 

INTEREST RATE: MATURITY DATE: 

KNOW ALL PERSONS BY THESE PRESENTS: That the City of Hopkinsville (the 
“Citf’), in the Commonwealth of Kentucky, for value received, hereby promises to pay, solely from 
the special fund hereinafter identified, to 

the registered owner, or registered assigns, as hereinafter identified, upon presentation and surrender 
of this Series 2005B Bond, the principal sum of 

DOLLARS, 

on the Maturity Date specified above, and to pay interest on said sum at the per annum Interest Rate 
specified above, semiannually from the Date of Issue specified above, or fi-om the most recent 
interest payment date preceding the date of or on which this Series 2005B Bond is authenticated, 
unless this Series 2005B Bond is authenticated on an interest payment date to which interest has 
been paid, in which event it shall bear interest from that date, on April 1 and October 1 of each year, 
unless redeemed prior thereto as hereinafter provided. The principal on this Series 2005B Bond is 
payable upon surrender of this Series 2005B Bond, at maturity or at earlier redemption prior to 
maturity, in lawfkl money of the United States of America at the main office of U.S. Bank, National 
Association, Louisville, Kentucky (the “Payee Bank” and the “Bond Registrar’,). Interest and 
principal redemption due on this Series 2005B Bond shall be paid by check or draft by mail 
postmarked no later than the due date thereof by the Payee Bank to the registered owner hereof at 
the address shown as of the 15th day of the month preceding each interest or principal redemption 
payment date on the bond register kept by the Bond Registrar. 

This Series 2005B Bond is a duly authorized issue of -- Million 
Hundred Thousand Dollars ($ A, principal amount 

of City of Hopkinsville Water and Sewer Revenue Bonds, Series 2005B (the”Series 2005R Bonds”) 
issued by the City pursuant to an Ordinance duly enacted (the “Current Bond Ordinance”) under and 
in fbll compliance with the Constitution and Statutes of the Commonwealth of Kentucky, and more 
specifically, Sections 58.010 through 58.140, inclusive, of the Kentucky Revised Statutes (the 
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“Act”), for the purpose of defraying the cost (not otherwise provided) of refunding the outstanding 
City of Hopkinsville Water and Sewer Revenue Bonds, Series 1996, dated June 15, 1996 (the 
‘‘Refunded Bonds”) on or about June 15,2006. 

The Series 2005B Bonds rank on a parity as to security and source of payment with the 
outstanding (i) City of Hopkinsville, Kentucky Water and Sewer Refbnding Revenue Bonds, Series 
1993, dated December 15,1993 (the “Series 1993 Bonds”), authorized by an Ordinance enacted by 
the City Council of the City on November 30, 1993 (the “1993 Bond Ordinance”); (ii) City of 
Hopkinsville, Kentucky Water and Sewer Revenue Bonds, Series 1996, dated June 15, 1996 (the 
“Series 1996 Bonds”), authorized by an ordinance enacted by the City Council of the City on June 
18, 1996 (the “1996 Bond Ordinance”); (iii) City of Hapkinsville, Kentucky Water and Sewer 
Refimding Revenue Bonds, Series 2002, dated February 15, 2002 (the “Series 2002 Bonds”), 
authorized by an Ordinance enacted by the City Council of the City on February 19,2002 (the “2002 
Bond ordinance”); and (iv) City of Hopkinsville, Kentucky Water and Sewer Revenue Bonds, 
Series 2005A, dated May 1 , 2005 (the “Series 2005A Bonds”), authorized by an Ordinance enacted 
by the City Council of the City on May 17,2005 (the “2005 Bond Ordinance”)[hereinafter the Series 
1993 Bonds, the Series 1996 Bonds, the Series 2002 Bonds and the Series 2005A Bonds shall be 
collectively referred to as the “Prior Bonds” and the 1993 Bond Ordinance, the 1996 Bond 
Ordinance, the 2002 Bond Ordinance and the 2005 Bond Ordinance shall be collectively referred 
to as the “Prior Bond Ordinance”] provided, and the Current Bond Ordinance reaffirms, that so lang 
as any of the Prior Bonds, the Series 2005A Bonds and/or any additional bonds ranking on a parity 
therewith, are outstanding, the System of the City as more hl ly  identified in the Current Bond 
Ordinance, shall be owned and operated as a combined and consolidated revenue-producing public 
project or System within the meaning of Sections 58.01 0 through 58.140, inclusive, of the Kentucky 
Revised Statutes, for the security and source of payment of any and all of such outstanding Prior 
Bonds, the Series 2005A Bonds or any additional bonds. 

The Series 2005B Bonds shall not be subject to optional redemption by the City at any time 
prior to maturity. 

It is provided in and by the Prior Bond Ordinance and in and by the Current Bond Ordinance 
that additional bonds ranlung on a parity with the Prior Bonds and with the Series 2005B Bonds, 
may be issued and outstanding upon the conditions and restrictions provided in the Prior Bond 
Ordinance and in the Current Bond Ordinance; and these Series 2005B Bonds, together with the 
Prior Bonds and any additional parity bonds, as may be hereafter issued and outstanding from time 
to time under the parity conditions and restrictions of the Prior Bond Ordinance and the Current 
Bond Ordinance, are and will continue to be payable from and secured by a first pledge of a fixed 
portion of the grass income and revenues to be derived from the operation of the System, which 
fixed portion of said gross income and revenues shall be sufficient to pay the principal of and 
interest on all of said outstanding Prior Bonds, the Series 2005B Bonds and any additional parity 
bonds as and when the same become due and payable, and which shall be set aside as a special fimd 
for that purpose and identified as the “City of Hopkinsville Water and Sewer Bond and Interest 
Redemption Fund” (the “Sinking Fund”). 

The City covenanted in the Current Bond Ordinance that so long as any of the Prior Bonds, 
the Series 2005B Bonds andor any additional parity bonds are outstanding, the System will be 
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continuously owned and operated as a revenue-producing undertaking, and that the City will fix, 
charge, and adjust fiom time to time as needed, such rates for the services and facilities of the 
System so that the income and revenues therefiom will be sufficient to pay all of the Prior Bonds, 
the Series 2005B Bonds and any additional parity bonds, and the interest thereon, as the same 
become due, to pay the cost of operation and maintenance of the System, and to provide for the 
depreciation thereof. 

The Series 2005B Bonds are issuable as fully registered bonds and do not constitute an 
indebtedness of the City of Hopkinsville, Kentucky, within the meaning of any constitutional or 
statutory provisions or limitations, but are payable as to both principal and interest solely out of the 
revenues of the System, as aforesaid. 

The City and the Bond Registrar may deem and treat the registered owner hereof as the 
absolute owner hereof for the purpose of receiving payment of principal hereof, premium, if any, 
and interest due hereon and for all other purposes, and neither the City nor the Bond Registrar shall 
be affected by any notice to the contrary. 

It is hereby certified, recited and declared that all acts, conditions and things required to 
exist, happen and be performed precedent to and in the issuance of the Series 2005B Bonds, have 
existed, have happened and have been performed, in due time, form and manner as required by law, 
that the amount of this Series 2005B Bond, together with all other obligations of said City, does not 
exceed any limit prescribed by the Constitution or Statutes of the Commonwealth of Kentucky, and 
that a sufficient portion of the gross income and revenues of the System has been pledged to and will 
be set aside into the Sinking Fund by the City for the prompt payment of the principal of and interest 
on this Series 2005B Bond and all of the Series 2005B Bonds, and all other bonds ranking on a 
parity therewith, including the Prior Bonds and those which may be issued hereafter. 
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IN WTTNESS WHEREOF, said City of Hopkinsville, in the Commonwealth of Kentucky, 
has caused this Bond to be executed on its behalf with the duly authorized reproduced facsimile 
signature of the Mayor of said City, and the reproduced facsimile of its Corporate Seal to be 
imprinted hereon and attested by the reproduced facsimile signature of its City Clerk, dated as of 
the first day of May, 2005; provided, however, that this Series 2005B Bond shall not be valid or 
become obligatory for any purpose, or be entitled to any security or benefit under the Current Bond 
Ordinance pursuant to which it was authorized until the Authentication Certificate of Registrar 
printed hereon shall have been executed by the manual signature of a duly authorized representative 
of the Bond Registrar. 

CITY OF HOPKINSVJLLE, KENTUCKY 

BY 
Mayor 

Attest: 

City Clerk 
(City Seal) 

(FORM OF AUTHENTICATION CERTIFICATE OF REGISTRAR) 

AUTHENTICATION CERTIFICATE OF REGISTRAR 

Ths  is to certify that this Series 2005B Bond is one of the Series 2005B Bonds referred to 
in the within Series 2005B Bond and in the Current Bond Ordinance authorizing same. 

The Authentication Date of this Series 2005B Bond is: , 2005. 

U.S. BANK, NATIONAL ASSOCIATION 
Louisville, Kentucky Bond Registrar 

BY- 
Authorized Officer 
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(FORM OF ASSIGNNENT) 

ASSIGNMENT 

For value received, the undersigned hereby sells, assigns, and transfers unto 
the within Series .- 

2 f i - i G z i F -  - 
- 

attorney to transfer said Series 2005B Bond on the books kept for registration and 
transfer of this Series 2005B Bond, with full power of substitution in the premises. 

Dated: 

Signature Guaranteed By: Social Security Number or 
other taxpayer 
identification number: 

A-2-5 
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6. List all persons on HWEA’s payroll during the proposed test period. 

For each employee, state his or her job duties, total wages paid during the 

fiscal year, current salary or wage rate, and the percentage of work hours 

spent performing duties for each city division (e.g., water, sewer, police 

department, public works) during the fiscal year. If HWEA’s records do not 

permit the allocation of an employee’s work hours among city divisions, 

provide an estimate for each employee and explain how HWEA derived the 

estimate. 

REXPONSE: HWEA’s operations include the following utility 

divisions and subdivisions: 

1. Hopkinsville Utility Division 

a. Water (Retail Service and CCWD Wholesale Service) 
b. Sewer 

2. Pembroke 

a. Water 
b. Sewer 

3. Crofton 

a. Water 
b. Sewer 

4. Oak Grove - Sewer (Oak Grove owns and operates its water 
system) 

All expenses, including payroll, are charged to the appropriate utility 

division and then to the appropriate expense category within each respective 

utility division. 
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Most employees are shared among two (2) or more of HWEA’s utility 

divisions and, oftentimes, are shared between water and sewer operations within 

a particular utility division. Generally speaking, the employees who work in 

more than one utility division kept detailed time records and their payroll 

expenses are allocated according to the time records. 

HEWA’s staff has reviewed its payroll records for the Test Year and has 

prepared a summary of the payroll expense charged to the Hopkinsville Utility 

Division water operations. This payroll expense is presented in Attachment 6. 

Attachment 6 also shows the amount of payroll expense for each of the major 

expense categories (e.g. source of supply, water treatment plant, etc.) within 

water operations for the Hopkinsville Utility Division. 

The rate consultant, who is preparing a Cost-of-Service Study, will 

analyze the payroll information and will allocate the appropriate amount to retail 

customers and the appropriate amount to HWEA’s sole wholesale customer, 

CCWD. 

HWEA uses the expense category “Distribution” to record certain 

expenses, including payroll. This name or description may be misleading. 

Perhaps, it is more aptly identified by the term “Transmission and Distribution” 

expense. Utilities, such as water districts that are regulated by the Public Service 

Commission, utilize the expense category “Transmission and Distribution” to 
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record expenses associated with operating and maintaining their water 

transmission and distribution systems. 

HWEA considers its transmission and distribution system to include all 

water lines from the output side of the water treatment plant up to, but not 

including, the customers’ meters. All storage tanks, pump stations and other 

appurtenances connected to these potable water lines are included in HWEA’s 

transmission and distribution system. HWEA’s expenses for operating and 

maintaining its Hopkinsville water transmission and distribution system are 

recorded under the “Distribution” expense category. Meter reading is excluded 

from the “Distribution” expense category. It is recorded as an “Administrative” 

expense. 

WITNESS: Russell King 



Attachment 6 

WATER PAYROLL 
HOPKl NSVl LLE UTI LlTY DIVISION 

Hopkinsville Water Environment Authority 
Test Period FYE 6-30-09 

Engineering 3 3,324 $ 96,203 $ 39,232 $ 135,435 

Distribution 10 20,105 $ 340,913 $ 139,024 $ 479,937 

Administrative 18 20,076 $ 385,440 $ 157,182 $ 542,622 

Totals I 40 I 57,974 I $ 1,134,288 I $ 462,563 I $ 1,596,851 

Notes: 
1. The Fringe Benefits amounts shown in Column 5 were calculated by multiplying 
the amount of Wages shown in Column 4 by 0.4078. HWEA's Fringe Benefits 
(payroll charges, health insurance costs, pension costs, etc.) for FYE 6-30-09 was 
40.78% of its actual gross wages expense. 

2. The expense category designated as "Distribution" in the above chart and in 
HWEA's accounting system is more aptly identified by the term "Transmission and 
Distribution." It includes all labor associated with operating and maintaining 
HWEA's water transmission and distribution system, but excludes meter reading. 

3. This table does not include any wages for operating and maintaining the 
Pembroke and Crofton water utility divisions. It only includes the Hopkinsville water 
utility division (Hopkinsville retail and CCWD wholesale service). 



Page 1 of 2 

7. For each employee listed in Item 6, describe how HWEA allocated his 

or her payroll and payroll overhead charges to each city division for the 

proposed test period. This response shall include a detailed explanation of all 

allocation procedures. Payroll overhead charges include payroll taxes, 

health insurance premiums, pension costs, and any other employee benefit 

costs. 

RESPONSE: 

As discussed in response to Item 6, most HWEA employees are 

shared among two (2) or more of HWEA’s utility divisions. Many 

employees also split time between water and sewer operations. Generally 

speaking, the employees who work in more than one utility division or in 

water and sewer operations keep detailed time records and their payroll 

expenses are allocated according to the time records. 

Some Administrative employees, such as meter readers, keep detailed 

time records. Their payroll expenses are then charged to the appropriate 

expense category (e.g. Hopkinsville water, Pembroke water, etc.) The 

payroll expenses for other Administrative employees (e.g. General Manager 

and Director of Finance) are allocated 50% to water operations and 50% to 

sewer operations. 

HWEA has utilized the 50/50 allocation for certain Administrative 

payroll expenses since 1993 when it began accounting for water and sewer 
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operations separately. HWEA’s water and sewer operations are still of 

relative equal size so this allocation still seems appropriate. 

The Director of Technical Operations and employees in the 

Engineering Department also keep detailed time records. If they are 

working on capital projects, such as the Moss Water Treatment Plant 

Expansion Project, their time records are used to capitalize the part of their 

payroll expenses devoted to that project. If they are working on routine 

operations and maintenance or administrative matters, however, then their 

payroll expenses are charged to the appropriate utility division and expense 

category according to their time records. 

Fringe Benefits. Payroll overhead charges, sometimes referred to as 

fringe benefits, include payroll taxes, employee medical costs, pension costs 

and other employee benefits. HWEA records these expenses as an 

Administrative expense. During the Test Year (FYE June 30, 2009), fringe 

benefits represented 40.78% of the total gross wages expense for HWEA. 

Therefore, to determine the total payroll expense for a particular expense 

category (e.g. water treatment plant payroll for Hopkinsville Utility 

Division-water operations), one must add the amount of fringe benefits to 

the actual gross wages for that particular expense category. 

WITNESS: Russell King 
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8. 
a. List all joint or shared costs that HWEA incurred during the proposed 

test period. For each cost, list the vendor, total expense amount, 

amounts allocated per division, and the basis for allocation. 

b. Describe the procedures to allocate joint and shared costs among 

HWEA’s divisions for the proposed test period. 

c. Provide all internal memoranda, policy statements, correspondence, 

and documents related to the allocation of joint and shared costs. 

RESPONSE: 

Expenditures for specific items (e.g. chemicals for water treatment 

plant) are recorded to the appropriate general ledger account. In addition, 

electricity costs for operating each pump station, water treatment plant, etc. 

are charged to the appropriate account. 

Some costs, however, are joint or shared costs and must be allocated 

between water and sewer operations and to the appropriate utility division 

(e.g. Hopkinsville Utility Division-water operations). Most of these shared 

costs are allocated 50/50 between water and sewer operations. Examples of 

shared costs that are allocated 50/50 include the following: (1) property and 

casualty insurance premiums; (2) motor vehicle insurance premiums; (3) 

umbrella insurance premiums; (4) certain professional fees such as auditor; 

( 5 )  miscellaneous office supplies; (6) postage; (7) telephone; and (8) utility 

bills for office. 
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HWEA allocates these shared expenses 50% to water operations and 

50% to sewer operations because its water and sewer operations are of 

relatively equal size. HWEA has utilized a 50/50 allocation since it began 

accounting for water and sewer operations separately in 1993. 

HWEA does not have any internal memoranda, policy statements or 

other documents to support this allocation method. HWEA’s auditor has 

never questioned this method of allocating these joint or shared costs. 

WITNESS: Russell King 



9. 

divisions. A separate schedule shall be provided for each division. 

Provide detailed depreciation schedules for the water and sewer 

]RESPONSE: 

Detailed depreciation schedules for the Test Year period (July 1,2008 

through June 30, 2009) are attached as composite Attachment 9. Seven (7) 

separate depreciation schedules have been provided. The schedules are 

identified as follows: 

Hopkinsville Water 

Pembroke Water 

Crofton Water 

Hopkinsville Sewer 

Pembroke Sewer 

Crofton Sewer 

Oak Grove Sewer 

WITNESS: Russell King 



ATTACHMENT 9 

DEPRECIATION SCHEDULES 

FOR TEST YEAR 

July 1,2008 Through June 30,2009 

Hopkinsville Water 
Pembroke Water 

Crofton Water 

Hopkinsville Sewer 
Pembroke Sewer 

Crofton Sewer 
Oak Grove Sewer 
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10. Provide an adjusted trial balance and audit adjustments for the 

proposed test period and the most recently completed fiscal year. The trial 

balance shall be traced and referenced directly to the general ledgers 

requested in Item 4. 

RESPONSE: 

Attached are the Adjusting Journal Entries and the Trial Balance for 

FYE June 30,2009. 

WITNESS: Russell King 



ATTACHMENT 10 

ADJUSTING JOURNAL ENTRIES 

and 

TRIAL BALANCE 



13525-06 HWEA 

11/16/2009 Adjusting Journal Entries 
12:18 PM Page 1 for the period ended June 30.2009 

Account ## Account Name / Description Debits Credits 

01-02500-0000 
~1-02~0a-oooi  

O ~ - O ~ ~ O ~ - O O O O  
o ~ - o ~ ~ o o - ~ o ~ I  

01-02500-0002 

02-02500-0002 
02-02500-0003 

SURPLUS 
SURPLUS-PEMBROKE WATER 
SURPLUS-CROFTON WATER 

SURPLUS-SEWER 
SURPLUS-PEMBROKE SEWER 
SURPLUS-CROFTON SEWER 

SURPLUS - OAK GROVE SEWER 

513,699.61 

235,470.94 
177,407.00 

9,142.45 

ENTRY TO ADJUST SURPLUS ACCOUNTS TO ACTUAL AS PER EQUITY WORKSHEET AT YY-1. 

06/30/2009 AJE 2 

R&M MAINS & LATERALS SWR 
CROFTON DEPRECIATION 
DEPRECIATION 

4,551.99 
42,635.65 

TO RECLASSIFY DEPRECIATION EXPENSE FOR HOPKINSVILLE AND CROFTON THAT WERE INCORRECTLY 
POSTED TO R&M. 

01-023 10-0200 
01-02170-0500 
01-30041-0000 
02-0231 0-0999 
02-30032-00oa 

0 2 - ~ O O ~ I - ~ I O Q O  
01 -023 I 0-020 I 

02-0231 0-0997 

01 -30050-0000 
02-0231 0-020 1 
02-30050-0001 
01 -02330-0000 
01-301 20-0000 
02-02330-0000 
02-301 20-0000 
01-02310-0505 
01-30030-0505 
01-0231 1-0205 
01-02310-0040 
0 1-023 10-O500 
01 -30040-0003 
02-0231 0-0040 
a2-3ao33-oaoo 
02-0231 0-0050 
02-30034-0000 
01-02310-0207 
01 -023 10-0500 
02-0231 0-0204 

ACC INT KIA LOAN-PEMBROKE 
N/P PEMBROKE KIA SERVICE FEE 

INTEREST-PEMBROKE KIA 
ACC INT PAY KIA LOAN-PHASE 111 

INT ON KIA FUND PHASE lll(3) 

INT ON KIA FUND PHASE ll(2) 
ACC INT PAY KIA LOAN-I997 

ACC INT KIA LOAN-CROFTON 
KIA A94-01 CROFTON INTEREST 

ACC INT KIA LOAN-CROFTON 
KIA A94-01 CROFTON INTEREST 

ACC INT N/P CROFTON 

ACC INT NIP CROFTON 
INT ON N/P CROFTON 

INT ON NIP CROFTON 

INT ON 2005 BOND ISSUE 
ACC INT PAY ON BOND - 2005 SR A 

ACC INT PAY ON BOND - 2005 SR B 
ACC INT PAY KIA FUND F 

ACC INT PAY - KIA F0602 
INT ON KIA FUND F LOAN - WATER 

ACCT INT PAY KIA FD A PHASE 4 
INT ON KIA FUND PHASE IV (4) 
ACC INT PAY KIA FD A PHASE 5 - WW 

INT ON KIA FUND A-PHASE V(5) 
ACC INT PAYABLE - KIA-LAKE BARKLEY 

ACC INT PAY - KIA F0602 
ACC INT - KIA PHASE IV LOAN 

12.20 
2.03 

126.07 

266.94 

8.06 

8 07 

331,878.00 
83,505.00 

520,337.00 

47.187.64 

14.23 

126.07 

266.94 

8.06 

8.07 
351.36 

351.36 
351 “36 

351 “36 
900 01 

0.0 1 
900.00 

243 74 
1,505.07 

219.03 
535.82 

21 9.03 
280.45 

280.45 
10,137.53 

10.137.53 
219.03 



13525-06 HWEA 

I 1/16/2009 
12:18 PM 

Account # 

Adjusting Journal Entries 
for the period ended June 30,2009 

Account Name I Description Debits Credits 

Page 2 

02-023 10-0205 
02-0231 0-0206 

o2-a2310-0~00 
02-0231 0-0207 

02-301 03-0000 

ACC INT - KIA PHASE V LOAN 
ACC INT - KIA PHASE II LOAN 
ACC INT - KIA PHASE 111 LOAN 
ACC INT - OAK GROVE BONDS 

INS ON OAK GROVE DEBT 

TO ADJLJSP ACCRUED INTEREST TO ACTUAL PER WORKSHEETS INCLUDED IN SECTION CC. 

06/30/2009 AJE 4 

OFFICE FURN, FIXT, EQUIP-OG 
CAPITAL LEASE - TELEPHONE SYSTEM 

113.57 
266.91 
126.00 

1,902.19 
1,902.19 

8,678.50 
8.678.50 

TO RECORD THE LEASE OF A PANASONIC TELEPHONE SYSTEM FOR THE OAK GROVE SEWER DIVISION. 

06/30/2009 AJE 5 

OAK GROVE DEPRECIATION 
ND-OFFICE FURN, FIXT, EQUIP-OG 

867.85 
867.85 

TO RECORD DEPRECIATION EXPENSE ON LEASED PANASQNIC TELEPHONE SYSTEM FOR OAK GROVE 

Totals 1,008,524.36 1,008,524.36 
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1 1. Provide the “Enterprise Funds Uniform Financial Information Report” 

that HWEA submitted to the Kentucky Department of Local Government for 

the fiscal years ending June 30,2007, June 30,2008, and June 30,2009. 

RESPONSE: 

HWEA is not required to submit and, consequently, has not submitted 

the “Enterprise Funds Uniform Financial Information Report” to DL,G. 

WITNESS: Russell King 



12. 
a. 

b. 

Identify all persons or entities to which HWEA provides wholesale 

water service. 

For each customer listed above, provide for each of the previous 24 

months its monthly water usage and the amount that HWEA charged 

it for service. 

RESPONSE: 

a. Christian County Water District (CCWD) is HWEA’s only wholesale 

water customer. 

b. Attachment 12b sets forth HWEA’s monthly water sales to CCWD 

(both volume and revenue) for each month of FYE June 30, 2007, 

2008 and 2009. To be consistent with the information provided in 

response to Item 18, data has been provided for 36 months rather than 

24 months. 

WITNESS: Derrick W. Watson 



Attachment 12b 

June 20091 45,390 
Sub-Totals I 573,598 

WHOLESALE WATER STATISTICS 
b 

4,539,000 34,042,500 $62,684.53 
57,359,800 430,198,500 $792,576.52 

January 2007 46,406 4,640,600 34,804,500 $64,007.87 
February 45,910 4,591,000 34,432,500 $63,327.29 
March 43,300 4,330,000 32,475,000 $59,746.87 
April 51,230 5,123,000 38,422,500 $70,615.64 
May 52,862 5,286,200 39,646,500 $72,852.54 
June 2007 57,156 5,715,600 42,867,000 $78,775.62 
Sub-Totals 583,673 58,367,300 437,754,750 $804,891.23 
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Total Inch 
Miles 

Q 13. a. Complete the table below for all sizes of line: 

Used By HWEA 
TO Serve Its 
Wholesale 

Water Main 
Size 

Total 
Miles of 

Line 

Raw Water 
Transmission 

Mains 

36" 
30" 

25.4 
0.7 21 .o 

9.6 
9.0 
1.2 

0.7 
0.4 
0.5 
0.1 

0.0 
6.0 

0.0 
0.3 

547.2 
61 .O 

45.6 

6.1 

2" 
Potable 
Water 

Sub-Total 

21.6 

264.5 

1 Miles of Lines Jointly 
Used 
Inch 
Miles I Customer 

914.4 I 25.4 914.4 

21 .o 
9.6 
9.0 
1.2 

955.2 955.2 ~ 27.1 27.1 

~ 

0.9 

0.0 

6.0 

z_i 235.2 
16.2 

235.2 

I .4 
547.2 
61 .O 

371.2 

1 2" 45.6 
I 1 0" I 6.1 

662.4 

0.0 
0.0 

I 4" I 5.9 

43.2 I 0.0 0.0 

224.6 1,900.6 2.041.5 
I 

2,855.8 
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13. b. Who paid for the water mains that HWEA uses to deliver water to 

HWEA’s wholesale customer? 

RESPONSE: HWEA 

WITNESS: Derrick W. Watson 



14. 
a. What is the maximum capacity of HWEA's water treatment plant? 

RESPONSE: 8.5 million gallons per day (MGD) 

b. For each of the customers listed in response to Item 12(a), state: 

1) The amount of HWEA's total water treatment plant capacity 

currently reserved for that customer. 

2) The minimum and maximum quantity of water (in gallons) that 

the customer may purchase in a month under the terrns of its 

present water purchase contract with HWEA. 

RESPONSE: No amount of HWEA's water treatment plant capacity is 

reserved for CCWD. CCWD is not contractually obligated to purchase any 

minimum amount of water from HWEA. CCWD may purchase up to a 

maximum of 2 million gallons per day and 49 million gallons per month 

from HWEA. 

c. Describe the changes, if any, that HWEA expects within the next 

three years in the level of water treatment capacity reserved for each 

of the customers listed in Item 12(a) and state the reason@) for 

HWEA's expectations. 

]RESPONSE: CCWD has expressed interest in increasing its maximum 

daily purchase amount from 2 MGD to 4 MGD once the Moss Water 

Treatment Plant Expansion Project has been completed. Contract 

negotiations have not yet commenced. 

WITNESS: Derrick W. Watson 



1s. 
a. Who owns the master meter(s) through which HWEA provides water 

to the customers listed in Item 12(a)? 

RESPONSE: HWEA 

b. Through how many master meters does HWEA provide water service 

to each of the customers listed in Item 12(a)? 

RESPONSE:: HWEA provides water service to CCWD at 13 different 

delivery points located primarily around the perimeter of HWEA's service 

area. A master meter, owned and maintained by HWEA, is located at each 

delivery point to measure the volume of water delivered to CCWD at each of 

these 13 delivery points. The location of each master meter is depicted on 

System Map #01 which is attached in response to Item 16. 

c. Who is responsible for maintaining these master meters? 

RESPONSE: HWEA 

WITNESS: Derrick W. Watson 



16. Provide a system map showing all HWEA facilities that are used to 

serve the customers listed in Item 12(a). This map shall, at a minimum, show 

all master meters, pumping stations, storage tanks, water transmission mains, 

and water distribution mains used to serve the customers listed in Item 12(a). 

The size of all mains shall be clearly indicated on this map. 

RESPONSE: 

The CCWD is HWEA’s only wholesale customer. Attached are two 

(2) system maps. MAP #01 depicts the locations of the master meters, 

pumping stations, storage tanks, water treatment plant and certain other 

facilities used to serve CCWD. MAP #02 depicts the locations and sizes of 

the raw water transmission main and the finished water transmission and 

distribution mains used to serve CCWD. 

WITNESS: Derrick W. Watson 



17. 
customers listed in Item 12(a) are gravity-fed? 

What portion, if any, of HWEA’s water main(s) that serve the 

RESPONSE: 

No portion of HWEA’s transmission and distribution mains are 

“gravity-fed”. All potable water is pumped from the Moss Water Treatment 

Plant via high service pumps into the HWEA transmission and distribution 

mains. CCWD is served by this pressurized transmission and distribution 

system. 

WITNESS: Derrick W. Watson 



18. 
a. List HWEA's water sales (in gallons) for each month of the previous 

36 months for each of its wholesale customers and for its retail 

cus tomers. 

b. List the total amount billed by HWEA for water service for each 

month of the previous 36 months to each of its wholesale customers 

and to its retail customers. 

RESPONSE: 

See Attachments 18a and 18b. The volumetric sales are shown in 

cubic feet rather than gallons because all retail meters and all wholesale 

master meters register in cubic feet. 

WITNESS: Derrick W. Watson 



Attachment 18a 

August 
September 
October 
November 
December 
January 2007 
February 
March 
April 

WATER SALES -VOLUME 

49,512 152,281 201,793 
48,509 157,936 206,445 
46,088 140,912 187,000 
43,500 138,150 181,650 
40,436 133,175 173,611 
46,406 132,516 178,922 
45,910 126,814 172,724 
43,300 122,376 165,676 
51,230 134,542 185,772 

May 
June 2007 
Sub-Totals 

52,862 159,898 212,760 
57,156 167,465 224,621 

583,673 1,728,175 2,311,848 

Julv 20071 51.101 1 167.333 21 8.434 
August 
September 
October 

55,432 178,851 234,283 
52,536 173,833 226,369 
52.652 149.51 9 202.171 

November 
December 
January 2008 
Februarv 

45,009 132,324 177,333 
45,795 126,177 171,972 
43,889 11 7,253 161,142 
47.560 11 9.987 167.547 

March 
April 
May 
June 2008 

36,023 105,254 141,277 
39,204 11 3,807 153,011 
44,850 123,925 168,775 
50.039 137.609 187.648 

Sub-Totals I 564,090 1,645,872 1 2,209,962 

July 2008 
August 
September 
October 

45,195 157,605 202,800 
53,261 156,929 21 0,190 
54,780 154,549 209,329 
53.988 151.216 205.204 

November 
December 
January 2009 
February 
March 
April 
May 
June 2009 

50,250 125,224 175,474 
48,475 113,149 161,624 
54,509 125,439 179,948 
51,502 124,404 175,906 
34,039 112,117 146,156 
38,259 1 10,259 148,518 
43,950 1 16,492 160,442 
45.390 1 26.764 172.154 



Attachment 18b 

September 
October 
November 
December 
January 2008 
February 
March 

November $60,009.92 $295,466.3 1 $355,476.23 
December $55,812.14 $290,465.97 $346,278.1 1 
Januarv 2007 $64.007.87 $293.542.42 $357.550.29 

$72,445.25 $379,289.37 $451,734.62 
$72,605.13 $338,061.74 $410,666.87 
$62,133.25 $31 8,803.96 $380,937.21 
$63,210.48 $307,595.60 $370,806.08 
$60,599.40 $296,147.01 $356,746.41 
$65,626.04 $297,190.46 $362,816.50 
$49.81 3.42 $269.904.87 $319.71 8.29 

1 February I $63,327.29 I $280,744.34 I $344,071.63 J 

April 
May 
June 2008 
Totals 

March $59 , 746.87 $269,914.53 $329,661.40 
IApril $70,615.64 $290,566.22 $361,181.86 
~ Mav $72.852.54 $338.960.65 $41 I .813.19 

$54,180.33 $283,5 18.74 $337,699.07 
$61,916.37 $306,031.09 $367,947.46 
$69,024.88 $329,916.90 $398,941.78 
$778,447.54 $3,874,537.24 $4,652,984.78 

June 2007 $78,775.62 $358,701.79 $437,477.41 
Totals $804,891.23 $3,688,689.02 $4,493,580.25 

July 2008 
August 
September 
October 
November 
December 
January 2009 
February 
March 
April 
May 
June 2009 
Totals 

I I I 
Julv 2007 I $70,479.42 I $365,229.67 I $435.709.09 

$63,484.34 $370,033.1 2 $433,517.46 
$73,401.20 $364,527.67 $437,928.87 
$75,513.31 $363,644.59 $439,157.90 
$74,428.06 $358,599.90 $433,027.96 
$69,307.07 $307,792.02 $377,099.09 
$66,878.05 $288,081.41 $354,959.46 
$75,141.48 $314,672.10 $389,813.58 
$71,061.97 $309,490.37 $380,552.34 
$47,093.44 $287,933.97 $335,027.41 
$52,879.08 $279,594.22 $332,473.30 
$60,703.99 $291,034.81 $351,738.80 
$62,684.53 $312,059.71 $374,744.24 
$792,576.52 $3,847,463.89 $4,640,040.41 



19. 

each of its wholesale customers. 

Provide HWEA’s current rate schedule for its retail customers and for 

RESPONSE: 

HWEA increased rates to all retail customers, effective September 1, 

2009, by an average of approximately 37%. It also increased its wholesale 

service rates to CCWD by 37%, subject to approval by the PSC. 

Attachment 19 contains the current rate schedule for the Hopkinsville 

Utility Division, Pembroke Utility Division, Crofton Utility Division and the 

CCWD. 

WITNESS: Derrick W. Watson 



ATTACHMENT 19 

RATE SCHEDULES 



Attachment 19 
Page 1 of 3 

kinsvi lle Utility 
Retail Rates 

7- - 1 I 

Minimum Usage 
IMeter Sire1 1 (Cubic Feet ) 

314" $18.00 610 
1 $25.37 860 

1 -1 12" $45.73 1,550 
2" $76.1 1 2,580 
3 $160.19 5,430 

All water used in excess of the amount shown in 
Column 3 for a particular meter size will be billed at 
the rate of $2.95 per I00 cubic feet. 

Christian County Water District 
Wholesale Rate Schedule 

USAGE 



Attachment 19 
Page 2 of 3 

embroke tility Divi 
Retail Rates 

Meter Size 
Minimum 

Bill 
Usage 

(Cubic Feet ) 

314" $21.47 610 
1 $30.27 860 

I -1 12" $54.56 1,550 
I $90.82 I 2,580 

All water used in excess of the amount shown in 
Column 3 for a particular meter size will be billed at 
the rate of $3.52 per I00  cubic feet. 



Attachment 19 
Page 3 of 3 

Usage 
First 300 cubic feet 

Retail Rates For All 
Except Lewis Road 

Amount 
$16.32 Minimum Bill 

Customers 
Customers 

I All over 300 cubic feet I 
I 

$3.35 per I00 cubic feet I 

Lewis Road Customers 



20. Complete the table below: 

Plant Use 
Line L,oss (Unaccounted for) 

I 100CubicFeet I 

2009 
5 17,777 
5 17.204 

HWEA 

Sales to Retail 
Sales to Christian County Water District 
Sales to Other Wholesale Customers 
Total Produced and Purchased . 

For Fiscal Year 
Ending June 30, 

1,574,147 
573,598 

0 
2 3  1 1,409 

Notes: 
1. The table has been modified because the Test Period is FYE 6-30-09. 

2. Also, the volume amounts are shown in units of 100 cubic feet rather 
than gallons because the meters register in cubic feet. 

WITNESS: Derrick W. Watson 



21. 
a. State whether HWEA provides unmetered water service to any 

entities (e.g., service to municipal buildings, fire departments, or 

protection services). 

b. If unmetered service is provided, then for each type of service, 

estimate the percentage of the total unmetered amount. 

PURPOSE 

Fire Department Use 

RESPONSE: Yes. See the table set forth below. 

ESTIMATED AMOUNT 
FOR FYE JUNE 30,2009 

(100 Cubic Feet) 
48,000 

I Private Fire Protection I 8,000 I 

1 TOTAL, I 62,300 I 

The total estimated unrnetered water usage represents approximately 

2% of the total water produced by HWEA and delivered into the 

transmission mains (62,300 : 2,9 1 1,409 = 0.02 or 2%). 

WITNESS: Derrick W. Watson 



22. 

rate is based. 

Provide a copy of the cost-of-service study upon which the proposed 

RESPONSE: 

No Cost-of-Service Study exists. The proposed 37% rate increase 

was not based upon a Cost-of-Service Study. HWEA determined that it 

needed to increase its water revenues by approximately 37% to offset 

increased operating costs and debt service expenses. Based upon the 

settlement negotiations that occurred during the pendency of PSC Case No. 

2005-00174 and the terms of the Settlement Agreement dated December 8, 

2005 between HWEA and CCWD, HWEA believed it was legally obligated 

to increase all rates (both retail and wholesale) by the same percentage 

amount. That is why HWEA increased both retail and wholesale rates by 

approximately 37% and did not prepare a Cost-of-Service Study. 

Based upon the discussions that took place during the Informal 

Conference conducted on October 29, 2009, HWEA has decided to have a 

Cost-of-Service Study prepared. HWEA has engaged the services of 

HDWQuest Engineers to prepare the Study. The Cost-of-Service Study will 

be filed with the Commission as soon as it has been completed. 

WITNESS: Len E;. Hale 



23. 
a. 

b. 

C. 

d. 

Identify the person who prepared the cost-of-service study upon 

which the proposed rate is based. 

Provide the preparer’s curriculum vitae. 

List all cases before the Commission in which the preparer has 

submitted a cost-of-service study. 

List all utilities (municipal or public) for which the preparer has 

prepared a cost-of-service study. For each utility, identify the type of 

utility service (water or sewer) for which the report was prepared. 

RESPONSE: 

This information will be provided when the Cost-of-Service Study has 

been completed. 



24. If the proposed rate is not based upon a cost-of-service study, describe 

how H W A  determined the proposed wholesale rate and state who 

participated in the determination. 

RIESPONSE: 

As discussed in response to Item 22, HWEA determined that it needed 

to increase its water revenues by approximately 37% to offset increased 

operating costs and debt service expenses. The debt service expenses will 

increase because of the expansion of the Moss Water Treatment Plant. This 

project is currently under construction. Also, electric and chemical costs 

have increased substantially. 

HWEA believed it was obligated, under the terms of the December 8, 

2005 Settlement Agreement, to increase both retail and wholesale rates by 

the same percentage. This is why HWEA increased its retail rates by 37% 

and has proposed a 37% wholesale rate increase. 

Lien Hale, Derrick W. Watson and Russell King participated in this 

detennination. Next, the HWEA Board recommended the proposed 37% 

increase to the Hopkinsville City Council. On August 20, 2009, the 

Wopkinsville City Council enacted Ordinance 1 5-2009 and approved the 

proposed rates. 

WITNESSES: Len F. Hale, Russell King and Derrick W. Watson 



25. Provide the ordinance or resolution of the Hopkinsville City Council in 

which the proposed rate adjustment was approved. 

RESPONSE: 

The Hopkinsville City Council approved the proposed wholesale rate 

increase by enacting Ordinance 15-2009 on August 20, 2009. (The new 

wholesale rates are shown at the bottom of page 5 of the Ordinance.) 

Ordinance 20-2009 was enacted on October 6, 2009 to correct a 

typographical error in Ordinance 15-2009. Both Ordinances are attached. 

WITNESS: Derrick W. Watson 



ATTACHMENT 25 

ORDINANCES 



ORDINANCE 15-2009 

AMENDING SECTIONS IN CHAPTERS 51 (SEWERAGE &WATER), 52 (WASTE WATER 
COLLECTION AND TREATMENT), AND 53 (SEWER AND WATER SERVICE RATES AND 

USER FEES) OF THE HOPKINSVILLE CODE OF ORDINANCES PERTAINING TO 
HOPKINSVILLE WATER ENVIRONMENT AUTHORITY 

WHEREAS, this item was recommended by the Committee of the Whole at the July 23, 
2009 meeting. 

MOPKINSVILLE, KENTUCKY AS FOLLOWS: 
NOW, THEREFORE, BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF 

SECTION ONE 

That Section 51 “41 of the Hopkinsville Code of Ordinances is hereby amended to read 
as follows: 

5 51.41 POWERS AND DUTIES 

The Sewerage and Water Works Commission, on behalf of the city, shall have exclusive 
supervision, management, and control of the business and affairs of the entire sewerage, a& 
water works, and anv municipal natural qas utilitv, including the Pembroke Utility Division and 
the Crofton Utility Division, both in its fiscal affairs and in the maintenance, operation, and 
extension thereof, including maintenance of the funds for redemption of bonds, operation and 
depreciation created by presently existing bond authorization ordinances, disbursements 
therefrom, the employment and the discharge of servants and agents and the fixing of their 

contracts for the expenditure of funds other than those derived from the operation of the 
sewerage and water works system without specific approval of the City Council by properly 
recorded resolution 

.. compensation. However, the Commission shall have no power to borrow money or to enter into 

SECTION TWO 

That Section 52.061 (8) (20) and (21) are amended to read as follows: 

52.06’s (5) RESTRf CTED DISCHARGES. 

(20‘, 
Cornmission pursuant to Section 53.02 of the Hopkinsville Code of Ordinances. 

AMY additional regulations as established bv the Sewerage and Water Works 

Ordinance 15-2009 
Prepared by MNEA; Edited by City Clerk’s Office 

Page 1 of 8 



Ordinance 15-2009 
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SECTION THREE 

That Section 53.18 (A-C) of the Hopkinsvilie Code of Ordinances is amended to read as 
follows: 

5 53.18 RATES AND CHARGES. 

The following schedule of rates shall apply to each Hopkinsville Division user of 
v (A) 

the waste water treatment works- 
-based on the volume of metered or estimated water 
consumption. 

insville Division Waste Water Services Monthly Rate Schedule 

Water Consumption I 
Flat Rate, Per 100 cubic feet I$2.99 I 

I Minimum bill 300 cubic feet or $8.97 I 

f 

N- . .  I- I- 

(6) The fallowing schedule of rates shall apply to each Pembroke Division user of the 
waste water treatment works. This schedule includes rates based on the volume of 
metered or estimated water consumption 

Ordinance 15-2009 
Prepared by WE%. Edited by City Clerk's Office 
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(C) The following schedule of rates shall apply to each Crofton Utility Division user of the 
waste water treatment works. This schedule includes rates based on the volume of metered or 
estimated water consumption. 

Monthly minimum for 5/8-inch meter 

Monthly minimurn for 3/4-inch meter 

Monthly minimum for I-inch meter 

1 Crofton Utility Division Waste Water Services Monthly Rate Schedule 

$8.85 per 300 cubicfeet 

$18.00 per 610 cubicfeet 

$25.37 per 860 cubic feet 

I Water Consumption per Month I Monthly Charge per 100 Cubic Feet I 
I Minimum bill 150 cubic feet or less I$M-S?- $12.50 I 
I All over 150 cubic feet I$%%--- $3.60 I 

SECTION FOUR 

That Section 53.35 of ihe tlopkinsville Code of Ordinances is amended to read as 
faliows: 

(5 53.35 MONTHLY WATER RATES. 

The monthly rates and charges for water service furnished by the system are fixed and 
established on a monthly basis as follows: 

(A) Meter miniinurn rate. 

I Rates I 

I -  4 I Monthly minimum for 1-1/2-inch meter I $45.73 per 1,550 cubic feet I 
1 Monthly minimum for 2-inch meter I $76.11 per 2,580 cubic feet I 

Ordinance 15-2009 
Prepared by HWEA, Edited by City Clerk’s Office 
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- 7 

- 8 

(B) Water consumption rates for Hopkinsville Division water usage. Subject to the minimum 
monthly water rate specified above, the following metered charges shall be made for each 100 
cubic feet of water consumption per month to customers of ail size connections to the 
Hopkinsville Division: 

Monthlv minimum for 4-inch meter 

Monthiv minimum for 6-inch meter 

$252.23 per 8,550 cubic feet 

$843.70 per 28,600 cubic feet 

- 1 

_. 2 

1 

Number of Cubic Feet of Water Per Month 

Flat Rate, Per 100 cubic feet - $2.95 

( C )  Wholesale water rates The wholesale rates for water supplied for resale shall be as 
fOllOWS 

Number of Cubic Feet of Water Per Month 

First 3.000 cubic feet 

Next 3,000 cubic feet 

Next 3.000 cubic feet 

1 - Monthly Charae Per 100 Cubic Feet 

$2.96 

$2.59 

$1 .aa 

2 

Ordinance 15-2009 
Prepared by WEA, Edited by City Clerks Office 
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Dnr hnnn)l, 

- 1 

2 
- 3 

- 4 

- 5 

- 6 

- 7 

- 8 
I 

(D) Water consumption rates for Pembroke Division usage. 

Monthlv minimum for 5/&inch meter 

- Monthly minimum for 3/4-inch meter 

Monthlv minimum for I-inch meter 

Monthlv minimum for l-l/2-inch meter 

___.__ Monthlv minimum for 2-inch meter 

Monthlv minimum for 3-inch meter 

Monthlv minimum for 4-inch meter 

Monthlv minimum for 6-inch meter 

$10.56 per 300 cubic feet 

$21.47 per 610 cubic feet 

$30.27 per 860 cubic feet 

$54.56 per 1,550 cubic feet 

$90.82 per 2,580 cubic feet 

$191.14 per 5,430 cubicfeet 

$300.96 per 8,550 cubic feet 

$1,006.72 per 28,600 cubic feet 

I -  1 I Number of Cubic Feet of Water Per Month I I 
- 2 Flat Rate, Per 100 cubic feet I$3.52 

4 

$145 I 
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(E) Water consumption rates for Crofton Utility Division usage. The following schedule of 
rates shall be made for each 100 cubic feet of water consumption per month to customers of all 
size connections to the Crofton Utility Division. 

Inside Crofton City Limits 

First 300 cubic feet 

All over 300 cubic feet 

$4444 $16.32 flat rate 

$;.lac $3.35 per 100 cubic feet 

(F) Surcharge. Crofton Utility Division customers served by the Lewis Hill Booster Station 
shall be charged a surcharge of $0.01350 per cubic foot of water usage per month until the cost 
of the installation of the pump station plus interest has been paid. 

SECTION FIVE 

That section 53.36 of the Hopkinsviile Code of Ordinances is amended to read as 
follows: 

5 53.36 FIRE SERVICE CONNECTION FEES 

Private fire protection (not metered). The rates or charges for fire protection afforded by 
private hydrants which are not metered shall be based on the respective sizes of the 
connections of such private fire hydrants, as follows: 

1 

- 7 

3 

4 

5 

6 

7 

8 

Size of Fire Hydrant Connection 

2-inch 

3-inch 

4-inch 

6-inch 

8-inch 

IO-inch 

'12-inch 

Annual Charge (Apart From Metered 
Rates) 

$46-8Q $65.00 

I S46-8Q- $65.00 

I $140.00 

$?@&& $400.00 I 
I $€34&54 $850.00 

$I;I12.28 $1,525.00 I 
1 .S%X%-66 $2.475.00 

SECTION SIX 

If any section, subsection, sentence, clause, or phrase of this ordinance is held 
unconstitutional or otherwise invalid, such infirmity shall not affect the validity of the remaining 
portions of this ordinance 

Ordinance '1 5-2009 
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SECTION SEVEN 

All ordinances or parts of ordinances inconsistent with this ordinance are hereby 
repealed. 

SECTION EIGHT 

This ordinance shall take effect September 1, 2009 after its passage and publication 
according to law. 

ORDINANCE 15-2009 
HWEA Rates 

PUBLICLY READ AND PASSED FIRST TIME: 

PUBLICLY READ AND PASSED SECOND 

APPROVED: 4”j I 

J. Daniel Kemd 
: Mayor L’ 

r 
Christine F. Upton, MMC‘ 
City Clerk 

ATTEST: . 1: i ’’3 p-)# -- 
\ 
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That Section Four' of Qrclinance 15-2009 is aniendecl to read as follows: 

$j 53.36 1MQNTHL.Y WATER RATES. 

The ruionthly rates arid charges I'oi walei service furnished by the system are fixed and 
established on a monthly basis as follows. 

(13) V M e r  consumption tates .for I lopltinsville Division wafer rrsage. Subject to tlw 
miniiniim i*flonthly wa.ler rate specified above, %he I'ullowiiig metei-ed charges shall be made foI  
each 100 cubic Feet of watei' consumption pel month to custorners of all size connections to the 
I-Iopkinsville Division 



(E) Water constimption rates for Crofton Utility Division usage. following scliedule of 
rates sliall be made for each 300 cubic feet of water consuniptioii per moiith to cxistomers of all 
size connections Eo the Crofton CJ'rility Division. 



7 . .. 

SECTION FOUR 
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26. Provide the minutes of each meeting of the Hopkinsville City Council 

since January 1, 2009 in which a proposed rate adjustment to HWEA’s 

wholesale customers was discussed. 

RESPONSE: 

Attached as composite Attachment 26 is a copy of the minutes of the 

Hopkinsville City Council meetings held on the following dates: 

July 23,2009 

August 18,2009 

August 20,2009 

September 15,2009 

October 6,2009 

WITNESS: Derrick W. Watson 



ATTACHMENT 26 

.MINUTES 



MINUTES 
of a Regular Meeting of the 

Committee of the Whole 
July 23,2009 

A previously and publicly announced regular meeting of the Committee of the Whole, a 
Standing Committee of Hopkinsville City Council, was convened at 6:Ol p-m., Thursday, July 
23, 2009 in the Council Chamber of the Lackey Municipal Building, Hopkinsville, Kentucky by 
Chairman Paul Henson. 

ROLL CALL 

Besides Chairman Henson, members in attendance were Hon. Don Ahart, Hon. Fred Atkins, 
Hon. Patricia Bell, Hon. Phillip Brooks, Hon. Ann Cherry, Hon. Jimmy Dossett, Hon. Dave 
Fernandez, Hon. Wesley Grimes, Hon. Charlie Henderson, Hon. Kimberly McCarley, and Hon. 
Marby Schlegel. 

Also in attendance were Christine F. Upton, City Clerk; H. Douglas Willen, City Attorney; J. 
Daniel Kemp, Mayor; Terry Sanders, Operations Major; Adam Robertson, Patrol Officer; Eric 
Bfeidt; Deputy Fire Chiefnraining; Larry Hulsey, Fire Battalion Chief; Robert Martin, Chief 
Financial Officer; Bob Cope, Public Works Director/Engineer; Terry Rudd, Street Department 
Superintendent; Cheryl Nichols, Human Resources Officer; and Steve Bourne, HCCPC 
Director. 

APPROVAL OF MINUTES 

Councilman Atkins moved to approve the minutes of the June 18, 2009 regular meeting; 
seconded by Councilman Ahart. All members voted aye. 

ADMINISTRATIVE MATTERS 

Department Quarterly Reports 
Chairman Henson noted the Department Quarterly Reports were included in the packet. There 
were no questions. 

Asencv/Board Council Appointee Reports 
Councilman Grimes gave a report on the Emergency Communications Center. 

Stormwater Utilitv Report 
Chairman Henson indicated the Stormwater Utility Report was included in the packet. There 
were no questions. 

Business List Review 
Chairman Henson noted the Business List was included in the packet. There were no 
questions. 

UNFINISHED BUSINESS 

None. 

Page 1 of 2 
July 23, 2009 Regular Committee of the Whole Minutes 

Prepared by Anna; Edited by Crissy; Proofed by JoAnne 



NEW BUSINESS 

CW0930 Sanctuary Funding Request 
Mr. Martin discussed the Sanctuary funding request. Councilman Henderson moved to make a 
one-time contribution of $10,000; seconded by Councilman Bell. Following discussion, all 
members voted aye. 

CW0932 Ohio Countv Balefill Contract Extension 
Chairman Henson indicated the request was included in the packet. Councilman Henderson 
moved to forward to City Council; seconded by Councilman Brooks. There being no discussion, 
all members voted aye. 

Councilman Henderson moved to take a ten minute recess; seconded by Councilman Brooks. 
Chairman Henson declared a recess at 6:22 p.m. He reconvened the meeting at 6:34 p.m. 

CW0931 HWEA Rate Increase 
Len Hale, HWEA General Manager, discussed the rate increase and answered questions from 
Committee members. Councilman Henderson moved to forward to City Council as presented; 
seconded by Councilman Brooks. There being no discussion, all members voted aye. 

OTHER 

None. 

ADJOURN 

Councilman Henderson moved to adjourn at 658 p.m.; seconded by Councilman Brooks. All 
members voted aye. 

APPROVAL CERTIFICATION 

The foregoing are true and accurate minutes of the regular Committee of the Whole meeting 
held on Thursday, July 23,2009. The minutes were approved on August 20,2009 on motion by 
Councilman Ahart; seconded by Councilman McCarley. All members present voted aye. 

A n  (Lj- 4 

ChrGtine F. Up%n, MMC 0 
I 

City Clerk 
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August 18, 2009 

A regular meeting of the City of Hopkinsville City Council was held Tuesday, August 18, 
2009 at 6:OO p.m. in the Lackey Municipal Building Council Chamber. 

INVOCATION AND PLEDGE OF ALLEGIANCE: 

Councilman Femandez opened the meeting with the invocation. Mayor Kemp then led 
the Pledge of Allegiance. 

ROLL CALL: 

Presiding Officer: J. Daniel Kemp, Mayor 

Councilmen: Honorable Don Ahart 
Honorable Fred Atkins 
Honorable Patricia Bell 
Honorable Phillip Brooks 
Honorable Ann Cherry 
Honorable Jimmy Dossett 
Honorable Dave Fernandez 
Honorable Wesley Grimes 
Honorable Charlie Henderson 
Honorable Paul Henson 
Honorable Kimberly McCarley 
Honorable Marby Schlegel (am'ved at 6:44 pm.)  

Also present were: Christine F. Upton, City Clerk 
H. Douglas Willen, City Attorney 
Glenn Abee, City Administrative Officer 
Guy Howie, Police Chief 
Ryan Seitz, Patrol Officer (anived af 6:10 pm.) 
Johnny Ezell, Fire Battalion Chief 
Bob Cope, Public Works DirectodEngineer 
Terry Rudd, Street Department Superintendent 
Robert Martin, Chief Financial Officer 
Joe Grace, Information Technology Director 
Norris Adams, Communications Systems Specialist 
Steve Bourne, HCCPC Director 

Mayor Kemp announced Councilman Schlegel would be late due to a flight delay. 

AWARDS AND RECOGNITIONS: 

Mayor Kemp recognized Ms. Upton for receiving her Master Municipal Clerk certification 
from IIMC. 

PUBLIC COMMENTS: 

None. 
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MAYOR COMMENTS: 

Mayor Kemp announced several upcoming events. 

REPORTS FROM OFFICERS. COMMITTEES AND GUEST SPEAKERS: 

Monthlv Financial Statement - Mr. Martin presented the July financial statement. 

APPROVAL OF MINUTES: 

Councilman Fernandez moved to approve the minutes of the August 4,2009 regular 
meeting; seconded by Councilman Grimes. There being no discussion, all Councilmen present 
voted aye. 

ORDINANCE 14-2009 ADOPT CH. 51.52, & 53 OF 2009 CODIFICATION (FIRST READING): 

Mr. Willen explained the necessity of this ordinance. Ms. Upton then read Ordinance 14- 
2009 adopting Chapters 51 , 52, and 53 of the 2009 codification. Moved for adoption by 
Councilman Brooks; seconded by Councilman Grimes. Following discussion, Ordinance 14- 
2009 passed on first reading by roll call vote with all Councilmen present voting aye. 

(Councilman Schlegel anived at 6:44 p.m. during reading of the following ordinance) 

ORDINANCE 15-2009 AMEND CH. 51,52. & 53 OF THE HCO, HWEA RATES (FIRST 
READING): 

Len Hale, HWEA General Manager, explained the necessity of the proposed 
amendments. Ms. Upton read Ordinance 15-2009 amending Chapters 51,52, and 53 of the 
HCO regarding HWEA. Moved for adoption by Councilman Femandez; seconded by 
Councilman Henderson. Following discussion, Councilman Cherry made a motion to remove 
Section 51.41 from the Ordinance to allow further City Council review. The motion died for lack 
of a second. Ordinance 15-2009 passed on first reading by roll call vote with all Councilmen 
voting aye except Councilman Cherry who voted nay. 

ORDINANCE 16-2009 ESTABLISH 2009 PROPERTY TAX RATES (FIRST READING): 

Mr. Martin explained how the tax rates were calculated. Ms. Upton read Ordinance 16- 
2009 establishing the 2009 property tax rates. Moved for adoption by Councilman Brooks; 
seconded by Councilman Henderson. Following discussion, Ordinance 16-2009 passed on first 
reading by roll call vote with all Councilmen voting aye except Councilmen Cherry and Dossett 
who voted nay. 

EXECUTIVE ORDER 41 -2009 LIBRARY BOARD APPOINTMENT: 

Ms. Upton read Executive Order 41-2009 reappointing William G. Deatherage, Jr. No 
Council action was required. 
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EXECUTIVE ORDER 42-2009 STORMWATER UTILITY BOARD APPOINTMENT: 

Ms. Upton read Executive Order 42-2009 reappointing Kelley C. Workman. Moved for 
adoption by Councilman Henson; seconded by Councilman Schlegel. Following discussion, 
Executive Order 42-2009 passed by voice vote with all Councilmen voting aye. 

OTHER: 

None. 

COUNCIL MEMBER COMMENTS: 

Comments were made by Councilman Femandez. 

ADJOURNMENT: 

Councilman Fernandez gave the Adjourning Thought. 

Councilman Fernandez moved to adjourn at 7:29 p.m.; seconded by Councilman 
Schlegel. All Councilmen voted aye. 

Minutes approved at the City Council meeting held on the I" day of ?Fl?'lk?' , 
2009. 

PRESIDING OFFICER: 

/'I n Mayor 

ATTEST: 

City Clerk 
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August 20,2009 

A special called meeting of the City of Hopkinsville City Council was held Thursday, 
August 20,2009 at 5:34 p.m. in the Lackey Municipal Building Council Chamber. 

INVOCATION AND PLEDGE OF ALLEGIANCE: 

Mayor Kemp opened the meeting with the invocation. He then led the Pledge of 
Allegiance. 

ROLL CALL: 

Presiding Officer: J. Daniel Kemp, Mayor 

Councilmen: Honorable Don Ahart 
Honorable Fred Atkins 
Honorable Ann Cherry 
Honorable Jimmy Dossett (anived at 5:37 p.m.) 
Honorable Dave Femandez 
Honorable Wesley Grimes 
Honorable Charlie Henderson (anived at 537 pm.) 
Honorable Paul Henson 
Honorable Marby Schlegel 

Absent were: Honorable Patricia Bell 
Honorable Phillip Brooks 
Honorable Kim McCarley 

Also present were: Christine F. Upton, City Clerk 
H. Douglas Willen, City Attorney 
Glenn Abee, City Administrative Officer 
Guy Howie, Police Chief 
Ralph Lageman, Detective Captain 
Bob Cope, Public Works DirectodEngineer 
Robert Martin, Chief Financial Officer 
Joe Grace, Information Technology Director 
Noms Adams, Communications Systems Specialist 
Steve Bourne, HCCPC Director 
Holly Boggess, HCCPC Assistant Director 

Mayor Kemp announced Councilman Brooks was absent due to a scheduling conflict. 

(Councilmen Dossett 8, Henderson anived at 5:37 p.m. during readjng of the following ordinance.) 

ORDINANCE 14-2009 ADOPT CH. 51,52. & 53 OF 2009 CODIFICATION (SECOND 
READING): 

Ms. Upton read Ordinance 14-2009 adopting Chapters 51, 52, and 53 of the 2009 
codification. Moved for adoption by Councilman Femandez; seconded by Councilman Schlegel. 

Page 1 of 2 
Minutes August 20,209 cc sc 

Prepared by Anna; Edited by Crissy; Proofed by JoAnne 



There being no discussion, Ordinance 14-2009 passed on second reading by roll call vote with 
all Councilmen present voting aye. 

ORDINANCE 15-2009 AMEND CH. 51.52, & 53 OF THE HCO, HWEA RATES (SECOND 
READING): 

Ms. Upton read Ordinance 15-2009 amending Chapters 51 , 52, and 53 of the HCO 
regarding HWEA rates. Moved for adoption by Councilman Femandez; seconded by 
Councilman Grimes. Following discussion, Ordinance 15-2009 passed on second reading by 
roll call vote with all Councilmen present voting aye except Councilman Cherry who voted nay. 

ADJOURNMENT: 

Councilman Femandez moved to adjourn at 553 p.m.; seconded by Councilman 
Schlegel. All Councilmen present voted aye. 

Minutes approved at the City Council meeting held on the day of .%p)ember , 
2009. 

PRESIDING OFFICER: i)K&mp 
J ani 

.” n Mayor 

ATTEST: # 

City Clerk Y 
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September 15,2009 

A regular meeting of the City of Hopkinsville City Council was held Tuesday, September 
15, 2009 at 6:OO p.m. in the Lackey Municipal Building Council Chamber. 

INVOCATION AND PLEDGE OF ALLEGIANCE: 

Pledge of Allegiance. 
Councilman Bell opened the meeting with the invocation. Mayor Kemp then led the 

ROLL CALL: 

Presiding Officer: J. Daniel Kemp, Mayor 

Councilmen: Honorable Don Ahart 
Honorable Fred Atkins 
Honorable Patricia Bell 
Honorable Phillip Brooks 
Honorable Ann Cherry 
Honorable Jimmy Dossett 
Honorable Dave Fernandez 
Honorable Wesley Grimes 
Honorable Charlie Henderson 
Honorable Paul Henson 
Honorable Kimberly McCarley 
Honorable Marby Schlegel 

Also present were: Christine F. Upton, City Clerk 
H. Douglas Willen, City Attorney 
Glenn Abee, City Administrative Officer 
Pat Lageman, Detective Captain 
Terry Parker, Patrol Sergeant 
Fagan Pace, Fire Chief 
Bob Cope, Public Works DirectodEngineer 
Terry Rudd, Street Department Superintendent 
Robert Martin, Chief Financial Officer 
Joe Grace, Information Technology Director 
Steve Bourne, HCCPC Director 
Dave Herndon, HCCPC Manager of Planning 

AWARDS AND RECOGNITIONS: 

None. 

PUBLIC COMMENTS: 

John Fuqua, Lone Star Pawn Shop, 301 East 21" Street, spoke in opposition of 
Ordinances 17-2009 and 18-2009 and referred to a letter handed out which was prepared by his 
attorney, Ben Fletcher. 
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MAYOR COMMENTS: 

Mayor Kemp announced several upcoming events. 

REPORTS FROM OFFICERS, COMMITTEES AND GUEST SPEAKERS: 

Monthlv Financial Statement - Mr. Martin presented the August financial statement. 

Surface and Stormwater Utilitv Report - Mr. Bourne gave a Surface and Stormwater Utility 
report and answered questions from Council. 

&APPROVAL OF MINUTES: 

Councilman Atkins moved to approve the minutes of the September 1 , 2009 regular 
meeting; seconded by Councilman Fernandez. There being no discussion; all Councilmen 
voted aye. 

ORDINANCE 17-2009 AMEND CH. 114.01, JUNK AND SECONDHAND DEALERS (SECOND 
READING): -__ 

Ms. Upton read Ordinance 17-2009 amending Chapter 114.01 of the HCO regarding 
junk and secondhand dealers. Moved for adoption by Councilman Henson; seconded by 
Councilman Brooks. Following discussion, Councilman Cherry made a motion to table 
Ordinance 17-2009 until the City received an opinion from the Attorney General. The 
amendment failed for a lack of a second. Ordinance 17-2009 passed on second reading by roll 
call vote with all Councilmen voting aye except Councilman Cherry who voted nay. 

ORDINANCE 18-2009 AMEND CH. 115, PRECIOUS METALS (SECOND READING): 

Ms. Upton read Ordinance 18-2009 amending Chapter 115 of the HCO regarding 
precious metals. Moved for adoption by Councilman Brooks; seconded by Councilman 
Fernandez. Following discussion, Ordinance 18-2009 passed on second reading by roll call 
vote with all Councilmen voting aye except Councilman Cherry who voted nay. 

ORDINANCE 19-2009 ADOPT 2009 CODIFICATION (SECOND READING): 

Ms. Upton read Ordinance 19-2009 adopting the 2009 codification. Moved for adoption 
by Councilman Henderson; seconded by Councilman Schlegel. There being no discussion, 
Ordinance 19-2009 passed on second reading by roll call vote with all Councilmen voting aye. 

ORDINANCE 20-2009 AMEND ORD. 15-2009, HWEA RATES (FIRST READING): 

Mr. Hale provided an explanation for the amendment. Ms. Upton read Ordinance 20- 
2009 amending Section Four of Ordinance 15-2009 regarding water rates. Moved for adoption 
by Councilman Fernandez; seconded by Councilman Brooks. There being no discussion, 
Ordinance 20-2009 passed on first reading by roll call vote with all Councilmen voting aye. 
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EXECUTIVE ORDER 44-2009 LDC APPOINTMENT: 

Ms. Upton read Executive Order 44-2009 correcting the term length of Peg Hays. No 
Council action was required. 

EXECUTIVE ORDER 45-2009 RENAISSANCE DESIGN REVIEW BOARD APPOINTMENTS: 

Ms. Upton read Executive Order 45-2009 appointing Katherine Demps and Tony Kirves 
and reappointing Alissa Young. No Council action was required. 

OTHER: 

Councilman Dossett asked questions regarding Leads Online. 

COUNCIL MEMBER COMMENTS: 

Comments were made by Councilmen Fernandez, Schlegel, Bell, and Atkins. 

ADJOURNMENT: 

Councilman Bell gave the Adjourning Thought. 

Councilman Fernandez moved to adjourn at 7:l I p.m.; seconded by Councilman 
Grimes. All Councilmen voted aye. 

Minutes approved at the City Council meeting held on the  day of & 
2009. 

PRESIDING OFFICER: 

A Mayor 

ATTEST: 

City Clerk 
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October 6, 2009 

A regular meeting of the City of Mopkinsville City Council was held Tuesday, October 6, 
2009 at 6:OO p.m. in the Lackey Municipal Building Council Chamber. 

IMVOGATIQN AND PLEDGE OF ALLEGIANCE: 

Councilman Dossett opened the meeting with the invocation. Ma.yor Kemp then led the 
Pledge of Allegiance. 

ROLL CALL: 

Presiding Officer: 

Councilmen: 

Absent were: 

Also present were: 

J. Daniel Kemp, Mayor 

Honorable Don Ahart [arrived at 6:W p.rn.) 
Iionorable Fred Atkins 
Idonorable Patricia Bell (arrived at 6:06 p.m.) 
Honorabie Phillip Brooks [arrived af 6:05 p.rn.) 
Honorable Ann Cherry 
Honorable Jimmy Dossett 
Honwable Dave Fernandez 
IIonoPable Wesley Grimes 
Hongrable Charlie Henderson 
Hmorable Kimberly McCariey 

Honorable Paul Henson 
Honorable Marby Schlegel 

Christine F. Upton, City Clerk 
Foster Cotthoff, City AJtomsy's Office 
Glenn Abee, City Administrative Officer 
Terry Sanders, Police Major 
Joe Garcia, Patrol Officer 
Larry H ulsey, Fire Battalian Chief 
Bob Cope, Public Works Director/Engineer 
Robert Martin, Chief Financial Officer 
Joe Grace, Information 'Technology Director 
Norris Adams, Communications Systems Specialist 
Angela Satterlee, I-ICCPC Manager o i  Comrixmity f-leveloptnen'r 
David Carroll, E91 'I Coordinator 
Steve Bourne, HCCPC I3irector 

Mayor Memp announced Cor.tncilmen Henson and Schlegel were? out of town 

Recognize !rash for Cash Recinients - Mayor Kemp presented checks ea All Ilations House of 
Prayer M~4sic Department, lJsher Group, RAinistets Group, A New Horizon of F7urpose, Youth 
Group, and Choir. He also presented checks to Holiness Church of Deliverance and North 
Drive Middle School Lady Eagles Basketball Team. 

Page I O f 4  
Minutes October 6,2009 cc 

Prepared by Crissy; Proofed by Anna & JoAnne 



I__-__-______." Swear in I-1PD Officer Brian Sinilh - Mayor Ketrip introduced and administered the Oath of 
Office to Officer Brian Smith. 

Recoaiiize Recently Promoted HPD Corporal Jeff Stevenson - Mayor Kenip infrociuced Jeff 
Stevenson who was recently promoted to corporal. 

PUBLIC COMMENTS: 

Peggy Guier, present on behalf of Troy & Sue Guier of 5365 Russellville Road, spoke to 
oppose any portion of the Flood Hazard Mitigation Plan relating to construction of a dry dam. 

Lewis Hopper, 407 James Drive, asked Council to do whatever needed to be done to 
address flooding problems. 

Teresa Medeiros, Hunting Creek Subdivision, requested Council take action to address 
the flooding problems. 

MAYOR COMMENTS: 

Mayor Kernp announced several upcoming events. 

REPQRTS FROM OFFICERS, COMMITTEES AND GUEST SPEAKERS: 

None. 

Councilman Fernandez moved to approve the minutes of the September 15, 2009 
regular meeting; seconded by Councilman Afkins. There being no discmssion, all Councilmen 
present voted aye. 

Ms. Upton read Ordinance 20-2009 amending Section Four of Qrdinance '15-2009 
regarding water rates. Moved for adoption by Councilman Broolts; seconded by Councilman 
Bell. TIwre being no discussion, Ordinance 20-2009 passed on second reading by rd l  call vote 
with all Councilmeri present voting aye. 

Ms. ilptun read Ordinance 21.2009 amending war& of the city. Mavert for adoption by 
Councilinan Broolts, seconded by Councilinan Feinandez. There being no discussion. 
Ordinance 22-2009 passed on first reading by roll call vote with all Counciimeii present voting 
aye 

Ms. Uptoii read Municipal Order 49-2009 approving installation of speed humps cn West 
18"' Street near the main entrance of Jennie Stuart Medical Center. Moved for adoption by 
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Councilman Grimes; seconded by Couiicilinan Fernandez There being no discussion, 
Municipal Order 49-2009 passed by voice vote with all Councilmen present voting aye. 

MUNICIPAL ORDER 50-2009 AUT'HQRIZE SUBMlSS16N OF FLBQD HAZARD M5TfGATM 
PLAN: 

Ms. Upton read Municipal Order 50-2009 authorizing the submittal of the draft Flood 
Hazard Mitigation Plan. Moved for adoption by Councilman Brooks; seconded by Councilman 
Grimes. Following discussion, all Councilmen present voted aye. 

MUNICIPAL ORDER 51 -2009 ACCEPT NICK TERHUNE BLVR. EXTENS!= 

Ms. Upton read Municipal Order 51-2009 accepting Nick Terbune Blvd. Extension. 
Moved for adoption by Councilman Henderson; seconded by Councilman Brooks. There being 
no discussion, Municipal Order 51-2009 passed by voice vote with all Councilinen present 
voting aye. 

MUNICIPAL ORDER 52-2009 ACCEPT SECRETARIAT W A X  

Ms. Upton read Municipal Order 52-2009 accepting a portion of Secretariat Way Moved 
for adoption by Councilman Ahart; seconded by Councilman Grimes. There being no 
discussion, Municipal Order 52-2009 passed by voice vote with all Councilmen present voting 
aye. 

EXECUTIVE ORDER 46-2009 BEAUTIFICATION COMMISSIQN APPOINTMENT: 

Ms. Upton read Executive Order 46-2009 appointing Alphonso Billy to fill the unexpired 
term of Kurt Anderson. Moved for adoption by Councilman Henderson; seconded by 
Councilman Brooks. There being no discussion, Executive Order 463-2009 passed by voice vote 
with all Councilmen present voting aye. 

Ms. Up'ron read Executive Order 47-2009 appointing Dr Kim I-lenegan to fill the 
unexpired Perm of Johan Westenburg. Moved for adoption by Councilman Atltins; seconded by 
Couiicilrnan I\/lcCarlsy. There being no discussion, Executive Order 47-2009 passed by voice 
vote with all Councilmeii present voting aye 

--.- QTIjEW: 

None. 

Councilinan Dossett gave the Adjourning Thought. 
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Councilinan Fernandez moved lo adjourn at '7.02 p,iii.; seconded by Councilman Bell 
All Councilmen present voted aye. 

I"....."_ - 
~ .~ I 

.-.__*- ---...-...- 
,, , J  ;," ;.  ; ' i -  f ! / d. ,i L..... ,I 

Minutes approved at the City Council meeting held on the ' 'Y''.-. - day of ._._---I ?.. :..' 1:: !' ''. "' 
2009. 

City Clerk 
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27. Provide a copy of all correspondence, electronic mail messages, or other 

written communications between HWEA and its wholesale customers since 

January 1,2007 regarding revisions to HWEA’s wholesale rate. 

RESPONSE: 

Representatives of H W A  and CCWD met on three (3) occasions to 

discuss the proposed wholesale rate increase. These meetings occurred on: 

July 23,2009: Prior to Hopkinsville City Council Meeting 

August 3,2009: CCWD Offices - Special Meeting 

August 2 1,2009: Cayce Mill Supply 

Attached as composite Attachment 27 is a copy of all 

correspondence, electronic mail messages or other written Communications 

between HWEA and CCWD regarding the proposed wholesale rate increase. 

WITNESS: Derrick W. Watson 



ATTACHMENT 27 

CORRESPONDENCE 

BETWEEN 

HWEA AND CCWD 



July 9,2009 

Mr. James Owen, Manager 
Christian County Water District 
P.O. Box 7 
Hopkinsville, KY. 4224 1-007 

Subject: Proposed Wliolesale Rate Increase 

Dear kfr. Owen: 

HWEA will be proposing a water rate increase to the Hoplcinsvilie City Council in 
August 2009. ' n e  purpose of the proposed rate increase is to support the indebtedness 
for the expansion arid upgrade of the Moss WTP. HWEA is expanding and upgrading the 
Moss WTP from 10 MGD capacity to 15 MGD. Bids were received on June IS,  2009 
and construction should begin in late suinmer or early Fall. During both 2007 and 2008, 
the Moss WTP exceeded 85% of its capacity on 100 or more days. The expansioii of the 
Moss WTP is needed to ensure adequate processed water for our customers. 

HWEA will be proposiiig to the Hoplcinsville City Council the following wholesale water 
rates as established by Agreement 0 1-2005 between HWEA and the CCWD: 

Rate/ 100 CF Equivalent Rate/ 1000- 
First 3000 CF $2.96 s.3.96 
Next 3000 CF S2.59 $3.47 
All Over GOO0 CF $1.88 $2.52 

rates will go into effect for the CCbW 6 months after being approved by the 
City Council consistent with Agreement 01 -2005. 

estions, 

D' 
Dehick W, W atsoii 
Director of Technical Operations 



. .  . 
. ... - 

- ,  . .. . - . .  . . & . .  . . . .  . .  

July 16,2009 

Mr. Aslibel Bru~ison, 1111, Cha-innan 
C1x-i s ti an County Water Dis ti-i c t 
P.O. Box 7 
Hoplcinsville, KY. 42240 

Subject: Ennergency Connectioiis 

Dear Mr. Ri-unson: 



Page 1 of 1 

From: Derrick Watson [dwatson@hwea-ky.com] 

Sent: Friday, JUIY 17, 2009 4:29 PM 
To: Len Hale (E-mail) 

Subject: CY 2009 Rate Increase - CCWD 

Len, this afternoon I returned a call from James Owens T # 886-3696 about the Emergency Interconnect 
Agreements and the upcoming proposed rate increase. 

James stated the South Hopkins is a framework for the other agreements and that he would be glad to 
provide once they are developed. He also requested that at some point he would need additional financial 
information in order to review and present to his Board about the proposed rate increase. 

I told James Russell and I plan to attend CCWD's 08/06/2009 meeting @ 7:OO am in order to answer any 
questions they may have about either issue. 

Thanks. 



- 
Io: MI-. Ashbel Brunson, I l l ,  Chairman 

Christian Coun-iy Wlater District 
PO Box 7 
Hopkinsville, KY 42240 

Derrick Watson, Director of Operations From: 

Date: 0712 712 009 

S M bj ect: CY 2009 - Proposed Rate Increase 
Ciiiiistiai-i County Water Disttici 
Request For In.forsrtatioi: 

I ransinithi f 13.7 - 
A i  . .. .. . .8."L&..-.&'..,..b,..L 

1. .. .. .. .. .. .. . . . . .I 

I 

i hank yoin for the opportiinily %o present this information. If you have any questions ~r coinmetits, please 
contact me ai your earliest convenience, T 8 270-887-4'129. 

eiiclosures: As Listed Within Body CG Mernc 

cc: HWEA Board Members 
Len Ilalc, I iWE4 General Manager 
Jack Lackey, MWW Attorney 
R~issell, King, H \ E A  Director of Finarm 

c:\i~wea\agencies\CCWD\2009\n7272iZOOQ~SAB .doc 



Total Revenue $4,578,289.'14 
Total Sales - CCWD $766,933.45 

GCWD % of Total SaUes ?I 6.35% 
I I - 

Expense Cattagorbs FY 08-09 CCWD % Sailes 
Water Expenses 86.75% 

I I 7 
operations 

Source of Supply $455,226.37 $76,250.42 

Mass WTP , $l.O05,083.54 , $168.351.49 

Annual W P  Indebtedness $530,000 $88,775.00 
(Projected) 



TO: David Jolinson, C C m  Board Member 

OM: L,en Hale 

ATE: July 27,2009 

JECT: Copies of Rate Increase Work Papers 

In our telephone conversation of July 23, 2009, during which we discussed the proposed 
water rate increase, you requested that I send you copies of my liandwiitten work papers 
regarding: 1) calculations showing that the proposed rate increase for HWEA - 
Hopltinsville Division is a 3 7% increase (although individual customers may receive 
more or less increase), and 2) calculations on the impact of the proposed wholesale rate 
increase on the average CCWD customers using 4000 gallons per month of water. 

The first sheet shows that the proposed rate increase (flat rate for Hopltinsville of 
$2.95/100 CF) will generate about 40% in additional revenues for the Hoplcinsviile 
Division. We had detetinined that HWEA needs at least a 37% increase in revenues to 
cover project needs and indebtedness in the water depai-tment. These calculations show 
that the increase of Hopltinsville Division rates to a flat rate should produce the minimum 
37% increase in water revenues. The calculations assume no additional losses in large 
revenue sources and no large increases in expenses from niajor suppliers such as power 
and chemicals. 

The second sheet reflect my calculations on how the proposed wholesale rate increase 
will impact the average CCWD water user of 4000 gallons per month. 

I hope you can read my writing. If you have any questions, please contact me. 

attachments 
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TO: klr. Ashbel Brunson, I l l ,  Chairman 
Christian County Water District 
PO Bo;: 7 
Hopkinsville, IC( 42240 

Derrick Watson, Director of Operations From: 

Date: 08/10/2009 

Subject: CY 2099 - Proposed Rate Increase 
CIiris.2ian County Warier District - Request For information 
Transmittal $02 

L.L&.L->"L.,..L*..-.& . . . . . . . . . . . . . . . . . .. . . ..*A .. .. 

Thank you %or the opportiiniiy io present this information. IF you have any questions or ccarnrnents, please 
contact me at your earlliest convenience, T R 270-887-4129. 

enclosures: As Listed Within Body of Memo 

cc: HWEA 5 ~ a r d  Members 
Len Hale, MWEA General Manager 
Jack Lackey, HWEA Attorney 
Russell, King, HWEA Director of Finance 

c V1wea\agencies\CCWD\2009\08052009.SAB.doc 
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TO: Mr. Ashbel Bruixon, 811, Chairman 
Christian County Water District 
PO 50x7 
Hopkinsville, M"b 42240 

Derrick Watson, Director of Operations 
- -  - /  

From: 

Date: 08/24/2009 

cc: WbVEA Board Msrnbers 
ken Hale. HWEA General Manager 
Jack Lackey, HWEA Attorney 
Russell, King, HWEA Director of Finance 
c:bwea\agencies\C C W D\2009\08242QO% SA B . doc 



HWEA / CCWD 
MEETING MINUTES 

Date: 0812 1 /2009 
Time: 
Location: 
Attendees: 

8:15 am - 9:00 am 
Cayce Mill Supply - 2225 Pembroke Road, Hopkinsville 
Mr. Ash Brunson, Christian County Water District Chairman 
Mr. David Johnson, CCWD Board Member 
Mr. Breck Cayce, HWEA Board Member 
Mr. Derrick Watson, HWEA Director of Operations 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

A meeting was held as noted above in order to discuss HWEA's proposed 37% rate increase. 
The following topics were discussed; 

# 1. CCWD asked if the 37% increase is negotiable rate since a previous negotiation reduced 
the initial offering from 62% to 30% ? 

# 2. CCWD is not opposed to a general rate increase, but considers 37% unreasonable - from 
$ 1.37 per 100 cf / $ 1.83 per 1,000 gals to $ 1.88 per 100 cf / $2.52 per 1,000 gals. 

# 3. CCWD offered a KRWA table noting average wholesale price for water District's across the 
state with the average being $ 2.09 per 1,000 gals. 

# 4. CCWD countered $ 1.61 - $ 1.65 per 100 cf or $2.15 - $2.20 per 1,000 gals and asked 
that HWEA consider the lesser rate. 

# 5. CCWD would like to raise the per day purchase cap to 4 MG at some point in the future. 

# 6. CCWD stated Logan-Todd has offered to sell CCWD water at a rate less than $2.50 per 
1,000 gals. 

# 7. CCWD offered a spreadsheet prepared by James Owen noting the portion of indebtedness 
incurred by CCWD should only be $ 0.15 per 1,000 gals not $ 0.67 per 1,000 gals as 
requested. 

# 8. CCWD noted the terms and conditions pertaining to the Pembroke Road / US 68/80 
territory transfer(s) remain valid and actionable. 



HWEA / CCWD Meeting Minutes 
08/2 1 /2009 
Page 2 

# 9. CCWD considers the Rosetown Road territory transfer request moot since the immediate 
area just outside of Pembroke is now served by CCWD. 

# I O .  CCWD considers it appropriate to request territory from CCWD as the City develops and 
sanitary sewer is to be made available to territory such as the Mega-site. 

# 11. CCWD has no interest in becoming a sewer utility and was not specifically aware of the 
Lafayette sewer project noted in the Pennyrile Water Management Council’s project list. 

# 12. CCWD stated they generally believe there to be approximately 500 - 600 more customers 
that will need to be served with potable water in order to comply with then Governor Patton’s 
2020 goal of supplying potable water to all county resident‘s. 

Seeing no further discussion, the general consensus is both parties would proceed with the 
PSC hearing in order to verify the validity of the requested rate increase. 

END of MEETING 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Attach men ts : Item # 03 - KRWA Water District Cost Per 1,000 gals 
Item # 07 - “Using HWEA Cost As Presented” 
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G A 

h n d  Cost per Cast per 1,000 
cost gallons 

$ 244,601 $0.524 



From: Derrick Watson [dwatson@hwea-ky.com] 

Sent: 

To: 'jamesowen@newwavecomm.net' 
Subject: HWEA CY 2008-2009 Finished Water Delivered To Mains - 2,183,557,000 gals 
Good morning James and trust all is well. 

Wednesday, September 02,2009 10:40 AM 

Per our meeting yesterday, you requested HWEA's total gallons (Finished Water) Delivered To Mains for 
CY 2008-2009 . Our records indicate that value is 2,183,557,000 gallons. 

Please let me know if you need any additional information or if I may be of further assistance. 

Thank you !! 

Sincerely, 

Derrick Watson 
HWEA Director of Operations 
T # 270-887-4 129 
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Hopkhsvllle Water Environment Authority 
401 East 9th street P.O. Box 528 HopMnsvme, Kentucky 42241-0628 

Len F. Hale 
General Manager 

Phone (270) 887-4246 
Fax (270) 887-4244 

September 1,2009 

HAND DELIYERED 

Mr. Ashbel Brunson, 111, Chairman 
Christian County Water District 
PO Box 7 
Hopkinsville, KY 42241 -0007 

RE: Wholesale Rate Increase 

Dear Chairman Brunson: 

As you know, on August 20, 2009 the Hopkinsville City Council enacted Ordinance 15- 
2009. This Ordinance increases water rates for all HWEA customers: retail, 
commercial, industrial and wholesale. The new water rates will become effective for all 
HWEA customers, except Christian County Water District (“CCWD”), on September 1 , 
2009. The new rate for CCWD will become effective as soon as it is approved by the 
Kentucky Public Service Commission (“PSC”). 

Enclosed are the following documents: 

1. PSC Tariff Sheet showing the current rates, the proposed rates and the 
percentage increase; and 

2. Notice that HWEA has filed the attached Tariff Sheet with the PSC and that 
CCWD has 30 days to file a written objection with the PSC or to request to 
intervene in this matter. 

- I -  
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The rate increase is a result of increased operating expenses and additional debt service 
expenses associated with recent improvements to HWEA's water system. The proposed 
CCWD wholesale rate represents a 37% increase for all usage blocks. All water used 
by CCWD over 6,000 cubic feet will be billed at a rate of $1.88 per 100 cubic feet. 
This is an increase of $0.51 per 100 cubic feet. In contrast, large industrial retail 
customers of HWEA will experience a much larger increase -- approximately 92% 
(eom $1.54 to $2.95 per 100 cubic feet). This is an increase of $ I .41 per 100 cubic feet 
for all water usage over 6,000 cubic feet. 

HWEA has made every effort to explain to CCWD, to the Hopkinsville City Council 
and to the public that the rate increase is necessary to enable HWEA to provide its 
customers, including CCWD, with safe, dependable and adequate water service. 
HWEA regrets that, to date, it has been unsuccessful in convincing CCWD that the 
proposed wholesale rates are fair, just and reasonable rates. Therefore, HWEA has no 
option except to seek PSC approval of the proposed wholesale rates for CCWD. 

Sincerely, 

Hopkinsville Water Environment Authority 



Hopkinsville Water Environment Authoritv 
(Name of Utility) 

FOR Hopkinsville, KY 
Community, Town or City 

P.S.C. KY. NO. 

1" Revised SHEET NO. 1 

CANCELLING P.S.C. KY. NO. 

Original SHEETNO. 1 - 
RATES & CHARGES 

Monthly Wholesale Water Rate 

First 3,000 cubic feet 
Next 3,000 cubic feet 
Over 6,000 cubic feet 

Rate per 100 cubic feet Equivalent Rate per 1,000 Gallons 
$ 2.96 $ 3.96 
$ 2.59 $3.47 
$ 1.88 $2.52 

DATE OF ISSUE Ssotember I .  2009 -- 
Month i Date / Ymr 

DATE EFFECTIVE October 5, 2009 

ISSUED BY 

TITLE Chairman 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COILl3lISSION 

INCASENO. NIA DATED NI.4 



NOTICE 

Notice is hereby given that on or about September 3, 2009, Hopkinsville 
Water Environment Authority (“HWEA”) will file a proposed rate schedule with 
the Public Service Commission (“PSC”) which will increase by thirty-seven 
percent (37%) the rates it currently charges to Christian County Water District 
(“CCWD”) for wholesale water service. HWEA proposes to charge the proposed 
rates for wholesale water service effective on and after October 5, 2009. The 
current rates, proposed rates and the percentage increase for each usage block are 
as follows: 

RATES PER 100 CII’TBIC FEET 

----.- 
I e - -  1 Current Rates I ProDosed Rates I YO I n c r e a s J   first 3,000 cubic feet I $ 2.16 I . $ 2.96 ;;; Next - 3,000 -- cubic feet -- $ 1.89 -- $ 2 . 5 9 7  
Over 6.000 cubic feet 3 1.37 $ 1.88 3 7% 

EQUIVALENT RATES PER 1,000 GALLONS 

First 3,000 cubic feet 
Next 3,000 cubic feet $2.53 ---- 
-000 cubic feet S 1.83 9; 2.52 37% 

The rates contained in this Notice are the rates proposed by WWEA. 
However, the PSC may order rates to be charged that differ from the proposed 
rates contained in this Notice. 

-1- 



NOTICE OF RIGHT TO INTERVENE 

CCWD and any corporation, association, or person with a substantial 
interest in this matter may, within thirty (30) days after receipt of this Notice, file a 
written request to intervene. Intervention may be granted beyond the thirty (30) 
day period for good cause shown. Any motion by CCWD or any other person 
desiring to intervene shall be submitted to the Public Service Commission, 21 1 
Sower Blvd., PO Box 615, Frankfort, Kentucky 40602; Attn: Jeff Derouen, 
Executive Director (telephone 502-564-3940), and shall set forth the grounds for 
the request, including the status and interest of the party intervening. 

Any person may examine and obtain copies of ETWEA’s application and 
other filings at HWEA’s office located at 4.01 E. Ninth Street, Hopkinsville, 
Kentucky (contact Derrick W. Watson at 270-557-4237) or at the PSC’s offices at 
2 1 1 Sower Boulevard, Frankfort, Kentucky (telephone 502-564-3940). The 
proposed rate schedule may also be viewed at the Public Service Commission’s 
website at http://psc.kv.gov/trf/trfnnain.aspx. 

HOPKJNSVTLLE WATER ENVIRONMENT AUTHOFUTY 
PO BOX 625 
401 E. NINTH STREET 
HOPKINSVILLE, KENTUCKY 4224 1 
ATTN: DERRICK W. WATSON 
TEL: 270-8 574237 

-2- 

http://psc.kv.gov/trf/trfnnain.aspx


28. Provide all contracts for water service between HWEA and Christian 

County Water District that have not been filed with the Commission. 

RESPONSE: 

Attached are two (2) agreements between HWEA and CCWD which 

have not been filed with the Commission. 

June 19, 1996: 

December 8,2005: Settlement Agreement 2-2005 

Contract Modification Agreement 

WITNESS: Derrick W. Watson 



ATTACHMENT 28 

AGREEMENTS BETWEEN 

HWEA AND CCWD 



CONTRACT MODIFICATION AGREEMENT 

THIS AGREEMENT is made and entered into by and between the City of 
Hopkinsville, Sewerage and Water Works Commission d/b/a Hopkinsville Water 
Environment Authority (hereinafter HWEA) and the Christian County Water District 
(hereinafter County) and is dated as of the 1944 day of J ude ~ 1996. 

rc 

W E A S  the Caunty has requested reconsideration of rates charged for the sale 
of treated water by the HWEA to the County and the County has requested that the 
formula for determining water rates as presented in the 1973 Water Service Contract be 
revised; and 

WHEREAS the County has a certain service territory set out in an Order of 
Christian Fiscal Court dated November 13, 1967, said service territory consisting of land 
located outside of the water service boundaries of the cities of Hopkinsville, Crofton, 
Pembroke, and Oak Grove; and 

WHEREAS HWEA has requested that the County cede temtory along US 
Highway 4 1 -A south fiom the present N A  boundary and all fbture non-residential 
customers; 

IT IS THEREFORE A G M E D  AS FOLLOWS: 
.. 

1 WATER RATE ADJUSTMENT: The I-IWEA has agreed to adjust the current 
water rate to the County and to amend the contract conditions for determining future rate 
increases as follows: 

a. Beginning in July I ,  1996 and continuing until June 30, 2001, the water rate 
fi-om M A  to the County will be $1.44 per 1000 gallons for the first 10,000,000 
gallons per month. All water purchased by the County in excess of 10,000,000 
gallons per month will be billed at a rate of $1.5425 per 1000 gallons. The contract 
conditions requiring a rate evaluation and adjustment every three years is hereby 
rescinded. 

b. Beginning July 1, 2001, the new rates charged by W A  to the County for the 
purchase of treated water will be based upon an index of 1.3 times the applicable 
City rates. The rates will only change as the City rates change. 



2. MASTER METER INSTALLATION: The W A  shall relocate the existing 
master meter at KY 161 3 to another appropriate location to be detennined by the County 
at no charge. Furthermore, two other master meters will be installed at no cost to the 
County by the M A  within a reasonable period. 

3 .  SERVICE TERRITORY BOUNDARY ADJUSTMENT: The service 
temtory of HWEA and the County shall be adjusted to include the following changes: 

a. The HWEA service boundary for US 4 1 A shall include all customers located 
within 1000 feet of the center line of each outside lane (closest to US 4 1 A WW) on 
both sides of the said highway running from the present southern most boundary of 
the HWEA service territory to the north side of Interstate 24. 
which fronts IJS Highway 4 I A and is entirely or partially within the 1000 foot 
service areas will be entirely served by HWEA. All existing customers of the County 
located within the 1000 foot service area along US Highway 41A will be 
relinquished to the M A  on or before July 1 ,  1996, except for Pleasant View 
Acres and the Harry Berry Trailer Park. The existing 8” PVC water main along US 
Highway 41A from KY 1613 to Locust Grove Road will be transferred to the 
HWEA to facilitate serving South Christian and the 1-24 area. If any residential 
customer outside the 1000 foot corridor or residential development starts outside 
the 1000 foot corridor desire water that the Christian County Water District cannot 
serve, HWEA may serve upon the request for permission from the Christian County 
Water District. Permission will not be unreasonably withheld for M A  to serve. 

Any development 

b. The County will transfer to the HWEA all existing and hture non-residential 
territory and non-residential customers in its service area upon the written request by 
the KWEA. The transferred territory would not include existing and future 
residential customers located in the County territory, although the customers could 
be served from HWEA installed facilities. This arrangement will remain in effect 
until the County can provide sewer service. 

c. The HWEA will permanently transfer territory north and west of Hopkinsville to 
the County along the route of the Northwest By Pass. The boundary will be 
adjusted to follow the outside right-of-way of the Northwest By Pass 

2 



4. AGREEMENT BINDING: This agreement shall be binding upon the 
successors and assigns of both parties. 

CITY OF HOPKLNSVILLE, SEWERAGE 
AND WATER WORKS COMMISSION d/b/a 
HOPKINSVILLE WATER ENVIRONMENT 
AUTHORITY 

Wendell Lynch, &&&n 

CHRISTIAN COUNTY WATER DETRTCT 

BY: 
William Lile, Chairman 

ATTEST. 

Billy Poole, Manhger 
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CQMlClONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSSTON OF KENTUCKY 

In the Matter of: 

INVESTIGATION OF THE HOP?XINSVILI,E 1 
WATER ENVIRONMENT ATJTHORITY’S ) CASE NO. 

WATER DISTRICT 1 
WHOLESALE RATE TO CI-fRISTIAN COUNTY 1 2005 -00 1 74 

*** ** ;k** $::I: :k#::k ** *** ** **:k 

SETTLEMENT AG EMENT 2-2005 

THIS SETTLEMENT AGREEMENT (“Agreement”) is made and entered into as of the 

8’5 day of December, 2005, by and between the Hopkinsville Water Environment Authority 

(“HWEA”) and the Chnstian County Water District (“CCWD”), both of whom are collectively 

referred as the “Parties”, 

WHETPEAS, on June 28, 1973, the City of Hopltinsville, acting by and through its duly 

authorized agency, the Hoplcinsville Sewerage and Water Works Commission (now lcnown as 

Hoplinsville Water Environment Authority or WWEA), entered into a Water Purchase Contract 

(“Contract”) with the CCWD; 

W E R E A S ,  there have been multiple amendments, extensions and addendums to the 

Contract during the past 30 years; 

WHEREAS, HWEA has provided wholesale water service to the CCWD for the past 32 

years pursuant to the terms of the Contract, as amended and extended; 

WEREAS, in an Ordinance enacted by the Chnstian County Fiscal Court on September 

10, 1974 established water service boundaries for the Christian County Water District, the 

Hoplcinsville Sewerage and Water Works Cornmission, the City of Oak Grove, the City of 

Crofton, the City of Pembroke, and the Ft. Campbell Military Reservation; 



WEEREAS, there have been multiple territory transfer agreements between the CCWD 

and HFWA over the last 30 years in order to provide more complete water and sewerage service 

to the residents of Christian County; and 

m R E A S ,  the CCWD is in favor of and encourages residential, commercial, and 

industrial growth within and around the City of Haplcinsville. 

NOW THEREFOE, IKWEA and the CCWD agree as follows: 

1. The CCWD, upon written request from HWEA, will transfer territory 

that is contiguous to the Hoplcinsville City Limits or HWEA water service boundary subject to 

the approval of the Christian County Judge Executive pursuant to the provisions of KRS 74.1 10. 

The terms of the transfer will include reimbursement to the CCWD for capital costs less 

depreciation for any existing CCWD infrastructure in the subject territory or the amount of the 

remaining debt, whichever is greater. HWEA will also pay to the CCWD 5% of gross water 

revenues generated annually from the subject territory, less taxes and fees. H\WA will make 

annual payments to the CCWD by May 31St. Records of water revenues from each affected 

territory will be available for inspection by the CCWD, upon request. 

2. If CCWD infrastructure in the territory to be transferred has existing indebtedness 

associated with it and if applicable, HWEA must receive written consent from the lending 

agency providing approval for the transfer of the tenitory. 

3. Upon transfer of the territoiy, H W A  will provide water service to the customers 

existing at the time of the transfer within 2 years of the date of the transfer and provide 

wastewater service within 5 years of the date of the transfer. If however the territory is outside 

the HWEA 201 Facilities Plan Boundary, HWEA must obtain approval from the City of 

Hophnsville and the Chnstian County Fiscal Court to expand the 201 Boundary accordingly. 

Prior to providing service to the customers withm the transferred tenitory, WWEA must obtain 

executed consent to annexation documents from the property owners. 

4. Each Party pledges to use its best efforts to help expedite the approval of the 

Agreement by the Commission. 



*- 

IN WITNESS WHEREOF, each of the Parties, by its duly authorized Chairman and 

attorney, has executed this Agreement as of the date first above written. 

H0PK;CNSVILLE WATER ENVIRONMENT AUTHORITY 

BY: 

HOPIUNSQLLE WATER ENVIRONMENT AUTHORITY . _  

BY: 
Y 

BY: 

CHRISTIAN COUNTY WATER DISTRICT 

BY: 

CHRISTIAN COUNTY WATER DISTRICT 
Have Seen and Approved as to Form and Legality 

BY: 
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29. 

a. State the annual effect of the proposed rate adjustment on HWEA’s 

revenues from wholesale water service to each of its wholesale water 

service customers. 

b. Show all calculations made and state all assumptions used to derive 

the RESPONSE to Item 29(a). 

RESPONSE: 

HWEA’s sole wholesale water service customer is CCWD. The 

proposed wholesale rate increase of 37% should produce 37% additional 

annual revenue ($293,253) from CCWD if CCWD purchases the same 

volume of water from HWEA as it did during the test year. 

$792,577 x 0.37 = $293,253 (Source: Attachment 1%) 

WITNESS: Derrick W. Watson 
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