
This con.tract for the sale and purchase of water i.s entered 

into as of the 2 - - day of __ -6 , 1981, between the 

Ci.ty of Clay City, Kentucky, Pdst Office Box 428, Clay City, 

Kentucky 40312, hereinafter referred to as the "Seller" and the 

Powell ’ s Valley Water Di.stri.ct-, Post Office Box 500, Clay Ci.ty, 

Kentucky 4.0312, hereinafter referred to as the "Purchaser," 

W I T N E S S E ‘I‘ H : 

Whereas, the Purchaser is organized and 

the provisions of Chapter 74. of the Kentucky 

established under 

Revised Statutes, .for 

the purpose of constructing and operating a water supply distribu- 

tion system serving water user:.; within the area described in plans 

now on file i.n the office of the Purchaser and to accomplish this 
A 

purpose, the Purchaser will require a supply of treated water, and 

Whereas, the Seller owns al:d operates a water supply di.s- 

tribution system with a capacity at the cl.ose of the 1981 con- 

struction project of serving the present customers of the Seller's 

system and the estimated number of water users to be served by the 

sai.d Purchaser as shown i.rl the pI.ans of the system now on file in 

the office of the Purchaser, and 

Whereas, by Resolution Number enacted on the 

day of 
Y-- 

UALL. > 19s\ I by the Seller, the sale of water to -- 

the Purchaier in accordance with the provisions of the said 

Resolution was approved, and the execution of this contract 
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carrying 'out the said Resolution by the Mayor and attested by 

the Secretary, was duly author i.zct.d , and 

Wherca.s, by Resolution of the Board of Commissioners of 

the Purchaser, enacted on the 2 -,day of 'ye 19 F/ , .-.-. - 

the purchase of water from the Seller in accordance with the 

terms set forth in the said Resolution was approved, alld the 

execution of this contract by tile Chairman, and attested by the 

Secretary and duly authorized; 

Now, therefore, in consideration of the foregoing and the 

mutual agreements hereinafter si:!t forth, 

A. The Seller Agrees: _-- 

1. ,(Quality and Quantity) To furnish the Purchaser at the 

point of delivery hereinafter specified, during the term of this 

contract or any renewal or extension thereof, potable treated 

water meeting appl:icable purity :; tandards of the Kentucky Depart- 
- 

merit of Na,tura.i Resources and !i:1-lvi.rorllnelltal Protection, Division 

of Water in such quantity ;.LS may be required by the Purchaser not 

to exceed 4.5 million gallons per month or 180,000 gallons per 

day, but in 'case of an emergency due to fire or line breakage, 

Purchaser may take more tha.n 100,000 gallons per day but shall 

notify Seller of the problem so that appropriate arrangements 

can be made. 

2. (Point of Delivery) That water will be furnished at a 

reasonable constant pressure calculated at 50 PSI from an existing 

r7i.x inch main supply at a point located on the north side of 

Kentucky 15, approximately 17130 feet west of the Seller's water 

treatment plant. If a greater pressure than that normally avail- 

F-- able at the point of delivery is recLui,red by tbc Purchaser, the 

cost of providing such greater pressure shall be borne by the 
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Purchaser. Emergency failures of pressure or supply due to main 

r supply line breaks, power failure, f:lood, fire and use of water 

to fight fire, earthquake or other catastrophe shall excuse the 

Seller from this provision for such reasonable period of time 

as may be necessary to restore service. 

P 

3. (Metering Equipment) To furnish, install, operate, 

and maintain at its own expense at point of delivery, tshe necessary 

metering equipment, including a meter house or pit , and required 

devices of standard type for properly measuring the quantity of 

water delivered to the Purchaser and to calibrate such metering 

equipment whenever reques ted by the Purchaser but not more 

frequently than once every twelve (12) months. A meter registering 

not more than two percent (2X>) abovcl or below the test result 

shall be deemed to be accur~~te, The previous readings of any 

meter disclosed by test to be ina.ccurate sizaI.1 be corrected for 

the six months previous to such t.est in accorda,nce with the per- 

centage of inaccuracy found by such tests. If any meter fai1.s 

to register for any period, the amount of water furnished during 

such period shall be deemed to be the amount of water delivered 

in the corresponding period immediately prior to the failure, unless 

Seller and Purchaser shall agree upon a different amount. The 

metering equipment shall be read OTI the 20th of each month. An 

appropriate official of the Purcllaser at all reasonable times 

shall have access to the meter for 

readings. 

the pilrpose of ver ifying its 
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f” 4, (Uilling Procedure) To furnish the Purchaser at the 

above address not later than the fifth day of each month, with 

an itemi.zed statement of the amount of water furnished the 

Purchaser during the preceding month. 

E. The Purchaser Agrees: - - - 

1. (Rates and Payment Date) To pay the Seller, not later 

than the fifteenth (15,th) day of each month for water delivered 

in accordance with the following schedule of rates: 

a. For service rendered from the date of this contract 

until the City connects with the City of Station: 

1. $660 for the first l,OOO,OOO gallons, which amount 

shall. also be the. minimum rate per month. 

2. 66 cents per 1,000 gallons for all water in excess 

of l,OOO,OOO gallons per month. 

b. From the time the Cit;y connects with the City of Stanton 

until January I.., 1982: 

1. . $1,440 for the f' lrst 2,000,OOO gallons, which amount 

shall also be the minimum rate per month. 

2. 72 cents per 1,000 gallons for all water in excess 

of 2,000,OOO gallons per month. 

C. Effective January 1, 198% which shall remain the rates 

in effect under the terms of this contract unless modified under 

paragraph C-3, except that no modification regarding rates is 

permitted before December 31, 1952: 



1. $1,960 for the first Z,OOO,OOO gallons, which 

amount shall also be the m:inimum rate per month. 

2. 98 cents per 1,000 gallons for all water in 

excess of 2,000,OOO gallons per month. 

C. It is further mutually agreed between the Seller and the --- I_-- 

Purchaser as follows: 

1. (Term of ContracE) That this contract shall extend 

for a term of forty (40) years from the date of the contract 

and thereafter may be renewed or extended for such term, or 

terms, as may be agreed upon by the Seller and Purchaser. 

2. (Failure to Deliver) 'l'hat the Seller will, at all 

times, operate and maintain its system in an efficient manner 

and will take such action as may be necessary to furnish the 

P Purchaser with quantities of water required by the Purchaser. 

Temporary or partial failures to deliver water shall be remedied 

with all possible dispatch. In the event of an extended shortage 

of water, or the supply of water available to the Seller is 

otherwise diminished over an extended period of time, the supply 

of water to Purchaser's consumers shall be reduced or diminished 

in the same ratio or proportion as the supplxy to Seller's con- 

sumers is reduced or diminished. In the case of a problem in 

the supply of water, Seller shall have someone on call at all 

times and shall inform Purchaser of who is to be on call and where 

he can be located and agents of Purchaser shall have access to 

the treatment plant through agents of the Seller in .order to 

determine the source of the problem and to be available to assist 

P Sell.er at Seller's request in remedying the problems. 
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3. (Modification of Contract) 'That the provisions of this 

Purchaser for water delivered are subject to modification at the 

end of every year. Any increase or decrease in rates shall he 

based on a demonstrable increase or decrease in the costs 

associated with providing service to Purchaser including the cost 

of treatment and transmission of water, bu,t such costs shall not 

include increased capitalization of the Seller's system. Seller 

shall keep records adequate to determine the cost of freatm2nt 

and other operat ion and maLli LcInaric e : 7. t- rs cost directly related to t l-i e 

production and transmission of water, If Seller intends to in- 

crease ra,tes it shall notify Purchaser at least ninety (90) days 

prior to the effective date and shall supply supporting data. 

Purchaser shall have thirty (30) days from the receipt of the notice 

/h and slupporting data to accept or- to protest. If a protest cannot be 

negotiated, it shall 'be submitted to arbitration by an arbitrator 

chosen by eacl; and a third chosen by the two arbitrators . The ca5c 

of arbitration shall be borne jointly 'by the parties. If arbitra- 

tion is not concluded by the effective date of the proposed rat‘.2 

increase, then Purchaser shall pay the amount of the requested in- 

crease not to exceed ten (10) percent above existing rates into 

an escrow account subject to the final decision of the arbitrators. 

Any increase in excess of ten percent shall not be effective until 

the final decision of the arbitrators, however, shall be retroactive 

from the effective date of the increase. In no instance shall the 

rate charged to Purchaser exceed the rate charged to-, any other 

customer by Seller. In any such instance, Purchaser 's rate shall 
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be a.djusted to the lowest rate charged to any purchaser. The 

the IJnited States of America acti.ng through the Farmers Home Ad- 

ministration as bond holder. 

4. (Regulatory Agencies ) 'I‘hat this contract is subject 

to such rules, regulations, or laws as may be applicable to 

simi.lar agreements in this State and the Seller and Purchaser 

will. collaborate in obtaining such permits, certificates, or the 

like, as may be required to comply therewith. 

5. (Miscellaneous) That the construction of the water system 

improvement project by tile Purchaser is being financed by a loan 

made or insured by, and/or a grant from, the United States of 

America, acting through the Farmers Home Administration of the 

United Sta,tes Department of Agricul.ture, and the provisions 

/I hereof per t:ai.ning to the u.nde::taki.ngs of the Purchaser' are con- 

ditioned upon the approval, i-11 writ-j.ng, of the state Director 

of the Farmers Home Adlrlirlistratior~. 

6. (Successor to the Purchaser) That in the event of 

any occurrence rendering the Purchaser incapable of performing 

under this contract, any successor of the Purchaser, whether the 

result of legal process, assignment, or otherwise, shall succeed 

to the rights of the Purchaser hereunder. 

7. Farmers Home Administra,tion (FmHA) assistance in the 

amount of $250,000 grant and a $108,X25 loan amortized over 40 

years at 5 percent interest, was advanced to the City of Clay 

City in behalf of the Powell's Valley Water District for water 

system improvements. The grant was advanced for the purpose 
F- 



of reduci.n.g u:jer costs for farmers , rural residents , and 0 ther 
P 

rural users with a residential.-Wsi.::c water connection. Present 

and future water rates of the Purchaser must be calculated in 

a manner to pass the reduced debt service requirement of this 

capital, improvement as a result of the FmHA grant to the above 

intended users. 

8. (Piedge) This contract is hereby pledged to the United 

as part of the security for a loan from the United States of 

America. 

D. Tt is,understood by the parties that careful inspection 

during the construction of the new line to Stanton and of the 

plant is of utmost importance. Scll.er agrees to permit agents 

e of Purchaser to observe that construction, and to be available 

to seriously cons i.cl.er any III-ob3,ems ituring construction that 

Purchaser may discover. 

Tn witness whereof, the pnrt'ies llereto , acting under 

authori.ty of their respective governing bodies, have caused this 

contract to be duIy executed j_n two counterparts, each of which 

shall constitute and original. 

Seller : City of Clay City, Kentucky 

---- 
(#&&QJ 

By Cecil Davis -_ _---- -- .- 

T i. t I. e Mayor ,.___. ._--- --- 
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Attest: , 

Yowel:L ’ s Valley Water District 

Title Chairman _I-- -___ 

Attest: 

This contract is approved on behalf of the Farmers Home 
ZZL 

Administration this 2 - da.17 of 



w,tCr constrction. !L!ie monoy must be wed for the w,kx dept. CcB of kMx!l the txucka 
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