








A Message from the General Manager

I am pleased to submit the Transmittal Letter for Hardin County Water District No. 2 for
the year ending December 31, 2016. Years of long range planning have come to fruition
and 2016 was the year of successtul completions.

At our water treatment plants, the secondary disinfectant conversion was put to the test and
the District celebrated one full year of chloramine treatment on November 30. The year
was marked by fewer taste and odor complaints and disinfectant by-product levels that
were half of historic levels.

The successful chloramine conversion paves the way for a connection with Louisville
Water Company and the purchase of supplemental water supplies beginning in 2017. The
pipeline project progressed through the year and saw the completion of pipe installation.
Flushing and testing will being in early 2017. This completes the supplemental water
supply project that began in 2008.

Another project of note 1s the Elizabethtown Customer Connection Upgrade Project.
After the acquisition of the Elizabethtown customer base in 2014, the District commissioned the upgrade and automation
of approximately 9800 domestic services. This project was completed two months early. With these automatic meters in
place, the District can quickly gather customer usage information monthly. This information is also used for the City’s
sewer billing. The District assumed billing and collection services for the City’s sewer utility as per their request.

After 20 years, the District reviewed the tap fees for new services. The $600 residential tap fee was found to be grossly
under the actual cost of $850 for the materials and labor for new meter installations. A 2015 change in regulations
requiring the use of lead-free components was one of the driving factors. The District staff successfully navigated the PSC
application process and was approved to update the meter tap fees for all sizes.

As the company continues to grow and expand services, the 360 Ring Road site has reached its full potential to contain the
District’s base of operations. During the year, the property at 315 Ring Road became available. The District acquired the
property in order to sustain continued growth. GRW Architects were retained to develop a site plan for the eventual
relocation of the customer service center and central operating headquarters. The proposed site plan was approved by the
Board of Commissioners and the objective of relocation was formally adopted.

On the financial side of the business, the District had 3 outstanding bonds that were eligible for refinancing. The activity
required a renewed Moody’s bond rating analysis. A case was made to the Moody’s auditors regarding the strength of the
company in the areas of water quality, asset management, capital planning, and financial management. The audit resulted
in a bond rating upgrade from Aa3 to Aa2. No other PSC regulated water company in the State of Kentucky currently
equals or surpasses this rating.

The upgrade in bond rating and precision market timing contributed to the District successfully refinancing the 3 eligible
outstanding bonds. Two new revenue bonds, which combined for a true interest cost of 1.49%, were issued on 10 year
terms. The net present value of the refund savings topped $1.17 million, making the exchange the most successful bond
refinancing in District history.

Fach year at this time, I reflect on the accomplishments of the company and wonder if it 1s possible for Hardin County
Water District No. 2 to experience any higher levels of success. And each year, the news seems to top the year before. 1
contribute the success of 2016 to the unwavering spirit and zeal of the professionals who run the company each and every
day. Hardin County Water District No. 2 has the best employees.

The future stll looks bright.

James R. Jeflries

General Manager
















































































































































