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MORGAN COUNTY WATER DISTRICT 

Response to Commission's Order of July 25, 2019 
Case No. 2019-00041 

Request No. I 

Responding Witness: Chemell Holbrook & Paul Nesbitt 

R-I. Provide a copy of the utility's most recent loan application to the United States 
Department of Agriculture - Rural Development (USDA-RD) with all supporting 
documents and attachments. 

A-I. Morgan County Water District's last USDA-RD loan application was submitted in 2009. In 
March 2012 Morgan County suffered a natural disaster in the form ofa tornado. Morgan County 
Water District lost its office building, including a total loss of all contents of the building. Due to 
this disaster Morgan County Water District no longer has documentation of the District's most 
recent USDA-RD loan application and supporting documentation. 

In an effort to be fully cooperative with the Commission, Morgan Co. Water District 
contacted USDA-RD. Mr. Douglas Hoff, the USDA-RD Area Specialist that typically works with 
Morgan Co., was out of the office. However, the District was able to contact Ms. Teresa Shields 
who was able to provide some limited documentation; said documentation has been attached 
below. 

Additionally, Morgan Co. Water District is currently working on a new loan application 
with USDA-RD and the District's engineer anticipates that it will be complete in approximately 
three weeks. The Preliminary Engineering Report for the new application is complete and has been 
attached for the Commission's review. 
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L IDtroduction 

The Morgan County Water District is a water utility controlled by five board members. 
These board members control the Morgan County Water District by voting on issues 
concerning the District at their monthly meeting. The District is regulated by the 
Kentucky Division of Water (DOW) and the Public Service Commission (pSC). 

Through the proposed Phase 12 Water Line Extension Project, the District will extend 
water service into un-served areas of Morgan County. Presently, water in the project area 
is supplied by wells and cisterns. The Morgan County Health Department has performed 
tests on water samples from the project area. It was found that many of the samples were 
contaminated and considered unsafe for human consumption. Lisa Cantrell of the 
Morgan Count Heath Department stated (See Appendix A) that hannful bacteria are 
especially hard on the very young, elderly and those with lowered immunity to disease. 
The proposed project should eliminate these existing heath aod sanitation hazards for 
those persons currently living in the proposed service area. 

IT. Existing Water System 

The Morgan County Water District (MCWD) operates a water distribution system that is 
classified by the Division of Water as Class IT-D. This classification means that the 
system serves a population ofat least 500 but not more that 3,000. 

The original portion of the MCWD system was constructed in 1990 and initially served 
approximately 270 customers. The distribution system has continued to grow and now 
serves about 1845 customers through approximately 360 miles of water main ranging in 
size from 2-inch through 8-inch diameter. The MCWD also has five (5) water storage 
tanks with a combined storage capacity of 656,000 gallons. 

The Morgao County Water District currently has one project (phase 11) under 
construction and two projects (Phase II A and 11 B) in the design stage. The phase II 
project is anticipated to be complete by 1anuary 2007. This project is being fuoded by a 
Rural Development Grant I Loan and an ARC grant. It is estimated that this project will 
serve approximately 238 new customers. Phase IIA and liB are estimated to serve 105 
and 87 new customers respectively. 

The MCWD currently has three sources of water supply; the City of West Liberty, the 
Caverun Water Commission and City of Paintsville. This should allow the water district 
ample supply of water and greatly increase the flexibility of the water district. 

The MCWD takes great pride in its ability to supply quality water to its customers and is 
contilDlally trying to extend its service to rural areas and provide safe potable water to the 
residents. 
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III. The Proposed Project 

The MCWD proposes to extend water services to rural areas of Morgan County in need 
of safe, potable water. The proposed water project will serve approximately 193 of 297 
potential customers alODg the roads listed in Table 1 below (See Appendix B Project 
maps). A general breakdown of the project by road is also shown in Table 1. The 
proposed project will require approximately 42.6 miles of water line ranging in size from 
3-inch to 6-incb diameter. 

IV. Cost Summary 

TABLE 1- BREAKDOWN OF PROJECT BY ROADS 

Estimated Water Line 
Construction Line Length Potential Size, 

RoI!lNlm~ !,;;1In.1.fi Miles ~ultS!me!l !!Ich!ll! 
Assembly of Faith Church Rd. 20,500 0.40 6 3 
Wilson Cemetery Road 27,800 0.75 5 3 
Right Fork Pleasant Road 26,800 0.50 5 3 
Old Loop 519 32,100 0.95 2 3 
Kendall Hill Road 15,500 0.40 3 3 
Hwy.1l61 311,600 6.15 25 6 
Coon HoDow Road 16,500 0.55 1 3 
Rube Braneh 12,800 0.25 4 3 
Mortiea Branch 30,000 0.75 6 3 
Indian Braneh 27,800 0.75 6 3 
Gevedon Branch 63,700 1.38 10 3 
TraeeFork 13,800 0.25 1 3 
Steele Branch 31,300 0.75 7 3 
Barker Branch 30,300 0.60 7 3 
Benton Branch 25,000 0.30 5 3 
Seller Phipps Road 21,000 0.40 5 3 
Perkins HoDow Road 15,000 0.20 4 3 
Perkins Cemetery Road 78,400 1.10 6 3 
Hwy.205 88,500 1.40 6 6 
DemundLoop 56,600 1.10 8 4 
Halsey Branch 81,200 2.15 8 4 
Halsey Fork 72,400 1.60 12 4 
R. Stacey Road 20,800 0.45 4 4 
Nickels Branch 70,100 1.90 8 4 
Walten Branch 52,600 1.35 8 4 
Caskey Branch 19,800 0.55 2 3 
Robiuson Branch 22,000 0.45 2 3 
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Glen Lawson Road 32,000 0.75 4 3 
Woody Cantrell 9,000 0.15 4 3 
PelCry Branch 22,300 0.50 6 3 
BigBraDch 25,920 0.25 7 3 
Conley Branch 21,700 0.55 11 3 

0 Muddy BraDch 26,500 0.65 2 3 
Old House Branch 53,600 1.25 5 3 
Dedman Branch 56,500 1.05 18 4 

0 Hinson BraDch 19,400 0.30 6 3 
Piney Branch 24,800 0.55 5 3 
Splitwood Branch 32,100 0.95 1 3 

0 Pasture BraDcb 21,200 0.45 2 3 
Wheeler Raod 19,000 0.20 4 3 
Keeton Branch 24,000 0.30 10 3 

0 Little Caney Branch 76,200 1.65 10 4 
Hwy.I715 310,380 1.35 15 4 
Doc bon BraDch 11,900 0.25 2 3 

0 Fyfee BraDch 40,000 0.80 12 4 
Left Fyfee Brancb 19,600 0.45 7 3 

0 TOTALS 2,130,000 42.6 297 

TABLE 2 - MORGAN COUNTY WATER DISTRICT 
PHASE 12 WATER LINE EXTENSIONS 
ESTIMATED CONSTRUCTION COST 

UNIT 
NO. ITEM QUANTITY UNIT PRIg; IQIAL 
1 6" PVC Water Line 62,000 LF $8.00 $496,000 
2 4" PVC Water Line 75,000 LF $6.00 $450,000 
3 3" PVC Water Line 90,000 LF $5.00 $450,000 
4 10" Steel Casing, Bore & Jack 600 LF $90.00 $54,000 
5 8" Steel Casing, Bore & Jack 1,400 LF $85.00 $119,000 
6 6" Gate Valve 35 EA 5700.00 $24,500 
7 4" Gate Valve 22 EA 5650.00 514,300 
8 3" Gate Valve 18 EA $450.00 $8,100 
9 Flush Hydrant 11 EA 52,700.00 $29,700 
10 4" Blow Off Assembly 10 EA 5750.00 $7,500 
11 3" Blow Off Assembly 34 EA 5700.00 $23,800 
12 Air Release Valve 10 EA SI,OOO.OO 510,000 
13 Creek Crossing 1,200 LF $80.00 $96,000 
14 Meter Setting 193 EA 5700.00 $135,100 
15 Connection 46 EA $2,000.00 $92,000 
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16 Pressure Regulating Valve with Vault 2 
17 Relocate Existing Pump Station 1 
18 Hydropneumatic Pump Station 1 

TOTAL 

EA $5,000.00 
EA 545,000.00 
EA $75,000.00 

TABLE 3 - ESTIMATED PROJECT COST 

Construction Cost 
Contingencies 
Engineering 
Inspection 
Legal and Administrative 
Miscellaneous (pE Report, Archeological, PSC, Environmental Ass.) 
Land and/or Rights 
Interest During Construction 

TOTAL ESTIMATED PROJECT COST 

V. Funding 

Page 4 

$10,000 
S45,OOO 
575,000 

52,140,000 

52,140,000 
214,000 
162,000 
97,000 
32,000 
25,000 
50,000 
30.000 

$2,750,000 

Proposed funding for this project is being made available as shown In Table 4. 

TABLE 4 - FUNDING SOURCES 

ARC Grant 
Rural Development Grant 
Rural Development Loan 
Tap Fees 

TOTAL FUNDING 

5500,000 
5780,000 

51,420,000 
550.000 

$2,750,000 
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VI. Rate Analysis 

A. Expenses 

1. General 

There are normally three components to be considered in calculating a system's 
total expenses. They are Operation and Maintenance Costs (O&M), Annual Debt 
Service (payment for principal and interest on the bonded indebtedness) and 
Coverage (monthly "set aside" from revenues to insure payment of Debt Service 
in "lean" times). 

1. Operation and MaintenlDce Costs 

The Operation and Maintenance costs are the largest and most variable portion of 
the budget. With historical data, a very good estimate of these costs can be made. 
Table 5 shows: the O&M costs for 2005; the estimated O&M costs for the three 
projects that the water district is undertaking, the proposed project; and the Total 
O&M costs for the existing, current and proposed projects. 

TABLE S - PROPOSED O&M EXPENSES 

Existing Current Proposed 
Expense Description(3) SutemCll Projects(4) Projm(Z) Total 

Water Purchase 5269,230 535,588 515,973 5320,791 
Transmission & Distribution 5305,057 512,000 510,000 5327,057 
Administrative 536,942 52,500 52,000 541,442 
PUJ!l!ling Exoense 56,000 51000 50 57,000 

TOTAL O&M EXPENSES 5617,129 551,088 $17,973 5696,290 

(1) The values listed are based on the 2005 fiscal year audit. 
(2) Assumes 193 customers using 3300 gallons per month (phase 12). Cost of 
water purchase is 52.09 per 1000 gallons (Average From City of West Liberty, 
Paintsville, and Caverun Water Commission) 
(3) Does not include depreciation. 
(4) Assumes 430 customers using 3300 gallons per month (phase II, llA and 
lIB). Cost of water purchase $2.09 per 1000 gallons (Average From City of 
West Liberty, Paintsville, and Caverun Water Commission). 
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3. Debt Service 

The annual debt service (payment for principal and interest) is established in the 
bond ordinance for each bond issue. The actual payment is dependent on the 
interest rate and term of the bond issue. The RD's bonds are for a term of 40 
years with principal payments deferred for the first two years. Based on the 2005 
audit, the Morgan County Water District will have an annual P&I payment of 
approximately 596,668 in existing bonds for the year 2007. In 2008, the annual 
P&I payment in bonds will be 596,358. 

The RD loan on the current projects as listed above is proposed to be 51,000,000. 
The annual P&I for the project is estimated to be 554,000, at the RD interest rate 
of 4.5%. The proposed project will have a bond issue of 51,620,000 at an 
estimated interest rate of 4.5% interest. The annual P&I Payment is estimated to 
be 587,500. 

4. Coverage 

Coverage is RD' 5 requirement for establishing a monthly "set aside" to ensure 
payment of debt service should the utility have a "Ieann year or some major 
unexpected cost This money is a percent of the monthly revenues with a pre
established "cap." It is nonnally placed in a reserve account and is not available 
to the Utility for o&M Expenses without RD's approval. 

The normal percent used by RD' s for Coverage is 10% on each bond issue. That 
was the percent that was used in the following rate analysis for the MCWD. 

5. Summary of Expeoses 

TABLE 6 - SUMMARY OF EXPENSES 

AanualO&M Debt Coverage 
Service Area lIocuS Service At 10% Total 

Existing System 5617,229 596,358(1) 59,666 5723,253 
Current Projects 551,000 554,000 55,400 5110,400 
Proposed Project 528,000 587,500 58750 5124250 

TOTAL S696,2Z9 SZ37,858 SZ3,816 5957,903 

(1) Debt Service due in 2008 according to 2005 audit. 
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Therefore, the MCWD needs to collect a minimum of $957,903 annually to break 
even. Any amount in excess of that figure is surplus and can be used to make 
additiooal capital improvements to the water system andlor make repairs to the 
existing system. 

B. Income Required 

1. General 

Income for a utility comes from several sources: the sale of water; interest income 
on investments; fees received from disconnectlreconnect/late charges and 
surcharges. The latter is an attempt to extend service into new areas by letting 
those that receive the service pay a more proportionate share of the cost. It also is 
an attempt at not making the first customers in a utility continually pay for 
expansion for that system. 

The MCWD has not previously used a surcharge and it is felt that a surcharge will 
not be required for the proposed project. 

1. Customers and Average Usage 

The customer count and usage were provided by the MCWD. 

TABLE 7 - SUMMARY OF CUSTOMER COUNT AND USAGE 

Service Area 

Existing System 
Current Projects 
Proposed Project 

Number of Customers 

1845 
430 
190 

Average Monthly 
U,age. GaBons 

4000 
3400 
3400 

(1) Assumed same moothly usage since the socio-economic makeup of the 
proposed customers is equal to the existing customers. 

3. Estimated Income 

Based on the audited financial statements for the year ending 2005, operatiog 
income from water sales alone was 5728,976. Based on adding 430 new 
customers on the current project and 193 on the proposed project, at an average 
water usage rate of approximately $32.79, the new customers should generate an 
additional $171,964 and $73,163 respectively in income by 2008 year end. Table 
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8 includes a summary of the estimated income calculations from water sales 
alone. Please see the Actual Water Usage Analysis and Forecasts in Appendix C. 

TABLE 8 - ESTIMATED INCOME FROM WATER SALES ALONE 

YearEnd Year End(l) Year End(l) projected(l) 

Seais;eArea 2005 2006 2007 2008 

Existing System 5728,976 $745,950 S763,450 5780,949 
Current Projects S165,141 S168,552 5171,964 
Proposed Project 572.063 573,163 

TOTAL ESTIMATED ANNUAL INCOME . 51,026,076 

(I) Project income includes 2.5% growth in system per year. 

C. Summary of Rate Analysis 

TABLE 9 - SUMMARY OF RATE ANALYSIS 

Estimated Annual Expenses for Entire System 
Qncluding Proposed Project) 

Estimated Income for Entire System 
Qncluding Proposed Project) 

Estimated Surplus 

Vll. Recommendation 

$957,903 

51,026,076 

$68,173 

It is recommended that the project be funded by a Rural Development Loan and Grant 
and a letter of conditions be issued as soon as possible. 

Based on the above calculations, the proposed rates, along with the assumptions made, 
RD should allow the MCWD to construct the proposed project. It appears they can meet 
all current and proposed debts and expenses, and still have a surplus of funds. 
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District :J{ea.[tn Department 

"Working Together for Healthier 
Communities" 

Monty Rhody, P.E. 
Cann-Tech, LLC 
20 I S. Main Street 
Lawrenceburg, KY 40342 

Morgan Co. Health Center 
493 Riverside Drive 

West Uberty, KY 41472 
(606) 766·2151 

Fax: (606) 766·2153 

January 27, 2006 

Received 
JAN :; (1 2006 

Re: Phase I \ Water Line Extensions 
Morgan County Water District Conn - Tech, lLC 

Dear Mr. Rhody: 

Many of the wells tested in Morgan County have been found to be contaminated 
with colifonn bacteria or e-<:oli. These are organisms that indicate that the water supply 
may be contaminated with hannful bacteria. These harmful bacteria are especially hard 
on the very young, the very old and those with lowered immunity to disease. It is my 
opinion that the addition of public water, to any part of Morgan County, would most 
certainly be beneficial to the health of the people living in that area 

Sincerely, 

. .: 

~ "-~\ a. (, ... ±\It 
Lisa A. Cantrell 
Sr. Health En\'imnmentalist 

~--=-

L/enfucku'" 
I~ .... .. ....... , . ......... '7 nOWAN 
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ACTUAL WATER USAGE ANALYSIS AND FORECASTS 



- c:::::J CJ c::J c:::::J CJ CJ c:::::J 
Forecast of Actual Water Usage - Existing System 

Fo. Ibe period, J ... ua.,. J, 2UIIS 10 December 31, 200S 

R .. ldeatlal 
Fint 2,000 Gal. 
Next 3,000 G.1. 
Next 5,000 G.1. 
Next 5,000 G.1. 

Thousand G.Uo ... . 
Thousand G.Uo ... . 
Thousand GaIIona. 

AllOver 15,oooGII. I n.lL-

Monthly Uaage 
Gallona 

From To 
o 1,000 

1,000 2,000 
2,000 3.000 
1,000 tooo 

;,000 
>.000 
7.000 
8.000 

8.0001 9.000 
9.0001 10,000 

10.000 I 11.000 
1.0001 12.000 
2.0001 13.000 
3.0001 14.000 

Average 
M""tbiy 

Ulage 

SOOl 
1,5()(}1 
,500 
:500 

4,501 

6 •. 
7, 

JI,5oo 
9,500 

19,500 
11.500 
12,500 
13,500 
14,500 

Ts37s 

No. or 
Uaen 

350 
3\ 
270 

60 
34 
16 
7 
5 
5 
6 

5 
T79'i"'" 

Vaage (1000- IMoDthlylDcomel 
GaL) 

175.00 
466.50 
675.00 
847.00 
819.00 
759.00 
585.00 
570.00 - - -- -----

510.00 
·323.00 

168.00 
80.50 
62.50 
67.50 
87.00 

'"'22'6.8a 

6.793.5( 
6.036.5 

189.7! ~. 
7.249.1 

6.731.27 
6.032.67 
4,513 .05 

.2J9.70 
780,3~ 

,360.79 
120904 

569.77 
436.13 
46528 

593.31 
1,303.:!! 

I· ADaaaJ R .. ldeatlal Water SaIeI 5701,761.661 

r -TaW Waie. Purdlaaed-"'ilIcirp..oduced (GaJIoDar I04,384,59il 

1 Total Water Sold (GaIltml) 80,195,8401 

RESIDENTIAL AND NON-RI!5IDENTlAL COMBINED 

t!0talUa.n 
In,aI AIunIaJ Wa'e. SaleJ 
Averace Moth1,. BW 
Averace M ... lh1y Ulage (Gallo ... ) 

1845 
5711,976.16 

Sl133 
1,627 

NOD-Residential 
o G.I. 

Next 3,000 Gal. 
Next 5,000 Gal. 
Next 5,000 a.1. all 

All Over 15,000 011. II 

Averal" MODtbIy UI",e 
G.lIona I MODtbiy 

From 1 Td Vaale 

-"L 1,000 
-1,0001 2.000 
2,0001 3.000 
3.0001 4.01 
1,0001 5,01 
;,000 
6,000 
1,000 
8,0001 ~OOO 
9,0001 10.000 

10,0001 11,000 
11.0001 12,000 
12.0001 13,000 
13.0001 14.000 
14,0001 15,000 
I: 

500 
1,500 
2.500 
3,500 
~.500 

5,500 
;,500 
7,500 
8,500 
1,500 

10.500 
11,500 
12,500 
13,500 
14,500 
53,315 

No. or 
UNn 

26 

48 

5 
3 

o 
o 
o 
I 
o 
I 
I 
3 

Thousand GoUona. 
Thousand G.lIo .... 
Thousand aaUons. 

lper 71VlIw.M n. Ht 

Usage 
"nnn 

13.01 

21 

I 

50 

43 .72 

8 

9 
269.45 2,184.54 

ADDUU Non ReoIcIea'lal Wat .. SaJe.o 526,114.51 1 



- - c:::J 
Forecast of Actual Water Usaee • Existing System 

For the period, JIIIIU • ..,. 1,2006 10 December 31,2006 

a .. w",,11aI 
First 2,000 Gal. at 

Next 3,000 Oal. at 
Next 5,000 Gal. at ~ 
Next 5,000 Oal 

AllOver 15,000 Oal. 

gpor Tbousaad Gallons. 
l!:lper Tbousaad Gallo ... . 

per Thousand Oallo ... . 
~ n.lIt 

Average Mouthly Ullp 
GaDoa. I Moatbl, 

No. or 
Uacn 

Ulale (1000- IMouthl, lDeomcl 
Gal) 

• From 1 T. I Usaee 

I, 

I-, 

000 
101 
101 
JOI 

iOO 
roo 

I,SOO 

62 
Ts 

16 

179 .. 
478 .. 

841. 
775 
591 
SR~ 

52~ 

332.50 
168.00 

1.19 
1.79 

~I) 

L 

436. 

1 .~,OOOI 15000 14500 6 87.00 593. 
I 15,OOOlovCf 45,375 5 226.88 1,301..'1 
1 TQTAUI _ 1842 6,570.38 59,958.60 I 

,- AaauaI aesld ... tIaI Waler Sala 571',503,21, 

1--ToialWiiiOiPiiidWcd lIIIcl/or Prodaecd (GalJoal) 106,708,9921 

, Tola! Wat~r Sew (GaIIoa.) 82,1183,8401 

REBlDl.NTlAL AIID NON-IIE9IDl.NTlAL COMBINED 

iTotalU.., .. 
Tot.1 AaauaI W.ler S .... 
A nraS" MOJlthly BID 
Anras" Moulhly UI. (GaBoal) 

1891 
5745,950,64 

531.87 
3,617 

N. 

[:::::J CJ 

Fiist 2,000 Gal. al 
Next 3,000 Oal. al 
Nexl 5,000 Oal. al 
Next 5,000 Oal. al 

All OVcf 15,000 (jala, 

lpor Thousaad GllloOl. 
Tbousaad G.llOO5. 
Thousand Glllons. 

f CflIllnnllli 

c::J 

MDJlthly U .. se 
GaIIoJl. 

Anrase 
Moathly 
Uoqe 

No_or I Us.ge 
U..,r. (IOOO-GaL)I MOJltbl, lD""mel 

Fromn
, ~~M' 500' 27' l3.sol _ sI4.0~1 

i,OOO 
' .000 
~,OOO 

001 9,000 
001 10,000 

10,0001 11,000 
~,OOO 

1,000 

l' 

2, 

I 

501 97.05 
501 68.78 

, 8~ 

1.00 
43.72 

.nO.58 

1.00, 
1.00, 
1.001 

8 

'000 13,500 I 13.501 93.061 
5,000 14,500 I 14.50r 98.891 

1 .J,uv01ovcr 53,315 3 159.95 

1 TOTAUI_ _ _ . 49 --,--_2~9.95 

c:: AiiiiiiifNoJl auldiutial Water S .... - 526,447.43 



_ c::.J 
c::.J c::J c::J c:::J c::J c::J 

ForeclUt of Actual Water UuCe - ExisliOX System 

For Ibe period. Joual11. 2007 10 December 31. 2007 

) Gal. at 

Next 3,000 Gal at 
Next 5,000 Gal. 
Next 5,000 Gal 

All Over I~OOO G.l.t 

Average Monlhly Ulage 
Gallon. I Monthly 

From 1 To I Usage 

. 01 1.0001 
1.0001 i.()oo 

5.0< 

8 

l,OOO 
lOt 
10( 

1 000 15-;001 
15,000 

TOTALS 

SOOI 
...!Joo 
2,500 
3,5()() 

ioo 

,SOO 
,Soo 
,sOIl 

14,500 
45,375 

No. of 
Ulen 

368 
327 
284 
254 
192 
145 
94 

per TbollWld Gallons. 

l
per ThoustD<i GaUons. 
,per ThoUSllld GaUons. 
[pCLThnullJInft nlilit 

Usage (IOOO-IMoalblylucomel 
GaL) 

184.00 
400 ~n 

~IO.ooL 

97.50 
11. 

7.142.881 
~.347.01 

6.510.70 
7,608.51 
7,101.1: 

338.61 
1.7 

80f 

6 
5' 

1888 

80. 
62.50 
67.50 
87.00 

;9 ,~ 

436.13 
465.28 
593.31 

J .303.31 
61,397.45 

[ AnnIllllRaId ... 1la1 Waler SaIea $736.769.361 

Tolal Waler Pun:h ... d and/or Produeed (GaIlaD') 10,.u'.1'21 

1--- . ToWWaler Sold (GallaDl) 83,937,8401 

RESlDBmlAl. AND NON·REIlIDENTIAL COMBINED 

TotalUlen 
total Annual Waler Salel 
IA ve .. ge Monlbly BW 
An .. ", MODthly Usage (GaDoa.) 

1'38 
5763,449,70 

S32.83 
3,60' 

Noa-Resldeatlal 
Firat 2,000 Gal at: 
Next 3,000 Galati 
Next 5,000 Gal at 
Next 5,000 Gal •• 

All Over 15,000 Oal.t 

MODlhly UI.g. Average 
GaIJoDl I Moalbly 

From 1 To I Ula ... 

01 1,000 
1,0001 2,000 
2.0001 3,000 
3,0001 4,000 
4,0001 5,000 
,0001 6,000 

;.000 7,000 
r ,000 1 8,000 

I 
11,0001 12,0< 
12,0001 13.000 
13,0001 14,000 

500 
I,SOO 
2,Soo 
3,500 
4,500 
5,500 

----00 
00 

11,500 
12,500 
13,500 
14,500 
53,315 

1 

lper Thousand GaUons. 
1pc1 1 DUu:RlQU Gallons. 

~: Thousand OaUons. 
iJ Thouund 0.11, 

No •• f I U,a ... 
Usen (IOOO-GaL: 

50 

281 14.00 
51 7.50 
31 7.50 
31 10.50 
01 0.( 

o 
I 
1 

'1 

21 

0.1 
13.SO 
14.50 

iS9.95 
270.45 ---

543.48 
97.05 
68.78 
89.87 

0.00 
43.72 

81.40 
).00 

93.06 
98.89 

r-AmlualNoaRaIda.IliIWoiiUSila- S26,680.35 ·1 



Forecast of Actual Water Usage· Ens ling System 
For dlo poriod, lanua.,. 1,1008 to »-mber 31, 1008 

Fir,t 2,000 0.1. 
Next 3,000 0.1. 
Next 5,000 0.1. .tl 
Next 5,000 0.1. It, 

per Thousand Oallons. 
per Thousand Oallons. 
per Thousand Gallons. 

All Over 15,000 Oal at' per Thnnurvl n.l1n' 

Mandlly U.age 
GaDanl 

Aven,. 
M_1hJy 

I Fromn! ~::OO1 uU
2
: 001 3771 188.501 7,317.571 

No •• r 
U .... 

Uuge (I000-IMoath.,.mcomel 
Gal.) 

2.000 502.50 6,502.35 

5.0001 .li,OOO 
6.000 7.000 
7,000 8.00II 
8.000 _ 9,000 
~()()()Tj(),QOJI 
10,0001 11,000 
11,00()1 12,000 

727.50 6.671:-
1.500 260 910.001 7.788 .. 
1,500 197 
;.,500. . I· 
6.500 

"""7.SOO 
8,500 
2 .. 500 

500 
1,500 

82 
66 
37 
H 

615.00 
S6100 

351.50 
168.01 

1.92 

IS8.3' 

,569.10 
,209.04 
56~. 

12,0001 11,Q.0()1 t,soo 
i3.oool )4.000 
14.0001 15,000 
~ 

rOTALS 

13,500 
14.500 
45)75 

1934 

'.51 
7.01 

I, 

r - ADliiiaJ lI. .. l4eiiiI8TWater S.... S754,o35.50) 

I Toi"\Vator~Med ... dlorPrudueed (Gallon.) 111,529,3921 

1---- Total Wat.rSoId (GaBonl) 85.791,8401 

JlESID£NTlAL AND I'IOI'l-RUIDENllAL COMJllNl.D 

'ITOIIll U .. n 
TotalADnaal Waler S .... 
Avon,. Moathly BW 
I 
A .0",,0 Monlhly Uugo (GalIoa.) 

.,85 
S780,!)48.76 

532.79 
3,601 

t2,000 Oall 
Noxt3,OOO Oal. It 
Next 5,000 0.1. It 
Next 5,000 Oal. at._ 

All Over..!!i,ooo _Oal. It 

Mandlly Ulace 
CaUoas 

Avonge 
Meathly 

lir;;m I To j U •• ,e 

01 ),0001 5001 
1,0001 2.0001 1,500 
2,0001 . 3,0001 2.500 
3,0001 4,0001 3,500 
4,0001 5.0001 4,500 

5,0001 6,0001 5.5001 
6.000 7,000 6,500 

...L.oool 8.0001 7.500 
8 .. ()O{Jl...1".oool 8,500 
9,OOoL 10,000," 9,500 

[0,0001-11,0001" 10,500 
11,500 11,000 1 12,000 

12,0001 Il,QOOI!2.5w 
13.000114.0001 13,500 
14,0001 15,0001 14.500 

J3,3~ 

No •• r 
U.en 

51 

2! 

1 
4" 
o 
o 
o 
o 
I 
o 

I 
3" 

per Thousand O,UOII!. 
per Thousand Oallons. 
per Thousand Glilons. 
ocr T ....... _tuI ..-:.11" 

Uu,e 
(lOGO-GaL) 

). 

II 
) .C 

~ 
26.01 

0.01 
0.0 
0.0 
0.00 

11.5.9 
0.00 

J}.50 
14.50 

159.95 

562·~~1 

43.72 

).001 
).001 
0.00 
0.00 

81.40 
0.00 

93.06 
18.89 

270.95 2,242.7 

ADDual Noa a .. ldeatbol Water Salea -- S%6,!)13.%7 I 



- - -Forecast of Actual Water Usage· Cnrrent Projecu 
For Ibe period, .January 1,2006 10 Dcecmber 31,2006 

n. 

) Gal. at 
Next 3,000 Gal. at 
Next 5,000 Gal. at 
Next 5,000 Gal. .t 

All 0. .. 15,000 GaL_.t 

Thousand Gallons. 
Thousand Gallons. 
Thousand Gallons. 

of r;.lInnll 

MODIbly Utal" 
Calloas 

Avera,e 
MOlllhly 

No, of 
Uoen 

Ula.e (1000. IMolllbly lIIoomel 
Gal,) 

r'jLl~l . :·~~ool. _871 43.50 

1,0001 2,0061 1,5001 751 112.50 
2,000 3,000 2,500 65 162.50 

,455.75 
,490. 

3,0001 4,0001 3,5001 ~I 203.00 ,737.3 

4,0001 50001 4,5001 HI 193.50 
5,000 6:000 5,s00 1f __ IB1.SO 

,gn 

6 000 7,000 6 500 21 136.50 tn 
I 7,000 8,000 7,s00 18 135.00 1,018.3 
I 8,000 9,000 8,500, _ 14 _119.00, B82.0 

0001 9,5001 BI 76.001 5: 
0001 10,5001 31 31.501. ~ 

1,5001 I 

~I 'I 'MI n'~1 1,500 I 14.50 ~n n" 

• 375 I 45.38 21 lover 
TOTALS' 430 1,491.8 -,-~,761. 

r AB"a1 Rul4011t1al Waler Salet SI65,140.961 

I Tolal Water PurebaHdudlor Prod .... d (Gallon.) 23,273,2501 

1 -----rOiiIWaiOrSOld (Gallons) 17,902,5001 

RI!IlIJ)~ AIID NON-RESlDI!IfI1AL COMBINED 

TolalU .. n 
ITolal AmI".1 Waler S .... 
Avera,e MOIItbIJ BW 
Avera,e Monthly Unge (Gallon.) 

430 
5165,140.96 

532.00 
3,469 

First 2,000 Gal. 
Next 3,000 Gal. 
Next 5,000 Gal. 
Next 5,000 Gal 

All Over 15,000 Gal. 

Moolb.,. uuee, Average 
G.IIoa. Monthly 

FI'IIIIIL To 
_ 01 1.000 

2,000 1,000 
2.0001 3,000 
3,0001 4,000 
4,0001 5.000 

. 5,o®.1 6,000 
6,oOO[ 7,000 

,OOQ 
. 8,0001 ,!I,OOO 

.000 
10,000 1 11,000 

-,-1,0001 12,000 
00 
00 

UIBge 

500 
I, 
2, 

3. 
..1. 

551 
,6,500 

r,50jl 
8,500 
9, 

l07~ 

No •• r 
U .. n 

o 

o 
o o 
o 
o 

o 

Tbousaad Gallons. 
Thousand Gallons. 

~ TboUSlnd Oalloos. 

Via ... 
(lOOO.GaL)I MODtIoly IIIcomel 

0.00 

0.0' 
0.00 
0.00 
1.001 

~ 
~ 

0.00 
).00 
1.001 
1.001 
1.001 
l.001 
0.00 
0.00 
0.00 
0.00 
0.001 
).001 
l.001 
).001 
).001 

0.00 
l.001 

C' ADD"a1 NOD ke.1deatialWaler Sala'-' SO.OO 



III!II c:::J c:::J c:::J c:::J c::J c::J 
Forecast of Actual Water Usage - Current Projects 
For Ibe period, ,January 1,2007 10 Doccmber 31, Z007 

First 2,000 Gal 
Ne"t 3,000 Gal 
Next 5,000 Gal. 
Next 5,000 Gal. 

AllOver 15,O{}O_GaL al 

Mondaly V.ace 
Gallon. 

From 1 T 
OL1,ooo 

_ ~ ,0001_2,000 

I--' 

I ~ ';;':;;; I : 

A'·· ... ce 
MOIllhly 

V.age 

500 
1,500 
1,500 
1,500 

No. of 
Ullen 

per Thousaad GaUODS. 
per Tbousaud GaUons. 
per Thousaad G.UODS. 
per Thnu •• ftli n.lI,. 

V.ace (1000. IMondaly Ju<omel 
GaL) 

27.49 
94.57 
35.' 

I 
I 

' ,uuu 8000 '0 'JJ.uu .a.' 
D nnn 9,000 
9,oooLlQ,0001 9,500 

,0001 11,0001 10,500 
12,0001 11,500 

'''' vvv 1~.OOO I • • JV o I . ',,} 

14,000 
001 15,0001 14,500 

;,375 
TOTALS 440 

ADaual llaldcuiliil Wale. SaJes -Slilll;SSI.441 

I Tolal Waler Purcha .. d audio. Prod" ... (Gallon.) 23,715,6501 

-Yoial Waler Sold (Gallonl) ~ ---uI,BO;Sm 

IWIIDI!NTlAL AND II0ll·IWIIDI!NTlAL COMBIIIED 

ITolalUoen 
Total AIlnuai Wate. Sales 
A ... race Monlbly BID 
Anral" Montbly V .. ~e (Gallon.) 

440 
5168,552.44 

$lUI 
3,457 

NOD-Raid, 
) Oal. at 

Next 3,000 Gal al 
Next 5,000 0.1. al 
Next 5,000 0.1. at 

All Over !S ,000 Oal. al 

tn. ... ~ per Tbowand OaUODS. 
per :rhousaud GaUons. 

MODlblyUlagel Average 
Gallon. MOIlIbIy No •• r I V.al" 

V.en (1000.GaL)IMoaIbIY Ju<omei 

From 1 To 
V.qe 

01 I,OIlQl 5001 _ JlL 0.001 . 0.001 
1,0901 u2,000L ·I,SO()r::=m 01 - 0.001- . -0.00 

I l,oool 3,0001 2,5001· 01 o.OQI- -O.O() 
..... ",.. .IOll ~o 3,500 0 0.00 0.001 
4,000 5,000 4 500 0 0.00 0.001 
5,000 6,000 5.500 0 0.00 0.00 
6,000 7,000 6 500 0 0.00 0.00 
7,000 8,000 7,500 0 0.00 0.00 
n nnft n ,000 8,500 0 Q.Q9 0.00 

',000 ,0QQj 9,5001 :.::.QL-~~~ 0 .00 
),0001 ,0001 10,5001 01 - O.OOJ- 0 .00 

I-
,0001 11,5001 01 0.001 0.00 

1,0001 12,5001 01 0.001 0.001 
"wOI ,4,000 13,500 0 0.00 0.001 
l,ooo.ll5,ooo.l 14,500 0 0.00 0.001 

1\5 0 0.00 0.00 
o 0.00 0.00 

c- Ann"all'lon Raldcullal Wale .. SAIa - 50.00 



- -Forecast of Actual Water Usage. Current Projects 
For Ihe perlod,JaDua", 1,200810 December 31, 2008 

Fitsl2,ooo GaL .1 • minimum 
Next 3 ,000 0.1. .I r- 'i per Thousand Gallons. 
Next 5,000 0.1. .1 . . , per Thousand Gallons. 
Next 5,000 0.1. at 1.... . ' per Thousand Gallons. ~ All Over 15,000 Gal..t 

. , , 
per Thousand Gallons. , ' 

Monthly Ulaee Average 
No. 0' UI.ge (1000. 

GaUoD. Monlhly 
Uoen Gal,) Monthly Income 

From To UI.ge 

0 1,000 500 91 45.50 1,766.31 
1,000 2,000 1,500 79 Jl8.50 1,533.39 
2,000 3,000 2,500 69 172.50 1,581.83 
3,000 4,000 3,500 60 210.00 1,797.30 
4000 5,000 4,500 45 201.50 1.664.33 
5,000 6,000 5500 35 192.50 1,530.03 
6,000 7,000 6,500 23 149.50 1 153.34 
7,000 8,000 7500 18 135.00 1,018.35 
8,000 9,000 8,500 14 119.00 882.07 
9,000 10,000 9500 8 76.00 555.48 

10,000 11,000 10,500 3 31.50 226.70 
11,000 12,000 11,500 I 11.50 81.40 
12,000 13,000 12,500 I 11.50 87.23 
13,000 14,000 13,500 1 13.50 93.06 
14,000 15,000 14,500 I 14.50 98.89 
15,000 over 45,375 1 45.38 260.66 

TOTALS 450 1,549.88 14,330.33 

AiiiiiiiiUI..,ldeilllifWAier SaJa 5171,963.911 

Total Wafer Purcbued aDd/or Prvduced (Ga\JoQ.) 24,178,0501 

Total Waler Sold (Gallo.n) 18,5",5001 

IWIIDENTIAL AftD NON-IWIIDUOlAL COMBINED 

,TolalUI.n 
iTolal AIlDual Water 5 .... 
Avenge MonthJy 8W 
A,..nge MOllthly Ula,e (Gallon.) 

450 
5171,963,91 

531.85 
3,444 

c:::J 

Non-RClldenllal 
Fits12,000 Gal. 
Next 3,000 Gal. 
Nexl5,ooo Gal 
Next 5,000 Oal. 

All Over 15,000 Oal. II 

Monthly Uoag. 
Gallo ... 

From I To 
01 1,000 

1,0001. 2,000 
-2,000 13.000 

3,0001 4.000 
5,000 
;,000 

1,000 
2,000 

3,000 
14,000 
15,ooolovo, 

... ~ ... IC! 

Avenge 
Monthly 

Usage 

500 
_1,500 
2,500 
3,500 
4,5001 

per Thousand O.llons. 
per Thousand O.llons. 
per Thousand O.llons. 

i n.l1nno; 

No, 0' I Ua.ge 
U,en (IOOO-Gal 

_01 0.00 
_01_ 0.00 

01 0.00 
01 D.' 

0.00 
0.00 

o 0.00 0.00 

'0.00 
0.00 
~ .001 

o 
0.00 
0.00 
0.00 
0.00 
0.00 

'.00 

AIlDual NOD Realdenllal Water Sa'" 50.00 1 



- .., 
ForeclIlJt of Actual Water Usage - Proposed Phase 11 Project 

For the perlo., January 1,2007 10 December 31, 2007 

MODthly UlIIge 
GaDon. 

Thousand Ganons. 
Thousand Ganons. 
lbousmd Gallons. 

Average 
Monlhly 

I 'II' 1 ... _ I Usqe 

No •• r 
V.en 

U.age (1000. IMODthly llloomel 
GaL) 

LAQiiiiatRaWeatial Waler SaIa $7%,06%.581 

L -Tinal Waler PUrdJ ... d aadlor Produ"",, (Gallon.) ''''',100, 

r Total Water Sold (GalIon.) 7,674,000, 

RESIDENTIAL AND NON·RESlDENTIAL COMBINED 

TotalU .. n 
iTotal Aauual Water Salel 
IA ... rage MODthly BID 
Average Moatbly U .. eo (GalIonl) 

193 
572,062.511 

531.12 
3,313 

c:::J 

lGal 
Next 3,000 Gal 
Next 5,000 Oal 
Next 5,000 Gal at 

All Over 15,000 Gal at 

Mouthly Uaage, Average 
GaUon. MODthly 

From I. To 
U.age 

1. 
~I 

~
er Thousand Ganons. 

per Thousand Ganons. 
r Thousand Ganons. 

I Ganons. 

No, of I U.age I 
U.en (lOOO.GaL) Monlhly lllcomti 

~oool 4,0001 3.5001 01 0.001 0.00 
4.0001 5.0001 4.5001 01 0.001 0.00 
5.0001 6,0001 S,5iiii1 01 0.001 0.00 
6.0001 7,0001 6,5001 01 0.001 0.00 
7,0001 8,0001 7,5001 01 0.001 0.00 
8,0001 9,0001 8,5001 01 0.001 0.00 
9,0001 10,0001 9,5001 01 0.001 0.00 

;00 a 0.00 0.00 1,5( 
I 11,0001 12,0001 11,500 a 0.00 0.001 

120001 13,0001 12.500 a 0.00 0.00 
J1,0001 14,0001 13.5001 01 0.001 0.00 

14.000115,0001 14.5001 01 0.001 0.00 
53.315 O . 0.00 0.00 

O_~~llIL--.l 0.00 

Aruuliil NOD aeoldeallalWater Sala SO.OO - ] 



Forecast of Actual Water Usage - Proposed Phase 12 Project 

For lbe period, Juual'1 1,200810 December 31, 2008 
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VSDA·RD 
Form RD 1940-1 
(A"-1-97) 

l. BORROWER NAME 

BORROWERID 

Morgan County Water Dbtrlct 

CLASSIFICATION 

MO 

, ....... 
I·ILA<X 

'·AIIAN 

, ...... 
I·IIIMU 

S 0.00 

1·'VDYLoW 

I·"'" 

DATE 
DA VR 

APPLICANT 

o 

/. 1 . ., 3 from /" .. J) 

S 

4.1250% 40 

lnd fur 

~J. FARMI:RlRANCIII:R 

Ilf"t~m_t..wMwJ~ .. !fut/~rv:udtr.~ tnIwcI_ "'NfC,Ital"'~JI .W'" IDUI,-*u. IWl Wd)"lpptul tlb.o JrtUNtlIlllJNrellhttll'lfl'~ 
I'''' "11,1)' rrqw.sl. ,"kw 1/1 tift of Q -un",. I"tuK _Jt tit, fum w.-Irtnt kJuJrJjiJ, Ih/f IN'l',,k 

Posidon2 
ORIGINAL· Borrower's C!lSI Falder COpy l· fln3nce OrRee COPY 1· AppliClntllendu Copy)- St:tte Office 

o 



CEI}TIf.lH TI~.APPIJPVAL.. • ('(; 
~ 1,' ... l ! .. , "f ' .. ,1';, .. , _ 

For All Fanner Propams EM. OL, FO. and SW LOIUIs 

This loan is oppr0ve4 subject 10 the a .. ilabUty of funds. [fthls [om doe< not clos< for any reason willIia 90 days !nxu the 
dale of IJIPrvva! Oft lIIis docum.nt. the Ipproval offiCl[ wi!! requesl updated .lIgibility informDtioa. lb. undersign.d 
loaD opplicallt apes that III. oppmva! officill will have [4 working days 10 review any updated infonnadoa prkr to 
submlttiaa this docwDc:nI for obllplioa ofliladJ. lftbere have been slgalftcaat cllang .. that may Iffect eUgibility.1 
decisloa U 10 eligibility and feasibility wi!! be made willl[n 30 days from the time the applicant prvvidcs the ftcc:essary 

information. 

[flbls Is I loan apronl for which alien and/or tide search is n.cessary, the und.nigned Ipplicant • ., ... that the 
l5-worldng-day Joan closine requirem.nt may be .xceeded for lIIe purposes of th. applic:aut's legal "'JRSCntativcs 
completing title wodt and completing loan closing. 

44. COMMEm'S AND REQUIREMENTS OF CERTIFYING OFFICAL . 
App...... of Indll asslsla.ce Is aubjocl 10 the proYisloas or tbe Letter 0' CondItions dlted 

~ 0 lad an, a"'cad",eab tbereto. ~ . n q' 
If ';1 07 a .£«1l,z.ul... C7V-bV..{.£VO<L,......L..~ -'21 (LI" 

45. I Y CERTIFY I un \IIImle!D obtJin suffICient ct<dit elsewhere 10 llaaaca my actual needs alreasonable 
ratelaad terms, tlldag inlo coasid.ntioa pr .... ling private and coopenliva rates aad rerms in or Dear my community 
for loans far similar JIIIIPOSOS aad periadJ ohime. I agree 10 use the sum specified berein, subject to and in occonlancc 
with rcgolalioas IJIPlicablelD the type of as!stance Indicated above, and requested payment of such sum. I egrce 10 
report 10 USDA any material edv .... changes, financIal or otherwise, that occur prior 10 loan closinl. I c:eni~ that no 
part of the SlIm specIfied h.,.in hu bcco received. I have reviewed the I ... eppruval requiremento and commento 
associated with this loaD request and ...... 10 comply with these provisIons. 

(For SFH .t FP loans at eU,,'bI. tams only) Ifthh loan Is approved, I elocl the inlerest rate 10 be cbarsed on my loan to 
be tho low ... of tho inrorest ~ in effect at the time of opproval or loan closing. If I cbcclr. "NO", the int<rcst rot. charsed 
oa my I ... will be the rate specified in Item 29 of this form. 
___ YES NO 

WARNING: Who.ver, la aay matter withla tbe jurlsdlcaliDa ohay departm.al ora,e.CJI oUb< Uaited 
Slates lmowlD,1y lad wlOl'IUy laWfles, co.ceals or COY ... up b)' .ny trick, Jebe",e, or device I 
",.terlal flct. or .... t .. la), r ..... IIctJtloas or fraudu .... 1 slalemenb or repraeatalloas, Dr 
mIkes Dr ..... ay ral5e wrilln, or documeal Imowlnllbe .. ate 10 coalaia .ay c ..... /lelillous 
or Craaduleat statement or ealry, sb.O be /laed uad ... lbls tille Dr ImprisoDed ,01 ator. nve 
yean. or both.1t 

Dau~~ __________________________ __ Morgla County Water District 

By: lC::JtC.~ 
RD)' CoOe 
Cbair","a 

46. I HEREBY CERTIFY thaI all of the tommitlec and administrative determinations and certifi .. tions required by 
r<gulatioas prerequisite to providing assistance of the type indicated aboy. haye bc.n made and thatevide."" th.reof is 
in the dock.~ and that all requirements of penlnent regulaliDtlS haYe been complied with. I hereby eppIVye the 
abov.·descn'bed assistance in the amount set forth abOY., and by this documcn~ subject to the ayailability of ronds, the 
Government agre .. to advance such amounl to the applicQtU for the pwpose of and subject !D the availability prescribed 
by regula/ion! applicahlelo this type of assistanca. 

(Signa/II,. of Approving Official) 
Dare Apprvved: TIti. KENNETH SLONE. Stat. Director 
47. TO THE APPLICANT: As of this dille "tk Is is notice thai your appliation for financial assistance 

from the USDA has been approyed, as in lC3\e .boYe, ~ect 10 the availability of fUnds and other conditions required 
by the USDA. If you haye any question. contact the County Supervisor or District Director. 

o 



• USDA - ~ Rural -.::
Development 
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United Stat •• Dap.rtment of Agrl""lt""' 

June 19,2008 

Rural Development 
Kentucky Slate Office 

Mr. Roy Collett, Chainnan 
Morgan County Water District 
408 Prestonsburg Street 
West Liberty, Kentucky 41472 

Re: Letter of Conditions Dated April 25, 2007 

Dear Mr. Collett: 

This letter shall serve as Amendment No. I to the Letter of Conditions dated April 25, 
2007. The purpose of this amendment is to revise the number of existing and new users, 
revise the rates and charges, and make other editorial changes in accordance with RUS 
Instructions. 

Paragraph numbered "I" is revised to read as follows: 

.. 1. Number of Users and Their Contribution: 

There shall be 2,380 water users, of which 2,272 are existing users and 108 
are new users contributing S50,OOO in connection fees toward the cost of the 
project. The connection fees will be collected prior to advertising for 
construction bids and will be placed in the construction account at loan pre
closing, unless spent for authorized purposes prior to loan pre-closing. The 
Area Director will review and authenticate the number of users and amount 
of connection fees prior to advertising for construction bids. .. 

Paragraph numbered "29" is revised to read as follows: 

"29. Rates and Charges: 

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

771 CotpCll'ale Drive· Suite 200 • l8x1n~lon. KY '0503 
Phone: (659) 224-7336· Far (859) 224-7444· TOO (8Sg) 224-7422· Web: http://wNw.ruL'dev.U5da.govIkV 

Commllle:f to the future or rural communities. 

·USDA Is an equal opportunity provider, employer and lender." 
To rIM II complaint of dlsaTnlnaUon write USDA, Director. Office of Civil Rights, 

1400 Independence Aver'll •. SW. Washington, DC 2025O-U410 
or call (800) 195-3272 (voIce) Of (202) 7~382 (TOO). 



• 
Morgan County Wat· istrict 

Water rates will be at least: 

5/8- and 'v.-Inch Meters: 
First 2,000 gallons @ $ 
Next 3,000 gallons @ $ 
Next 5,000 gallons @ $ 
Next 5,000 gallons @ $ 
All Over 15,000 gallons @ $ 

I-Inch Meter: 
First 
Next 
Next 
All Over 

2-Inch Meter: 
First 
All Over 

5,000 gallons @ $ 
5,000 gallons @ $ 
5,000 gallons @ $ 

15,000 gallons @ $ 

15,000 gallons @ $ 
15,000 gallons @ $ 

Wholesale Rates: 

20.41 - Minimum 
7.33 - per 1,000 gallons. 
6.73 - per 1,000 gallons. 
6.13 - per 1,000 gallons. 
5.53 - per 1,000 gallons. 

42.50 - Minimum Bill. 
6.73 - per 1,000 gallons. 
6.13 - per 1,000 gallons. 
5.53 - per 1,000 gallons. 

105.80 - Minimum Bill. 
5.53 - per 1,000 gallons. 

City of Campton 
City of Frenchburg 

$ 2.85 - per 1,000 gallons. 
$ 2.85 - per 1,000 gallons. 

All other provisions of the referenced Letter of Conditions remain in full force and 
unchanged. 

Sincerely, 

~.c~ p.... KENNETH SLONE 
/ State Director 

cc: Area Director - Morehead, Kentucky 
Gateway ADD - Morehead, Kentucky 
Rubin & Hays - Louisville, Kentucky 
Steve O'Conner- West Liberty, Kentucky 
Cann-Tech, LLC - Lawrenceburg, Kentucky 
PSC - ATTN: Dennis Jones - Frankfort, Kentucky 

Page 2 
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April 25, 2007 

Mr. Roy Collett, Chainnan 
Morgan County Water District 
408 Prestonsburg Street 
West Liberty, Kentucky 41472 

Dear Mr. Co lIett: 

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

This letter is not to be considered as loan and grant approval or as a representation as to the availability of 
funds. The docket may be completed on the basis of Q RUS loan not to exceed 51,446,000; a RUS grant 
not to exceed $754,000; and an Appalachian Regional Commission (ARC) grant in the amount of 
S5oo,OOO. 

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

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

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

[fthe conditions sct forth in this lettcr arc not met within 240 days from the date hereof, Rural 
Development reserves the right to discontinue the processing of the application. 

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

n1 Corpcta\e OlIVa· SUite 200 • l.xlngton, Ky .. 0503 
Phone (!!59122~·7338 • Far. (l!IS!I) 224·74-4" • TOO: 185t) 224·7U2· WeD ~ I/wwwMd'''lndaQlNrky 

Canmidcd 10 the MURI of I'\if1ll c;.ammunilies. 

·USDA 11 an equal oppor1unilY pro\liaer. employet ariel lender' 
To fie a t:OmJNInt ddscnmlrtatM WTia!I USDA. Oirector. Otb ofCMIRiOhb. 

1400 Independence Avenue. SW. WaSh:nglon DC 202SO·1M 10 
or caCl (MO) 795-3212 (vaa) or (202) 720.6382 {TOO) 
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1. Number of Users and Their Contribution: 

There shall be 2,507 water users, of which 2,314 are existing users and 193 are new users 
contributing S50,OOO in connection fees toward the cost of the project. The connection fees will 
be collected prior to advertising for construction bids and will be placed in the construction 
account at loan pre-closing, unless spent for authorized pwposes prior to loan pre-closing. The 
Area Director will review and authenticate the number of users and amount of connection fees 
prior to advertising for construction bids. 

2. Grant Agreement: 

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

3. Drug-Free Work Place: 

Prior to grant closing, the District will be required to cxecute Fonn AD-I049, "Certification 
Regarding Drug-Free Workplace Requirements (Grants) Alternative I - For Grantees Other Than 
Individuals." 

4. Reoayment Period: 

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

S. Recommended Repayment Method: 

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

6. Reserve Accounts: 

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

The District will be required to deposit S635 per month into a "Funded Depreciation Reserve 
Account" until the account reaches S76,200. The deposits are to be resumed any time the account 
falls below the S76.200. 



Morgan County Water District Page 3 

The required monthly deposits to the Reserve Account and required Reserve Account levels are in 
addition to the requirements of the District's prior bond resolutions. 

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

The District also needs to fund an account for short-lived assets by depositing a sum ofS3,047 
monthly into the account. The funds in the short-lived asset account may be used by the District 
as needed to replaee or add short-lived assets in the District's water system. 

7. Security Requirements: 

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

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

8. Land Rights and Real Property: 

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

9. Organization: 

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

10. Business Ope@tions: 

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

11. Accounts, Records and Audits: 

The District will be required to maintain adequate records and accounts and submit annual budgets 
and year-end reports (annunl audits) in accordance wilh subsection 1780.47 ofRUS Inslruction 
1780 and RUS Staff instruction 1780-4, a copy of which is enclosed. 

The enclosed audit booklet will be used as B guide for preparation of audits. The District shall be 
required 10 submit a copy of its audit agreement for review and concurrence by Rural 
Development prior 10 Pre-closing the loan. 
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12. Accomplish Audits for Y cars in Which Fe4eml Financial Assistance is Received: 

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

13. Insurance and Bonding: 

The following insurance and bonding will be required: 

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

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

C. Fidelity Bond - The District will provide Fidelity Bond Coverage for all persons who 
have access to funds. Coverage may be provided either for all individual positions or 
persons, or through "blanket" coverage providing protection for all appropriate 
employees and/or officials. The amount of coverage required for all RUS loans is 
S241,OOO. 

D. Real Property Insurance - The District will oblain and maintain adequate fire and 
eXlended coverage on al\ structures including major ilems of equipment or 
machinery located in the structures. The amounts of coverage should be based on 
recommendations obtained by the District from its anomey, consulting engineer 
and/or insurance provider. Subsurface lift stations do not hav" 10 be covered except 
for the value of eleclrical and pumping equipment therein. 

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

14. Plaruting and Performing Development: 

A. The engineer should not be authorized to commence work on final plans and 
specifications until a determinalion has been made that the project can be planned 
and constructed within the estimated cost shown in paragraph "24" ofthis letter. The 
engineer may then proceed to develop final plans and specifications to be completed 
no latcr than 2 \0 days from Ihis date, and prepare bid documents. The Area Director 
is prepared to furnish the necessary !,'tlidc to follow so as 10 keep Ihe project plans 
and documents \vithin our guidelines and requirements. The project should not be 
adveniscd for construction hids until all easements and enforceable options have 
been ohtained, and total funds are commined or available for the project. 

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



Morgan County Water District 

I. Final plans, specifications and bid documents. 
2. Applicant's leiter on efforts to encowage small business and minority

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

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

IS. Civil Rights & Equal Opportunity: 

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

A. Section 504 of the Rehabilitation Act of 1973: 

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

B. Civil RiRhts Act of 1964: 

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

C. The Americans with Disabilities Act (ADAl of 1990: 

This Act (42 U.S.C. 12101 ~ prohibits discrimination on the basis of disability 
in employment, state and local goverrunent services, public transportation, public 
accommodations, facilities, and telecommunications. Title II of tile Act applies to 
facilities operated by state and local public entities that provide services, programs, 
and activities. Title III of the Act applies to facilities o\vocd, leased, or operated by 
private entities that accommodate the pUblic. 
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D. Age Discrimination Act of 1975: 

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

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

16. Closing Instructions: 

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

17. Compliance with Special Laws and Re!!lliations: 

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

18. System Ooerator: 

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

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

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

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

C. Fonn RD 400-4, "Assurance Agreement." 

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

E. Form RD 1910-1 I, "Applicant Certification Feueral Collection Policies for 
Consumer or Commercial Dcbts." 

F. RD Instruction I 940-Q, Exhibit A- I, "Certification for Contracts, Grants and Loans." 

G. RUS BUlletin 1780-22. "Eligibility Ct!rtification." 

:W. Refinancing and Graduation Reguiremenls: 

The District is reminded that if at any time it shall appear to the Government that the District is 
able to refinance the amount of the RUS indebtedness then outstanding, in whole or in part, by 
obtaining a loan from commercial sources at reasonable ratcs and terms, upon the request of the 
Government, the District will apply for anu accept such loan in sumcient amount to repay the 
Government. 
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21. Commercial Interim Financing: 

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

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

22. Disbursement of Project Funds: 

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

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

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

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

23. Disbursement of Gran! Funds: 

The RUS funds will be advanced as they are needed in the amount(s) necessary to cover the RUS 
proponionate share of obligations due and payablc by the District. Grant funds, upon receipt. 
must be deposited in an interest bearing account in accordance with 7 CFR pan 3016 (as 
applicable). Interest earned on grant funds in excess of $1 00 (as applicable) per year will be 
submitted to RUS at least quarterly. 

24. Cost of Facility: 

Breakdown orCosts: 
Development 
Land and Rights 
Legal and Administrative 
Engineering 
Interest 
Contingencies 

S 2,140,000 
50,000 
32,000 

284,000 
30,000 

214,000 
TOTAL S 2,750,000 



Morgan County Water District 

Financing: 
RUS Loan 
RUS Grant 
ARC Grant 
COMection Fees 

25. Revjew of Expenses 

S 1,446,000 
754,000 
500,000 
50,000 

TOTAL $ 2,750,000 

Page 8 

Upon review of the historical and proposed Operation and Maintenance expenses for the Water 
District, it has been noted that the expenses are excessive in relation to other similar Water 
Districts. Management should review all O&M costs and develop a plan to limit unnecessary or 
excessive expenses as possible. 

26. Commjtment of Other Project Funds: 

This Letter of Conditions is issued contingent upon a finn conunitment being in effect prior to 
advenising for construction bids for the ARC grant in the amount of 500,000. 

27. Use of Remaining Project Funds: 

The connection fees shall be considered as the first funds expended. After providing for all 
authorized costs, any remaining project funds will be considered to be RUS! ARC grant funds and 
refunded in proponion to participation in the project. If the amount of unused project funds 
exceeds the grants, that part would be RUS loan funds. 

28. Proooscd Oocratjng Budget: 

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

29. Rates and Charges: 

Rates and charges for facilities and scrvices rendered by the District must be at least adequate to 
meet cost ofmaintaining. repairing and operating the water system and meeting required principal 
and interest payments and the required deposits [0 debt service andJor depreciation reserve. 

Water rates will be at least: 

5/S" x 3/~" Meter Size: 

First 
Next 
Next 
Next 
All Ov~r 

2,000 gallons @ $ 
3,000 gallons @ S 
5,000 gallons @ $ 
5.000 gallons @ S 

15,000 gallons @ 5 

19.41 - Minimum Bill. 
7.03 - per 1.000 gallons. 
6.43 - per 1.000 gallons. 
5.83 - per 1,000 gallons. 
5.23 - per 1,000 gallons. 



Morgan County Water Disllict 

I" Meter Size: 

First 5,000 
Next 5,000 
Next 5,000 
All Over 15,000 

2" Meter Si~e: 

First IS,OOO 
All Over 15,000 

Wholesale Rates: 

City of Campton 
City of Frenchburg 

gallons@S 40.50 - Minimum Bill. 
gal10ns@S 6.43 - per 1,000 gallons. 
gallons@$ 5.83 - per 1,000 gallons. 
gallons@$ S.23 - per 1,000 gallons. 

gallons@$ 101.80 - Minimum Bill. 
gallons@S 5.23 - per 1,000 gallons. 

S 2.71 - per 1,000 gallons. 
S 2.71 - per 1,000 gallons. 

30. Water Purchase Contract: 

o 
Page 9 

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

31. Compliance with the Bioterrorism Act: 

Prior to prc·c1osing the loan, the District will provide a certification they have completed a 
Vulnerability Assessment (VA) and prepared an emergency response plan (ERP) as required by 
the Safe Drin1cing Water Act (SOW A). 

32. Floodplain Construction: 

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

33. Mitigation Measures: 

A. The project shall be in compliance with all requirements noted in the Governor's 
Office for Local Development leiter dated July 31. 2006. from Ms. Lee Nalley. 

B. Thc dcsign and construction shall be in compliance with the requirements of the U.S. 
Fish and Wildlife Service as requested by leiter dated November 8, 2006. and signcd 
by Virgil Lee Andrews, Jr., Field Supervisor. 
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C. The line design and construction shall be accomplished in a way thai will leave nood 
plains and farmland without effect after construction is complete. The Army Corps 
of Engineers Nationwide Permit No. 12 applies to all noodplain and wetland utility 
line construction. 

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

34. Final Approval Conditions: 

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

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

Sincerely, 

Lc:;~ 
L~ KENNETH SLONE 

//'. Slale Director 

Enclosures 

cc: Area Director - Morehead, Kentucky 
Rural Development Manager- West Liberty, Kentucky 
Gateway ADD - Owingsville, Kentucky 
Rubin and Hays - Louisville, Kentucky 
Steve O'Conner - Wesl Liberty, Kentucky 
Cann-Tech, LLC - Lawrenceburg, Kentucky 
PSC - ATT'N: Bob Amato - Frankfort, Kentucky 
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Form RD 194U·1 
(Aulom'led 8·97) 

HEQUEST 

I. CASE NUMBER 
5T CO DORROWERIO 

1. BORROWER NAME 

Morgan County Water District 

31. 

CLA5SIFICA TION 

'.WII1Tf 
1 lUCK 

ADVANCE 

S 0.00 

t · ... BYLOW ,.1.0. 

~2. OBLIGATION DATE 

MO DA YR 

APPLICANT 
4 • ,uauc 800Y 

o 

'.YES , . .., 

CODE 

I oal~noHOI4.Y 
1 . 08lIOAT!OHICMlo:.lli~r 
1 . ['O~ON CJI OaUQ"Tla~ 

S 500,000.00 

: .\5SL~"'nONU:-CL" • A5SI:'-IP110N \0\11 
1. ClEO!T SALE U1Tli ~lll LOA Sll~EQt 'f:<lT I 0."-'11 

4J. BEGls:-IlNG FARIIIERIRANCHER 

II IIJ\ ,1.:.,)"", ~"llIoMlh " ,Jill,' '" lIm I, 'ft/.! ": \11/11 III .1., ,,,,. re,hI",,", " ,. , ""' ~1I'1f1"" ,If I .\/l~ ..... ~ .. '."'I,. Ullt '''''~ 'If'f"tllf II", ,k. ",.." 11Ifo11l1ll'r' II ",:/lfllll: ,I,. 
I II . "'II, """IA' .• ' II ,..1"" , III /' r ll ",. / J",mllll J'I'~IW 1I,e' ,I,,· /1m" III' hrl',' .,. JlIoltt' (r,,. 1/111 (111'1'"'" 

Po,i liol11 

ORIGI:-;.U. - R.rr~w"" Cns< F(j COPY I • Fin •• " om" cory ~. '\I'Plkuntlo" Copy J. Slot. oroce 



·CERTIFLCATIDI'( AJ:PROVAL 
•• : b"'.> "/,- #1 ... 1 t .. 

For All Fanner Programs EM, OL, FO, and SW Loans 

44. 

45. 

This loan is approved subjecllo Ihe availablity of funds. Iflbis loan docs nol close for any reason wilbin 90 days from Ibe 
dale or approval on Ihis documen~ the approval omcal will request updated eligibility infonnalion. The undersigned 
loan applicant agrees that the approval official will have 14 working days to review ;:my updated inronnation prior 10 

submitting this document for obligation of funds. If there have been significant changes that may affect eligibility, a 
decision I1S to eligibility and feasibility will be made within 30 days from the time the applicant provides the necessary 
infonnation. 

If this is a loan aproval for which a lien and/or title search is necessary. Ihe undersigned applicant agrees that the 
IS-working-day loan closing requirement may be exceeded for the purposes of the applicant's legal representatives 
completing litle work and completing loan clOSing. 

COMMENTS AND REQUIREMENTS OF CERTIFYING OFFICAL 

Approyalo finl)ncial assistance is subject to the prOVisions of the ARC Letter of Conditions dated 
q q /07 and any amendmenls thereto • .-J-.. 'I 

07 OL, ~..e.<CWuz)...;(?1.'e\J~ @ ';':{);;1r ' tI.?,/ 
I HEREBY CER'ilFY.lhutTam unable tD obtain sufficient credit elsewhere to fmance my actual needs at reasonable 
rates and terms, taking into consideration prevailing private and cooperativc rates and tenns in or ncar my community 
for loans for similar purposcs and periods of time. I agree to use the sum specified herein. subjccllo and in accordance 
with rcgulations applicable 10 the type of BSsistnncc indicated above. and requested payment of such sum. I agree to 
report to USDA any material adverse changes. financial or otherwise. that occur prior to loan closing. I certify that no 
pan oflhe sum specified herein ims been receivcd. 1 hllve rcviewcd the 10lln approval requirements and comments 
associated with this loan request and agree to comply with these provisions. 

(For SFH & FP loans al eligible tenn. only) Iflhi5loan is approved,l elccllbe interest rate to be charged on my loon to 
be the lower of the interesl rate in effcct tit the time of approval or loan closing. If I check "NO", the interest rale charged 
on my loan will be the rale specified in Item 29 Oflhis fonn . 

_____ yES NO 

WARNING: Whoever. in any matter within the jurisdication of any department or agency or the United 
Slates knowingly and wlllrully ralslOes, conceals or coven up by aay trick, scheme, or device a 
material ract, or makes any false, fiditious or fraudulent statements or representations, or 
makes or uses any false writin& or document knowinz the same to contaia any ralse, fictitious 
or rraudulent statement or entry, shall be lined under this title or Imprisoned not more five 
years, Dr buth." 

Dale'-_____________ __ Morgan County Water District 

Dale qb~/07 
----------~~.~----

By: \( C..J.td -R~Oy~C~ot::\~lIe~t~t~~~~~~~--------
Chairman 

46. I HEREBY CERTIFY Ibat all oflhe committee .nd administrative delerminations and certificalions required by 
regulations prerequisile 10 providing assistance or the type indicated above have becn made and that evidence thereof is 
in the docket. and that nil requirements of penincnt rcgulations have bc:c:n complied with. I hereby approve the 
above-de::icribl:d assistance in the amount set forth above. Dnd by this document, subject to the ilvililability of funds, the 
Go\temment agre~!I 10 advance such amount to the ilpplicilnt lor the purpose of and subject to the availability prescribed 
by regulations applicilble 10 this t}PC ofllssislance. 

(SignOIllTd ufApprol'l/Jg Officiul) 
Olle Approved: _ Title 
47. TO THE APPLICANT: A, oflhis dale _ '1 WClt..i!JdJftis is nolice Ihal your applicalion for financial assistance 

rrorn the USDA has be~n approved. as ind icated above, subject to the aViliiability of funds and other conditions required 
by Ih~ USDA. I f you have any questions contact the COUllt} Supc!rvi!;or or Dislrict Director. 

o o 



September 19.2007 

Mr. Roy Collett, Chainnan 
Morgan County Water District 
408 Prestonsburg Street 
West Liberty. Kentucky 41472 

Dear Mr. Collett: 

USDA 
~ -= RuraJ~ 

~pment 

Unlt..t Slates ~t of Agr!cutbl .. 
Rural DevelopmHt 
KenluCky State OffICe 

This leller establishes conditions which must be understood and agreed to by you before further 
processing of your Appalachian Regional Commission (ARC) grant application and whieh must be 
met before the grant can be closed. 

The Federal Co-Chainnan of ARC hus entered into an agreement with the Administrator ofth. Rural 
Utilities Service (RUS) whereby the RUS will be responsible for awarding and administering the ARC 
grant offer for the proposed project in an amount not to exceed $500.000. The grunt offer is composed 
of an ARC Section 214 Grant in the amount ofSSOO,OOO. 

Please complete Fonn RD 1942-46. "Leller of Intent to M~'Ct Conditions.~ if you agree with the 
conditions stated herein and desire to continue with the ARC grant. 

I. Grant Administration: 

The RUS is responsible for administering the ARC grant. This will include responsibility of 
making the decisions and dctenninations involving project costs. availability of funds. contract 
documents. speci fications, plans. change orders. inspections during construction. final 
inspections, financial management of the project. and other areas affecting the awarding and 
administering of the ARC grant. 

2. Grant Resolution: 

The District will he required to pass and adopt a resolution accepting thc grant ofTer of 
S500.000 from the Appalachian Regional Commission. 

3. Grant Agreement: 

rhe District will be rcquired to execute RUS Bulletin 1780-12. · Water or Wastc System Grant 
Agreement." prior to closing the grant. 

771 CorPCU.lIte Of ve·~" 200· Le • .nglotl !(Y 405D3 
Ph(X'h) ,25'1.224 -73:6· F'lI 1159) 2201·7444· TOO ,8sg, 224 ·7422· Web Nip 'wNW ' J jCJ ..I$C.1I !J~ ~ ~ ~ 

'USDA IS an equal Oppor1I,1r"ty ~rovlljer emplOyer and eroder 
To file ;'I r.om;.lalrC at dlscnrTW\allO~ 'Mt.1I uSDA, 0 reelOf, Otfce 01 CNJ R gr:ls 

!0100 Ind,;lenc!'ncaAvetll,le SW WashlI'QIOO. DC 20250,9410 
tlI'~a" (MO) :'105-l:!72 lIl0tC4 at 12021720 o2l!2 tTOOI 
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4. Drug-Free Work Place: 

Prior to grant closing. the District will be required to execute Form AD-I 049. "Certification 
Regarding Drug-Free Workplace Requirements (Grants) Alternalive I . For Grantees Other 
Than Individuals." 

5. Davis-Bacon Act: 

The Construction contracts for project work in all applicable cases will contain binding 
provisions for paying the prevailing wages as determined by the Secretary of Labor in 
accordance with Davis-Bacon Act. 

6. Organization: 

The District will be legally organized under applicable KRS, which will permit them to 
perform this service and to carry out the purpose of the proposed grant. 

7. Compliance with Special Laws and Regulations: 

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

8. fund Release: 

The District will be required to provide paid receipts or ru:counts payabld invoices for release of 
funds . 

9. Audit/Closeout Report: 

The District will be required to furnish an audit report. or other approvcd report. on the final 
cost of the project. at its own expense. 

The proportionate share of any ARC grant funds actually advanccd and not needed for any 
approved purposes shall be returned immediately to the ARC as provided for in the grant 
agreement. . 

10. Remaining Project Funds: 

Ifthc actual eligible costs are less than the estimated costs on which the Commission based its 
approval ofa supplemental or special basic grant (or if the non-214 basic federalgrant(s) or the 
non-federal funds arc increased for a project without any change in eligible projcct costs). the 
amount of Section 114 funds availablc for the project shall be reduced to the difference 
between the actual eligible costs and the sum of (i) the non-214 basic grant(s) and (ii) the Ilon
lederal funds shol\ n in the approved Section 214 application unless, because of changed 
circumstances, the Commission directs other\\ ise. 
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II . final Approval Conditjons: 

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

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

Sincerely, 

~'l?:iML 
KENNETH SLONE 
State Director 

cc: Area Director - Morehead, Kentucky 
Rural Development Manager - West Libeny. Kentucky 
Gateway ADD - Owingsville, Kentucky 





Preliminary Engineering Report - Waterline Replacement 
Project-Phase 1, Morgan County, KY 

GENERAL 

Morgan County is located in the eastern part of Kentucky approximately 88 miles east of 

Lexington, 67 miles northwest of Pikeville, 63 miles north of Hazard and 24 miles south

east of Morehead Kentucky. Morgan County is bordered by Wolfe, Menifee, Rowan, 

Elliott, Johnson and Magoffin Counties (see Figure 1). West Liberty is the County Seat 

of Morgan County and is a 4th class city. In 2015 it is estimated that of the total county 

population of 13,275, there were 3,330, or approximately 25% of the County population 

living in West Liberty. 

The remaining 75% lived in Morgan County and were served potable water by the Mor

gan County Water ~istrict (MCWO) which was created in 1992. MCWO has waterlines, 

pump stations and water storage tanks throughout Morgan County to serve their approx

imately 2800 residential and commercial customers (2019) and some 4,100 households. 

MCWO's office is located at 1009 on KY 172 north of West Liberty. 

MCWO does not have any treatment facilities and thus purchases all of their water and 

then sells it to their customers . They purchase approximately 113.3 million gallons (MG) 

annually (approx. 41%) rom Cave Run Water commission at $2.57/1000 gallons and 

161 .7 MG annually (approx. 59%) from the City of West Liberty at $3.08/1000 gallons. 

In addition to their customers, they have the ability to provide water to 2 other entities 

thru master meters, i.e. City of Campton and City of Frenchburg (currently inactive). 

This only amounts to O.054MG annually with most of this water going to the City of 

Campton. They charge $4.16/1000 gallons for the water they sell wholesale. They 

have other connections with other entities but these were established merely for emer

genCies and they generally do not sell water at these connection points. 

All of MCWO's facilities are located either on property that they own in fee simple, pri

vate easements or on permitted public ri9ht of way. The water district was formed under 

KRS Chapter 74, which means it Is governed by the KY Public Service Commission 

(PSC). The PSC oversees their customer usage rates and monitors theiroperation and 

management. 

nesbitt engineering, inc. 
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1. PROJECT PLANNING AREA 

The proposed project planning area for Phase 1. since this project is a wa

terline replacement project consists of the current service area which is ba

sically all of Morgan County outside of the City Limits of West Liberty . Cur

rently the water district has a large percentage (over 50%) unaccounted for 

water which is causing financial hardship on the District.. 

a. Location 

The location of the proposed Phase 1 Project will be as indicated on the 
U.S.G.S. Topographical map included as Figure 2. 

b. Growth Areas and Population Trends 

According to figures obtained from the Kentucky State Data Center (UL 

KY SDC) in Louisville . Morgan County is projected to slightly decrease 

in population till Census Year 2040. 

This area of Morgan County has wide valleys and is prime land for fu

ture home and business sites along the following KY State Routes 519, 

172, 191 and 205 and US 460 corridors. The primary goal of this pro

ject is to reduce the percentage of unaccounted for water and thus re

sult in an increase in net revenue for the District. 

Table 1-1 Population for Morgan Co. from UL KY SOC 

Area Year Determined Population Households 

West Liberty 2015 Projection 3.330 -
Morgan Co. 2015 Projection 13.275 4.818 

Morgan Co. 2010 Census 13.923 4.860 

Morgan Co. 2020 Projection 12.824 4,739 

Morgan Co. 2030 Projection 11,782 4.465 

Morgan Co. 2040 Projection 10,536 4.016 

2. EXISTING FACILITIES 

a. Location Map 

The homes and businesses in the project area rely totally on MCWD for 

their water needs. See Figure 2 

2 

P.IMCWD1I1191 01l01 ·PreiiminarylPER Report 



; 
I 
~ 

i 
~ 

I 
i 
e • 
8 

~ 
~ 
8 

I 
I 

Menifee 

, 
/ 

'-

Rowan 

,.,,..,, .. 
i • "---./--,.j 

.-.I. , 
~""""~\..J ,r , , 
I 
1 
1 

I 
1 
1 

I 
I 
I 

) 

WoUe 

/1.. 
.Y- j 

, 
( 
• ''---\.. 

Elliott 
Morgan 

r 

1 
• C_ 

-'~ 

'\.. .J-_ .-

, 
'I"-~'" 
, 

,.I" Magoffin 

,.-v'-v·' /-'r., .. L.....,' I 

.'-.. 
~t.,1 

"I ..... , 

:K: 

Johnson 

<- -" 
") 
~ , 

• r'.'U , , 
~ :-' ,"'\:, 3 '~~, ,.., -, 1-_./ 

Morgan County Water District 

"_, , ..... - "'-' y-
c ..... , ... ... • ..... 191 l1S.000 . .. , ... ...,...,. 

100.Il00 """ ....'" ... "" ... 150.000 "" ... ... on uo,ooo . ... ,""--, ... Itwyt~ 100.000 "'" ... -- ..... ,." ... ... """- 151,000 "" T ...... ... --"'"' /00." " .. ... " ... ... on -, 
, .. ............ c.._ ,""--, 
'" ............ ... "" 
'" ............ .....,437 

10' ............ IMy 431 
tAbanclotl.." 

'" ............ ...... 
'" ........... Hwy519 

, .. ............ , ..... 
"""'"" '" ............ --".. , .. ............ .... -""--

, .. 1~s....I:~ ... ) 
EXISTING FINISH WATERLINES 

=
=== 8- 3-

S- 2-0RLESS 
4" 

EXISTING SYSTEM FEATURES 

• STORAGE TANK 

• BOOSTER PUMP 
• PURCHASE METER 

- - - - WEST LIBERTY CORPORATE LIMITS 
----MORGAN COUNTY BOUNDARY 

i " 

~ ---. .~ 
§ -...... -~ N IV -- -~CW "91.01 ~ : >(o! FIGURE 2 r 5-20-2019 - NOT TO SCAl£ J. .J i! "'_, 

, , 
nesbitt engineering. inc. """*""" P'CM!rI -*'_ ...... 1916 

EXISTING WATER DlSTRIBUnON SYSTEM 
MORGAN COUNTY WATER DISTRICT 

MORGAN COUNTY. KENTUCKY 

I 



nesbitt engineering, inc. 

b. History 

The MCWD owns and operates a water distribution system serving most 

of Morgan County. The District has no treatment facilities, so they pur

chase water and then distribute it to sell to their customers. 

C Condition of Facilities 

The District has the following existing facilities; per the KY KIA WRIS 

system data 

Table 2-1 Distribution Lines 

Diameter (in .) Linear Feet of Pipe % of Total Linear Feet 

8 138,692 7 

6 873,945 46 

4 666,175 35 

3 173186 9 

Up to 2 30,434 2 

Totals 1,882,432 100 

Table 2-2 Age of Distribution Lines 

Decade Constructed Linear Feet of Pipe % of Total Linear Feet 

1970 210,348· 11 

1980 381,506· 20 

1990 51 ,849 3 

2000 1,183,102 63 

2010 55,627 3 

Totals 1,882,432 100 

• District was created in 1992, so these totals were included in 1990 dec

ade. 

From these two tables, one can see that the majority of the District's wa

ter lines are 4" and 6" in diameter (approx. 81%) and also roughly 33% of 

their system was installed prior to year 2000. 

Contrary to the data, on the WRIS web site district personnel stated there 

is no asbestos cement lines in their system. 

3 

P.IMCW01l1191 .01101·PreliminaryIPER Report 



nesbitt engineering, inc. 

The District has six pump stations to fill their seven water storage tanks. 

These pump stations are controlled by telemetry from the tank they are 

filling and this information is transmitted back to the district office. 

The seven tanks have a total storage capacity of 932,000 gallons, which is 

approximately 1.25% of their Average Daily Demand based on the volume 

of water purchased annually. (274,987,000 G/yr/365 days/yr) = 753,389 

G/day). (932,000 G1753,389 G/day = 1.25 days supply) . 

All portions of the MCWD water distribution system are in compliance with 

all applicable State requirements. 

d. Financial Status of any Existing Facilities 

The District currently operates all infrastructure facilities in a financially 

solvent manner, but due to the large amount of unaccounted for water. 

the horizon doesn't appear as positive. Audits are preformed on an 

annual basis and rates are reviewed as necessary. The most recent 

rate increase approved by the PSC was enacted in 2018. Appendix 

Q..contains plot of the unaccounted water by year. 

3. NEED FOR PROJECT 

a. Health, Sanitation, and Security 

The health and safety of the residents living within the project area 

depend on the ability of the District to provide potable water at an 

adequate pressure. 

Residents of Morgan County without access to the District's water 

distribution system , utilize wells, hauling water or bollied water. 

Water quality from the private wetls could be suspect due to the 

use septic tanks for the treatment of household sewerage, The 

soils of the area are classified as unsuitable for proper septic treat

ment over an extended period of time. 
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nesbitt engineering, inc. 

P.\MCW01l1191 .01101-PreliminaryIPER Report 

b. System O&M 

Operation and maintenance of the proposed replacement waterlines 

and distribution system will continue to be provided by the existing. 

certified and licensed staff of the District. 

C. Since the new waterlines will be installed in the existing 

easements. i.e. In previously disturbed areas, it is believed that a 

Categorical Exclusion could easily be obtained for this proposed Phase 

1 project. 

4. Scope of Proposed Project 

An effort to identify the waterlines with the greatest leakage and/or those 

with the highest frequency of repair is ongoing and was 

enhanced by the assistance of the KY Rural Water Association (KRWA). 

Representative that was on site in June 2019 for 5 days assisting with 

Identification of lines that should be considered for replacement or verifying 

lines that were not leaking or compromised. 

In the future a record or listing of lines that require frequent repair should be 

maintained for line replacement consideration. Operators can identify those 

lines which need repairs . After that. the project should encompass 

the oldest lines that experience the greatest amount of pressure and con

sider replacement of these oldest lines installed in the system. Leak 

determination of KY 1191 from index to Wolfe Co. line should be 

considered as far as the current funds would permit. 

5 



nesbitt engineering, inc. 

The estimated Opinion of Probable Construction and Project Costs for 

Phase 1 will be presented in Appendix "A' of this report. Lines on US 460 

and KY 172 are the major lines to be replaced. There is also a 2" diameter 

line perpendicular to US 460 that should be replaced. 

One pump station's chlorine room is slated to be rehabilitated and the re

maining estimated construction funds can be used to replace of some 

valves, hydrants and residential water meters. (see figure 3). 

5. Project Funding 

The District will seek funding from both Rural Development (RD) and the 

Appalachian Regional Commission (ARC). They will request a grant of 

$800, 000 from ARC and $280,000 low interest loan and a $120,000 grant 

from RD. RD has three rates available, i.e. Market, Intermediate and Pov

erty based on non-metro Median Household Income (MHI). The levels of 

MHI and the rates are as shown in Table 5-1 (see appendix 8 for addition

al information). 

It appears that Morgan Co. just misses qualifying for the lowest interest 

rate as their MHI is shown in their KIA Drinking Water Profile as $32,870. 

Therefore using the Intermediate Interest Rate of 3.375% and financing a 

$280,000 loan for 38 years (with two payments per year) would result in an 

annual payment of $13,131 (calculation included in appendix 8). 

Table - 5-1 

Designation MHI (non Metro) Percentage 

Market $40,418 and above 4.25 

Intermediate $32,335 to $40,418 3.375 

Poverty Less than $32,334 2.50 
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nesbitt engineering, inc, 

6. Conclusions and Recommendations 

RD requests that the entity collect 10% more than this amount as a safe 

practice (10% coverage). Adding the coverage would result in a total annu

al RD loan payment of approx. $14,444/year ($39.57/day) , 

The amount of water that would need to be reduced from the District's pur

chases would be the amount to offset the $39,57day, Based on the 

weighted average purchase price of $2.87/1000 gallons, this would require 

a reduction of 13,800 gallons/day. This amount is slightly over 1.8% of their 

average amount purchased daily. The goal of this project is to reduce the 

percentage of unaccounted for water by 10-15%, so 1.8% seems very at

tainable. 

This reduction of cost coupled with a rate increase adjustment should be 

considered to stabilize the financial situation of the District. 

Appendix B contains the calculation for existing rates and existing cost to 

replicate the income shown in the 12/31/2017 audit. It also indicates a 

change in the rate structure to just two categories and proposed rates that 

would generate sufficient revenue to make the cash flow be positive with the 

proposed additional Phase 1 project debt service, 
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Appendix "A" 

• 
• 

Estimated Opinion of Probable Construction Cost 

Estimated Opinion of Probable Project Cost 
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• USDA Rural Utilities Interest Rate Information 
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Appendix "G" 

• MCWD Facilities 

- Pipes 

- Pump Stations 

- Tanks 
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Appendix "D" 

• User Rate Information 

- Existing Rates Effective 1 0/1/2018 

- Customer Usage to Reflect Revenue as Shown in 

12131/20107 Audit 

- Proposed Rates for Phase 1 Project 
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Morgan County Water District 
Opinion of Probable Construction Cost 
Waterline Replacement Project (6/2019) 

nesbitt engineering, inc. 
PlO~,d,"9 " 0" '" ,0i\011O.-' WO'II f " ~ 'to 

227 NOlth UpJ>e/ Sireel 
l~lrngton. KY 4OS07 1016 



Morgan County Water District 
Opinion of Probable Project Cost 

Waterline Replacement Project (6/2019) 

Possible Funding Sources 
Appalachian Regional Commission (Grant) 
Rural Development Grant 
Rural Development Loan 

Total Project Funds 

nesbitt engineering, inc. 
plClW drn9 plo"n IDlur,onllln(t '!llll 

227 Norl n Upper SII!et 
l exington, KY 40507 1016 

$ 
$ 
$ 
$ 

r \Mllrpn Cnunt> W.lIer Dlsinci II q I-III WaIL'fJinc.: Rl.jlla"."rm.'tlI ··04 Prelim PFR',Cnn51 Cfl SI OPlnl1l1l " 24 ·2019 , ~lsxCun!i1 Ttltal 

800,000 
120,000 
280,000 

1,200,000 
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• USDA Rural Utilities Interest Rate Information 
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Main, Ora 

From: 
Sent: 
To: 
Cc: 

Hollinsworth. Anthony - RD, Lexington, KY <anthony.hollinsworth@usda.gov> 
Tuesday, May 21, 2019 9:11 AM 
Main, Ora 

Subject: 
Anderson, Julie - RD, Lexington, KY 
RE: KY Interest Rates 

Ora, the income levels are based upon percentages of the state non metro MHI. The simple answer is: 

Market = $40,418 or above 
Intermediate = $32,335 up to $40,418 
Poverty = less than $32,334 + the project has to remove a sanitary or health hazard 

Thanks, 

Anthony 

From: Main, Ora <omain@nei-ky.com> 
Sent: Monday, May 20, 2019 7:32 PM 
To: Hollinsworth, Anthony - RD, Lexington, KY <anthony.hollinsworth@usda.gov> 
Subject: Re: KY Interest Rates 

Thanks 
What income levels qualify for intermediate and poverty rates? 

Sent from my iPhone 

On May 20,2019, at 4:23 PM, Hollinsworth, Anthony - RD, Lexington, KY <anthony hollinswortH@usda.gov> wrote: 

Ora: 

Good afternoon. Our current interest rates (through June 30" ) are: 

Market 4.25% 
Intermediate 3.375% 
Poverty 2.50% 

Rates change quarterly, so these rates will probably change effective 7/1, and that rate has not yet been 
established. 

Thanks, 

Anthony 

From: Anderson, Julie - RD, Lexington, KY 
Sent: Monday, May 20, 2019 3:52 PM 
To: Main, Ora <omain@nei-ky.com> 
Cc: Hollinsworth, Anthony - RD, Lexington, KY <anthony.hollinsworth@usda.gov> 
Subject: RE: KY Interest Rates 



Hey Ora. Hope all is well. I am not sure what the rates are. I don't do the financing side of things so I 
have cc'd Anthony on this one. He should be able to tell you what they are. Thanks, Julie 

From: Main, Ora <omain@nei-ky.com> 
Sent: Monday, May 20, 2019 3:43 PM 
To: Anderson, Julie - RD, lexington, KY <!ulie.anderson@usda gov> 
Subject: KY Interest Rates 

Julie, 

What are the current interest rates and what income levels would determine which rate a water utility 
would be granted. 

Thanks, 

Ora C. Main, PE, MBA 
Project Manager 

nesbitt engineering , mc 
main (859) 233·3111 
dlr.ct. (859) 685 ·4514 
c.1I (859) 333·7771 

This electronic message contains information generated by the USDA solely for the intended recipients. 
Any unauthorized Interception of this message or the use or disclosure of the information it contains 
may violate the law and subject the violator to civil or criminal penalties. If you believe you have 
received this message in error, please notify the sender and delete the email Immediately. 
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USDA 
iIiiii 

United States 
Department of 
Agriculture 

Rural Utilities Interest Rates 
Interest Rate 

Quarterly Loans Approved Pd\ IClt y Intcrm~(hat c JI,Im kct 
HCJlnr t Dllte (h' run'/ After 

01/04/19 Before 5/22/08 4.500 4.375 4.250 

01/04/19 After 5/23/08 2.500 3.375 4.250 

01/01/19 Before 5/22/08 4.500 4.375 4.250 

01/01/19 After 5/23/08 2.500 3.375 4.250 

10/1/18 Before 5/22/08 4.500 4.250 4.000 

10/1/18 After 5/23/08 2.375 3.250 4.000 

07/01/18 Before 5/22/08 4.500 4.125 3.875 

07/01/18 After 5/23/08 2.375 3.125 3.875 

04/01/18 Before 5/22/08 4.500 4.125 3.875 

USDA is an equal opportunity provider and emplover. 



M an Co. Water District 

= 0.023448 No. 

$13,130.96 

Cumulative interest prior to payment 1: 

Interest 

C\ __ MainIWhilesburgI74R 2817SK,4 50/. 

Interest 

63,123.78 
67 

75,722.70 

83,920.12 
87,956.21 
91 

o. 
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Appendix "C" 

• MCWD Facilities 

- Pipes 

- Pump Stations 

- Tanks 
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Size 

u. 10 2 

.'0 plo 
plo 
plO 
O~!:"' 

To~:e, 

4 

TO: .. :", 

6 
6 

TO:;:"' 

8 

TO~:"' 

Morgan County Water District 
Existing System Pipes (Sorted by size) 

Decade Length LFby Miles Material 
Constructed (LF) size Iby size 

I 
2000 4. 
2000 7.2' 

30.434 58 

'VC 2000 '.54 
1970 I •• : 
1980 '.770 
f!l99 R 

173.'" 32J 

PV, I 
)CO 

II ~ 
"'.175 126.: 

1980 
1990 

I i 
PVI ~ 
PVI 242.735 

873."5 "5~ 

D~i6:!'E 2010 5,694 

,.70 
2010 

I 
'38.69' 26.3 

~ 
"'0 .om ..... """ 

, , ........... 
·Olstrlct personnel st~tes thele 11 no AC lines in their system 

%01 
Total 

I SyStem 

,. 

... 

,.. 

46. 

,. 

P"\MorSln County Wilter Oisttlct\Mof"n Co Wal~ OisuicI WRIS Asset Milnq:ement _Iroue Sort 



Morgan County Water District 
Exlsti", System Pipes (Sorted by Decade Installed) 

Size Decade Leng th LFby 
Material Decade Installed' (LF) 

~ 

~ 
_ ,.70 

~ ~7!l 

I=n ....... 21 ..... 

0 1980 
!iJ>lo 2 ~ 

~ 
• "'IRO~E 41.067 

TO"I!",~ 
"'.506 

6 PVC ,." .! 
T"'I~~ 

St ... , 

=; 
I • !! --'I~ ,2 

R 
Up ,2 

Up ,2 

~ 
'=:;n5l ..... 1,1Il.1.' 

• D~;~~E 2010 5,69' 

3 3. 

I=::'n_ '5621 

I ~'I T.,," I , ,,,,,m I 

%of 
Total 

5yste", 

", 

,~ 

'" 

.'" 

" 

ill l!I1O& UIO.,.1ncMMolI In l .... tHO_' ... 



# of 
Dale Name 

Conslrucled 
Pumps 
MfrType 

Pneumatic Perkins 
2 

Cemetary Highway 844 2002 
ArmslrongNert. 

Feeds 10-12 

2 
Hlghway519 2004 Aurora, 

Pee~ess!Cenl. 

Highway 437 (New) 2007 
2 

GrundfoslVert 

Highway 205 2009 
2 

Goulds! Vert. 

Morris Cemetery 
2009 

1 
Dog House BerkeleyNart. 

Highway 460 E Spaws 
2014 

2 
Creek GrundrosNert. 

- 2 GamalsF\' 

Spaws 
2 c:.eek 

- ---- -

, __ <-... " .. I .... . '~ ... c.. . __ •• ___ .. I\ •• _ 

Morgan County Water District 
EJUstine System Pump Stations Un Use· 6) 

Pump Pump 
Capacity Motor Model # 
(GPM) HP/RPM 

30 2/3600 VMS-3004 

100 511800 341 

96 7.5/3500 CRN15-4 

100 5/1750 
33SVDG04J 

GTC 

25 1.5/3500 BVM4-40 

400 30/3500 CR90-2-1 

Above Gmd 
(A) 

UnderGmd 
(U) 

A 

U 

A 

A 

A 

A 

Pump Pumps 
Pumps 

Head 
10 Slart/Slop I 

(FI) Conlrol 

135 10-12 Homes Bladder 

Ditney Ridle 
65 98/105 

Tank & lal 

195 Smith Creek Tanle 76/87 

135 134 Tank 71/78 

125 2 Homes Bladder 

24'/30' 

190 
Cow Branch Tanks n transducer 

&02 needs 

replaced 



Morgan County Water District 

Exlsti", System Storace Tanks 'In Use 7MNot in Use 1) 
(son" oWen to fte_IU 

Tank Date Capacity Type of Ground Overflow From Water Level Control Tank Elev. 
Dimensions Elevation Pump Fill/Stop Name Constructed (Gattons) Tank Canst. Elevation 

(Ft) Statton 
(Telemetry or AV) 

Control Pts. 

Highway 191 211111992 175,000 
Steel, glass 25.18'0 x 46.76' H 

1,052 1232 
Gravity from 

lined Standpipe Oly T 

Ezel Tank 118/1995 150,000 
Steel, glass 18' 0 x 84' H 

1,148 1232 
Gravity from 

lined Standpipe CRWC T 

Highway 172 (ofd) 
611811905 110,000 

Steel, gIess 19.58' 0 x 46.76' H 
. (Not In use) lined Standpipe 

Spaws 21212002 157,000 
Steet, glass 25' .18' 0 x 42.17' H 

1,224 1266 
From kY 

Creek # 1 lined Standpipe 460 E PS T 

Highway 1002 
513112004 100,000 

Steel, glass 
Etevated 80' 10" 1,182 1254 

From KY 
Oitney Ridge Hned 519 P5 T/AV 

Smith Creek 
21112007 50,000 Steel 

10' 0 x 97.5' H 
1,252.5 1350 

From kY 434 
Tank Standpipe PS T 

Highway 134 1011/2009 100,000 
Steel, glass 14'Ox90'H 

1270 
From KY 205 

lined Standpipe P5 T 

Spaws 1211/2014 200,000 
Steel, glass 

28' 0 x 42' H 1,223.5 1266 
From US 

Creek # 2 lined 460E PS T 
-

Total Stcnve Clpaoly of all Tanks· 1.0"2000 . "0,000· 932.000 9t1ons 

....... _t .... ~,...._O'U ... _c.._OoWin. •• -.I-.-,_._c., "'_OIo.-<III 

, _ ... r-..... _o<\_ .... .. .... _ .. __ .. _ ........ ,_ 



# 01 Date Name 
Constructed 

Pumps 
MlfType 

Highway 191 1992 2 
(Nolin usa) Aurom/Cenl 

Highway <160 2 I 

(Nolin use) 
1995 

DakolalCent. 

Splltwood 
2 

1996 BU<I<s, 
(Nol in use) 

PeertessICenl 
2 

Highway 172 (old) 1996 Dakota, 
PeertesslCent. 

HIghway 203 2 
1999 Dakota, (Not in use) 

Peertess/Cenl. 

Highway 437 2 
2001 Aurora, 

(Not In use) Peert888lCenL 

CowBnlnth 
2 

(Not In use) 2002 Dakota, 
PeertessICent. 

Adelle 
2002 2 'I (Not in usa) Cornell Hortz 

'~''''_''''''-''''''I'''(L'''''''_' _____ .'_ 

Morgan County Water District 
ExlstinC System Pump Stations (Not in Use: • 7) 

CNlIt.dolcleIlID_,1! 

Pump Pump 
AboveGmd 

(A) 
Capacity Motor Model # UnderGmd 
(GPM) HP/RPM (U) 

200 7.511750 

150 2013500 

100 1513500 

100 7.5I3SOO C-8156 U 

25 513450 

30 3I3SOO 

100 7,5I3SOO 

234 7.511800 

I 

Pump 
Pumps Pumps I 

Head 
to 

StarliStop 
(Ft) Control 

I 

I 

I 

i 

I 

I 

72 
I 



Appendix "0" 

• User Rate Information 

- Existing Rates Effective 10/1/2018 

- Customer Usage to Reflect Revenue as Shown in 

12131120107 Audit 

- Proposed Rates for Phase 1 Project 

nesbitt engineering, inc. II 
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MORGAN CO\Ilfi'Y WATER WSI!!JC[ 
(N- orUdlilJ) 

Monthly Rates: 

SIB- x 3(4 • Mater 
first 2,000 galIoN 
Next 3,000 gallons 
Next 5,000 gallons 
Next 5,000 gallons 
OVer 15,000 gallons 

1 • Maler 
FirsI 5,000 gallons 
Next 5,000 gallons 
Next 5,000 gllllane 
OVer 15,000 gllllons 

2 • MeIer 
FIrst 15,000 gallons 
OVer 15,000 gallons 

8·Mt!ar 
FIrat 100,000 gallons 
OVer 100,000 glllioN 

WHOlESALE WATER BATE: 

3""'~ CIty 01 CmnpIon (€:". ~""d4 

CIty of Frenchburg 

DAm Of ISSUE JarntJDll 
llllallal n. J Yea' 

IWllZll1 

?% e :'JaIYCII' 
~,,-

ISSUBDIY_ 

fOR !!min; Smi!lC AIu 
CaaumuUOY. To_ or ClIy 

p.s.c. KY. NO. ____ -'-___ _ 

r' BcYPcd SIIEE1' NO._--L ___ _ 

CANCELLING p .s.C KY. NO..--''--__ _ 

SHESTNO.,_-'-__ _ 

$25.42Mlnimlnl BIll + UT .'1/.Q4 :=. ~~.\t 
9.41 per 1,000 gallons 
B.72 per 1,000 gallons 
B.03 per 1,000 gallons 
7.34 per 1,000 gallons 

$53.78 Minimum BIll 
8.72 per 1,000 glliions 
8.03 per 1,000 gallons 
7.34 per 1,000 gallons 

$138.38 Minimum BID 
7.34 per 1,000 gallons 

$761.31 MInimum BIll 
7.34 per 1.000 gillons 

$4.26 per 1 ,000 gallons 

$4.26 per 1,000 gallons 

KENTUCKY 
PUBLIC SERVICE COMMISSION 

Gwen R. Pinson 
Exeartrve Dil1!dor 

~ ';2 . ~.......:-a-
IY AUIHOIUTY 

INCASENO,_ 

Ill' oaDIIII DP ntaPUBUCSBRYJCI! aJMNISSIIlN EFFECTIve 
2Q1!.I!!191 DA11iD 10/1/201Q 

PURSUANT TO B07 KAR 5.01 t SECTION 9 11, 



Morgan County Water District 
Existing Rates (5 Rate Blocks - Effective 10/01/2018) - 2019 customers 
Verification of Revenue in Audit(YE 12131/2017) 

Annual 
Annual 

Meter Size Galions 
Revenue 

Sold 

5/8 x 3/4" Meter 109,968,462 $ 1,383,374.00 

1" Meter 1,054.740 $ 10,577.00 

2" Meter 5,862,624 $ 45,263.00 

6" Meter 2,146,000 $ 16,094.00 

Totals 119,033,826 $ 1,455,328.00 

Annuat Revenue Required for 2022 (2019 WL Replacement Project and 
additional Debt Service) = 

Existing Income based on 2018 rates and 2019 customers = 

Required Additional Revenue in 2022 = (1,617,618-1,455,328) = 

$1,617,618 

S 1,455,328 

$ 162,290 per year or 
$ 13,524.17 per month 

This would require approximately a 12 % increase In rates to generate the additional revenue shown above. 

A minimum rate of 528.0012000 gals) and a single rate block overthe minimum of 511.59/1000 galions 
would produce the addiUonal revenue needed as shown above for the2019 WL Replacement Proj. 

See All Meters Proposed Rate. 

P"U.1organ County Water Distric!\Morgan Countv Water District Ex-51 Rates ~ 2019 cust 5-23·19 xls.Tota!s 



Morgan County Water District; Existing Rates - 2019 customers 

Residential 5/8 x 3/4" Meter 

First 2,000 Gal. at $25.42 Minimum Rates 

Next 3,000 Gal. at $9.41 per Thousand Galions Effective 

Next 5,000 Gal. at $8.72 per Thousand Galions 10/1/2018 

Next 5,000 Gal. at $8.03 per Thousand Galions 

[Ali Over 15,000 Gal. at $7.34 per Thousand Galions 

Monthly Usage Galions Average 
Average 

Usage (1000-
Monthly Usage 

Monthly No. of Users 
GaL) 

Monthly Income 
Bill 

From To 
0 2000 1,800 $ 25.42 1154 1080.08 $ 29,332.14 

2,000 3,000 2,895 $ 33.84 426 1,232.40 $ 14.406.52 
3,000 4,000 3,550 $ 40.01 360 1.277.29 $ 14,393.98 

.. - 4,000 $ 44.24 0 0.00 $ -
4000 5000 4,863 $ 52.36 290 1.411.73 $ 15,200.35 
5,000 6,000 5,442 $ 57.50 175 950.72 $ 10,045.99 
6,000 7.000 6,670 $ 68.21 151 1,005.17 $ 10,279.61 
7,000 8,000 7,346 $ 74.11 108 791.90 $ 7,988.75 

8.000 $ 79.81 0 0.00 $ -
8,000 9,000 8,593 $ 84.98 52 444.26 $ 4,393.52 
9000 10000 9,818 $ 95.66 40 388.79 $ 3,788.25 
10,000 11,000 10,290 $ 99.58 15 158.47 $ 1,533.51 
11,000 12,000 11,861 $ 112.19 8 91.33 $ 863.89 

12,000 $ 113.31 0 0.00 $ -
12,000 13,000 12,605 $ 118.17 4 55.46 $ 519.94 
13,000 14,000 13,848 $ 128.15 3 45.70 $ 422.89 
14000 15000 14,567 $ 133.92 8 112.17 $ 1,031 .21 
15,000 over 15,400 $ 140.34 8 118.58 $ 1,080.59 

Totals 2800 9164.04 $ 115.281.13 

Annual Residential Water Sales $1,383,373.58 

ITotal Annual Water Sold (Galions) 109,968,462 

RESIDENTIAL 

Total Users 2800 

Total Annual Water Sales $1,383,373.58 

Average Monthly Bill $41 .17 

Average Monthly Usage (Galions) 3,272 

P:IMorgan County Water Districl\Morgan County Water District Exist Rates - 2019 cust 5·23·19.x1sxResidenliaI3.4- Meter 



Morgan County Water District; Existing Rates - 2019 customers 

Residential 1" Meter 

First 5,000 Gal. at $53.78 Minimum Rates 

Next 5,000 Gal. at $8.72 per Thousand Gallons Effective 

Next 5,000 Gal. at $8.03 per Thousand Gallons 10/1/2018 

All Over 15,000 Gal. at $7.34 per Thousand Gallons 

Monthly Usage Gallons 
Average Average 

Usage (1000-
Monthly Monthly No. of Users 

GaL) 
Monthly Income 

Usage Bill 
From To 

0 5 000 4,863 $ 53.78 4 19.45 $ 215.12 
5,000 6,000 5,442 $ 57.63 0 0.00 $ -
6,000 7,000 6,670 $ 68.34 0 0.00 $ -
7,000 8,000 7,350 $ 74.27 0 0.00 $ -
8,000 9,000 8,950 $ 88.22 4 35.80 $ 352.90 
9 000 10 000 9,818 $ 95.79 0 0.00 $ -
10,000 11,000 10,881 $ 104.45 3 32.64 $ 313.36 
11,000 12,000 11,855 $ 112.28 0 0.00 $ -
12,000 13,000 12,605 $ 118.30 0 0.00 $ -
13,000 14,000 13,846 $ 128.26 0 0.00 $ -
14000 15000 14,567 $ 134.05 0 0.00 $ -
15,000 over 15,400 $ 140.47 0 0.00 $ -

Totals 11 87.90 $ 881.38 

Annual Residential Water Sales $10,576.55 

ITotal Annual Water Sold (Gallons) 1,054,740 

RESIDENTIAL 

Total Users 11 

Total Annual Water Sales $10,576.55 

Average Monthly Bill $80.13 

Average Monthly Usage (Gallons) 7,990 

P:IMorgan County Water DistricllMorgan County Waler District Exist Rates - 2019 cust 5-23·19.xlsxl- Meter 



Morgan County Water District; Existing Rates - 2019 customers 

Residential 2" Meter 

First 15.000 Gal. at $136.38 Minimum Effective 

All Over 15.000 Gal. at $7.34 per Thousand Gallons 10/1/2018 

Monthly Usage Gallons Average Average 
Usage (1000- Monthly 

Monthly Monthly No. of Users 
Usage Bill 

GaL) Income 

From To 
0 15.000 14.750 $ 136.38 2 29.50 $ 272.76 

15.000 over 58.652 $ 456.79 1 58.65 $ 456.79 
15000 over 100100 $ 761.01 4 400.40 $ 3044.06 

Totals 7 488.552 $ 3,773.60 

IAnnual Residential Water Sales $45.283.22 

ITotal Annual Water Sold (Gallons) 5.862.624 

RESIDENTIAL 

Total Users 7 

Total Annual Water Sales $45,283.22 

Average Monthly Bill $539.09 

Average Monthly Usage (Gallons) 69,793 

P:IMorgan County Water DistrictlMorgan County Water District Exist Rates - 2019 cust 5-23-19.xls><2" Meter 



Morgan County Water District; Existing Rates - 2019 customers 

Residential 6" Meter 

First 100,000 Gal. at $761.31 Minimum Effective 

All Over 15,000 Gal. at $7.34 per Thousand Gallons 10/1/2018 

Monthly Usage Gallons 
Average Average 

Usage (1000- Monthly 
Monthly Monthly No. of Users 

Gal.) Income 
Usage Bill 

From To 
0 100,000 97,260 $761.31 0 0.00 0.00 

100,000 120,000 108,834 $ 826.15 0 0.00 0.00 
120,000 140,000 133,400 $ 1,006.47 0 0.00 0.00 
140,000 160,000 143,859 $ 1,083.24 0 0.00 0.00 
160,000 180,000 179,000 $1,341.17 1 179.00 1341.17 
180,000 200,000 196,360 $ 1,468.59 0 0.00 0.00 
200,000 220,000 217,620 $ 1,624.64 0 0.00 0.00 
220,000 240,000 237,106 $ 1,767.67 0 0.00 0.00 
240,000 260,000 267,500 $ 1,990.76 0 0.00 0.00 
260,000 280,000 28,500 $ 236.50 0 0.00 0.00 
280,000 300,000 291,340 $ 2,165.75 0 0.00 0.00 
300,000 over 300,000 $ 2,229.31 0 0.00 0.00 

Totals 1 179.00 1,341.17 

Annual Residential Water Sales $16,094.04 

ITotal Annual Water Sold (Gallons) 2,148,000 

RESIDENTIAL 

Total Users 1 

Total Annual Water Sales $16,094.04 

Average Monthly Bill $1,341.17 

Average Monthly Usage (Gallons) 179,000 
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Morgan County Water District; Proposed Rates - 2019 customers 

IAII Meters 

IFirst 2.000 Gal. at 

IAII Over 2.000 Ga"- at 

".,R nn 

(,11.50 

.......... urn 
r: 

Rates 

Monthly Usage Gallons Average 
Monthly Usage 

Average 
Monthly No. of Users Usage (1000- M thl In""ml.1I 

Gal.) on y ... ~ ... w 

Bill 
From To 

.000 1.800 28. 1156 1nRn nR 32,421 .20 
2. 00 .000 2.895 38. 426 1 n? 40 16.301 .12 

~~'~.0~00~=4!·,~5050~00=t~=J:~~~:.00t=~3~60=l=1~1.2~~~n~.2~9:t~~1116~.48!:7~'Jl1~ d 
~t-~@Q[:=--t---;5?;.,0~00-+-_~ 4~:.:;.:.66~3~~_6~0.92;;-t-_~29D-;~~411.73 17 lRfi3R 

~7~i:.~00Co-4~~~:g~gg-+--7i.~6j:7~0-+~~:~~'::~~~~~~~~~-4~f~~~·~.7-17~~-~~:.;~~~~~~~:.·97~451 
7.000 6J)09 r ,346 69,46 106 791 .90 , All 

6,000 97.00 
8.000 9.000 6,593 56 47B.63 iii 5.7B2.75 
9,000 11(2.QQQ.~----,9~,81B~~iIi_~1117~r .. 9~1_4~0-l---....:'l.~AA7~Q~~4~1,,6~691 .. 1~2 
~ f,OOO 10.290 123.34 17 1n.90 ? nRLl 'l.R 

11.000 12.000 11,B61 141.40 9 109.12 1,300.B9 
12.000 143.00 

12.000 13.000 12.605 149.96 4 55.46 iii 659.B1 
13.000 14.000 13,B4B 164,25 3 45.70 iii 
14,000 15,000 14,567 $ 172.52 10 141 .30 1,673~ 

-O~~-':'::11! 5~,400-~iIi:--~ 1 B2~:.:::; 11' 0=+----..::B=--+--.!.::111~ B .. 5;;-B--j-.::--...!.: 1.,4~02 .. :::=-I117 
<;R R<;? iii R70.<;n 1 58.65 679.50 
100,100 iii 1.156.15 4 ~ 

Totals 2819 9898,82 $ 135,456,14 

Annual Residenllal Water Sales $1.625,473.73 

ITotal Annual Water Sold (Gallons) 118.785.876 

RESIDENTIAL 

Total Users 2819 
Total Annual Water Sales $1 .625,473.73 

Average Monthly Bill $48.04 

Average Monthly Usage (Gallons) 3.511 
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MORGAN COUNTY WATER DISTRICT 

Response to Commission's Order of July 25, 2019 
Case No. 2019-00041 

Request No. 2A 

Responding Witness: Chernell Holbrook 

R-2A. As part of the utility's most recent rate filing under KRS 278.023, the USDA-RD loan 
process includes conditions that the utility must meet and agree to in order to have 
loans approved. 

A. Refer to paragraph 10, Business operations, of the USDA-RD Loan 
Application that reads in part, the "District will be required to furnish a 
prior approved management service plan to include, as a minimum, 
provisions for management, maintenance, meter reading, miscellaneous 
services, billing, collecting, delayed payment penalties, disconnect I 
reconnect fees, bookkeeping, making and delivering required reports and 
audits." Explain whether the utility furnished a management plan to 
USDA-RD as part of its loan application process. 

A-2A. As previously explained, due to the loss of documentation in the 2012 tornado and 
turnover in management and board personnel, the District is unsure whether or not the above 
described management plan was furnished to USDA-RD as part of the last loan application 
process. 



MORGAN COUNTY WATER DISTRICT 

Response to Commission's Order of July 25, 2019 
Case No. 2019-00041 

Request No. 2B 

Responding Witness: Chemell Holbrook 

R-2B. As part of the utility's most recent rate filing under KRS 278.023, the USDA-RD loan 
process includes conditions that the utility must meet and agree to in order to have 
loans approved. 

B. Under paragraph 33, Rates and Charges, of the USDA-RD Loan 
Application the first sentence reads, "Rates and charges for facilities and 
services rendered by the District must be at least adequate to meet costs of 
maintaining, repairing and operating the water system and meeting 
required principle and interest payments and the required deposits to debt 
service and I or depreciation reserve." Explain whether the rates listed in 
that application are contributing toward depreciation reserve and, if so, 
state how much is being contributed on a monthly basis. 

A-2B. Currently no money is being contributed toward depreciation reserve. The District has 
been prioritizing making the USDA-RD loan payments over funding depreciation reserve and 
has been in communication with USDA-RD regarding this matter. 


