
ATTOIINEYS ATLAW 

I<entucky Home Trust Building, 450 South Third Street, Louisville, Kentucky 40202-1410 
Telep1101~ (502) 569-7525 Telefi<~x (502) 569-7555 \V\VW rirhinhays COM 

CI-IAIILES S IVIIJSSON 
W RANDALL JONES 
CI-IRISTIAN L JUCKETT 

December 23,2009 

E r r  la I ;  e, n 
I- L' I '  I L? ,9 4ooq*oQ!312\ Mr. Jeff Derouen 

Executive Director 
Public Service Commission 
P.O. Box 615 
Franlcfort, Kentucky 40602 

Re: Mountain Water District - Public Service Commission Application for the Shelby 
Sewer Project 

Dear Mr. Derouen: 

Enclosed please find the original and ten (10) copies of the Application of the Mountain 
Water District for a Certificate of Public Convenience and Necessity to construct and finance a 
wastewater improvements project pursuant to KRS Chapter 278. 

Also enclosed are eleven (1 1) copies of the exhibits required, with the exception of the Plans 
and Specifications, which will be filed by Summit Engineering, Inc., the Engineers on the Project. 

If you need any additional information or documentation, please let us know. 

Sincerely, 

Rubin & Hays 

WRJ:jlm 
Enclosures 

cc: Mr. Grondall Patter, MWD 
Jody Hunt, P.E., Sumrnit Engineering 





In the matter of: 

COMMONWEALTH OF KENTIJCKY C P F Z S ?  JZ  
&%Pc.. ' ~ -^ 

APPLICATION OF THE MOUNTAIN WATER 
DISTRICT FOR A CERTIFICATE OF PIJBLIC 
CONVENIENCE AND NECESSITY TO CONSTRUCT 
A SEWER IMPROVEMENTS PROJECT AND TO 
ISSUE SECIJRITIES IN THE APPROXIMATE 
AMOIJNT OF $750,000 TO FINANCE A PORTION 
OF SAID PROJECT PURSUANT TO KRS 278.020, 
278.300 ANI) 807 KAR 5:OOl 

) 
) 
) Case No. 2009Qb5q \ 
) 
1 
) 
) 
) 

A P P L I C A T I O N  

The Mountain Water District (the "District"), by counsel, pursuant to KRS 278.020,278.300 

and 807 KAR 5:OO 1 ,  petitions the Commission for a certificate of public convenience and necessity 

to construct a sewer improvement project and to enter an order authorizing the District to issue 

certain securities in the approximate principal amount of $750,000 for the purpose of financing a 

portion of said Project. The fallowing information is filed in accordance with the Commission's 

regulations: 

1. The District's office address is 6332 Zebulon Highway, Route 119, Pikeville, 

Kentucky 41501. Its principal officers are listed in its 2008 Annual Report, which is on file with 

the Commission; 

2. The District is a non-profit water district organized under KRS Chapter 74 and has 

no separate articles of incorporation or by-laws; 

3. A description of the District's sewer system and its property stated at original cost 

by accounts is contained in its Annual Report, which is incorporated by reference pursuant to 807 



KAR 5:OO 1 Section ( S ) ( S ) .  All required normal financial schedules and other data are in the Annual 

Report; 

4. 

5. 

The sewer improvements project is described in Exhibit "A" attached hereto; 

The total project cost is approximately $750,000, as set forth in the Project Budget 

attached hereto as Exhibit "B"; 

6. 

7. 

8. 

The District has obtained all easements required for the Project; 

This service will not compete with any other utility in the area; 

Based on these facts, the District believes that it is ill the public interest that this 

certificate of public convenience and necessity be granted; 

9. 

IO.  

Copies of the certified bid tabulations are attached hereto as Exhibit "C"; 

The following information is provided in response to 807 KAR 5:OOl Section (8)(3); 

a. Articles of Incorporation - None, the District is a statutorily created water 

district under KRS Chapter 74; 

11. The following information is supplied to 807 KAR 5:OOl  Section (9)(2); 

a. Facts relied upon to show that the Project is in the public interest: See Exhibit 

"A" attached hereto. 

b. No new franchises are required. Copies of the permits are attached hereto as 

Exhibit "I)"; 

c. Diagrams of the proposed construction and construction specifications are 

contained in the Plans and Specifications on file with the Commission; 

d. 

are filed with this Application; 

Three (3) maps of suitable scale showing location of the proposed facilities 
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e. The construction costs will be funded by (i) a Kentucky Infrastructure 

Authority ("KIA") - American Recovery and Reinvestment Act Federally Assisted Wastewater 

Revolving Fund loan in the amount of $7SO,OOO - see KIA conditional commitment letter attached 

hereto as Exhibit "E"; 

f. The estimated cost of operation of the wastewater system after construction 

is completed is attached hereto as Exhibit "F"; 

12. The following information is provided as required by 807 KAR 5:001( 11); 

a. A general description ofthe property is contained in the 2008Annual Report; 

b. Financial information relating to the KIA Loan is contained in Exhibit "E"; 

c. All fbnds are to be used in accordance with the Project Budget; 

d. There is no property acquisition being made in connection with this Project; 

e. No proceeds of the KIA loan will be used to refund outstanding obligations; 

The detailed Income Statement and Balance Sheet for the twelve month period ending 13. 

on December 3 1,2008 are attached hereto as Exhibit "G". 

14. The following exhibits are provided pursuant to 807 KAR 5:001(11)(2); 

a. 

b. 

c. 

Financial Exhibit (see paragraph 15 below); 

There are no trust deeds or mortgages applicable; 

Maps and detailed plans are on file with the Commission. Estimated costs 

of property broken down by the LJniform System of Accounts is: (i) account number 1005-17 

Collection Sewers - $618,000; (ii) account number 101 1-1 7 Pumping Equipment - $132,000. 

15. The District hereby requests and moves for a deviation, pursuant to 807 KAR 5:001, 

Section 14, from the requirements of 807 KAR 5:001, Section 6, which requires that the financial 

3 



data filed with the Application be for a twelve (12) month period ending within ninety (90) days of 

the filing of the application. The District states that there has been no change that is material in 

nature in the financial condition or operation ofthe District since December 3 1,2008. The financial 

data filed with this Application is for the twelve (12) month period ending December 3 1,2008. This 

is the most recent published financial data available. The District’s computer system cannot 

generate the required financial data in a timely and efficient manner and requiring the District to 

generate such information may cause the District to lose their favorable construction bids thereby 

possibly increasing the cost of the Project. 

4 



WHEREFORE, the Applicant, Mountain Water District requests that the Public Service 

Commission of Kentucky take the following actions: 

1. 

2. 

Authorize the issuance of the securities requested in the application; 

Grant to the Applicant a Certificate of Public Convenience and Necessity permitting 

the Applicant to construct the sewer improvement project; 

3.  Grant the District a deviation, to the extent necessary, from 807 KAR 5:001, Section 

6 to allow the submission of the District's 2008 Annual Report in lieu of more recent financial data, 

there being no material change in the data since December 31, 2008 and due to the favorable 

construction bids and the time required to generate such information; 

4. Process this Application without a formal hearing in order to save time and expense. 

The District will promptly respond to any inquiries or information requests by the Commission's 

staff. 

Mountain Water District 

Rubin & Hays 

(502) 569-7525 

5 



COMMONWEAL,TH OF KENTUCKY ) 
) ss 

COUNTY OF PIKE 1 

The undersigned, Rhonda James, being duly sworn, deposes and states that she is the 
Chairperson of the Mountain Water District, Applicant; that she has read the foregoing Application 
and has noted the contents thereof; that the same is true of her own knowledge, except as to matters 
which are therein stated on information or belief, and as to those matters, she believes same to be 
true. 

IN TESTIMONY WHEREOF, witness the signature of the undersigned on this December 
L f i O 0 9 .  

Rhonda James,&hairperson 
Mountain Water District 

Subscribed and before me by Rhonda James, Chairperson of the Mountain Water 
District, on this 

My Commission expires 
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Shelby Valley Sanitary Sewer Project Phase III 
Section II, Collins 

Project Description: 

The Mountain Water District intends to extend sanitary sewer service to approximately 
50 customers in the Shelby Valley Area of Pike County, Kentucky. The project consists 
of the connection to the existing force main located along Collins Highway Rt. 122 and 
extending east approximately 1.4 miles along Rt. 122 toward the intersection of IJS. 460. 
The new sanitary sewer force main will be constructed in County Right of Way and 
Kentucky Department of Transportation Highway Right of Way. The project will consist 
of approximately 8,000 L.F. of 4 inch force main, 1,000 L.F. of 2 inch force main, 6,000 
L.F. of 1 % inch force main, and 50 residential grinder pumps. The sewer collected from 
this sanitary sewer extension will be transported by the existing Collins Lift Station to the 
Douglas Waste Water Treatment Plant located in Shelby Valley along U.S. 23. The 
project will provide sanitary sewer service to an area of the county with a high number of 
straight pipes and / or failing septic systems. 
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U S A R I W  EIJGINL-ER OlSTRlCl, LOIJISVILII. 
EAST ERN K E NTU C I( Y R E  G ULAT 0 R Y  0 I: 1'1 C: IJ 

045 Sassafras Cleelc Road 
Sassafras, Kenlucky 4 7759-0006 

June 20, 2008 

O p e r a t i o n s  Div i  s i  on 
R e g u l a t o r y  Eranch  (South)  
I D  N o .  LRL-2008-503-jl t  

Mayor Toni Akers  
P . O .  Box 3157 
P i k e v i l l e ,  KY 41501  

Dear Mayor A k e r s :  

T h i s  i s  i n  r e g a r d  t o  t h e  comment. request .  you s e n t  i n  a le t*ter  d a t e d  
A p r i l  2 ,  2008,  conce rn ing  a p roposa l  t o  bo re  f o u r  p i p e l i n e s  under  f o u r  
,st.reams f o r  t h e  pu rpose  of p rov id ing  mun ic ipa l  sewer s e r v i c e  t o  t h e  
r e s i d e n c e s  and  b u s i n e s s e s  of t h e  Lower Shelby  Val ley a r e a s  i n  P i k e  
County,  Kentucky.  

I t  d o e s  n o t  appear t h a t  a Department of t h e  Army permi t  w i l l  be 
needed s i n c e  t h e  pro jec t .  a s  proposed r e f e r e n c e d  above does n o t  impact  
any  " w a t e r s  of  the United S t a t e s  ( U . S . ) " .  "Waters of t h e  U.S." i n c l u d e  
a l l  w a t e r s  which a r e  c u r r e n t l y  used, were u s e d  i n  t h e  p a s t ,  o r  may be 
s u s c e p t i b l e  t o  u s e  i n  i n t e r s t a t e  o r  f o r e i g n  commerce and t h e i r  
t r i b u t a r i e s .  

I f  t h e  p r o j e c t  would n e c e s s i t a t e  t h e  d i s c h a r g e  of  dredged o r  f i l l  
m a t e r i a l  i n t o  " w a t e r s  of t h e  U . S . , "  i n c l u d i n g  wet lands,  p l a n s  s h o u l d  be 
s u b m i t t e d  f o r  o u r  review and approval  p r i o r  t o  t h e  d i scha rge .  

Our comments on t h i s  p r o j e c t  a r e  l i m i t e d  t o  only  t h o s e  e f f e c t s  
which may f a l l  w i t h i n  our  a r e a  of j u r i s d i c t i o n  and t h u s  does n o t  o b v i a t e  
t h e  need t o  o b t a i n  o t h e r  permi ts  from s t a t e  o r  l o c a l  agenc ie s .  Lack of 
comments on o t h e r  environmental  a s p e c t s  shou ld  not  be c o n s t r u e d  a s  
e i t h e r  c o n c u r r e n c e  o r  nonconcurrence w i t h  s t a t e d  environmental  e f f e c t s .  



I f  we can be  of any f u r t h e r  a s s i s t , a n c e ,  p l e a s e  c o n t a c t  u s  by 
w r i t i n g  t o  t h e  above a d d r e s s  O K  c a l l  Mr. J i m  Thomas at, (606)642-3053. 
Any correspondence on t h i s  m a t t e r  shou ld  r e f e r  t o  o u r  I D  Number LRL- 
2008-503- j l t .  

S i n c e r e l y ,  

J i m  Thomas # 

P r o j e c t  Manages 
E a s t e r n  Kent.ucky Regu la to ry  O f f i c e  

Copy f u r n i s h e d :  

M r  . Jody Hunt 
131 Summit Drive,  S u i t e  201  
P i k e v i l l e ,  KY 4 1 5 0 1  
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FUND 

Dear Ms, James: 



9. She Authority !oat2 funds mist be expended within six months of the offkal  
date of initiation of operation, 







cc: Michaei R. s 
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Current Year-to-Date 

Revenue 
Operating Revenue 

Total Revenue 

Operating Expensos 
Transmission & Distribution Expense 
General 8 Administrative 

Total Operating Expenses 

Depreciation Expense 
General Tax Expense 
(Gains) losses on Dispositions 

Utility Operating Expense 

Utility Operating Income (Loss) 

Other lncomc ie Deductions: 
Interest Income 
Interest Expense 

Total Other Income & Deductions 

Net Income (Loss) far Period 

0 25 
779,579 ___ 7,535,644 

779,579 7,535,668 

6za.460 2.880,320 
1,695 1.695 
(940) (29,364) 

1,408,794 10,394,319 

(720,096) (1,651,484) 

564 14,652 
210,061 (555.232) 

21 0.625 (540,580 1 

$ ($09.471) S (2,192,064) 
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MWD PAGE 04/09 12/14/2009 11: 20 16866313087 

MQUNTAIN WATER DISTRICT 
BALANCE SHEET 

As of December 31,2008 and 2007 

ASSETS 

Current Assets 

CASH 1N BANK 

ACCOUNTS RECEIVABLE 
PREPAID EKPENSES 
OTHER CURRENT ASSETS 

CASH IN BANK - RESTRtCTEa 

Total Current Asset% 

Other Assets 

PLANT IN SEKVGk 
CONSTRUCTION IN PROGRESS 

TOTAL PLANT IN SERVICE 

LESS: 
ACCUMULATED DEPRECIATION 

Total Other Assets 

Total Assets 

Year-to-Date as of 
m m b e r  31, 200.8 

s 670,282 
682,674 
723,635 

0 
625 

2,017,217 

112,493.456 

9,429,822 
121,923,276 

(27.850.534) 
04,072,742 

8 96,089,969 

Comparative as of 
Decernber31.2007 

$ 186.991 
961 507  
97 1,772 
304.722 

825 

2,425,616 

90.1 I I 3 7 0  
-.____ 24,412,446 

114.523.81 6 

1 
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. .  I 

M OU NTAlN WATER DISTRICT 
BALANCE SHEET 

As of December 31,2008 and 2007 

LIABILITIES & EQUITY 

Gumnt Liabilities: 
ACCOUNTS PAYABLk 
CURRENT PORTION DUE - NOTES PAYABLE 
CUSTOMER DEPOSITS 
ACCRUED PAYROLL & RELATED EXPENSES 
ACCRUED INTEREST - LONG TERM DEBT 
OTHER CURRENT LIABILITIES 

Total Current Llablllties 

Long-Term Llablllties: 
NOTES PAYABLE 
NOTES PAYABLE - KENTUCKY INFRASTRI.IGT1 IRF AIJTHORIN 
BONDS PAYABLE -RURAL DEVELOPMENT 
LESS: CURRENT PORTION DUE 

Total Luii#-TWi!l Li8bititieS 

Eqiilty & Contributions in Aid OF Construdlon: 
RETAINED EARNINGS (DEFICIT) 
CURRENT YEAR NET INCOME (LOSS) 
ADVANCES FOR CONSTRUCTION 
CONTRIBUTIONS IN AID OF CONSTRUCTION 
TAP-0 N-FE ES 

Total EquSty S Contributions 

Total Equity & LiabilHies 

Year-lo-Date as of 
December 31,200.e 

646,438 

521,549 
293,069 

51 1 
9,755 
26,746 

1 ,I 37,008 

10,534,476 
(521,549) 

15,636,361 

4,488,526 

(1 8,527,106) 
(2.1 92,064) 
7 0,083,450 
84,619.766 
5,166,483- 

78,150,528 

s 96,089,959 

Comparative as of 
December 31,2007 

182,673 
2,299,343 
31 0,854 

32 
282,956 

18.734 --- 
- 3,~02 ,5~a  

803,958 
4,859,226 

11,060,500 
(2.299.343) 
14,434,317 

(1 6,890,444) 
(1,636,662) 
23,384,055 
64,492,825 
4.985.204 
74334,078 

$ 91,861,917 
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MOUNTAIN WATER DISTRICT 
Supporting Balance Sheet Schedule 
As of December 31,2008 and 2007 

ASSETS: 

Year-to-Date as of Comparative as of 
December 31,2008 December 31,2007 

Cash Reserve- Restricted: 
88 & T - DEPRECIATION RESERVE 
CTB - SHELBY COAL DEVELOPMENT 

CTB - JOHNS CREEK WATER PROJ. 

CTB - CUSTOMER DEPOSIT ESCROW 

BE & T - Sinking Fund 

BB&T - Special Projects 

CTB - FEMA Receivables 
CTB - 0 & M RESERVES 
Cornrnunlty Trust Bank - Misc Liric Exlbilsioil 
CTB - PHELPS SEWER PROJECT 
CTB - MALL CHARGE ESCROW 
CTB - R & M RESERVE 
CTB - Shelby Sewer Project 
CTB - Phalps Water Line Extension 
CTB - Cowpen Sewer Project 
Phelps Sewer Tap Fees 

CTB - PhelpslBuskirk WW RD 
CTR - PI ICLPS GOLD GRANT 

Total Cash Reserves Restricted 

Operating Cash: 
CTB - DIST. WIDE TAP FEES 
Petty Cash 
CTB - Operating Account 

CTB - Dist Wide WW Tap Fees 

Penny Rd Water and Sewer 

US BANK - PAYROLL ACCOUNT 

BIG CREEK SEWER-COAL SETTLEMENT 

Total Operating Cash 

Accounts Receivable: 
RECEIVABLE - WATER SALES 
RECEIVABLE - RETURNED CHECKS 
RECEIVABLE - OTHER FEES, ETC.. 
AIR - CIP - SEWER 
AIR - US RENTALS 
RECEIVABLE - SEWER REVENUE 
PROVISION FOR UNCOLLECTlBLES 

Total Accounts Receivable 

'1,794 $ 

34.491 
796 

3,224 
3,916 

3.5R,QR7 
36,535 

1 87 
74,421 
41,056 
54,332 

0 
73,969 

(30) 
1,860 

0 
129 

7,904 
21,475 

796 
8.693 
(2,173) 

371.558 
115,519 

204 
276,218 
41,056 
44,768 

i r  
73.425 

1.860 
20 

129 

(30) 

43,663 E5,187 
320 320 

261,893 06,234 
76,207 8,51 'I 
10,340 6,740 

232,991 0 
44,868 0 

$ 610,262 $ 786,992 

704,187 694,553 
1,904 2,108 
5,079 44,023 

0 1 19.61 7 
0 80,248 

72,465 83,223 
(60,0001 (52,000) 

$ 723,635 $ 971,772 

Clearing Accounts: 
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- _ _  

MOUNTAIN WATER DISTRICT 
Supporting Balance Sheet Schedule 
As of December 31,2008 and 2007 

Prepaid Expenses; 
PREPAID MGT. FEES 

Total Prepald Expenses 

OTHER DEFERRED DEBTS 
Other Current Assets: 

Total Other Current Assets 

0 304 722 

8 0 %  304,722 

I_- ----L- 

625 625 

8 625 $ 625 

6 



12/14/2009 11: 20 16066313087 MWD PAGE 08/09 

MOUNTAIN WATER D I STRl CT 
Supporting Balance Sheet Schedule 
As of December 31,2008 and 2007 

LIABILITIES: 

Year-to-Date as of 
December 31,2008 

Bonds Payable: 
RE) Band 91-33 
RD Bond - Shelby Sewer Prajecf 
RD BOND 91 -23 RACCOONIPC 
RD BOND 91-16 ELKHORN CRCCK 
RD BOND 91-14 INDIAN CREEK 
RD BOON 91-12 SHELBY WATER 
KU Bond - 91-01 Phalps Sewer 
RD BOND 91-01 GRAPEVINE 
RD BOND 91.32 AMR PROJECT 
RD BOND 91-06 DORTON 
RD BOND 91-24 RUSSELL FK WTP 

$ 1.615.476 
716,000 

2,248,000 
~ , i  m,ooo 
527,000 
282,000 
407,000 
345,000 

1,308,000 
1,134,000 

-_._._ 742,000 

Total Bonds Payable B 10,534,476 

Long-Term Debt: 
KIA LOAN B90-I I MTN TOP BAKING 
KIA LOAN 8291-07 MULTI AREA 
KIA LOAN 8291-01 INDIAN CREEK 
KIA LOAN F01-07 WATER PLANT 
KIA LOAN A03-06 SO WMSN I l l  
N/P CTB CONS ($8393.78) 
NIP CTB NEW ($9.547.1 6 )  
COMM TRUST INST - VEH #96 60M 
COMM TRUST INST - VEH 897 60M 
CTB LOC - COAL SEV 2005 
COMM TRUST 60100463101/3 #99 
CT0-2006 F-250 WI101 
CTB - 2000 FORD RANGER V#104 
CTB - 2006 FORD RANGER V# 105 
CTB - 2006 POKU KANGtK Vb 708 
CTB - 2006 FORD F250 V# 106 
CTB - 2006 FORD F250 Vf: 107 
CTB - 2006 FORD F250 V# 11 1 
2008 Colorado # i d  2 
Unit #113 
2008 Nissan #116 
set up new note 2007 
2007 new note 
CTB CONSOLIDATION LN 60 M 4.25% 
GMAC 60M 0% VEH. 91 
New Loan Citiziten Bank V # 1 18,119 & 120 
CTB-LN OF COMMITTMENT - FEMA REG 
COMM TRUST - 60M - VEH #92 

COMM TRUST LN - VEW #94 
CnMM TRIIST ROM - VEH #93 

LEASE PAYABLE KOMATZU 
CASE CREDIT 6OM S.S%/BH It1 1 

7 

36,353 
3,131,708 

205,gei 
963,847 
150,643 
378,525 
505.120 

4,405 
4,653 

0 
3,216 
16,072 
3,934 
3,047 
4,414 

18,650 
18,649 
21,421 
6,056 
6,957 

19,204 
15,737 
49.900 

0 
0 

42.672 
0 

588 
0 

3,693 
0 

7.760 

Comparative as of 
December 31,2007 

1,650,000 
732,500 

221 7,000 
1,764,000 

551,000 
31 5.000 
4 17,000 
368.000 

1,537,000 
1 193,000 

766.000 

!3 11,060,500 

53,233 
3,376,775 

221.961 
1.043,604 

163,572 
0 
0 

8,933 
8,715 

299,462 
8,274 

zz.3tis 
10,370 
7,985 

1 1,568 
24,638 
24,638 
28,302 
11,028 
I 1,028 
23,608 
19,090 
62.71 8 
22.540 

2,602 
0 

39,502 
4.476 
6,759 
9.412 
2,127 
17.279 
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MOUNTAIN WATER DISTRICT 
Supporting Balance Sheet Schedule 
As of December 31,2008 and 2007 

CTB LOC - FLOOD DAMAGE 2004 0 107,375 
COMM TRlJST INSTALLMENT - VEH. #95 4,337 8,875 

Total Long-Term Debt 6 5,626,435 $ 5,663,184 

Employee Related Payables: 
FICA TAXES WITHHELD 
KY INCOME TAX WITHHELD 

Total Employee Related Payables 8 511 f 32 

Other Current Llabllltles: 
TAXES COLLECTED ON CUST. BILLS 28,746 16,734 

Total Otner Current Liabilities $ 28,740 9; 76,734 

Contributions In Aid of Construction; 
CON 1 KlBUTlONS - GOVT GRANTS 
CONTRIBUTIONS IN AID - SEWER 
CONTRIBUTIONS - OTHER AID 
CONTRIBUTION IN AID - SEWER 

56,783,499 51,410,403 
18,771,684 4,573,141 

924,594 369,292 
8,139,989 8.139.9e9 

Total Contributions in Aid of Construction $ 84,619,766 t 64,492,825 

8 


