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JOINT APPLICATION 

 

Edmonson County Water District (“Edmonson”) and Caveland Sanitation Authority, Inc. 

d/b/a Caveland Environmental Authority (“Caveland”) (collectively, “Joint Applicants”) hereby 

file this Joint Application, pursuant to KRS 278.020(6) and 807 KAR 5:001, and all other 

applicable laws and regulations.1 Joint Applicants respectfully request that the Public Service 

Commission of Kentucky (“Commission”) enter an Order: (1) authorizing Caveland to acquire 

from Edmonson the sewer system that serves 57 residential customers in the Hilltop area in the 

northern portion of the Brownsville city limits in Edmonson County (the “Edmonson Sewer 

System”), pursuant to the Asset Purchase Agreement (the “Agreement”) executed by Joint 

Applicants, which is attached hereto as Exhibit B, and (2) approving the Agreement between 

Edmonson and Caveland.  

In support of the Joint Application, and in compliance with the rules and regulations of the 

Commission, Edmonson and Caveland state as follows: 

  

 
1 To facilitate the Commission’s review of this Joint Application, the Joint Applicants have attached 

hereto as Exhibit A a “Filing Requirements List” regarding the proposed asset transfer from Edmonson to 

Caveland. The list sets out each relevant regulatory or statutory requirement and identifies the portion of 

the Joint Application that satisfies the requirement.  
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General Information 

1. The full name and post office address of Edmonson is Edmonson County Water 

District, P.O. Box 208, Brownsville, KY 42210. Its email address is kevin.shaw@ecwdwater.com. 

2. The full name and address of Caveland is Caveland Sanitation Authority, Inc. d/b/a 

Caveland Environmental Authority, P.O. Box 463, Cave City, KY 42127. Its email address is 

david@ceawater.com. 

3. Edmonson is a water district organized pursuant to KRS Chapter 74 and is a 

governmental agency within the meaning of KRS 67.0802(4)(a). Edmonson is regulated by the 

Commission. All records and proceedings of the Commission with reference to Edmonson are 

incorporated in this Joint Application by reference.  

4. Edmonson is not a corporation, limited liability company, or limited partnership. It 

has no articles of incorporation, articles of organization, or partnership agreements. 

5. The governing body of Edmonson is its Board of Commissioners. The Board of 

Commissioners is a public body corporate, with power to make contracts in furtherance of its 

lawful and proper purposes as provided in KRS 74.070 and all other applicable laws. Edmonson’s 

Board of Commissioners approved the transfer of the Edmonson Sewer System on the terms set 

out in the Agreement pursuant to the Resolution attached hereto as Exhibit C. Darren Dennison is 

the Chair of Edmonson’s Board of Commissioners and has been duly authorized to execute the 

Agreement and this Joint Application pursuant to that resolution. In addition, the Edmonson Fiscal 

Court has approved the Agreement and the transfer of the Edmonson Sewer System to Caveland 

pursuant to the Resolution attached hereto as Exhibit D. 



 

- 3 - 

 

6. A general description of Edmonson’s sewer system property, together with a 

statement of its original cost, is contained in Edmonson’s Annual Report (Sewer) for 2024 which 

is on file with the Commission and incorporated by reference.  

7. Caveland is a Kentucky non-profit, non-stock corporation organized on May 27, 

1987 pursuant to KRS 58.180, KRS 65.210 et seq. and KRS 273.161 et seq., under an Amended 

Interlocal Cooperation Agreement by and between the cities of Horse Cave, Cave City and Park 

City, Kentucky. Caveland is in good standing and is a governmental agency within the meaning of 

KRS 67.0802(4)(a).  

8. A copy of Caveland’s Articles of Incorporation are attached hereto as Exhibit E. 

Caveland’s purpose is “to assist and cooperate … in the planning, development, acquisition, 

construction, installation, operation, management, financing and refinancing of sewer system 

projects ….” Id., Article III. 

9. The governing body of Caveland is its Board of Directors. Caveland’s Board of 

Directors approved the purchase of the Edmonson Sewer System on the terms set out in the 

Agreement pursuant to the Resolution attached hereto as Exhibit F. Joe Gardner was the President 

of Caveland at that time and was duly authorized to execute the Agreement pursuant to that 

resolution. Mr. Gardner is now deceased. David Houk is now Caveland’s President and is duly 

authorized to execute this Joint Application pursuant to that resolution. 

10. A copy of Caveland’s independently audited Financial Statements as of June 30, 

2025 is attached hereto as Exhibit G. 

11. As an incorporated sanitation authority, Caveland is not subject to the 

Commission’s jurisdiction over rates and service.  
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12. Pursuant to 807 KAR 5:001, Section 4(8), copies of all orders, pleadings and other 

communications related to this proceeding should be directed to:2 

Edmonson: Kevin Shaw 

  Edmonson County Water District 

1128 Hwy 259 North 

P.O. Box 208 

Brownsville, KY 42210 

Tel.: (270) 597-2165 

Fax: (270) 597-2166 

kevin.shaw@ecwdwater.com 

 

Caveland: David Peterson 

  Caveland Sanitation Authority, Inc. 

  508 South Dixie Highway 

P.O. Box 426 

Cave City, KY 42127 

Tel: (270) 773-2887 

Fax: (270) 773-2283 

  david@ceawater.com 

 

Counsel for Joint  

  Applicants: E. Kenly Ames 

  English, Lucas, Priest & Owsley, LLP 

  1101 College Street 

  P.O. Box 770 

  Bowling Green, KY 42102 

  Tel.: (270) 781-6500 

  Fax: (270) 782-7782 

  kames@elpolaw.com 

   

  

Background 

13. In 2018, Edmonson transferred to Caveland the assets associated with Edmonson’s 

prior operation of sewer lines in the Chalybeate area of Edmonson County on the east side of the 

Green River. The Commission entered an order approving that transfer on July 20, 2018 in Case 

No. 2018-00127. That order is incorporated by reference. 

 
2 On May 21, 2026, the Joint Applicants’ Notice of Election of Use of Electronic Filing Procedures, 

pursuant to 807 KAR 5:001, Section 8, was filed on the Commission’s website. 
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14. Currently, Edmonson continues to provide sewer service to approximately 57 

residential customers located in the northern portion of the Brownsville city limits in Edmonson 

County, in the Hilltop area. 

15. The assets associated with Edmonson’s remaining sewer system are referred to in 

this Joint Application as the “Edmonson Sewer System.” 

16. The Edmonson Sewer System is adjacent to and interconnected with sewer facilities 

owned and operated by Caveland, including the sewer lines that Caveland acquired from 

Edmonson in 2018.  

17. Edmonson and Caveland executed a Statement of Intent dated January 27, 2026, 

pursuant to which Caveland expressed its intent to purchase and acquire the Edmonson Sewer 

System from Edmonson and Edmonson expressed its intent to sell and transfer the Edmonson 

Sewer System to Caveland. A copy of the Statement of Intent is attached here to as Exhibit H. 

18. Under the authority granted to water districts by KRS 74.414, Edmonson and 

Caveland executed an Operating Agreement for the Edmonson Sewer System dated January 27, 

2026, a copy of which is attached hereto as Exhibit I. Pursuant to the terms of the Operating 

Agreement, Caveland began managing, operating, repairing and maintaining the Edmonson Sewer 

System on or about March 2, 2026.  

19. Edmonson’s Board of Commissioners and Caveland’s Board of Directors approved 

the Statement of Intent and Operating Agreement pursuant to the Resolutions attached hereto as 

Exhibit J and Exhibit K.  

20. As of March 24, 2026, Edmonson and Caveland entered into the Agreement, 

pursuant to which Edmonson will transfer to Caveland all assets associated with the Edmonson 

Sewer System, subject to approval by the Commission. The assets purchased by Caveland are 
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described more fully in the Agreement and include easements and rights of way, along with all 

associated structures, improvements, fixtures and fittings (except for Edmonson’s SCADA 

equipment, which has already been removed, returned to Edmonson and replaced with Caveland’s 

SCADA equipment).  

21.  As consideration for the transfer of the Edmonson Sewer System, Caveland will 

pay Edmonson an amount in immediately available funds equal to the total outstanding principal 

and accrued interest of the debt obligations incurred by Edmonson for the purpose of constructing 

the Edmonson Sewer System. The debt obligations consist of one series of revenue bonds (the 

“Outstanding RD Sewer Bond”) issued by Edmonson, purchased by the United States Department 

of Agriculture, Rural Development (“RD”) and held by RD, which currently have an outstanding 

principal balance of $68,900. The details regarding the Outstanding RD Sewer Bond are set out in 

Schedule 4 of the Agreement. Because Edmonson will continue making payments on the bond 

until Closing, the final purchase price will be determining as of the date of Closing in accordance 

with the Agreement.   

22. The closing of the proposed transaction will take place at a mutually agreed date, 

time and place within thirty (30) days following receipt of the Commission’s approval, or at such 

other time, date or place as Edmonson and Caveland may agree, subject to satisfaction of the 

conditions to closing set out in the Agreement. 

23. As set out above, Edmonson’s Board of Commissioners, the Edmonson County 

Fiscal Court, and Caveland’s Board of Directors have all adopted resolutions authorizing the 

transfer of the Edmonson Sewer System and approving the Agreement. See Exhibits C, D and F. 
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24. Caveland is familiar with the condition of the Edmonson Sewer System because 

Caveland has been managing, operating, repairing and maintaining the Edmonson Sewer System 

since about March 2, 2026.  

25. Caveland has the requisite financial, technical and managerial ability to operate 

Edmonson Sewer System and to provide adequate and reliable service to the Edmonson Sewer 

System’s existing sewer customers without adversely affecting the quality of service presently 

afforded Caveland’s existing customers.  

26. Edmonson’s Board of Commissioners and Caveland’s Board of Directors have both 

determined that transferring the Edmonson Sewer System to Caveland will result in economies of 

scale. 

27. Caveland has been operating sewer systems in southcentral Kentucky since 1987, 

including owning and operating the sewer facilities it purchased from Edmonson in 2018. 

Caveland also currently owns and operates the wastewater treatment plant located in the City of 

Brownsville, where the wastewater from the Edmonson Sewer System is currently treated. 

Caveland will continue to treat the wastewater from the Edmonson Sewer System at the 

Brownsville plant after ownership of the Edmonson Sewer System is transferred to Caveland.  

28. Caveland can operate and maintain the Edmonson Sewer System more efficiently 

than Edmonson. 

29. Caveland is not under the jurisdiction of the Commission and therefore has not filed 

a Notice of Adoption as described in 807 KRS 5:011.  

30. Caveland’s current rates for residential customers are set out in Schedule 6 to the 

Agreement and are currently $14.28 for the first 2,000 gallons of water used and $7.14 for each 

1,000 gallons of water used thereafter. 
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31. Edmonson’s current rates for residential customers are set out in Schedule 5 to the 

Agreement and are currently $38.82 for the first 1,500 gallons of water used and $0.01463 per 

gallon of water used for each gallon thereafter.  

32. Following the closing, the Edmonson Sewer System’s customers will be charged 

Caveland’s rates and will therefore realize cost savings as a result of the transfer of the Edmonson 

Sewer System to Caveland. 

33. As a result of this transaction, Edmonson will pay off the Existing RD Sewer Bond 

and will have no debt obligations relating to sewer facilities. 

34. Following the closing, Edmonson will no longer own or operate any sewer 

facilities, which will permit it to focus entirely on serving the customers of its water system. 

35. The public policy of the Commonwealth, as declared in KRS 224A.300(1), is to 

encourage regionalization, consolidation, and partnerships among governmental agencies, and 

private parties where appropriate, with the goal of making public water and wastewater treatment 

secure for all Kentuckians. The transfer of the Edmonson Sewer System to Caveland is consistent 

with and furthers this public policy, as it will result in consolidation of sewer service in Edmonson 

County.  

36. All exhibits attached to this Joint Application are incorporated herein by reference.  

WHEREFORE, the undersigned Joint Applicants respectfully request that the Commission 

issue an order finding that: 

• Caveland has the financial, technical and managerial ability to provide reasonable 

sewer service to the residents of the Hilltop area in the northern portion of the 

Brownsville city limits in Edmonson County;  

• The proposed transaction is in accordance with law, is for a proper purpose, and is 

consistent with the public interest; and  

• The proposed transfer of the Edmonson Sewer System assets by Edmonson to 

Caveland is authorized and approved;  



 

- 9 - 

 

and granting the Joint Applicants any and all other appropriate relief.  

 

Dated: May 28, 2026 

 

Respectfully submitted, 

 

 

/s/ E. Kenly Ames____________________________ 

E. Kenly Ames 

English, Lucas, Priest & Owsley, LLP 

1101 College Street; P.O. Box. 770 

Bowling Green, KY 42102 

Tel.: (270) 781-6500 

Fax: (270) 782-7782 

kames@elpolaw.com 

 

Counsel for Joint Applicants  
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CERTIFICATE OF SERVICE 

 

 

 In accordance with the Commission’s Order of July 22, 2021 in Case No. 2020-0085 

(Electronic Emergency Docket Related to the Novel Coronavirus COVID-19), this is to certify 

that the electronic filing has been transmitted to the Commission on May 28, 2026, and that there 

are currently no parties to this proceeding that the Commission has excused from participation by 

electronic means.  

 

 

 

/s/ E. Kenly Ames________________ 

E. Kenly Ames 

Counsel for Joint Applicants 

 

4898-3017-1548 
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EXHIBIT A 



 

FILING REQUIREMENTS LIST FOR AN APPLICATION 

FOR AUTHORITY TO TRANSFER OWNERSHIP OR CONTROL 

 

 

Source Requirement Location 

807 KAR 5:001 §4(3) Signature of Joint Applicants’ attorney Page 9 

807 KAR 5:001 §4(3) 

Name, address, telephone number, fax 

number, and email address of Joint 

Applicants’ attorney 

Paragraph 12 

807 KAR 5:001 §4(3) Application verified by oath or affirmation Pages 10, 11 

807 KAR 5:001 §14(1) 
Joint Applicants’ full name, mailing address 

and email address 
Paragraphs 1, 2 

807 KAR 5:001 §14(1) Statutory reference – KRS 278.020(6) Page 1 

807 KAR 5:001 §14(2) 

If Applicant is a corporation: State and date 

of incorporation, attestation of good 

standing in state of incorporation, statement 

regarding authorization to transact business 

in Kentucky  

Paragraphs 4, 7-8 

Partially applicable 

807 KAR 5:001 §14(3) 

If Applicant is a limited liability company: 

State and date of organization, attestation of 

good standing in state of organization, 

statement regarding authorization to transact 

business in Kentucky  

Paragraphs 4, 7-8 

Not applicable 

807 KAR 5:001 §14(4) 

If Applicant is a limited partnership: 

Certified copy of limited partnership 

agreement and all amendments or statement 

identifying prior Commission proceedings 

in which limited partnership agreement and 

all amendments filed 

Paragraphs 4, 7-8 

Not applicable 

Not required but 

recommended 

Signed Purchase/Sale Agreement, or other 

writing memorializing terms of transfer 
Exhibit B 

KRS 278.020(6) 

Evidence to show new owner has financial, 

technical and managerial abilities to operate 

system, e.g., financial statements, etc. 

E.g., Paragraphs 7-

10, 24-28 
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EXHIBIT C 



RESOLUTION NO. 2026-03-24 

RESOLUTION OF THE EDMONSON COUNTY WATER DISTRICT 
AUTHORIZING THE SALE OF THE EDMONSON SEWER SYSTEM TO 
CAVELAND SANITATION AUTHORITY, INC.; APPROVING THE 
ASSET PURCHASE AGREEMENT BETWEEN EDMONSON COUNTY 
WATER DISTRICT AS SELLER AND CAVELAND SANITATION 
AUTHORITY, INC. AS BUYER; AND AUTHORIZING THE CHAIRMAN 
TO EXECUTE THE ASSET PURCHASE AGREEMENT AND OTHER 
DOCUMENTS NECESSARY TO CONSUMMATE THE ACQUISITION 

WHEREAS, Edmonson County Water District (“Edmonson”) is a water district organized 

under the provisions of KRS Chapter 74 and is a governmental agency within the meaning of KRS 

67.0802(4)(a); 

WHEREAS, Caveland Sanitation Authority, Inc. (“Caveland”) is a Kentucky non-profit 

corporation organized on May 27, 1987 pursuant to KRS 58.180, KRS 65.210 et seg. and KRS 

273.161 et seg., under an Amended Interlocal Cooperation Agreement by and between the cities 

of Horse Cave, Cave City and Park City, Kentucky; 

WHEREAS, Caveland is in good standing and is a governmental agency within the 

meaning of KRS 67.0802(4)(a); 

WHEREAS, Edmonson currently provides sewer service to approximately 57 residential 

customers located in the northern portion of the Brownsville city limits in Edmonson County, in 

the Hilltop area; 

WHEREAS, Edmonson owns certain assets associated with that sewer service (the 

“Edmonson Sewer System”); 

WHEREAS, the Edmonson Sewer System is adjacent to and interconnected with sewer 

facilities owned and operated by Caveland;



WHEREAS, transferring the Edmonson Sewer System assets to Caveland will result in 

economies of scale; 

WHEREAS, Caveland has the financial, technical, and managerial abilities to provide 

adequate and reliable sewer service to Edmonson’s existing sewer customers without adversely 

affecting the quality of service presently afforded Caveland’s existing customers; 

WHEREAS, Caveland and Edmonson have executed a Statement of Intent dated January 

27, 2026, in which Caveland expresses its intent to purchase and acquire the Edmonson Sewer 

System from Edmonson, and Edmonson expresses its intent to sell and transfer the Edmonson 

Sewer System to Caveland; 

WHEREAS, certain representatives of Caveland and certain representatives of Edmonson 

have negotiated the terms of an Asset Purchase Agreement (the “Agreement”) whereby Edmonson 

will sell and transfer to Caveland and Caveland will purchase and acquire from Edmonson certain 

assets set forth in the Agreement, subject to the approval and execution of the Agreement by 

Caveland, the approval and execution of the Agreement by Edmonson, and approval by the 

Kentucky Public Service Commission (the “PSC”); and 

WHEREAS, Edmonson desires to approve the Agreement. 

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF 
COMMISSIONERS OF EDMONSON AS FOLLOWS: 

Section 1. The facts, recitals, and statements contained in the foregoing preamble of this 

Resolution are true and correct and are hereby affirmed and incorporated as a part of this 

Resolution. 

Section 2. The Agreement, in substantially the form submitted to Edmonson, with such 

minor modifications as the Chairman may subsequently approve, as evidenced by his signature



thereon, is hereby approved, and the Chairman is hereby authorized and directed to execute and 

deliver the Agreement for and on behalf of Edmonson. 

Section 3. The Chairman is also hereby authorized and directed to file an application with 

the PSC requesting approval of the Agreement. 

Section 4. The Chairman and all other appropriate officers, employees or other 

representatives of Edmonson are hereby authorized and directed to take any further action and to 

execute and deliver all documents that may be reasonably necessary to effectuate the acquisition 

and the consummation of the transaction contemplated by the Agreement. 

Section 5. This Resolution shall take effect upon its adoption. 

Adopted by the Board of Commissioners of Edmonson County Water District at a 
meeting held on March 24 , 2026, signed by the Chairman, and attested by the Secretary. 

  

Darren Dennison, Chairman 

Attest: 

Oo’ 
J ofh Brooks, Sefretary 
 



CERTIFICATION 

The undersigned Secretary of Edmonson County Water District (“Edmonson”) does hereby 
certify that the foregoing is a true copy of a Resolution duly adopted by Edmonson’s Board of 
Commissioners at a meeting properly held on March?-41}1,_, 2026, signed by the Chairman of the 
Board of Commissioners, attested by the Secretary of the Board of Commissioners, and now in 
full force and effect. 

WITNESS my hand this 24 th, day of March, 2026. 

nb 
Jos! Brooks, Secretary 
  

4918-2333-2503
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INDEPENDENT AUDITOR’S REPORT 

To the Board of Directors 
Caveland Sanitation Authority, Inc. 
dba Caveland Environmental Authority 
 
Report on the Audit of the Financial Statements 
Opinions 
We have audited the accompanying financial statements of the business-type activities of the 
Caveland Sanitation Authority Inc, dba Caveland Environmental Authority as of and for the year 
ended June 30, 2025, and the related notes to the financial statements, which collectively 
comprise the Caveland Sanitation Authority, Inc. dba Caveland Environmental Authority’s basic 
financial statements as listed in the table of contents.  

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the respective financial position of the business-type activities of Caveland Sanitation Authority, 
Inc. dba Caveland Environmental Authority, as of June 30, 2025, and the respective changes in 
financial position and cash flows thereof for the year then ended in accordance with accounting 
principles generally accepted in the United States of America. 
Basis for Opinions 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. Our responsibilities 
under those standards are further described in the Auditor’s Responsibilities for the Audit of the 
Financial Statements section of our report. We are required to be independent of the Caveland 
Sanitation Authority, Inc. dba Caveland Environmental Authority, and to meet our other ethical 
responsibilities, in accordance with the relevant ethical requirements relating to our audit. We 
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinions. 
Responsibilities of Management for the Financial Statements 
Management is responsible for the preparation and fair presentation of the financial statements 
in accordance with accounting principles generally accepted in the United States of America, and 
for the design, implementation, and maintenance of internal control relevant to the preparation 
and fair presentation of financial statements that are free from material misstatement, whether 
due to fraud or error. 

Sarah Hampton
Letterhead

Sarah Hampton
Footer
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In preparing the financial statements, management is required to evaluate whether there are 
conditions or events, considered in the aggregate, that raise substantial doubt about the Caveland 
Sanitation Authority, Inc. dba Caveland Environmental Authority’s ability to continue as a going 
concern for twelve months beyond the financial statement date, including any currently known 
information that may raise substantial doubt shortly thereafter. 
Auditor’s Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s 
report that includes our opinions. Reasonable assurance is a high level of assurance but is not 
absolute assurance and therefore is not a guarantee that an audit conducted in accordance with 
generally accepted auditing standards and Government Auditing Standards will always detect a 
material misstatement when it exists. The risk of not detecting a material misstatement resulting 
from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, 
intentional omissions, misrepresentations, or the override of internal control. Misstatements are 
considered material if there is a substantial likelihood that, individually or in the aggregate, they 
would influence the judgment made by a reasonable user based on the financial statements. 
In performing an audit in accordance with generally accepted auditing standards and Government 
Auditing Standards, we: 

• Exercise professional judgment and maintain professional skepticism throughout the 
audit. 

• Identify and assess the risks of material misstatement of the financial statements, whether 
due to fraud or error, and design and perform audit procedures responsive to those risks. 
Such procedures include examining, on a test basis, evidence regarding the amounts and 
disclosures in the financial statements. 

• Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the Caveland Sanitation Authority, Inc. dba 
Caveland Environmental Authority’s internal control. Accordingly, no such opinion is 
expressed. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluate the overall 
presentation of the financial statements. 

• Conclude whether, in our judgment, there are conditions or events, considered in the 
aggregate, that raise substantial doubt about the Caveland Sanitation Authority, Inc. dba 
Caveland Environmental Authority’s ability to continue as a going concern for a reasonable 
period of time. 

We are required to communicate with those charged with governance regarding, among other 
matters, the planned scope and timing of the audit, significant audit findings, and certain internal 
control-related matters that we identified during the audit. 
Required Supplementary Information 
Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis on pages 4-6 be presented to supplement the basic 
financial statements. Such information is the responsibility of management and, although not a 
part of the basic financial statements, is required by the Governmental Accounting Standards 
Board, who considers it to be an essential part of financial reporting for placing the basic financial 
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statements in an appropriate operational, economic, or historical context. We have applied certain 
limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and 
other knowledge we obtained during our audit of the basic financial statements. We do not 
express an opinion or provide any assurance on the information because the limited procedures 
do not provide us with sufficient evidence to express an opinion or provide any assurance. 
Supplementary Information 
Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Caveland Sanitation Authority, Inc. dba Caveland Environmental 
Authority’s basic financial statements. The Schedule of Operations and Maintenance Expenses 
and the Schedule of General and Administrative Expenses are presented for purposes of 
additional analysis and are not a required part of the basic financial statements. Such information 
is the responsibility of management and was derived from and relates directly to the underlying 
accounting and other records used to prepare the basic financial statements. The information has 
been subjected to the auditing procedures applied in the audit of the basic financial statements 
and certain additional procedures, including comparing and reconciling such information directly 
to the underlying accounting and other records used to prepare the basic financial statements or 
to the basic financial statements themselves, and other additional procedures in accordance with 
auditing standards generally accepted in the United States of America. In our opinion, the 
combining and individual nonmajor fund financial statements are fairly stated, in all material 
respects, in relation to the basic financial statements as a whole. 
Other Reporting Required by Government Auditing Standards 
In accordance with Government Auditing Standards, we have also issued our report dated 
September 29, 2025, on our consideration of the Caveland Sanitation Authority Inc, dba Caveland 
Environmental Authority’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and 
other matters. The purpose of that report is solely to describe the scope of our testing of internal 
control over financial reporting and compliance and the results of that testing, and not to provide 
an opinion on the effectiveness of the Caveland Sanitation Authority Inc, dba Caveland 
Environmental Authority’s internal control over financial reporting or on compliance. That report 
is an integral part of an audit performed in accordance with Government Auditing Standards in 
considering the Caveland Sanitation Authority Inc, dba Caveland Environmental Authority’s 
internal control over financial reporting and compliance. 
 

Campbell, Myers & Rutledge, PLLC 
Certified Public Accountants 
 
Glasgow, Kentucky 
September 29, 2025



Caveland Sanitation Authority, Inc. dba Caveland Environmental Authority 
Management’s Discussion and Analysis 

June 30, 2025 
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Our discussion and analysis of the Caveland Environmental Authority’s, financial performance 
provides an overview of the Authority’s financial activities for the year ended June 30, 2025.  This 
information is presented in conjunction with the audited financial statements that follow this 
section. 
 
Financial Highlights 
For the year ending June 30, 2025, total operating and non-operating revenues (including capital 
contributions) totaled $5,663,218 and expenses amounted to $6,648,221 creating a decrease in 
net position of $985,003. At year end, net position totaled $17,648,858, of which $15,669,360 was 
invested in capital assets (net of related debt) and $1,570,903 was restricted for debt retirement. 
This left $408,595 of unrestricted assets.   
 
Overview of the Financial Statements 
This report consists of Management’s Discussion and Analysis, Financial Statements and 
Supplementary Information.  The Financial Statements include notes which explain in detail some 
of the information included in the Financial Statements. 
 
Required Financial Statements 
The financial statements report information of Caveland Environmental Authority, using 
accounting methods similar to those used by private sector companies.  These statements offer 
short and long-term financial information about its activities.  The Statement of Net Position 
includes all of Caveland Environmental Authority’s, assets and liabilities and provides information 
about the nature and amounts of investments in resources (assets) and the obligations to 
Caveland Environmental Authority’s, creditors (liabilities).  It also provides the basis for evaluating 
the capital structure of Caveland Environmental Authority, and assessing the liquidity and financial 
flexibility of Caveland Environmental Authority. 
 
All of the current year’s revenues and expenses are accounted for in the Statement of Revenues, 
Expenses and Changes in Net Position. This statement measures the success of Caveland 
Environmental Authority’s operations over the past year and can be used to determine whether 
Caveland Environmental Authority has successfully recovered all its costs through its user fees 
and other charges, profitability and credit worthiness. 
 
The final required financial statement is the Statement of Cash Flows.  The statement reports 
cash receipts, cash payments, and net changes in cash resulting from operations, investing and 
financing activities and provides answers to such questions as where cash came from, what was 
cash used for, and what was the change in the cash balance during the reporting period. 
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Financial Analysis of Caveland Environmental Authority 
 

Assets 2025 2024
Total Current Assets 1,614,494$            1,657,770$            
Total Restricted Assets 1,647,647              321,116                 
Net Capital Assets 22,888,711            23,605,087            
Total Assets 26,150,852            25,583,973            

Liabilities
Total Current Liabilities 1,205,899 954,994
Total Liabilities Payable from Restricted Assets 858,935                 761,990                 
Total Long-term Liabilities 6,437,160              5,233,128              
Total Liabilities 8,501,994              6,950,112              

Net Position
Invested in capital assets, net of related debt 15,669,360            17,693,883            
Restricted for debt retirement 1,570,903              237,202                 
Unrestricted 408,595                 702,776                 
Total Net Position 17,648,858$          18,633,861$           

 
At June 30, 2025 the largest portion of the Authority’s net position reflects its investment in capital 
assets, less any related debt used to acquire those assets still outstanding. The Authority uses 
these capital assets to provide services to citizens and consumers; consequently, these assets 
are not available for future spending. Restricted net position represents resources that are subject 
to external restrictions on how they may be used.  
 

2025 2024
Total operating revenues 5,531,575$       5,315,939$       
Total operating expenses 6,366,771         6,088,862         
Operating Income (835,196)           (772,923)           
Total non-operating revenue (expenses) (149,807)           (38,181)             
Income (loss) before capital contributions (985,003)           (811,104)           
Capital contributions -                    111,262            
Increase (decrease) in net position (985,003)           (699,842)           
Beginning of year 18,633,861       19,333,703       
End of year 17,648,858$     18,633,861$      

 
At June 30, 2025, net position decreased by $985,003 and consisted of operating revenues of 
$5,531,575, operating expenses of $6,366,771, and net non-operating expenses of $149,807. 
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Residential wastewater customer base continues to show an increase in revenues with the 
business and industrial showing a continued growth pattern for wastewater usage. The Pumping 
and Portable Restroom business continues increasing revenues. CEA staff continues working on 
reducing the water loss issue with the water system.   
 
Capital Asset Changes 
At June 30, 2025, the Authority had invested $22,888,711 in capital assets net of accumulated 
depreciation. This amount represents a net decrease of $716,376 from the previous year. This 
decrease is mainly due to depreciation of completed construction projects placed in service during 
the fiscal year and a full year of depreciation of assets placed in service late in fiscal year 2024. 
 
Debt Administration 
At June 30, 2025, the Authority had $5,560,000 bonds outstanding, net of premiums and 
discounts, an increase of $925,000 from the prior year’s balance of $4,635,000. 
 
Request for Information 
This financial report is designed to provide our customers and creditors with a general overview 
of Caveland Environmental Authority’s, finances and to demonstrate Caveland Environmental 
Authority’s, accountability for the funds it receives.  If you have any questions about this report or 
need any additional information, please contact the Caveland Environmental Authority at P.O. 
Box 426, Cave City, Kentucky 42127, or by phone (270) 773-2887. 
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Current Assets:
Accounts receivable 803,835$         
Inventory 677,371           
Prepaid and other assets 133,288           

Total Current Assets 1,614,494        

Noncurrent Assets:
Restricted Assets

Cash - bond and interest redemption fund 1,647,647        
Total Restricted Assets 1,647,647        

Capital Assets
Utility plant in service 46,390,210      
Construction-in-progress 144,541           
Right of use asset, net of amortization 492,700           
Accumulated depreciation (24,138,740)     

Net Capital Assets 22,888,711      
Total Noncurrent Assets 24,536,358      

Total Assets 26,150,852$    

Assets
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Current Liabilities:
Accounts payable and accrued liabilities 521,462$         
Checks issued in excess of deposits 317,082           
Line-of-credit 274,512           
Customer deposits 92,843             

Total Current Liabilities 1,205,899        

Liabilities Payable from Restricted Assets:
Current maturities of long-term debt 651,109           
Lease liability, current portion 131,082           
Accrued interest 76,744             

Total Liabilities Payable from Restricted Assets 858,935           

Long-term Liabilities:
Long-term debt, less current maturities 6,084,170        
Lease liability, long-term portion 352,990           

Total Long-term Liabilities 6,437,160        

Total Liabilities 8,501,994        

Net Position:
Invested in capital assets, net of related debt 15,669,360      
Restricted for debt retirement 1,570,903        
Unrestricted 408,595           

Total Net Position 17,648,858$    

Net Position
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Operating revenue:

Water revenue 1,569,889$      
Sewer revenue 2,227,810        
Other operating revenue 1,733,876        

Total operating revenue 5,531,575        

Operating expenses:
Operations and maintenance 5,644,994        
General and administrative 721,777           

Total operating expenses 6,366,771        

Operating income (loss) (835,196)          

Nonoperating revenue (expenses):
Interest income 14,282             
Interest on long-term debt (242,382)          
Gain on sale of surplus property 117,361           
Bond issuance costs (39,068)            

Total nonoperating revenue (expenses) (149,807)          

Increase (decrease) in net position (985,003)          

Net position:
Beginning of year 18,633,861      
End of year 17,648,858$     
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Cash flows from operating activities:
Cash receipts from customers 5,504,140$   
Cash payments to suppliers for goods and services (3,329,907)   
Cash payments to employees for services (1,472,299)   

Net cash provided by (used) in operating activities 701,934        

Cash flows from capital and related financing activities:
Proceeds from issuance of long-term debt 1,731,999     
Proceeds from line-of-credit 163,200        
Payments made on line-of-credit (149,453)      
Principal paid on long-term debt (645,008)      
Interest paid on long-term debt (249,552)      
Bond issuance costs (39,068)        
Purchase of capital assets (618,690)      

Net cash provided by (used) in capital and related financing activities 193,428        

Cash flows from investing activities:
Proceeds from sale of asset 117,361        
Investment income 14,282          

Net cash provided by (used) in investing activities 131,643        

Net increase (decrease) in cash and cash equivalents 1,027,005     
Cash and cash equivalents, beginning of year 303,560        

Cash and cash equivalents, end of year 1,330,565$   

Reconciliation of operating income to
net cash provided by operating activities:

Operating income (835,196)$    
Adjustments to reconcile operating income to 

net cash provided by operating activities:
Depreciation 1,473,723     
Amortization of right of use asset 129,666        

Changes in assets and liabilities:
(Increase) decrease in accounts receivable (27,435)        
(Increase) decrease in inventory 103,245        
(Increase) decrease in right of use asset (268,323)      
(Increase) decrease in prepaid insurance (32,534)        
Increase (decrease) in right of use liability 221,156        
Increase (decrease) in accounts payable (67,568)        
Increase (decrease) in customer deposits 5,200            

Net cash provided (used) by operating activities 701,934$      
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Note 1 – Description of Entity and Summary of Significant Accounting Policies 
 
Organization 
Caveland Sanitation Authority, Inc. was created by an Inter-local Cooperation Agreement under 
the laws of the Commonwealth of Kentucky pursuant to Kentucky Revised Statutes 65.210 to 
65.300 as a quasi-governmental agency. The public agencies which are parties to the amended 
Inter-local Cooperation Agreement are the cities of Cave City, Horse Cave, Park City and 
Mammoth Cave National Park Service. These public agencies delegated specific general power 
to the Authority necessary to apply for grants and other funding to pay for the design and 
construction of sewage treatment and conveyance facilities necessary to implement the preferred 
alternative of the Mammoth Cave Area 201 Facilities Plan and Environmental Impact Statement. 
The Authority, doing business as Caveland Environmental Authority, is primarily engaged in 
constructing and operating sewage treatment plants to serve the parties to the inter-local 
agreement. 
 
Measurement Focus and Basis of Accounting 
The term measurement focus is used to denote what is being measured and reported in the 
Authority’s financial statements. The Authority is accounted for on the flow of economic resources 
measurement focus. Under this measurement focus, all assets and all liabilities associated with 
the operations are included in the Statement of Net Position. 
 
The term basis of accounting is used to determine when a transaction or event is recognized on 
the Authority’s financial statements. The Authority uses the full accrual basis of accounting.  Under 
this basis, revenues are recorded when earned and expenses are recorded when incurred, even 
though actual payment or receipt may not occur until after the period ends. 
 
Financial Statement Presentation 
The Authority has elected under GASB Statement No. 20, Accounting and Financial Reporting 
for Proprietary Funds and Other Governmental Activities That Use Proprietary Fund Accounting, 
to apply all applicable GASB pronouncements as well as any applicable pronouncements of the 
Financial Accounting Standards Board, the Accounting Principles Board, or any Accounting 
Research Bulletins issued on or before November 30, 1989, unless these pronouncements 
conflict with or contradict GASB pronouncements.  
 
The accounts of the Authority are organized on the basis of a proprietary fund type, specifically 
an enterprise fund. The activities of this fund are accounted for with a separate set of self-
balancing accounts that comprise the Authority’s assets, liabilities, net position, revenues and 
expenses. Enterprise Funds account for activities; (i) that are financed with debt that is secured 
solely by a pledge of the net revenues from fees and charges of the activity, (ii) that are required 
by laws or regulations that the activity’s costs of providing services, including capital costs (such 
as depreciation or debt service), be recovered with fees and charges, rather than with taxes or 
similar revenues, or (iii) that the pricing policies of the activity establish fees and charges designed 
to recover its costs, including capital costs (such as depreciation or debt service). 
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Note 1 – Description of Entity and Summary of Significant Accounting Policies, Continued 
 
Financial Statement Presentation, Concluded 
On July 1, 2003, the Authority adopted the provisions of Governmental Accounting Standards 
Board (GASB) No. 34 “Basic Financial Statements – and Management’s Discussion and Analysis 
– for State and Local Governments.” GASB 34 established standards for external financial 
reporting for all state and local governmental entities which includes a statement of net assets, a 
statement of activities and changes in net position and a statement of cash flows. It requires the 
classification of net position into three components: (i) invested in capital assets, net of related 
debt, (ii) restricted, and (iii) unrestricted. 
 
These classifications are defined as follows: 
 

• Invested in capital assets, net of related debt - This component of net position consists of 
capital assets, net of accumulated depreciation and reduced by the outstanding balances 
of any bonds, mortgages, notes or other borrowings that are attributable to the acquisition, 
construction or improvement of those assets.  

 
• Restricted - This component of net position consists of constraints imposed by creditors 

(such as through debt covenants), grantors, contributors, or laws or regulations of other 
governments or constraints imposed by law through constitutional provisions or enabling 
legislation. 

 
• Unrestricted net position - This component of net position consists of net position that does 

not meet the definition of “restricted” or “invested in capital assets, net of related debt.” 
 
Cash and Investments 
The Authority considers all highly liquid investments with maturities of three months or less when 
purchased to be cash equivalents.  Investments are reported at fair market value. 
 
Receivables 
The Authority uses the direct write-off method to account for bad debts.  No allowance for bad 
debts has been provided, as no material write-offs are expected for receivables as of June 30, 
2025. The direct write-off method does not significantly depart from generally accepted 
accounting principles. 
 
Capital Assets 
The utility plant in service is stated at cost. The cost of additions to the utility plant and major 
replacements of retired units of property is capitalized. Cost includes direct labor, outside 
services, materials and transportation, employee fringe benefits, overhead, and interest on funds 
borrowed to finance construction. The cost and accumulated depreciation of property sold or 
retired is deducted from capital assets, and any profit or loss resulting from the disposal is credited 
or charged in the nonoperating section of the statement of revenues, expenses and changes in 
net position. The cost of current repairs, maintenance, and minor replacements is charged to 
expense as incurred. Depreciation has been provided over estimated useful lives of the assets 
using the straight-line method. 
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Note 1 – Description of Entity and Summary of Significant Accounting Policies, Continued 
 
Capital assets, Concluded 
The estimated useful lives of capital assets are as follows: 
 

Vehicles       5 years 
Office Equipment    10 years 
Machinery and Equipment   10 years 
Water System Infrastructure      40 years 
Plant      40 years 
Buildings     40 years 

 
Compensated Absences 
Personal time is accrued by years of services as stated in the employee handbook.  No personal 
time may be carried forward from one calendar year to the next. An employee must complete one 
year of continuous employment before taking personal time leave. Personal time is calculated on 
straight-time pay rate. Employees are compensated for the current year accrued time when they 
leave the company.  
 
Long-Term Obligations 
Long-term debt and other obligations are reported as liabilities on the statement of net position.  
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as 
expenditures. 
 
Operating Revenues and Expenses 
Operating revenues and expenses consist of those revenues and expenses that result from the 
ongoing principal operations of the Authority. Operating revenues consist primarily of charges for 
services. Non-operating revenues and expenses consist of those revenues and expenses that 
are related to financing and investing type of activities and result from non-exchange transactions. 
 
Capital Contributions 
Transmission and distribution system assets contributed to the Authority by installers are 
capitalized at the installers’ costs and recorded as capital contributions when received.  Also 
included in capital contributions are various grants received for infrastructure and payments 
received from customers for tap fees. 
 
Extraordinary and Special Items 
Extraordinary items are transactions or other events that are both unusual in nature and infrequent 
in occurrence. Special items are significant transactions or other events within the control of 
management that are either unusual in nature or infrequent in occurrence. If such items exist 
during the reporting period, they are reported separately in the statement of revenues, expenses 
and changes in net position. 
 
Income Taxes 
The Authority is exempt from federal and state income taxes. 
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Note 1 – Description of Entity and Summary of Significant Accounting Policies, Concluded 
 

Bond and Interest Redemption Fund 
The ordinances authorizing the various bond issues of the Authority require monthly transfers 
from the Revenue Fund into a “Bond Fund”.  Sums not less than one sixth of the interest due at 
the next payment, and one twelfth of the principal on all Bonds maturing the next January are 
required to be deposited. 
 

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

Subsequent Events 

The Authority has evaluated subsequent events through September 29, 2025, the date which the 
financial statements were available to be issued. At the start of the 2025 fiscal year, the Authority 
completed the purchase of the Brownsville Sewer and Water system. The purchase will expand 
the Authority’s service area in Edmonson County, Kentucky. 
 

Note 2 – Cash and Investments 
 

Deposits and Concentration of Risk 
At year end, the net carrying amount of the Authority’s cash deposits was $1,330,565 and the 
bank balances were $1,687,295. The difference between book and bank balances primarily 
represents checks that have been issued but have not cleared the bank as of June 30, 2025.  
 

All cash accounts were fully insured by FDIC at June 30, 2025. 
 

Note 3 – Capital Assets 
 

Capital asset activity for the year ended June 30, 2025 was as follows: 
 

Balance Balance
June 30, 2024 Additions Deletions June 30, 2025

Capital assets not being depreciated
Land and land rights 311,701$       -$                 -$                      311,701$       
Construction-in-progress -                    325,480        (180,939)           144,541         

Total capital assets not being depreciated 311,701         325,480        (180,939)           456,242         
Capital assets being depreciated

Buildings 444,329         6,900            -                        451,229         
Office furniture and equipment 120,784         37,429          -                        158,213         
Machinery and equipment 2,887,519      2,887,519      
Vehicles 1,824,354      152,008        -                        1,976,362      
Water transmission upgrade 391,892         -                   -                        391,892         
Plant 39,935,482    277,812        -                        40,213,294    

Total capital assets being depreciated 45,604,360    474,149        -                        46,078,509    

Less: Accumulated Depreciation (22,665,017)  (1,473,723)   -                        (24,138,740)  

Total net capital assets 23,251,044$  (674,094)$    (180,939)$         22,396,011$   
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Note 4 – Long-Term Debt 
 
Bonds & Notes Payable 
Long-term debt consists of the following at June 30, 2025: 
 

Kentucky Infrastructure Authority assistance agreement due in semi-
annual payments of $3,321 (principal and interest). Interest is stated
at 0.60% until maturity in December, 2027. The loan is secured by a
pledge of a fixed portion of the system revenues. 16,457$        
Less current portion 6,673            

Long-term portion 9,784$          

Kentucky Rural Water Finance Corporation Series 2011 B due
January 2031, bearing annual interest of 2.65-5.275% with monthly
sinking fund requirements consisting of monthly deposits in amounts
sufficient to pay interest and principal of the current bonds due on the
next payment date. The bonds are secured by a pledge of a fixed
portion of the system revenues. 345,000$      
Less current portion 50,000          

Long-term portion 295,000$      

Kentucky Rural Water Finance Corporation Series 2013 C maturing
January 2027, bearing annual interest of 2.30%-3.30%.  The bonds are 
secured by a pledge of a fixed portion of the system revenues. 160,000$      
Less current portion 115,000        

Long-term portion 45,000$        

Kentucky Rural Water Finance Corporation Series 2014 B maturing
January 2034, bearing annual interest of 4.01%. The bonds are
secured by a pledge of a fixed portion of the system revenues. 295,000$      
Less current portion 30,000          
Long-term portion 265,000$      

Kentucky Rural Water Finance Corporation Series 2016 D due
January 2036, bearing annual interest of 2.65-5.275% with monthly
sinking fund requirements consisting of monthly deposits in amounts
sufficient to pay interest and principal of the current bonds due on the
next payment date. The bonds are secured by a pledge of a fixed
portion of the system revenues. 535,000$      
Less current portion 40,000          
Long-term portion 495,000$      

Kentucky Rural Water Finance Corporation Series 2020 C interim loan 
in the amount of $1,420,000 originating in March 2020 with interest
rate of 1.25% due monthly. The financing is being used on the Horse
Cave Plant Improvements project. 1,215,000$   
Less current portion 45,000          

Long-term portion 1,170,000$   
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Note 4 – Long-Term Debt, Continued 
 

Kentucky Rural Water Finance Corporation interim loan in the amount
of $1,500,000 originating in January 2021 with the interest rate ranging
from 2.20-5.20% due monthly. The financing is being used on the
Horse Cave Plant Improvements project. 1,275,000$   
Less current portion 60,000          

Long-term portion 1,215,000$   

Kentucky Rural Water Finance Corporation Series 2022 C interim loan 
in the amount of $505,000 originating in August 2022 with interest rate 
of 4.20% due monthly. 455,000$      
Less current portion 30,000          

Long-term portion 425,000$      

Kentucky Rural Water Finance Corporation Series 2025 C interim loan 
in the amount of $790,000 originating in June 2025 with interest rate of 
4.81% due monthly. 790,000$      
Less current portion -                   

Long-term portion 790,000$      

Kentucky Rural Water Finance Corporation Series 2025 C interim loan 
in the amount of $490,000 originating in June 2025 with interest rate of 
5.20% due monthly. 490,000$      
Less current portion -                   

Long-term portion 490,000$      

German American loan in the amount of $60,033 originating in 
September 2023 with an interest rate of 6.38% due monthly until 
maturity in November 2028.

36,914$        
Less current portion 11,164          

Long-term portion 25,750$        

German American loan in the amount of $514,000 originating in 
February 2024 with an interest rate of 7.50% due monthly until maturity 
in February 2030.

419,077$      
Less current portion 78,361          

Long-term portion 340,716$      

German American loan in the amount of $385,000 originating in 
September 2024 with an interest rate of 6.75% due monthly until 
maturity in September 2029.

340,865$      
Less current portion 75,743          

Long-term portion 265,122$      

German American loan in the amount of $460,000 originating in 
September 2021 with an interest rate of 3.61% due monthly until 
maturity in September 2026.

122,986$      
Less current portion 97,997          

Long-term portion 24,989$         
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Note 4 – Long-Term Debt, Continued 
 
Principal and interest maturities of long-term debt are as follows: 
 

Principal Interest Total
2026 639,938$       238,446$       878,384$       
2027 638,781        235,381        874,162        
2028 583,192        201,821        785,013        
2029 612,738        169,000        781,738        
2030 515,072        139,956        655,028        

2031-2035 1,666,578      462,330        2,128,908      
2036-2040 1,195,000      221,347        1,416,347      
2041-2046 645,000        73,512          718,512        

Total 6,496,299$    1,741,793$    8,238,092$     
 

Interest incurred and charged to expense for the year ended June 30, 2025 totaled $242,382. 
 
Long-term debt activity for the year ended June 30, 2025 is as follows: 
 

Balance Debt Payments Balance Amount Due 
June 30, 2024 Additions and Reductions June 30, 2025 within One Year

KIA 22,971$            -$                     6,514$              16,457$         6,673$              
KRWFC 2011 B 395,000            -                       50,000              345,000         50,000              
KRWFC 2013 C 270,000            -                       110,000            160,000         115,000            
KRWFC 2014 B 320,000            -                       25,000              295,000         30,000              
KRWFC 2016 D 575,000            -                       40,000              535,000         40,000              
KRWFC 2020 C 1,260,000         -                       45,000              1,215,000      45,000              
EPA Grant payable 20,035              -                       20,035              -                     -                       
Revenue Bond 2020 I 1,335,000         -                       60,000              1,275,000      60,000              
Bond Series 2022 C 480,000            -                       25,000              455,000         30,000              
KRWFC 2025C -                       790,000           -                        790,000         -                       
KRWFC 2025C -                       490,000           -                        490,000         -                       
German American Bank 48,572              -                       11,658              36,914           11,164              
German American Bank 491,094            -                       72,017              419,077         78,361              
German American Bank 30,062              -                       30,062              -                     -                       
German American Bank 217,402            -                       94,416              122,986         97,997              
German American Bank -                       385,000           44,135              340,865         75,743              
 5,465,136         1,665,000        633,837            6,496,299      639,938            
Bond premiums/discounts 183,152            66,999             11,171              238,980         11,171              
Total bonds, net with premium 5,648,288$       1,731,999$      645,008$          6,735,279$    651,109$           

 
Leases  
The Authority leases fleets of vehicles from Enterprise under various non-cancelable operating 
leases. The leases expire at various dates depending on delivery of the vehicles and the terms of 
the leases. As of June 30, 2025, the Authority had a right of use asset with a balance of $354,043. 
The interest rate of the lease agreements range from 3.15-8.01% per annum. Also included in the 
monthly lease payments are various management fees and maintenance charges. Accumulated 
amortization on the leased vehicles at June 30, 2025 was $269,015 and amortization expense 
was $129,666. 
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Note 4 – Long-Term Debt, Concluded 
 
Minimum lease payments as of June 30, 2025 were as follows:  

 
Years ended June 30

2026 153,326$   
2027 121,559     
2028 126,667     
2029 111,763     
2030 52,902       

Total minimum lease payments 566,217     
Less: amount representing interest (82,145)      
Present value of minimum lease payments 484,072$    

 
 

Note 5 – Short-Term Debt 
 
On March 19, 2019, Caveland Environmental Authority, Inc. renewed a line of credit with German 
American Bank in the amount of $275,000 to be used for operations.  The variable rate interest 
is due monthly, with the principal balance due at maturity of March 17, 2026. At June 30, 2025 
Caveland Environmental Authority, Inc. had a balance of $274,512 on the line of credit. 

 
Note 6 – Pension Plan 
 
The Authority has established a SIMPLE IRA plan for its employees. Under a SIMPLE IRA plan, 
employees may choose to make salary reduction contributions and the employer makes matching 
or non-elective contributions. All contributions under the plan are deposited into a SIMPLE 
individual retirement account or annuity established for each eligible employee. The SIMPLE IRA 
plan was established to cover all employees who are expected to receive at least $5,000 in 
compensation for the calendar year. Employer contributions to the plan were approximately 
$38,000, and employee contributions were approximately $51,000 for the year ended June 30, 
2025. 
 
Note 7 – Deferred Inflows/Deferred Outflows of Resources 

In addition to assets, the statement of net position will sometimes report a separate section for 
deferred outflows of resources. This separate financial statement element, deferred outflows of 
resources, represents a consumption of net position or fund balance that applies to future periods 
and thus, will not be recognized as an outflow of resources (expense/expenditure) until then. 
Caveland Environmental Authority, Inc. has no items that qualify for reporting in this category.  

In addition to liabilities, the statement of net position will sometimes report a separate section for 
deferred inflows of resources. This separate financial statement element, deferred inflows of 
resources, represents an acquisition of net position or fund balance that applies to a future period 
and so will not be recognized as an inflow of resources (revenue) until that time. Caveland 
Environmental Authority, Inc. has no items that qualify for reporting in this category. 
 
 



Caveland Sanitation Authority, Inc. dba Caveland Environmental Authority 
Notes to Financial Statements 

June 30, 2025 
 

 
Page 19 

Note 8 – Compensated Absences 
 
The Authority’s compensated absences consist of vacation pay based on the employee's length 
of employment. Upon termination, employees are paid for all unused accrued vacation. 
 

Balance Balance
6/30/2024 Additions Retirements 6/30/2025

85,484$        34,550$        (12,145)$       107,889$      
85,484$        34,550$        (12,145)$       107,889$       
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Depreciation 1,472,001$      
Amortization 129,666           
Labor 1,223,434        
Utilities 234,897           
Telephone 23,803             
Repairs and maintenance 297,836           
Employee benefits 250,623           
Payroll taxes 97,421             
Insurance 132,841           
Vehicle expense 154,577           
Equipment expense 27,465             
Employee training 9,612               
Chemicals and supplies 532,023           
Water purchased 810,754           
Employee uniforms 13,782             
Construction expense 5,790               
Other 228,469           

Total 5,644,994$      



Caveland Sanitation Authority, Inc. dba Caveland Environmental Authority 
Schedule of General and Administrative Expenses 

For the Year Ended June 30, 2025 
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Office salaries 248,865$         
Employee benefits 83,087             
Legal and accounting 89,350             
Billing charges 70,844             
Depreciation 1,722               
Office expenses 32,591             
Travel 53,370             
Insurance 54,836             
Advertising 8,422               
Telephone 6,546               
Utilities 4,531               
Repairs and maintenance 13,956             
Employee training 36,854             
Miscellaneous 16,803             

Total 721,777$         
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF 

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT 
AUDITING STANDARDS 

To the Board of Directors 
Caveland Sanitation Authority, Inc. 
dba Caveland Environmental Authority 
We have audited, in accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards  issued by the Comptroller General of the United States, the financial 
statements of the business-type activities of the Caveland Sanitation Authority, Inc. dba Caveland 
Environmental Authority, as of and for the year ended June 30, 2025, and the related notes to the 
financial statements, which collectively comprise the Caveland Sanitation Authority, Inc. dba 
Caveland Environmental Authority’s basic financial statements, and have issued our report 
thereon dated September 29, 2025. 
Report on Internal Control over Financial Reporting  
In planning and performing our audit of the financial statements, we considered the Caveland 
Sanitation Authority, Inc. dba Caveland Environmental Authority’s internal control over financial 
reporting (internal control) as a basis for designing audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinions on the financial statements, but not for 
the purpose of expressing an opinion on the effectiveness of the Caveland Sanitation Authority, 
Inc. dba Caveland Environmental Authority’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Caveland Sanitation Authority, Inc. dba Caveland 
Environmental Authority s internal control. 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a 
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 
possibility that a material misstatement of the entity’s financial statements will not be prevented, 
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 
Our consideration of internal control was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or, significant deficiencies. Given these limitations, during our audit we did 
not identify any deficiencies in internal control that we consider to be material weaknesses. 
However, material weaknesses or significant deficiencies may exist that have not been identified. 

Sarah Hampton
Letterhead

Sarah Hampton
Footer
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Report on Compliance and Other Matters  
As part of obtaining reasonable assurance about whether the Caveland Sanitation Authority, Inc. 
dba Caveland Environmental Authority’s financial statements are free from material 
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material 
effect on the determination of financial statement amounts. However, providing an opinion on 
compliance with those provisions was not an objective of our audit, and accordingly, we do not 
express such an opinion.  The results of our tests disclosed no instances of noncompliance or 
other matters that are required to be reported under Government Auditing Standards. 
Purpose of This Report  
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of 
the entity’s internal control or on compliance. This report is an integral part of an audit performed 
in accordance with Government Auditing Standards in considering the entity’s internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 
 

Campbell, Myers & Rutledge, PLLC  
Certified Public Accountants 
 
Glasgow, Kentucky 
September 29, 2025



 

 

EXHIBIT H 



STATEMENT OF INTENT 

This Statement of Intent, having an effective date of January 27 , 2026, is made and entered 

into by and between EDMONSON COUNTY WATER DISTRICT (“Edmonson”) and 

CAVELAND SANITATION AUTHORITY, INC. d/b/a Caveland Environmental Authority 

(“Caveland”) (collectively, the “Parties”). 

WITNESSETH 

WHEREAS, Edmonson is a water district organized under the provisions of KRS Chapter 

74 and is a governmental agency within the meaning of KRS 67.0802(4)(a); 

WHEREAS, Caveland is a Kentucky non-profit corporation organized on May 27, 1987 

pursuant to KRS 58.180, KRS 65.210 et seg. and KRS 273.161 et seg., under an Amended 

Interlocal Cooperation Agreement by and between the cities of Horse Cave, Cave City and Park 

City, Kentucky; 

WHEREAS, Caveland is in good standing and is a governmental agency within the 

meaning of KRS 67.0802(4)(a); 

WHEREAS, Edmonson currently provides sewer service to approximately 57 customers 

located in the northern portion of the Brownsville city limits in Edmonson County, in the Hilltop 

area; 

WHEREAS, Edmonson owns certain assets associated with that sewer service (the 

“Edmonson Sewer System’’); 

WHEREAS, the Edmonson Sewer System is adjacent to and interconnected with sewer 

facilities owned and operated by Caveland; 

WHEREAS, transferring the Edmonson Sewer System to Caveland will result in 

economies of scale;
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WHEREAS, Caveland has the financial, technical, and managerial abilities to provide 

adequate and reliable sewer service to Edmonson’s existing sewer customers without adversely 

affecting the quality of service presently afforded Caveland’s existing customers; and 

WHEREAS, Edmonson desires to state its intention to transfer and convey its Edmonson 

Sewer System to Caveland, and Caveland desires to state its intention to acquire the Edmonson 

Sewer System, subject to the terms, conditions, and provisions hereinafter set forth. 

NOW, THEREFORE, FOR AND IN CONSIDERATION of the benefits to their 

customers and the mutual benefits to be derived from transferring the ownership of the Edmonson 

Sewer System to Caveland, Edmonson and Caveland state as follows: 

1. Agreement. Edmonson and Caveland formally declare and state their intent to 

negotiate the terms of, and enter into, an Asset Purchase Agreement (the “Agreement”). The 

Agreement will contain the detailed provisions for the transfer of the Edmonson Sewer System to 

Caveland. 

2. Transfer of Assets. Subject to the terms and conditions of the Agreement, 

Edmonson hereby states its intent to transfer and convey to Caveland, and Caveland hereby states 

its intent to acquire from Edmonson, the Edmonson Sewer System. 

3. Consideration. As consideration for the transfer of the Edmonson Sewer System, 

Caveland states its intent to pay at the time of Closing a sum equal to the total outstanding principal 

and accrued interest of the debt obligations incurred by Edmonson for the purpose of constructing 

extensions and improvements to the Edmonson Sewer System. This debt obligation is evidenced 

by one series of revenue bonds issued by Edmonson, purchased by U.S.D.A., Rural Development 

(“RD”), and held by RD (the “Outstanding RD Sewer Bond”), which has an approximate 

outstanding principal balance of $68,900.



4. Closing. Transfer of ownership of the Edmonson Sewer System and final closing 

of the transaction contemplated by this Statement of Intent (the “Closing”) cannot take place until: 

(a) the Parties negotiate and execute an Asset Purchase Agreement; (b) the Kentucky Public 

Service Commission (the “PSC”) approves the proposed transfer of the Edmonson Sewer System 

assets; and (c) and certain other Closing requirements have been satisfied. 

5. Operating Agreement. The Parties have determined that it will be mutually 

advantageous if Caveland commences managing, operating, repairing, and maintaining the 

Edmonson Sewer System as soon as practicable and while the Parties are negotiating the terms of 

the Agreement and awaiting approval of the proposed transfer of the Edmonson Sewer System 

assets by the PSC. The Parties have entered into a written Operating Agreement with an effective 

date of January 27 _, 2026 whereby Caveland will commence managing, operating, repairing, and 

maintaining the Edmonson Sewer System. The Operating Agreement will specify the scope of 

services to be performed by Caveland and its compensation for performing these services. The 

Operating Agreement shall terminate once ownership of the Edmonson Sewer System has been 

formally transferred to Caveland at the Closing. 

6, Exclusive Negotiations. Edmonson and Caveland agree to engage in good faith 

negotiations exclusively with each other, and neither Edmonson nor Caveland shall engage in 

talks, discussions, communications, or the like with any other water utility or entity concerning 

the proposed transfer of the Edmonson Sewer System. 

7. Cooperation. Edmonson and Caveland agree: (a) to cooperate and assist each other 

with engineering studies and any other evaluations of the Edmonson Sewer System that Caveland 

may need to conduct, but such cooperation does not require any financial obligation by Edmonson; 

(b) to facilitate and expedite negotiations which are intended to result in a mutually advantageous
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Agreement and the ultimate transfer of the Edmonson Sewer System and its related assets to 

Caveland as contemplated by this Statement of Intent; (c) to exchange information; and (d) to 

promptly take all other necessary actions. 

IN TESTIMONY WHEREOF, this Statement of Intent has been approved by the Board 

of Commissioners of Edmonson and the Board of Directors of Caveland. It has been executed by 

the duly authorized officers of both parties. 

   
EDMONSON C TY WATER DISTRICT 

aa 
Darren Dennison, Chairman 
  

Date: [- 27-2022 
  

Attest: 

(eee 
J ost Brooks, Sebrétary 
  

CAVELAND SANITATION AUTHORITY, INC. 

pe re acachnere 
Joe Gardner, President 

Date: l-2a-2b 

Attest: 

LZ Qt 
Soe Briley NS) fl wee 

4896-6874-6118 

  

  

 



 

 

EXHIBIT I 



OPERATING AGREEMENT 

This is Operating Agreement, having an effective date of January 27 , 2026, is made and 

entered into by and between EDMONSON COUNTY WATER DISTRICT (“Edmonson”) and 

CAVELAND SANITATION AUTHORITY, INC. d/b/a Caveland Environmental Authority 

(“Caveland”) (collectively, the “Parties”). 

WITNESSETH 

WHEREAS, Edmonson is a water district organized under the provisions of KRS Chapter 

74 and is a governmental agency within the meaning of KRS 67.0802(4)(a); 

WHEREAS, Caveland is a Kentucky non-profit corporation organized on May 27, 1987 

pursuant to KRS 58.180, KRS 65.210 et seg. and KRS 273.161 et seg., under an Amended 

Interlocal Cooperation Agreement by and between the cities of Horse Cave, Cave City and Park 

City, Kentucky; 

WHEREAS, Caveland is in good standing and is a governmental agency within the 

meaning of KRS 67.0802(4)(a); 

WHEREAS, Edmonson currently provides sewer service to approximately 57 customers 

located in the northern portion of the Brownsville city limits in Edmonson County, in the Hilltop 

area; 

WHEREAS, Edmonson owns certain assets associated with that sewer service (the 

“Edmonson Sewer System”); 

WHEREAS, the Edmonson Sewer System is adjacent to and interconnected with sewer 

facilities owned and operated by Caveland; 

WHEREAS, transferring the Edmonson Sewer System assets to Caveland will result in 

economies of scale;
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WHEREAS, Caveland has the financial, technical, and managerial abilities to provide 

adequate and reliable sewer service to Edmonson’s existing sewer customers without adversely 

affecting the quality of service presently afforded Caveland’s existing customers; 

WHEREAS, the Parties executed a Statement of Intent with an effective date of January 

27 , 2026, whereby Edmonson declared and stated its intent to transfer and convey the Edmonson 

Sewer System to Caveland and Caveland declared and stated its intent to acquire the Edmonson 

Sewer System, subject to the terms, conditions, and provisions set forth in the Statement of Intent; 

WHEREAS, KRS 74.414 authorizes the Board of Commissioners of a water district to 

contract with any city, water district or sewer construction district, or other incorporated 

municipality or district, to provide for the operation of all or a portion of that water district’s 

sanitary sewer system regardless of whether the water district has or will acquire any ownership 

rights in the sanitary sewer system; 

WHEREAS, subject to the limitations contained in this Operating Agreement, Caveland 

is willing and has the ability, pursuant to KRS 74.414, to manage, operate, repair, and maintain 

the Edmonson Sewer System until the assets of the Edmonson Sewer System have been formally 

transferred to Caveland at the Closing; 

WHEREAS, as set forth in Paragraph 5 of the Statement of Intent, the Parties have 

determined it will be mutually advantageous if Caveland commences, as soon as practicable, 

managing, operating, repairing, and maintaining the Edmonson Sewer System while the Parties 

are negotiating the terms of the Asset Purchase Agreement and awaiting approval of the proposed 

transfer of the Edmonson Sewer System by the Kentucky Public Service Commission (the “PSC”); 

WHEREAS, it is uncertain when approval of the proposed transfer by the PSC will be 

obtained; and
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WHEREAS, the Parties desire for Caveland to manage, operate, repair, and maintain the 

Edmonson Sewer System beginning as soon as practicable. 

NOW, THEREFORE, FOR AND IN CONSIDERATION of the mutual promises, 

covenants, and conditions contained herein and in the Statement of Intent, the Parties agree as 

follows: 

1. Defined Terms. The terms used in this Operating Agreement and not defined 

herein shall have the meanings assigned to them in the Statement of Intent. 

2. Affirmation of Preamble. The facts, recitals, and statements contained in the 

foregoing preamble of this Operating Agreement are true and correct and are hereby affirmed and 

incorporated as a part of this Operating Agreement. 

3. General Benefits. In accordance with KRS 74.414, Edmonson’s Board of 

Commissioners and the Board of Directors of Caveland have each independently determined, and 

do hereby declare, that it is necessary, desirable, in the public interest, in the best interests of their 

customers, and mutually advantageous for Edmonson to contract with Caveland to manage, 

operate, repair, and maintain the Edmonson Sewer System before the Edmonson Sewer System is 

transferred and conveyed to the Caveland. 

4, Ownership of Assets. During the Term of this Operating Agreement, Edmonson 

shall retain ownership of all of its Sewer System assets, but Caveland shall be the beneficial owner. 

5. Closing. Transfer of ownership of the Edmonson Sewer System and final closing 

of the transaction contemplated by the Statement of Intent (the “Closing”) cannot take place until: 

(a) the Parties negotiate and execute an Asset Purchase Agreement; (b) the PSC approves the 

proposed transfer of the Edmonson Sewer System; and (c) and certain other Closing requirements 

have been satisfied.



6. Term. The Term of this Operating Agreement shall commence on March 1, 2026 

or such other date as the Parties may agree in writing (the “Operation Commencement Date”), and 

shall continue until the Closing as defined in the preceding paragraph of this Operating Agreement; 

PROVIDED, HOWEVER, that in the event no Closing occurs before January 31, 2028, this 

Operating Agreement shall expire on that date unless the Parties agree to extend this Operating 

Agreement or negotiate a new Operating Agreement. 

7. Operation and Maintenance of Assets. Subject to the provisions of this Operating 

Agreement, Caveland shall manage, operate, repair, and maintain the Edmonson Sewer System 

beginning on the Operation Commencement Date, and continuing throughout the Term of this 

Operating Agreement. Caveland shall be responsible, except as stated below in this Operating 

Agreement, for all expenses it incurs in the management, operation, repair, and maintenance of the 

Edmonson Sewer System. 

8. Compensation. Caveland shall be compensated for managing, operating, repairing, 

and maintaining the Edmonson Sewer System during the Term of this Operating Agreement as set 

forth below: 

9. Revenues. During the Term of this Agreement, Edmonson will collect sewer 

charges from all customers of the Edmonson Sewer System and will transfer all amounts so 

collected to Caveland on a monthly basis. Edmonson will deduct from each payment and will 

retain (a) the sum of $444.02 per month for Debt Service and (b) a $1.00 per customer monthly 

collection fee. 

10. _Edmonson’s Duties and Responsibilities. During the Term of this Operating 

Agreement, Edmonson shall: 

a. Remain responsible for making its required Debt Service payments, and 
payments required by its Bond Resolutions and loan agreements, as set forth



in Paragraph 12 of this Agreement; and 

Maintain insurance as set forth in Paragraph 16 of this Agreement; and 

Coordinate with Caveland concerning any information necessary to enable 
a smooth transition from Edmonson to Caveland. 

11. Caveland’s Duties and Responsibilities. During the Term of this Operating 

Agreement, Caveland shall: 

a. 

1. 

Operate the Edmonson Sewer System; 

Open new customer accounts; 

Answer customer inquiries and respond to customer complaints; 

Perform all other customer service functions; 

Perform all routine service work, including, but not limited to making sewer 
line repairs. 

Perform normal system maintenance of facilities appurtenant to the 
Edmonson Sewer System; 

Repair leaks; 

Locate sewer lines or other underground facilities in response to 811 Locate 
Requests; and 

Comply with all applicable environmental laws, regulations and permits. 

12. Debt Service. During the Term of this Operating Agreement, Edmonson shall 

remain responsible for making: (a) all its required monthly or semi-annual debt service payments 

and (b) any other transfers or payments required by its Bond Resolutions and loan agreements. 

13. Capital Improvements. Caveland may commence, at its own expense, to make 

major repairs and capital improvements (the “Capital Improvements’) to the Edmonson Sewer 

System during the Term of this Operating Agreement. Edmonson hereby consents to, and 

authorizes Caveland to make, these Capital Improvements. Caveland acknowledges that it will be 

making these Capital Improvements at its own risk and expense. Caveland shall not seek



reimbursement from Edmonson for the cost of these Capital Improvements. 

14. SCADA Equipment. The parties acknowledge that Edmonson’s SCADA 

equipment currently in use with the Edmonson Sewer System is not compatible with Caveland’s 

system. Edmonson will retain ownership of the existing SCADA equipment. Subject to Paragraph 

13 of this Agreement, Caveland will remove the existing SCADA equipment and will replace it 

with Caveland’s own equipment. Caveland will return Edmonson’s SCADA equipment to 

Edmonson promptly after removing it. 

15. Cooperation. Edmonson and Caveland agree: (a) to cooperate and assist each other 

with engineering studies and any other evaluations of the Edmonson Sewer System that Caveland 

may need to conduct, but such cooperation does not require any financial obligation by Edmonson; 

(b) to facilitate and expedite negotiations which are intended to result in a mutually advantageous 

Asset Purchase Agreement and the ultimate transfer of the Edmonson Sewer System and its related 

assets to Caveland; (c) to exchange information; and (d) to promptly take all other necessary 

actions, 

16. Insurance. During the Term of this Operating Agreement, Edmonson shall, at its 

expense, keep the Edmonson Sewer System insured with an insurance company or companies 

against fire and such other hazards as are included within extended coverage in an amount at least 

equal to the amount that Edmonson currently carries on the Edmonson Sewer System. All such 

insurance policies shall name Caveland as an additional insured or certificate holder. Caveland 

shall, at its expense, maintain comprehensive public liability insurance in an amount not less than 

$1,000,000 combined single limits for each occurrence for claims for bodily injury or death and 

property damage along with excess liability coverage (umbrella policy) of not less than 

$3,000,000. All such insurance policies shall name Edmonson as an additional insured or



certificate holder. 

17. Indemnification by Caveland. Caveland hereby agrees to indemnify Edmonson 

for, and hold Edmonson harmless from, any and all losses, liabilities, costs, and expenses 

(including, but not limited to, regulatory compliance and reasonable attorneys’ fees) incurred by 

Edmonson for claims asserted by third parties as a result of any negligence or willful misconduct 

by Caveland, its employees, contractors, and agents, arising from Caveland’s management, 

operation, repair, and maintenance of the Edmonson Sewer System pursuant to the provisions of 

this Operating Agreement. To that end, immediately upon notification by Edmonson, Caveland 

shall assume, at its own cost, the defense of any such action or suit which may be brought against 

Edmonson by any third party because of Caveland’s negligence or willful misconduct in the 

management, operation, repair and maintenance of the Edmonson Sewer System. 

18. Indemnification by Edmonson. Edmonson hereby agrees to indemnify Caveland 

for, and hold Caveland harmless from, any and all losses, liabilities, costs, and expenses (including, 

but not limited to, regulatory compliance and reasonable attorneys’ fees) incurred by Caveland for 

claims asserted by third parties as a result of any negligence or willful misconduct by Edmonson, 

its employees, contractors, and agents, arising from Edmonson’s management, operation, repair, 

and maintenance of the Edmonson Sewer System prior to the Operation Commencement Date. To 

that end, immediately upon notification by Caveland, Edmonson shall assume, at its own cost, the 

defense of any such action or suit which may be brought against Caveland by any third party 

because of Edmonson’s negligent or willful misconduct in the management, operation, repair and 

maintenance of the Edmonson Sewer System prior to the Operation Commencement Date. 

19. No Transfer of Ownership or Control. This Operating Agreement does not 

transfer ownership of any of the Edmonson Sewer System nor does it grant Caveland any right to



control Edmonson as “control” is defined in KRS 278.020(6) and (7). Once the Parties finalize the 

terms of the Asset Purchase Agreement and it has been approved by their respective governing 

bodies, the Parties shall file a joint Application with the PSC seeking approval of the transfer of 

ownership of the Edmonson Sewer System as described in Paragraph 2 of the Statement of Intent. 

20. No Assignment. Caveland shall not assign this Operating Agreement. 

IN TESTIMONY WHEREOEF, this Operating Agreement has been executed in multiple 

counterparts, each of which is deemed to be an original, by the duly authorized officers and 

officials of the Parties, as of its effective date. 

EDMONSON COU NTY WATER DISTRICT 

Dae. 

Darren Dennison, Chairman 
  

  

Date: I- 27-2622 
  

Attest: 

Lor 
Josb/Brooks, Sécrétary 
 



CAVELAND SANITATION AUTHORITY, INC. 

J 
te 

By: (= <sTn pnt 
  

  

Joe GardnerPresident 

Date: l-22-ak 

Attest: 

  

Joe Bajley, Secretary 
Lal tel 

4921-5380-5190



 

 

EXHIBIT J 



RESOLUTION NO. 2026-01- 2.7 

RESOLUTION OF THE EDMONSON COUNTY WATER DISTRICT 
EXPRESSING ITS INTENT TO TRANSFER THE EDMONSON SEWER 
SYSTEM TO CAVELAND- SANITATION AUTHORITY,  INC.; 
APPROVING THE STATEMENT OF INTENT TO TRANSFER THE 
EDMONSON SEWER SYSTEM; APPROVING THE OPERATING 
AGREEMENT WITH CAVELAND SANITATION AUTHORITY, INC. 
CONCERNING THE OPERATION OF THE EDMONSON SEWER 
SYSTEM; AND AUTHORIZING THE CHAIRMAN TO EXECUTE THE 
STATEMENT OF INTENT AND THE OPERATING AGREEMENT 

WHEREAS, Edmonson County Water District (“Edmonson”) is a water district organized 

under the provisions of KRS Chapter 74 and is a governmental agency within the meaning of KRS 

67.0802(4)(a); 

WHEREAS, Caveland Sanitation Authority, Inc. (““Caveland”) is a Kentucky non-profit 

corporation organized on May 27, 1987 pursuant to KRS 58.180, KRS 65.210 et seg. and KRS 

273.161 et seq., under an Amended Interlocal Cooperation Agreement by and between the cities 

of Horse Cave, Cave City and Park City, Kentucky; 

WHEREAS, Caveland is in good standing and is a governmental agency within the 

meaning of KRS 67.0802(4)(a); 

WHEREAS, Edmonson currently provides sewer service to approximately 57 customers 

located in the northern portion of the Brownsville city limits in Edmonson County, in the Hilltop 

area; 

WHEREAS, Edmonson owns certain assets associated with that sewer service (the 

“Edmonson Sewer System”); 

WHEREAS, the Edmonson Sewer System is adjacent to and interconnected with sewer 

facilities owned and operated by Caveland;



WHEREAS, transferring the Edmonson Sewer System to Caveland will result in 

economies of scale; 

WHEREAS, Caveland has the financial, technical, and managerial abilities to provide 

adequate and reliable sewer service to Edmonson’s existing sewer customers without adversely 

affecting the quality of service presently afforded Caveland’s existing customers; 

WHEREAS, certain representatives of Edmonson and certain representatives of Caveland 

have negotiated the preliminary terms of a Statement of Intent whereby Edmonson expresses its 

intent to transfer and convey the Edmonson Sewer System to Caveland and Caveland expresses 

its intent to acquire the Edmonson Sewer System, subject to the approval and execution of the 

Statement of Intent by the governing bodies of Edmonson and Caveland; 

WHEREAS, Edmonson desires to state its intention to transfer and convey its Edmonson 

Sewer System to Caveland, and Caveland desires to state its intention to acquire the Edmonson 

Sewer System, subject to the terms, conditions, and provisions set forth in the Statement of Intent; 

WHEREAS, KRS 74.414 authorizes the Board of Commissioners of a water district to 

contract with any city, water district or sewer construction district, or other incorporated 

municipality or district, to provide for the operation of all or a portion of that water district’s 

sanitary sewer system regardless of whether the water district has or will acquire any ownership 

rights in the sanitary sewer system; 

WHEREAS, subject to the limitations contained in this Operating Agreement, Caveland 

is willing and has the ability, pursuant to KRS 74.414, to manage, operate, repair, and maintain 

the Edmonson Sewer System until the assets of the Edmonson Sewer System have been formally 

transferred to Caveland at the Closing; 

WHEREAS, as set forth in Paragraph 5 of the Statement of Intent, the Parties have



determined it will be mutually advantageous if Caveland commences, as soon as practicable, 

managing, operating, repairing, and maintaining the Edmonson Sewer System while the Parties 

are negotiating the terms of the Asset Purchase Agreement and awaiting approval of the proposed 

transfer of Edmonson’s Sewer System assets by the Kentucky Public Service Commission (the 

“PSC”); 

WHEREAS, it is uncertain when approval of the proposed transfer by the PSC will be 

obtained; and 

WHEREAS, the Parties desire for Caveland to manage, operate, repair, and maintain the 

Edmonson Sewer System beginning as soon as practicable. 

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF 
COMMISSIONERS OF EDMONSON AS FOLLOWS: 

Section 1. The facts, recitals, and statements contained in the foregoing preamble of this 

Resolution are true and correct and are hereby affirmed and incorporated as a part of this 

Resolution. 

Section 2. The Statement of Intent, in substantially the form submitted to Edmonson with 

such minor modifications as the Chairman may subsequently approve, as evidenced by his 

signature thereon, is hereby approved, and the Chairman is authorized and directed to execute and 

deliver the Statement of Intent for and on behalf of Edmonson. 

Section 3. The Operating Agreement, in substantially the form submitted to Edmonson 

with such minor modifications as the Chairman may subsequently approve, as evidenced by his 

signature thereon, is hereby approved, and the Chairman is authorized and directed to execute and 

deliver the Operating Agreement for and on behalf of Edmonson. 

Section 4. This Resolution shall take effect upon its adoption.



Adopted by the Board of Commissioners of Edmonson County Water District at a 

meeting held on January 27 _, 2026, signed by the Chairman, and attested by the Secretary. 

a 
S l2g-—— 

Darren Dennison, Chairman 
    

Attest: 

ee Ae 
J fi Brooks,Secretary 
  

CERTIFICATION 

The undersigned Secretary of Edmonson County Water District (“Edmonson”) does hereby 
certify that the foregoing is a true copy of a Resolution duly adopted by Edmonson’s Board of 
Commissioners at a meeting properly held on January 27 _, 2026, signed by the Chairman of the 
Board of Commissioners, attested by the Secretary of the Board of Commissioners, and now in 
full force and effect. 

WITNESS my hand this Z74h day of January, 2026. 

Cuov- 2 
Josh/Brooks, Se¢retary 
  

4938-7307-7382
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