








ARTICLE 111

NT TO MAKE LOAN; TERMS

AUTHORITY'S AGREEM

ecion 3.1. Determination of E‘xi»:ibilit\’. Pursuant to the terms of the Act and the
Indenture, the Authority has determined that the Governmental Agency's Project is a Drinking
Water Supply Project under the Act and the Govemmental Agency is entitled to f{inancial
assistance from the Authority in connection with financing the Construction of the Project.
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Section 3.2. Principal Amount of Loan Established; Loan Paviments; Disbursement of
Funds. The principal amount of the Loan shall be the Loan Amount as identified in the Project
Specifics, subject to such adjustments as may be set forth in the Schedule of Payments. Principal
payments shall be made semiannually in the amounts and on the dates to be established by the
Schedule of Payments, which Schedule of Payments shall provide for approximately level debt
service payments over the Repayment Term set forth in the Project Specifics, commencing with
the Amortization Commencement Date set forth in the Project Specifics.

The Loan shall bear interest, payable semiannually, at the Loan Rate identified in the
Project Specifics, and after the Amortization Commencement Date, in the amounts (based on
such Loan Rate) and on the dates set forth in the Schedule of Payments; provided that, should an
Event of Default occur, such payments of interest shall be made on the first day of each month
during the continuation of such Event of Default

The Authority shall advance the proceeds of the Loan as Construction of the Project
progresses upon the submission by the Governmental Agency of a Requisition for Funds in
substantially the same form as Exhibit B hereto. Each disbursement under a Requisition for
Funds representing a portion of the principal amount of the Loan shall bear interest at the Loan
Rate from the date of the disbursement; and shall be subject to the further requirements set forth
in Article IV hereof.

Payments of principal and interest on the Loan shall be made at the principal office of the
Authority or the Trustee, as designated by the Authority.

Section 3.3. Governmental Agency's Right to Prepav Loan. The Governmental Agency
shall have the right to prepay and retire the entire amount of the Loan at any time without penalty
upon written notice to the Authority no less than five (5) Business Days in advance of said
prepayment.

Notwithstanding the foregoing, upon the determination by the Authority that 1t intends to
ssue revenue bonds secured by a pledge of the p"\\memq on the Loan, the Authority shall advise
he Governmental Agency (i) of its intention to proceed with the authorization of such bonds (i1)
f the limitation on prepayments afier such bonds are issued and (111) that the Govemmental
Agency has thirty (30) days from its receipt of said notice to exercise its option to prepay the
Loan. Upon the expiration of said thirty day p riod the Governmental Agency's night to prepay
the Loan shall be limited to the terms described in such notice
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Section 3.4. Subordination of Loan. The Authority hereby agrees that the sscurit
interest and source of payment for the Loan shall be inferior and subordinate to the secu
interest and source of payment for the Debt Obligations of the Governmental Age
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CONDITIONS PRECEDENT TO DISBURSEMENT:
REQUISITION FOR FUNDS

Section 4.1. Covenants of Govemmental Agency and Conditions of Loan. By the
execution of this Assistance Agreement, the Governmental Agency agrees that prior to any
requests for the disbursement of all or a portion of the Loan made hereunder, the Governmental
Agency shall supply the Authornity and the Cabinet appropriate documentation, satisfactory to the
Authority indicating the following:

(A)  That the Authority and the Cabinet and any appropriate regulatory agency of the
Commonwealth as may be designated by the Authority or the Cabinet, and their respective duly
authorized agents, shall have the right at all reasonable times, subject to prior notice to the
Governmental Agency, to examine and inspect the Project.

(B)  All real estate and interest in real estate and all personal property constituting the
Project and the sites of the Project heretofore or hereafier acquired shall at all times be and
remain the property of the Governmental Agency and constitute a part of the System.

(C)  In the event the Governmental Agency is required to provide financing for the
Project from sources other than the Authority (as described in the Project Specifics) the
Authority shall have the right to receive such reasonable proofs as it may require of the ability of
the Governmental Agency to finance the costs of the Construction of the Project over and above
the Loan, prior to the disbursement by the Authority of any portion of the Loan.

(D)  The Governmental Agency shall do all things necessary to acquire all proposed
and necessary sites, easements and rights of way necessary or required in respect of the Project
and demonstrate its ability to construct the Project in accordance with the plans, design and
specifications prepared for the Governmental Agency by the Engineers.

(B] Actual construction and installation incident to the Project shall be performed by
either the lump-sum (fixed price) or unit price contract method, and adequate legal methods of
obtaining public, competm\ e bidding will be employed prior to the awarding of the construction
contract for the Project in accordance with Kentucky law.

(F) Unless construction of the Project has already been initiated as of the date of this
Assistance Agreement, pursuant to due compliance with state law and applicable regulations, the
Project will not be advertised or placed on the market for construction bidding by the
Governmental Agency until the final plans, designs and specifications therefor have been
appro"ed by such state and federal agencies and authorities as may be legally required, and until

lueu noufication of such approvals has been received by the Governmental Agency and
furnished to the Cabine

(G)  Duly authorized representatives of the Cabinet and such other agencies of the
Commonwealth as may be charged with respensibility will have reasonable acces
construction work whenever it 1s in preparation or progress, and the aJL\eﬂm’==11Lal %g cy will
ssure that the contractor or contraciors will provide facilities for such access and inspection.
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(G)  The JO‘ ernmental Agency shall keep complete and accurate records of the costs
of acquinng the Project sites and the costs of Construction. The Governmental Agency shall
permit the Au }crm' and the Cabine and through their duly authonized
representatives, and the duly authorized re } esentatives of state and/or federal agencies (o inspect
all books, documents, papers and records relating to the Project at anyv and all reasonable times
for the purpose of audit and examination, and the Governmental Agency shall submit to the
Authority and the Cabinet such documents and information as such public bodies may
asonably require in connection with the administration of any federal or state assistance.
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(R) The Governmental Agency shall require that each consiruction contractor or
contractors furnish a performance and a payment bond in an amount at least equal to one
hundred percent (100%) of the contract price or the portion of the Project covered by the
particular contract as security for the faithful performance of such contract.

(S) The Governmental Agency shall require that each of its contractors and all
subcontractors maintain during the life of the construction contract, worker's compensation
insurance, public liability insurance, property damage insurance and vehicle liability insurance in
amounts and on terms satisfactory to the Authority. Until the Project facilities are completed
and accepted by the Governmental Agency, the contractor shall maintain builders nsk insurance
(fire and extended coverage) on a one hundred percent (100%) basis (completed value form) on
the insurable portion of the Project, such insurance to be made payable to the order of the
Authority, the Govermumental Agency, the prime contractor, and all subcontractors, as their
interests may appear.

(T) The Governmental Agency shall provide and maintain competent and adequate
resident engineering services covering the supervision and inspection of the development and
construction of the Project, and bearing the responsibility of assuring that Construction conforms
to the approved plans, specifications and designs prepared by the Engineers. Such resident
engineer shall certify to the Cabinet, any involved state or federal agencies, and the
Governmental Agency at the completion of construction that construction is in accordance with
the approved plans, specifications and designs, or, approved amendments thereto.

(U)  The Governmental Agency shall demonstrate to the satisfaction of the Authority
the legal capability of the Governmental Agency to enact, adopt, levy, charge, collect, enforce
and remit to the Authority and the Cabinet the Service Charges of the Governmental Agency
described in the Schedule of Service Charges attached to and made a part of this Assistance
Agreement as Exhibit C and submit proof satisfactory to the Authority that the Service Charges
are in full force and effect

Section 4.2, Additional Conditions to Dishursement Required Under the Federal
Agreement. The Governmental Agency, in order to comply with the terms and conditions of the

{57
Federal Agreement, further covenants and further agrees to ei itional conditions 1o

disbursement, as follows:
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(A) Notwithstanding any other agreements contained herein regarding

maintenance of books and records, that it shall maintain Project accounts in accordance with



gy

ovemmental Ag )
final payment by the Governmental Agency under this Assistance Agreement or if any portion of
the Project is disposed of, until at izast three (3) years afier such disposition; provided that if any
litigation, claim, appeal or audit is commenced prior to the end of such period such records shall
be maintained until the completion of such action or unul three (3) vears afier such
commencement, whichever is later

(B)  That it ha t and will not apply any other federal funding to the Project in a
manner that would cause it to r,eceive "double benems as described in Section 603 of the Water
Quality Act of 1987.
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() That all property required for the completion of the Project shall be obtained, by
easement, purchase or other means acceptable to the Authority, prior to commencement of
construction and that the relocation of any Person resulting therefrom be in accordance with 49
CFR24 for Uniform Relocation Assistance and Real Property Acquisition Act of 1970.

(D)  That all Project contractors shall be required to retain Project records for the
periods established for the retention of the Governmental Agency's records in Section 4.2(A).

(E)  That no more than fifty percent (50%) of the proceeds of the Loan shall be
disbursed until approval by the Cabinet of the final plan for operation for the Project.

(F) That no more than ninety percent (90%) of the proceeds of the Loan shall be
disbursed until approval by the Cabinet of the draft operations and maintenance manual.

(G)  That final disbursement will not be allowed until approval by the Cabinet of a
final operations and maintenance manual.

(H) That, as required by 40 CFR 352218, all engineerning services regarding
construction and regarding the first vear of operation of the Project shall be provided for,
including the following:

(1) The operation of the Project and the revision of the operations and
maintenance manual as necessary to accommodate actual operating experience;

(2) The training of operating personnel, including preparation of curricula and
training material for operating personnel; and

(3) Advice as to whether the Project 1s meeting the Project performance
standards (including three quarterly reports and one project performance report).

(D Th' it shall advise the Cabinet and the Authority in writing of the date for

initiation of operation of the Project

peration is initiated, it shall certify to the Cabinet and the

able of meeting the Project performance standards.
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the Cabinst

(I\@f‘) That it agrees to the terms and conditions of its (lppmauon for assistance and the
f;r“\*ide ausistdme, the terms of which are incorporated herein by

Authority's commitment o

reference.

(N)  That all measures required to minimize water pollution to affected waters shall be
employed in the Project including compliance with Section 404 of PL 92-500, as amended, it
being understood that approval of the Project does not constitute sanction or approval of any
changes or deviations from established water quality standards, criteria implementation dates, or
dates established by enforcement proceedings.

Section 4.3. Disbursements of Loan: Requisition for Funds. The Govermmental Agency
shall submit to the Authority (or the Trustee acting on behalf of the Authority, 1f so designated)
and the Cabinet a Requisition for Funds prior to the fifth day of each month (or such other
designated period as is acceptable to the Authority), in substantially the same form as that
attached to this Assistance Agreement as Exhibit B and made a part hereof, accompanied by, to
the extent requested by the Authority, the following documentation:

(A) A full and complete accounting of the costs of the planning and design of the
Project to be obligated by contract or otherwise during the month in question, or already
obligated and not included in any previous accounting;

(B) A full and complete accounting of any costs of the planning and design of the
Project paid by the Govemmmental Agency from its own funds with the approval of the Authority
and not included in any previous accounting for which it seeks reimbursement;

Project paid or requisitioned under any other financing, loan, bond, grant or similar agreement or
_] g1 - o8 ) T o e ;

paid from its own funds for which it does not seek reimbursement and which have not been
identified 1n any previous requisition form.

(C) A full and complete accounting of any costs of the planning and design of the

(D)  The Contractor's estimate of work performed during the preceding month
pursuant to construction contracts for the Project and payment thereunder due, together with the
Engineer's and Governmental Agency's approval thereof for disbursement by the Authority.

Upon the Authonty's receipl of the f;equisition for Funds, and such additional
documentation as it may reguire, and subject to ccn'f on by x.'.he Ca?wm

direct the Trustee to remit th
Loan.
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Secﬁon 5.5. Covenant to Establish Maintenance and Replacement Reserve. The
Govermnmental .-"g“nm' shall establish a special account ‘ijDDU;]f’:u as a "Maintenan
Reolabemun Reserve". The Governmental Agency shall deposit into the *\MW tenance and
Replacement Reserve an amount paual to the amount set Ll_l in the Project Specifics at il
times set forth in the Project Specifics. Amounts in the Maintenance and Replacement Reserve
may be used for extraordinary maintenance expenses related to the Project or for the unbudgeted
costs of replacing worn or obsolete portions of the Project.

Section 5.6. Covenant to Charge Sufficient Rates: Reports: Inspections.  The
Governmental Agency hereby irrevocably covenants and agrees with the Authority:

(A)  That, as aforesaid, 1t will at all times impose, prescribed, charge and collect the
Service Charges set forth in Exhibit C as shall result in net revenues to the Governmental
Agency at least adequate to provide for the payments to the Authority required by this Assistance
Agreement, to provide for the operation of the System and to make the required deposits to the
Maintenance and Replacement Reserve.

(B)  That it will furnish to the Authority and the Cabinet not less than annually reports
of the operations and income and revenues of the System, and will permit authorized agents of
the Authority to inspect all records, accounts and data of the System at all reasonable times.

(C)  That it will collect, account for and promptly remit to the Authority those specific
revenues, funds, income and proceeds derived from Service Charges incident to this Assistance
Agreement.

(D) That it will notify the Authority in writing of its intention to issue bonds or notes
payable from the revenues of the System not less than thirty (30) days prior to the sale of said
obligations. It further covenants that it will not issue any notes, bonds or other obligations
payable from the revenues of the System, if the pledge of the revenues of the System to the
repayment of such obligations is to rank on a parity with, or superior to, the pledge of the
revenues of the System for the repayment of the Loan granted under this Assistance Agreement,
unless the Governmental Agency has secured the consent of the Authority not less than fifteen
(15) days prior to the issuance of such obligations.

Section 5.7. Segregation of Funds. The Governmental Agency shall at all times account
for the income and revenues of the System and distinguish same from all other revenues, moneys
and funds of the Governmental Agency, :?f any.



ARTICLE VI
OTHER COVENANTS OF THE GOVERNMENTAL AGENCY

Section 6.1. Further Assurance. At any time and all times the Governmental Agency
shall, so far as it may be authorized by law, pass, make, do, execute, acknowledge and deliver,
all and every such further resolutions, acts, deeds, conveyances, assignments, transfers and
assurances as may be necessary or desirable for the better assuring, conveying, g
assigning and confirmin g all and singular the rights, assets and revenues herein pledged or
assigned, or intended so to be, or which the Governmental Agency may hereafter become bound
to pledge or assign.

Section 6.2. Completion of Project. The Governmental Agency hereby covenants and
agrees to proceed expeditiously with and promptly complete the Project in accordance with the
plans, designs and specifications prepared by the Engineers for the Governmental Agency.

Section 6.3. Establishment of Completion Date. The completion date for the Project shall
be evidenced to the Authority by a certificate signed by the Engineer and an authorized
representative of the Governmental Agency stating that, except for amounts retained by the
Authority for costs of the Project not then due and payable, (i) the Construction has been
completed and all labor, services, materials, supplies, machinery and equipment used in such
Construction have been paid for, (i1) all other facilities necessary in connection with the Project
have been acquired, constructed, equipped and installed and all costs and expenses incurred in
connection therewith have been paid, (ii1) the Project and all other facilities in connection
therewith have been acquired, constructed, equipped and installed to his satisfaction.

Section 6.4. Commitment to Operate. The Governmental Agency hereby covenants and
agrees to commence operation of the Project immediately on compmtlon 'of construction and not
to dlscontmue operations or dispose of such Project without the approval of the Authority.

Section 6.5. Continue to Operate. The Governmental Agency hereby covenants and
agrees to commuovs'y operate and maintain the Project in accordance with applicable provisions
of federal and state law and to maintain adequate records relating to said operation; said records
to be made available to the Authority upon its request at all reasonable times.

Section 6.6. Tax Covenant. In the event the Authority issues Bonds which are intended
to be excludable from gross income for federal income tax purposes to provide the funds for the
Loan, the Governmental Agency shall at all times do and perform all acts and things permitted
by law and necessary or desirable in order to assure such exclusion and shall take such actions as

may be directed by m Authority in order to accomplish the Joragoinv The Governmental
Agency shall not permit (1) the proceeds of the Loan to be used directly or indirectly in any trade
or bu«me;s (11 ) its pavin nis hereunder to be secured directly or indirectis k} property 10 be used

In a trade or business, ( 1) any ! ment for the operatif‘n of the System or (1v)
any fede al guarantee of its obligations hereunder without the prior written consent of the
Authority. The Governmental Agency will not mq*n- pledge any obligations which would

cause the Bonds to be "arbitrage bonds” within the mea

o

Section 6.7. Accounts and Reports, The Governmenial Agency shall at all times keep, or
cause to be kept, proper books of record and account in accmd nce with the "Uniform System of
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amended
(b) Clean Air Act, Pub. L. 84-159, as amended
(e} Coastal Barrier Resources Act, Pub. L. 97-348
(d) Coastal Zone Management Act, Pub. L. 93-583, as amended
(e) Endangered Species Act, Pub. L. 93-205, as amended
€ Environmental Justice, Executive Order 12898

The Govermnmental Agency shall comply with provisions contained in th
federal regulations, orders, acts and circulars and the following statutes and regulations
monwealih,

Federal Cross-Cutters

Environmental Authorities

(a) Archeological and Historic Preservation Act of 1974, Pub. L. 86-323, as

(g) Floodplain Management, Executive Order 11988 as amended by

Executive Order 12148
(h) Protection of Wetlands, Executive Order 11990
(1) Farmland Protection Policy Act, Pub. L. 97-98
G) Fish and Wildlife Coordination Act, Pub. L. 85-624, as amended

(k) National Historic Preservation Act of 1966, PL 89-665, as amended

) Safe Drinking Water Act, Pub. L. 93-523, as amended
{m)  Wild and Scenic Rivers Act, Pub. L. 90-542, as amended

Economic and Miscellaneous Authorities

(a) Demonstration Cities and Metropolitan Development Act of 1966, Pub. L.

89-754, as amended, Executive Order 12372

(b) Procurement Prohibitions under Section 306 of the Clean Air Act and
Section 508 of the Clean Water Act, including Executive Order 11738,
Admunistration of the Clean Air Act and the Federal Water Pollution

Control Act with Respect to Federal Contracts, Grants, or Loans.

(c) Uniform Relocation and Real Property Acquisition Policies Act, Pub. L.
91-646, as amended

(d) Debarment and Suspension, Executive Order 12549

Social Policy Authorities

{a) Age Discrimination Act of 1975, Pub. L. 94-135

(b) Title VI of the Civil Rights Act of 1964, Pub. L. 88 332

fe) Section 13 of the Federal Water Pollution Contrel Act Amendments of
1972, Pub, L. ©2-300 (the Clean Water Act)

(d) Sectiony 504 of the Rehabilitation Act of 1973, Pub. L. 93-112 (including
Executive Orders 11914 and 11250)

(e) Equal Employvment Opportunity, Executive Order 11246

{f) Women's and Minonty Business Enterprise, Executive Orders 116235,

12138, and 12432



(a) KRS 224

(b) KRS 224A.1115 Federally Assisted Drinking Water Revolving Fund
{e) KRS Chapter 337, Labor Laws

(d) 401 KAR Chapter 5

Section 6.12. Continuing Disclosure Obligation. The Governmental Agency covenants
and agrees that notwithstanding any other provision of this Assistance Agreement to the
contrary, upon written notice from the Authority that the Schedule of Payments provides ten
percent {10%) or more of the debt service requirements on an issue of the Authority's Bonds and
that compliance by the Governmental Agency with the requirements of Securities and Exchange
Commission Rule 15¢2-12, as amended (the "SEC Rule") is required in connection with the
Authority's Bonds, the Governmental Agency shall provide to the Authority such information as
may be required by the Rule, within the time periods set out in such notice by the Authority, 1o
enable the Authority to establish to the satisfaction of prospective purchasers of the Authority's
Bonds that the requirements of the SEC Rule will be satisfied in connection with the issuance of
the Authority's Bonds. The Govermnmental Agency further understands and agrees that the
Authority shall act as the Governmental Agency's disclosure agent for purposes of compliance
with the SEC Rule and that upon a failure by the Governmental Agency to provide the
information required to be provided under the SEC Rule within the time frame specified in such
notice, the Authority and/or the beneficial owners and holders of the Authority's Bonds shall be
specifically granted the right of enforcing the provisions of this Section 6.12 by an action In
mandamus, for specific performance, or similar remedy to compel performance.




ARTICLE VII

MAINTENANCE, OPERATION, INSURANCE AND CONDEMNATION

: The Governmenta _’—\”'SDC\-’ a
Ass,‘ésiance Agresment, 1t will keep the Project, including all appurtenance
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Section 7.2. Addiuons and Improvements. The Governmental Agency shall have the
privilege of making additions, modifications and improvements to the sites of the Project, and 10
the Project itself from time to time provided that said additions, modifications and improvements
do not impair the operation or objectives of the Project. The Cost of such additions,
modifications and improvements shall be paid by the Governmental Agency, and the same shall
be the property of the Governmental Agency and shall be included under the terms of this
Assistance Agreement as part of the site of the Project, or the Project, as the case may be.
Nothing herein contained shall be construed as precluding the Authority and the Governmental
Agency from entering into one or more supplementary Assistance Agreements providing for an
additional Loan or Loans in respect of additional Projects undertaken by the Governmental

Agency.

Section 7.3. System Not to Be Disposed Of. The Governmental Agency covenants and
agrees that, until satisfaction in full of its obligations hereunder, it will not, without the prior
written consent of the Authority, which consent shall not be unreasonably withheld, sell,
mortgage, or in any manner dlSpOSC of, or surrender control or otherwise dispose of any of the
facilities of the System or any part thereof (except that the Governmental Agency may retire
obsolete and worn out facilities, Ald sell same, if appropnate).

Section 7.4. Compliance with State and Federal Standards. The Governmental Agency
es that it will at all times provide operation and maintenance of the Project to comply with
vater quality standards, if any, established by any state or federal agency. The Governmental
Agency agrees that qualified operating personnel properly certified by the Commonwealth will
be retained to operate the Project during the entire term of this Assistance Agreement.
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Section 7.5. Access to Records. The Governmental Agency agrees that it will permit the
Authority and any state or federal agency and their respective agents to have access to the
records of the Govermumental Agency pertaining to the operation and maintenance of the Project
at any reasonable time following completion of construction of the Project, and commencement

Section 7.6. Covenant to Insure - Casu
the Project facilities in such amount as lik
subdivisions similarly situated, against loss or damage of the kinds usually i
political subdivisions sum ] rly situated, by means of policies issued by reputa
campanies duly qualified to do such business in the Commonwealth.
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Section 7.9. Covenant Regarding Worker's Compensation. Throughout the entire term
of this Assistance Agreement, the Governmental Agency shall maintain worker's compensation
coverage, or cause the same to be maintained.

Section 7.10. Application of Casualty Insurance Proceeds. If, prior to the completion of
the term of this Assisiance Agreement, the Project shall be damaged or parnally or totally
destroyed by fire, windstorm or other casualty, there shall be no abatement or reduction n the
amount payable by the Governmental Agency pursuant to the terms of this Assistance
Agreement and the Governmental Agency will (1) promptly repair, rebuild or restore the Project
damaged or destroyed; and (2) apply for such purpose so much as may be necessary of any net
proceeds of insurance resulting from claims for such losses, as well as any additional moneys of
the Govemmental Agency necessary therefor. All net proceeds of insurance resulting from
claims for such losses shall be paid to the Governmental Agency, and shall be promptly applied
as herein provided.

Section 7.11. Eminent Domain. the eve mat dde to, or the temporary use of, the
Project, or any part thereof, shall be taken under t.he exercise of the power of eminent domain by

any governmental body or by any Person acting under govemmeﬂxal authority, there shall be no
abatement or reduction in the minimum amounts payable by the Governmental Agency to the
Authority pursuant lo the terms of this Assistance Agreement, and any and all net proceeds
received from any award made in such eminent domain p roceedings shall be paid to and held by
the Governmental Agency in a separate condemnation award account and shall be applied by the
Governmental Agency in either or both of the following ways, as shall be determined by the
Governmental Agency 1in its sole discretion:

(A)  The restoration of the improvements located on the Project sites to substantially
the same condition as prior 10 the exercise of said power of eminent domain; or

(B)  The acquisition of additional property, if necessary, and the acquic'ition of
additional facilities by construction or otherwise, equivalent to the Project facilities, which
el ; )
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nroperty and facilities shall be deemed to be a part of the Promu’, sites and a pcu. of the
Project facilities and to be substituted for Project facihiti :

without the payment of any amount rnb( r z'nn herein provi

the can‘;’ing out of the maud
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be paid to the Governmental
authorized officer of the Gc}wnm nent
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“hase § Construction Surcharge.  Originally, Buliock Pen used an

estimated customer count of 180 to show that the Phase 6 construction project would
support a surcharge of $33.75 per month.” in its February 18, 2009 filing, Bullock Pen
updated its Phase 6 surcharge calculations to reflect that 80 customers had actually
signed up, which resulted in a revised surcharge of $50.88 per month.® However,
Bullock Pen requests that, in lieu of the surcharges that it can justify, the Commission
authorize the predetermined maximum surcharge of $25.00 per month.’

Staff agrees with the Commission’s previous assessment in that "the most
appropriate means to recover the cost of a water main extension project is through the
general rates.”® However, the Commission has previously authorized four construction
surcharges that allow Builock Pen to recover the financing cost of line extension

projects from those customers who benefit from the project.” Staff opines that Bullock

Application, Exhibit 6, Preliminary Engineering Report, Phase 6 - Surcharge
Ezstimate (Prefiminary).

“
9

Final Engineering Report, Phase 6 Surcharge Estimate.
°ld

® Case No. 2005-00231, Application of the Bullock Pen Water District for a
Certificate of Public Convenience and Necessity to Construct and Finance Improvement
Projects and to Implement Surcharges to its Existing Rates Pursuant to KRS 278.020
and 278.300 (Ky. PSC Dec. 12, 2005) at 4.

" See.egq, Case No. 2002-00015, Application of the Bullock Pen Water District
for a Certificate of Public Convenience and Necessity to Construct and Finance an
Improvements Project and to Implement a Surcharge to Its Existing Rates Pursuant To
KRS 278.020 and 278300 (Ky. PSC Mar. 18, 2002); Case No. 2004-00339,
Application of the Bullock Pen Water District for a Certificate of Public Convenience and
Necessity to Construct and Finance an improvements Project and to Implement a
Surcharge to its Existing Rates Pursuant to KRS 278.020 and 278.300 (Ky. PSC Feb.
14, 2005), Case No. 2005-00231 (Ky. PSC Dec. 12, 2005).
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retirement contribution rate of 16.16 percent, Staff calculates a pro forma level of
employee pensions and benefits expense of $324,984. Staff recommends that Bullock
Pen's employee pensions and benefils expense be decreased by $100,755 to reflect
Staff's pro forma level.

f. Contractual Services - Legal. Bullock Pen reports a test-period level of

contractual services - legal expense of $17,349. In reviewing the invoices from Bullock
Pen's attorney, Thomas R. Nienaber, Staff determined that $4,927 of the legal fees
were either for nonrecurring or capital projects. For this reason, Staff is reducing
contractual services - legal expense by $4,927 to eliminate those test-period legal fees
from test-period operating expenses.

g. Insurance. Bullock Pen proposes o reduce its test-period insurance

expense of $54,009' by $13,095 for a pro forma level of $40,914. “In September 2008,

Bullock Pen advertised for bids from insurance carriers for the upcoming insurance

8

coverage period.”'® As a result of this bidding process, Bullock Pen awarded the

insurance contract to the Chas Bilz Agency.' Bullock Pen's proposed adjustment
reflects the insurance premiums that became affective in 2009.
Staff opines that an adjustment to reflect the 2009 insurance premiums meets

the rate-making criteria of being known and measurable.  Accordingly, Staff

" $10,073 (Automobile) + $16,321 (Liability) + $6,739 (Other) + $20,876
(Workers Compensation) = $54,008.

'® Bullock Pen's Response to the Commission Staff's Second Information
Request, ltem 16.
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Your Personalized Loan Schedule Page 2 of 2

20/10 12/01/23 54,707.39 10, 316,186 44,391.23 987 ,225.13
Y-T-0 2023 12731423 109,414.78 21,071.84 88,342.94
Running 12/31023 1,088,159.60 279,084.73 809,074 .87
2Ll 06/0L/24 54,707.39 9, 872.25 44 ,835.14 942,389.99
22711 12/01/24 54,707.39 9,423.90 45,283.49 897,106.50
Y-T-D 2024 12/31/24 109,414.78 19,296.15 90,;118.63
RUNNINg 12/31/24 1,197,574.38 298,380.88 899,193.50
23712 06/01/25 54,707.39 8,971.07 45,736.32 B51.,370.18
24/12 12/01/25 54,707.39 8,513.70 46,193.69 805,176.49
Y-T-D 2025 12731728 109,414.78 17,484.77 92.,930..01
RuUNNing 12731425 1.306,989.16 315,865.65 991,123 .51
25/13 06/01/26 54,707.39 8,051.76 46,655.63 758,520.86
26/13 12/01/26 54,707 .39 7 3585.21 47,122.18 711,398.68
Y-T-D 2026 12/31/26 109,414.78 15,636.97 9371781
Running 12/31/26 1,416,403.94 381,502.62 1,084,901.32
27/14 06/01/27 54,707.39 513,99 47,593.40 663,805.28
28/14 1201427 54,707.39 6,638.05 48,069.34 615,735.94
¥Y-T-B 2027 12430427 109,414.78 13,752.04 95,662.73
Running 12/31/27 1,525,818.72 345,254.66 1,180,564.06
29/15 06/01/28 54,707.39 6,157.36 48,550.03 567 ,185.91
30/15 12/01/28 54,707.39 5.671.86 49,035.53 518,150, 38
Y~T-p 2028 12/354728 109,414.78 11,829.22 97,585.56
Running 12/31/28 1,635,233.50 357,083.88 1,278,149.62
31/16 06/01/29 54,707.39 5,181.5 49,525.89 468,624.49
32/16 12/01/29 54,707.39 4,686.24 50,021,115 418,603.34
Y-T-D 2029 12/31/29 109,414.78 9,867.74 99,547.04
Running 12/31/29 1,744,648.28 366,951.62 1,377,696.66
33717 06/01/30 54, 707,39 4,186.03 50,521.36 368,081.98
34/17 12/01/30 54,707 .39 3,680.82 51,026.57 317,055.41
Y-T-D 2030 12/31/30 109,414.78 7,866.85 101,547.93
Running 12/31/30 1,854,063.06 374,818.47  1,479,244.59
35/18 06/01/31 54,707.39 3. 170.55 51,536.84 265,518.57
36/18 12/01/31 54,707.39 2;655.19 52,052.20 213,466.37
y-T-D 2031 12/31/31 109,414.78 584574 103,589.04
Running 12/31731 1,963,477.84 380,644.21 1,582,833.63
37/19 06/01/32 54,707.39 2,134.66 52.,572.73 160,893.64
38/19 12/01/32 54,707.39 1,608.94 53,098.45 107,785, 19
Y-T-D 2032 £2/31/32 109,414.78 3,743.60 105,671.18
RUNNing 12/31432 2,072,892.62 384,387.81 1,688,504.81
39/20 06/01/33 54,707.39 1:077.95 53,629.44 54,165.75
40/20 12/01/33 54,707 .41 541.66 54,165.75 0.00
Y=T-D 2033 1273133 109,414.80 1,619.61 107,795.19
RUNN1Ng 12/31/33 2,182,307.42 386,007.42 1,796,300.00

This loan is using the normai amortizing method.

http://www.pine-grove.com/online-calculators/amortization-schedule. htm 6/20/2012
! pine-g
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