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LINDSEY W. INGRAM, JR.
859-231-3033
lindsey.ingram@skp.com

May 20, 2005

VIA HAND DELIVERY
WAy ¢ a2 (5

Beth O’Donnell, Esq. PUBL
Executive Director RO
Public Service Commission
211 Sower Boulevard ,fs&g N S o
Frankfort, Kentucky 40601 UG v L0000 ZO0k

RE: Kentucky-American Water Company - Owenton
Dear Ms. O’Donnell:

Enclosed you will find the original and ten (10) copies of the Joint Verified Application
of Kentucky-American Water Company and Owenton, Kentucky, seeking the Public Service
Commission’s approval of the transfer of ownership and control of the assets owned by
Owenton, Kentucky, for the provision of water and wastewater services (subject to a few
exceptions as described in the Asset Purchase Agreement attached to the Verified Application).

In anticipation of this transaction, we wrote the Commission on February 9, 2004
soliciting an opinion from the Commission as to whether the transaction needs Commission
approval. We received a timely response from the then Executive Director advising that an
interpretation of applicable law by the Commission’s staff concluded that Commission approval
was not required for the transaction. However, as pointed out in the response, that interpretation
was not binding upon the Commission and we have therefore elected to file the enclosed
Application. Copies of our request dated February 9, 2004 and the response thereto dated March
3, 2004 are enclosed with this letter.

If the Commission’s interpretation of the relevant law is the same as represented in the
letter of March 3, 2004, I assume an Order dismissing the Application would be in order. If the
matter is to be docketed and considered by the Commission, please relay our request to handle
the matter as expeditiously as possible.
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Ms. Beth O’Donnell
May 20, 2005
Page 2

Thanking you in advance for your attention, I am

Very truly yours,

STOLL, KEENON & PARK, LLP

By »/~ -Mﬂ« Ww

Lindsey Irfgram, Jr.

/sl
Enc.
ce: Freda C. Prather

David E. Spenard
X:\BUS BNK & CORP\KAW 01031 1\Owenton - 116273\0'Donnell Ltr 05-20-05.doc



STOLL KEENONI&!PAR'K LLP

300 WEST VINE STREET ’ SUITE 2100 I LEXINGTON, KENTUCKY 40507-1801

(859) 231-3000 PHONE (B859) 253-1093 FAX 1 WWW SKP. COM

LINDSEY INGRAM, JR.
859-231-3033
ingramjr@skp.com

February 9, 2004

MAY 2 ¢ 2005

Mr. Thomas Dorman
Executive Director PUBLIC SERy|
Public Service Commission COMMIZSION
211 Sower Boulevard

Frankfort, Kentucky 40601

RE: Kentucky-American Water Company
Dear Tom:

The purpose of this letter is to request an opinion from the staff of the Public Service
Commission.

If a municipality in the Commonwealth of Kentucky contracts to sell assets owned by it
and used to provide a service that would be regulated if supplied by an investor owned entity to a
Commission regulated entity, is it necessary to seek Commission approval for the change of
control of the ownership of the assets from the municipality to a commission regulated entity?

Secondly, can the regulated utility, after acquiring ownership of the assets, change the
rates utilized by the municipality by filing an appropriate initial tariff with sufficient cost-of-
service justification without a formal application to change rates. This question assumes that
neither the municipalities’ nor the acquirer’s rates are appropriate.

The Commission has encouraged Kentucky-American Water Company to assist with the
provision of regulated services where providers may be unable, for multiple reasons, to meet
acceptable standards. Kentucky-American Water Company is willing to continue these efforts
and answers to the above posed questions are important to that effort.
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Mr. Thomas Dorman
February 9, 2004
Page 2
With best personal regards, 1 am

Very truly yours,

STOLL, KEENON & PARK, LLP

By //W.’//{/f’ 47{//’41"1 VL ) i

/ Lind{/ey ]ngrzgn, i !

/sl
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Ernie Fletcher LaJuana S. Wilcher
Governor Secretary
Commonwealth of Kentucky

Environmental and Public Protection Cabinet
Public Service Commission
211 Sower Blvd,
PO Box 615
Frankfort, Kentucky 40602-0615
Telephone: (502) 564-3940
Fax: (502) 564-3460

March 3, 2004

Hon. Lindsey Ingram, Jr.
Stoll Keenon & Park LLP
300 W. Vine St., Ste. 2100
Lexington, KY 40507-1801

Re: Kentucky-American Water Company
Dear Mr. Ingram,

You have requested an opinion from Commission Staff regarding two issues:
whether a regulated utility must receive Commission approval for purchase of the
assets of a municipal water utility, and whether a regulated utility, after acquiring the
assets mentioned above, can change the rates filed by the municipal utility by filing an
initial tariff sheet with cost-of-service justification without a formal application to change
rates.

A regulated utility is not required to receive Commission approval for the
purchase of the assets of a municipal utility. KRS 278.020(4) & (5), which govern the
transfer of assets of regulated utilities, require the acquirer of the assets tc receive
Commission approval before acquiring the assets of the regulated utility.
KRS 278.010(3) exempts municipal utilities from Commission jurisdiction. Therefore,
KRS 278.020(4) & (5) do not apply to the acquisition of a municipal utility.

Municipal utilities are only required to have on file the tariff rates for wholesale
water sales to regulated utilities. Municipal utilities have no tariff on file to address other
rates and, thus, have no tariffed rates to change. Therefore, in order to charge for water
service of the newly-acquired municipal assets, the acquiring jurisdictional utility may
take one of three actions: (1) adopt the rates currently being charged by the municipal
utility; (2) charge the rates it is currently charging its own customers; or (3) file an initial
tariff sheet with supporting documentation regarding projected cost-of-service.

EQUAL OPPORTUNITY WF/D



Hori. Lindsey Ingram, Jr.
March 3, 2004
Page 2

This letter represents Commission Staff's interpretation of the law as applied to
the facts presented. This opinion is advisory in nature and not binding on the
Commission should the issues herein be formally presented for Commission resolution.
If you have any question, please contact J.E.B. Pinney at (502) 564-3940, extension
427.

Sincerely,

Thomas M. Dorman
Executive Director

EQUAL OPPORTUNITY MIF/D



COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION

IN THE MATTER OF:

THE VERIFIED JOINT APPLICATION OF
THE CITY OF OWENTON

AND KENTUCKY-AMERICAN WATER
COMPANY FOR APPROVAL OF THE
TRANSFER OF THE OWNERSHIP OF
WATER AND WASTEWATER-RELATED
ASSETS OF THE CITY OF OWENTON
TO KENTUCKY- AMERICAN

WATER COMPANY

NO. 2005 -co0e

A N A T S N S N e

VERIFIED JOINT APPLICATION FOR APPROVAL OF
THE TRANSFER OF THE OWNERSHIP OF CERTAIN
WATER AND WASTEWATER-RELATED ASSETS
OF THE CITY OF OWENTON

Come the City of Owenton (“Owenton”) and Kentucky-American Water Company
(“Kentucky American Water”) and seek approval of a transfer of the ownership of assets,
as set forth in the Asset Purchase Agreement attached hereto as Exhibit I, and state as
follows:

1. Joint Applicant, Kentucky American Water, is a corporation organized and
existing under the laws of the Commonwealth of Kentucky with its principal office and place
of business in Lexington, Fayette County, Kentucky. Itis engaged in the distribution and
sale of water in its Central Division, consisting of Bourbon, Clark, Fayette, Harrison,
Jessamine, Scott and Woodford Counties and its Northern Division consisting of Gallatin,
Grant and Owen Counties. The post office address of Kentucky American Water is 2300

Richmond Road, Lexington, Kentucky 40502.



2. Joint Applicant, Owenton, is a city of the fifth class, providing water and
wastewater services within and without the city limits. Its address is 220 South Main
Street, Owenton, Kentucky 40359.

3. A certified copy of Kentucky American Water's Articles of Incorporation and
Amendments thereto were filed with this Commission as Filing Exhibit 4 in Case No. 95-
554, Notice of the Adjustments of the Rates of Kentucky-American Water Company
Effective on and after February 29, 1996, and incorporated herein by reference as
authorized by 807 KAR 5:001, Section 10(1)(6)(3).

4. Pursuant to KRS 278.020(5), Owenton and Kentucky American Water jointly
petition the Public Service Commission of Kentucky ("Commission") for the approval of the
Asset Purchase Agreement and further petition the Commission upon approval of the
Asset Purchase Agreement to permit the water and wastewater systems to continue to be
operated under the rates, classifications and regulations of Owenton as they exist at the
time of the Closing Date as set forth in the Asset Purchase Agreement.

5. . Joint Applicants, Owenton and Kentucky American Water, seek to
consummate the purchase by Kentucky American Water of Owenton’s assets under the
terms set forth in the Asset Purchase Agreement. The proposed purchase includes all of
Owenton’s tangible assets and real property interests devoted to the provision of water and
wastewater service except for the limited exclusions identified in the Asset Purchase
Agreement. A detailed itemization of these assets is found in Exhibits 1, 2 and 3 of the
Asset Purchase Agreement.

6. The Commission has encouraged Kentucky American Water to become a

regional supplier of water. It said in Case 92-83: "The Commission commends Kentucky-
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American for pursuing the goal of serving as a regional water supplier.” (Order dated
October 1, 1985, p. 14). It said in Case 89-348: "The Commission has and will continue to
encourage Kentucky-American to become a regional supplier of water for the very reasons
stated above." (Order dated June 28, 1990, p. 24). It also said in Case 2004-103: “We
continue to encourage larger water suppliers to expand their facilities and absorb smaller
water systems that are incapable of meeting the rising costs of providing safe and quality
water service.” (Order dated February 28, 2005, p. 9). For the reasons of (1) compliance
with safe drinking water legislation and other regulation compliance, (2) economies of
scale, and (3) inadequacies of sources of supply, Kentucky American Water began to
negotiate to acquire the water-related assets of Owenton. The $2,595,000 purchase price
for the assets described in the Asset Purchase Agreement is an equitable price mutually
agreed to by Kentucky American Water and Owenton. The price was calculated to reflect
not only the value of the assets being purchased, but also the economic benefits to be
gained by Owenton and Kentucky American Water customers through the transaction.

7. From and after the closing, Kentucky American Water will assume
responsibility for the operation of the Owenton’s water and wastewater systems and will
provide service to existing Owenton customers and future customers in that geographical
area. Kentucky American Water will make improvements over time in the Owenton water
and wastewater systems to ensure that the existing and future customers in that
geographical area are provided with the same quality of service as is currently being
provided to Kentucky American Water customers.

8. The use of Owenton’s rates as they exist at the Closing Date means that,
subject to the temporal limitations in the Asset Purchase Agreement, the rates for
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Owenton’s customers will remain the same as they are on the Closing Date until Kentucky
American Water’s next rate case.

9. Kentucky American Water has the financial, technical, and managerial
abilities to skillfully and efficiently operate Owenton’s water and wastewater systems.
Kentucky American Water will hire the Owenton employees listed in Exhibit 5 of the Asset
Purchase Agreement, thus ensuring a smooth transaction following the transfer. By
employing these personnel, Kentucky American Water can take advantage of economies
of scale and not increase its work force as a result of this acquisition. Accordingly, the
Owenton water customers will have the benefit of the combined resources of Owenton and
Kentucky American Water personnel. This benefit will significantly reduce the expenses of
operating the Owenton water and wastewater systems. This reduction in expenses will
allow Kentucky American Water to invest in facilities to serve the area currently served by
Owenton with no material financial impact to Kentucky American Water's existing
customers.

10.  Kentucky American Water’s current customers will benefit from the proposed
purchase because of the addition of approximately 1,100 water customers without the
addition of any significant costs which would otherwise not be incurred.

11.  This Joint Application is made in accordance with the law, for a proper
purpose, and is consistent with public interest.

WHEREFORE, Joint Applicants, City of Owenton and Kentucky-American Water
Company, pursuant to KRS 278.020(4) and (5), ask that the Public Service Commission of
Kentucky enter an order (1) authorizing the transfer of ownership of the water and
wastewater-related assets the City of Owenton under the terms set forth in the Asset
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Purchase Agreement and (2) authorizing Kentucky-American Water Company to use
Owenton’s water and wastewater rates, classifications and regulations, as of the Closing
Date, to Owenton’s existing and future customers.

This Z07A day of May, 2005,



VERIFICATION

I, Nick O. Rowe, President of Kentucky-American Water Company, do hereby state
that the statements made in this Joint Application are true and accurate to the best of my

knowledge.
W‘Z@/

NICK O

COMMONWEALTH OF KENTUCKY)
COUNTY OF FAYETTE )

Subscribed, sworn to, and acknowledged before me by Nick O. Rowe, President of
Kentucky-American Water Company, for and on behalf of said corporation.

My Commission expires: 1/24//0 4

%&W

NOTARY PUBLIC, State at Large, Ky.

VERIFICATION

|, David M. Wotier, Mayor of the City of Owenton, do hereby state that the
statements made in this Joint Application are true and accurate to the best of my

knowledge.
Lot ATt

DAVID M. WOTIER

COMMONWEALTH OF KENTUCKY)

counTY ofF (e N )

Subscribed, sworn to, and acknowledged before me by David M. Wotier, Mayor of
the City of Owenton, for and on behalf of the City of Owenton.

My Commission expires: [~/ - O 5

\—747?%47//;&’ 2. 7/z/77 /

NOTARY PUBLIC, State at Large, Ky




Lindsey W. Ingram, Jr.

Lindsey W. Ingram I

STOLL, KEENON & PARK, LLP
300 West Vine Street

Suite 2100

Lexington, Kentucky 40507
(606) 231-3000

BY: %‘44"\ /71/ T,
/

ATTORNEY$/FOR JOINT APPLICANT,
KENTUCKY-AMERICAN WATER COMPANY

Mark R. Cobb

P.O. Box 342

Owenton, Kentucky 40359-0342
(502) 484-2119

BY:_ /%A///Zl/ 4///

ATTORNEYS FOR JOINT APPLICANT,
CITY OF OWENTON

XABUS BNK & CORP\KAW 010311\0Owenton - 116273\Application.doc



ASSET PURCHASE AGREEMENT

THIS ASSET PURCHASE AGREEMENT ("Agreement"), entered into this [Z[él,day

of N\(f A4 , 2005, between the City of Owenton, Kentucky (“Seller”), a city of the 5th

class in KenLucky, 220 South Main Street, Owenton, Kentucky 40359, and Kentucky-American
Water Company ("Buyer" or “Kentucky American Water”), a Kentucky corporation, with its
principal office at 2300 Richmond Road, Lexington, Kentucky 40502:

WHEREAS, the City of Owenton currently provides bulk water sales to Kentucky-
American Water to service the majority of Kentucky American Water's customers in its
Northern Division; and,

WHEREAS, Owenton has a history of water supply limitations during dry weather
conditions and water quality issues from elevated disinfection by-products resulting primarily
from its source of supply and treatment processes ; and,

WHEREAS, Kentucky American Water has been providing technical and operational
assistance at no cost to Owenton to address these water quality and supply problems; and,

WHEREAS, Owenton recognizes the need to access quality technical expertise which is
necessary to upgrade, maintain, and operate its water and wastewater systems; and

WHEREAS, Owenton cannot make the substantial investment necessary to maintain
compliance with current and future water quality regulations and to meet increasing customer
demands without an unreasonable increase in water rates; and

WHEREAS, Owenton believes that its costs to effectively address these water quality

and supply problems would be far greater than Kentucky American Water’s costs given

EXHIBIT |



Owenton’s long-standing challenges in these areas prior to involvement of Kentucky American
Water; and;

WHEREAS, realizing these challenges of Owenton and success of working with
Kentucky American Water , the Kentucky Division of Water has enthusiastically supported
Kentucky American Water’s taking ownership responsibility of Owenton’s water and
wastewater assets, provided both parties were amenable; and,

WHEREAS, Kentucky American Water possesses the financial, technical and
operational resources to direct investments and manage operations to minimize costs and
maximize quality of service by meeting all water quality regulations; and,

WHEREAS, Owenton and Kentucky American Water have been in discussions and
negotiations for several years to develop a long-term arrangement whereby the citizens of
Owenton will be afforded high quality water and wastewater service at a reasonable price; and,

WHEREAS, the customers of Owenton will immediately benefit from Kentucky
American Water's ownership of Owenton's water and wastewater system as experienced water
quality, distribution system operations, engineering, and management will direct personnel and
investment to address supply and water quality issues, a level of expertise not available to
Owenton; and,

WHEREAS, Owenton has considered its alternatives and has concluded that a long-term
partnership arrangement with Kentucky American Water is the most logical, least costly
approach to delivering water and wastewater service in Owenton.

WHEREAS, the Parties to this Asset Purchase Agreement previously entered into an

Asset Purchase Agreement dated January 15, 2004; and



WHEREAS, the Parties were unable to close in accordance with Paragraph 12 of that
Asset Purchase Agreement but now wish to enter into a new Asset Purchase Agreement;

NOW, THEREFORE, for good and valuable consideration, including the mutual
promises contained herein, the Parties to this Asset Purchase Agreement do hereby agree as

follows:

1. PURCHASE OF ASSETS. Seller hereby agrees to sell to Buyer on the Closing

Date identified in paragraph 12 herein, and Buyer hereby agrees to purchase, free and clear of all
liens, claims and encumbrances, all of Seller's tangible assets devoted to the provision of potable
water service and wastewater service to the public, whether or not carried on or reflected in
Seller's books and records. The purchase shall include the tangible assets of Seller's potable
water system and wastewater system and all interest Seller has in real property, whether license,
easement, fee simple, or any other type of ownership, (collectively referred to as the “Assets")
which are listed in Exhibits 1 and 2. Although Exhibits 1 and 2 are intended to be complete, to
the extent Seller on the date of this Agreement owns any assets which are needed to operate the
potable water system and wastewater system that should be but are not included in the exhibits
(except the water and sewer office building which shall be leased to Buyer for 10 years (with
Buyer having the option of three additional 10-year lease terms for the Seller’s cost of utilities,
| janitor services, and insurance)), such assets nonetheless shall be transferred to Buyer on the
Closing Date.

The following Seller’s assets are specifically excluded from this Agreement: (1) two
snow blades; (2) salt box; (3) Scag mower and Scag mower accessories; (4) temporary pipe to
Elmer Davis Lake (which Seller agrees to remove prior to Closing); (5) red storage building at

wastewater treatment plant; (6) a new water intake to be constructed by Seller; (7) all land and



structures which directly impound the water in Upper and Lower Thomas Lakes; (8) all of
Seller’s six-inch diameter sanitary sewer force main lines consisting of Line A from Station
16+50 to Station 79+69.82 (approximately 6,320 feet) as shown on the plans of Owen County
School System Sewer Expansion Project dated April, 2001, drafted by GRW Engineers; (9) all
of Seller’s six-inch diameter drinking water lines and existing water lines (approximately 2,028
feet) along Kentucky Highway 22 between Station 1+ 280.000 and 1 + 789.949, as shown on the
plans of Owen County, Kentucky, City of Owenton, KY 22 — Utility Relocation Sta. 1+280.000
to Sta. 1+789.949 dated October, 2003, drafted by MSE Engineers; and (10) all of Seller’s
twelve-inch diameter raw water lines and all of its four-inch diameter finished drinking water
lines within a radius of one-half mile of the intersection of Squiresville Road and Kentucky
Highway 22 in Owen County.

With respect to items 8 and 9 of this Paragraph, $50,000 from the funds due to the Seller
at closing will be held in escrow by the Buyer pending completion of and transfer to the Buyer of
the piping projects identified in those items. With respect to item 10 of this Paragraph, the Seller
will retain ownership of these assets until such time the Buyer determines the utility relocation
work is completed. During the period of time that the assets described in items 8, 9 and 10 are
owned by the Seller, the Seller agrees that it will allow, without further consideration, Buyer to
use those assets for the supply, delivery, flow, pressure and treatment of water and other
purposes of Buyer as part of the water supply system assets being purchased by Buyer. In the
event that the relocation of the assets described in items 8, 9 and 10 is required to be paid by the
Buyer before closing, then the purchase price set forth in this Agreement shall be reduced by the
amount of the Buyer’s cost of relocation. In the event the relocation of the assets described in

items 8, 9 and 10 is required to be paid by the Buyer after closing, but before the consideration



placed escrow is released, the escrowed amount shall be applied to the costs paid by Buyer to
complete these relocations.

In the event the Closing Date occurs after July 31, 2005, then, for purposes of the
consideration referred to in Section 2 of this Agreement, book depreciation on assets in service
on July 31, 2005 shall be that amount as of July 31, 2005. Further, any assets purchased after
July 31, 2005 shall be valued on the Closing Date at cost less book depreciation less any
contributions in aid of construction.

2. CONSIDERATION. In consideration of the sale of such Assets, Buyer shall pay

to Seller on the Closing Date, the sum of $2,595,500 (two million five hundred ninety-five
thousand five hundred dollars) (“Proposal”), adjusted for (i) any difference between the actual
change in the book value, defined as gross utility plant less book depreciation and less
contributions in aid of construction, and the pro forma change in book value used to arrive at an
estimated book value as of June 30, 2004 for purposes of the Proposal and (ii) for the net
increase or decrease in the book value of the Assets subsequent to June 30, 2004, the sufficiency
of which is acknowledged by Seller. In the event Seller acquires or disposes of tangible assets
devoted to the provision of utility service subsequent to the date of this Agreement, the purchase
price shall be adjusted to reflect the net book value of those assets on the Closing Date. Buyer
agrees to adopt Seller’s rates at closing. Buyer will not place into effect any rate increase for

Seller’s now existing customers for a period of two years from the Closing Date.



3. WARRANTIES. Seller represents and warrants to Buyer as follows as of the

date of this Agreement and as of the Closing Date:

(A)

(B)

©

(D)

Seller is a city of the 5th class in Kentucky with the requisite right,
power and authority (i) to carry on its business as is now being
conducted and (ii) to own, lease or operate its properties, which it
currently owns, leases, or operates. Seller has, and at all times has
had, full power and authority to own its properties and to conduct
its business.

Seller has full capacity, right, power and authority to enter into,
deliver, and perform this Agreement. Prior to closing, all consents,
approvals, authorizations, or other requirements prescribed by law,
rule, contract, agreement or regulation which must be obtained or
satisfied by Seller and are necessary in order for it to enter into and
perform this Agreement have been satisfied. This Agreement has
been duly executed and delivered by Seller and constitutes its
legal, valid and binding obligation, enforceable against Seller in
accordance with its terms.

The execution, delivery, and performance of and the
consummation of the transactions contemplated in this Agreement
do not and will not: (i) conflict with or result in a violation or
breach of any of the terms, conditions, or provisions of or
constitute a default of the Seller's governance documents or any
instrument, loan, grant, contract, bond, agreement, mortgage,
judgment, order, writ, award, decree, or other restriction to which
Seller is a party, or to which any of its Assets are subject, or by
which Seller is bound or any statute or regulatory provision
affecting Seller, (ii) require the approval, consent, or authorization
of any federal, state, or local court, governmental authority, or
regulatory body (except as provided in paragraph 11 of this
Agreement) or of any creditor or seller or of any person or entity,
nor (iii) give any party with rights under any instrument,
agreement, mortgage, judgment, order, writ, award, decree or other
restriction the right to terminate, modify, or otherwise change the
Seller's rights or obligations thereunder.

Seller has complied with all existing laws, rules, regulations,
ordinances, orders, instruments, contracts, loans, grants, bonds,
agreements, judgments and decrees now or hereafter applicable to
the Assets. Seller is not aware of any proposed laws, rules,
regulations, ordinances, orders, judgments, decrees, governmental
takings, condemnations, or other proceedings which would be
applicable to the Assets or which might adversely affect the Assets



(E)

)

(&)

(H)

@

0

either before or after the date of this Agreement, other than as
listed in Exhibit 3.

Seller has not received any notice or notification from any court or
governmental agency, authority, or body that it is in violation of or
not in compliance with any federal, state, or local law, statute,
ordinance, rule, regulation, guideline (including voluntary
guidelines), decree, or order or permit relating to the Assets or that
upon the passage of time it will be in violation of any of the
foregoing. Seller’s operation of its water and wastewater systems
complies in all respects with all governmental requirements
relating to the provision of potable water service and wastewater
system operation.

Seller has good, marketable, and insurable title to all of the Assets.
None of the Assets will, after closing, be subject to any mortgage,
pledge, lien, charge, security interest, encumbrance, restriction,
lease, license, easement, liability or adverse claim of any nature
whatsoever, direct or indirect, whether accrued, absolute
contingent or otherwise. All the Assets are in good operating
condition and repair and are suitable for the purposes used.

No other person or entity now has, nor at any time in the future
will have, the right to purchase, own, use, or sell any of the Assets.

Seller is not insolvent. Seller is able to meet all business
obligations as they become due and will not be insolvent or unable
to meet its business obligations as a result of completing the
transactions described herein.

All tax returns, if applicable, employee withholding forms and
other tax-related documents, of every kind relating to Seller and
the Assets that are due to be filed in accordance with any
applicable law have been duly filed and all taxes and benefits
shown to be due on such returns have been paid in full.

Seller has delivered to Buyer copies of 2003 and 2004 (when
available) audited and unaudited financial statements, which are
complete and correct and have been prepared from Seller's books
and records in accordance with generally accepted accounting
principles consistently applied and maintained throughout the
periods indicated and fairly present the Seller's financial condition.
Except as set forth in the financial statements, Seller has no debts,
liabilities or obligations (whether absolute, accrued, contingent or
otherwise), of any nature whatsoever including, without limitation,
any other debts, liabilities or obligations relating to or arising out



X)

L)

M)

N)

©)

(P)

of any act, omission, transaction, circumstance, except those
incurred in the ordinary course of Seller's business. There is not
any condition or event which could materially or adversely affect
the Assets.

With the exception of the legal proceedings listed in Exhibit 3,
there is no claim, legal action, suit, arbitration, governmental
investigation or other legal or administrative proceeding, nor any
order, decree or judgment in progress, pending or in effect, or
threatened, against or relating to Seller, its officers, directors,
employees or business, the Assets, or the transactions
contemplated by this Agreement, and Seller neither knows nor has
reason to be aware of any basis for the same. After the execution
of this Agreement Seller will take all actions necessary to assist
Buyer in pursuing the claims addressed in the legal proceedings
described in Exhibit 3. Each of the parties will be responsible for
its costs incurred in such legal proceedings.

Between the date of this Agreement and the Closing Date Seller
shall conduct its business diligently and substantially in the same
manner as heretofore conducted prior to the date of this
Agreement. Buyer shall not institute any new methods of
accounting or operation or engage in any transaction or activity,
enter into any agreement or make any commitment except in the
ordinary course of business and consistent with past practice.

Seller shall not prior to the Closing Date permit any Assets to be
subjected to a mortgage, pledge, lien or encumbrance, without
notice to and approval of Buyer, and further shall not dispose of
such Assets. Prior to the Closing Date Seller shall not acquire any
asset devoted to serving the public costing more than One
Thousand Dollars ($1,000.00) without the approval of Buyer.

Seller shall maintain until the Closing Date insurance policies in
effect on the Assets adequate to restore or replace the assets in case
of loss with Buyer as loss payee.

Seller shall not perform any act or omit to perform any act or
permit any act or omission that will cause a breach or default in
this Agreement.

No representation or warranty by Seller in this Agreement nor any
statement or certificate furnished or to be furnished by Seller to
Buyer or its representatives in connection herewith or pursuant
hereto contains or will contain any untrue statement of a material
fact or will omit a statement of any material fact required to make



the statements herein or therein contained not misleading. Seller
has disclosed to Buyer in writing all material adverse facts known
to it relating to the Assets. Seller is not aware of any
circumstances or facts which could be detrimental to the Assets
other than those disclosed to the Buyer in writing.

(Q)  Seller has provided to Buyer all of its records regarding the
operation of this water and wastewater system for calendar year
1998 through the present.

(R)  Seller has sufficient interests in land ownership for the proper
operation and maintenance of the Assets.

4. LIABILITIES. Buyer is not assuming any of Seller's liabilities or debts. All of

Seller's debts and liabilities will be settled prior to or on the Closing Date and any debts
outstanding on the Closing Date will remain Seller's sole obligation and will be paid by Seller
under this Agreement. Consistent with Seller's obligation to remove all debts from the Assets,
Seller will, on the Closing Date, utilize as much of the purchase price as is necessary to pay off
all outstanding secured obligations.

5. OPERATION OF WATER AND WASTEWATER SYSTEMS. Buyer shall

own and operate the water and wastewater systems acquired from Seller and all customers
currently served by Seller shall, for all intents and purposes, be customers of Buyer. Said
customers shall, after the Closing Date, be charged at those rates and charges for such customers
as from time to time are approved for use for such customers by Buyer by the Public Service
Commission of the Commonwealth of Kentucky (“PSC”). Buyer assumes ownership and
responsibility for maintenance of existing fire hydrants. Kentucky American Water presently has
no tariff for charging for the volumetric use of water in fighting fires and has no plan to request
such a tariff. As of the Closing Date Buyer will specifically assume Seller's obligations under all

other contracts to which Seller may be bound as of the date of this Agreement, all of which are



listed in Exhibit 4, except the Water Purchase Agreement between Seller and Buyer as it may
have been amended, which will be terminated as of the Closing Date.

6. EMPLOYEES. Buyer agrees to offer employment to Seller's employees, at

mutually agreed upon compensation levels, who are listed in Exhibit 5, provided that such
employees pass the examinations, background check and other screening tests routinely required
of applicants for employment with Buyer. The employees meeting such requirements will be
employed, on an at will basis, as the Buyer's full-time employees with benefits as listed in
Exhibit 6, as may change from time to time, comparable to the Buyer's employees performing
the same tasks, although Buyer and Seller recognize that the specific duties and responsibilities
of said employees may be different from duties and responsibilities of Buyer’s existing
employees at other geographic locations and may be subject to different supervisory oversight
and reporting. The employees shall be deemed to have been employed by Buyer on the dates
indicated in Exhibit 5 for the limited purpose of determining vacation or sick pay benefits with
Buyer. Seller acknowledges that it has told all of the persons listed in Exhibit 5 that the benefits
of employment by Buyer may change from time to time and there is no assurance that the level
of benefits will remain the same as they existed on the Closing Date. Notwithstanding the
above, two existing employees of Seller (Athelene Glore and Robert Howard) will not be
employed by the Buyer at Closing but will continue to be employed by Seller. Buyer will, under
separate agreement(s), agree to utilize the services of these two individuals for a definite period
of time, but Buyer shall have no obligation to utilize their services nor employ them beyond the
expiration of the separate agreements.

7. FINAL METER READING AND BILLING. At least one week prior to the

Closing Date Seller will provide Buyer with a current list of the names and addresses of the
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Seller's customers. Within the week prior to the Closing Date, Buyer's meter readers,
accompanied at the Seller's election, by Seller's meter readers, will read all customer meters and
provide copies of those meter readings to Seller. Seller will bill all customers for water service
as reflected in the final meter reading. Seller will, after satisfaction of all routine customary
expenses of Seller through the Closing Date use any monies received from these billings in
addition to all monies from all accounts receivable from prior billings for the payment of any
other of the Seller's liabilities remaining at the closing. Buyer will be entitled to all revenue from
water services provided by Buyer on and after the Closing Date.

8. OPERATION OF UPPER AND LOWER THOMAS LAKES. Seller now

owns and shall continue to own after the Closing Date all land and structures which directly
impound the water in Upper and Lower Thomas Lakes (“the Lakes”), but grants to Buyer access
to and the right to use the Lakes as a source of supply at no cost to Buyer which access and right
include the right to pump water into and withdraw water from the Lakes and the right to increase
or decrease the level of water in the Lakes. Seller agrees to maintain the structures which
impound the Lakes, including the dam, in a safe and operational manner and in compliance with
all applicable governmental requirements. Seller further agrees to maintain the land surrounding
the Lakes in like fashion and agrees not to take or allow any action that would cause any
pollution or detrimental effect on the quality of the water in the Lakes.

0. OFFICE IN OWENTON. Buyer agrees to maintain an office in Owenton for

walk-in customer service purposes as long as is economically practicable at the discretion of the

Buyer but for at least 10 years after the Closing Date.

10. GRANT REPAYMENT. In the event that any grant existing at the date of

closing is later required to be repaid, Seller assumes all liability for such repayment.
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11. PUBLIC SERVICE COMMISSION APPROVAL. Within thirty (30) days

from the satisfaction of the conditions precedent described in paragraph 17 (C), (D), (E), (F),
(G), and (I) both Seller and Buyer agree to file and pursue with diligence a Joint Application
with the Public Service Commission of the Commonwealth of Kentucky, if necessary, seeking
approval of this Agreement.

12.  CLOSING DATE. The closing of this Agreement shall take place within thirty

(30) days after the latest of (a) receipt of an acceptable final order from the PSC, if necessary,
approving this Agreement, and no appeal having been taken from the issuance of such order, and
(b) receipt of any other required waivers or consents to the transfer of the water system, and (c¢)
completion of all conditions precedent as provided in Section 17 hereof.

13. CONVEYANCE AND TRANSFERS. Seller will not convey, lease or in any

way dispose of any of the Assets which it holds as of the date of this Agreement. On the Closing
Date Seller shall transfer and convey to Buyer, its successors and assigns forever, the Assets
together with all files, plats, maps, plans, records and ledgers or copies thereof in any way
connected with rendition of water service by Seller.

14.  ACCESS TO BOOKS. Between the date of this Agreement and the Closing

Date Buyer shall have the right to examine all of Seller’s assets and to obtain copies of all
Seller's books and records at such reasonably convenient times as Buyer may require. In the
event the transaction contemplated by this Agreement is not consummated, all such copies of the
inventory and books and records shall be returned to Seller. If prior to the Closing Date (a) any
material discrepancies are discovered in the Seller's books and records (b) any claims, liabilities,
liens, encumbrances or defects in title which would materially affect the value of the Assets are

discovered by or disclosed to Buyer, or (c) any one of the representations and warranties set forth



in this Agreement is determined by Buyer not to be true and correct, Buyer may at its sole option
terminate this Agreement and neither Buyer nor Seller shall be further obligated hereunder or
incur or be liable for any claim, loss, damage or expenses to the other as a result of such

termination.

15. BINDING EFFECT. This Agreement shall be binding upon and shall inure to

the benefit of the parties hereto and their respective successors and assigns.

16  FORCE MAJEURE. If the performance of any of the covenants or agreements

contained herein is delayed or prevented by reasons beyond the Buyer's or Seller's control such
as an act of God, act of war, strike, walkout, restraint of labor, from whatever cause, either
partial or general, riot or civil commotion, order of court or administrative tribunal having
jurisdiction over either party hereto, then the affected party shall be excused from such
performance to the extent that the affected party is necessarily prevented, hindered or delayed
thereby during the continuance of any such happening or event and the time for such
performance shall be extended to commensurate with such delays provided that the affected
party shall notify the other party of the happening of such event or force majeure within a

reasonable time after the affected party acquires knowledge thereof.

17. CONDITIONS PRECEDENT. The parties hereto understand and agree that
this Agreement and the obligations of the parties hereunder are expressly conditioned on the
following, each of which is a condition precedent to the closing and the validity and
enforceability of the Agreement:

(A) The PSC shall have entered a final order, if necessary (from which no
appeal is taken), which approves the Joint Application to be filed by Buyer and Seller including

(i) any specific rate making approach or request as set forth in the Joint Application, (ii) a
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request for the use of Buyer's existing rules and regulations for Seller's water and wastewater
customers, (iii) a request for the use of the Seller’s existing rates to its customers as may be
changed from time to time and as approved by the Public Service Commission, and (iv) this
Agreement and all of its terms, conditions, undertakings, agreements and limitations between
Buyer and Seller.

(B)  The PSC, nor any court, shall not have attached to any order, any terms,
conditions or limitations which in the sole opinion of either the Buyer or the Seller shall
adversely affect the economic feasibility of this project or the Agreement between the parties or
require Buyer or Seller to take any action or refrain from taking any action which might require
either of them to breach any of their obligations under any mortgage indenture, as supplemented,
or any other agreement to which either of them might be a party.

(C)  Buyer and Seller shall have received all consents or waivers to the sale of
the Assets.

(D)  Buyer shall have determined that the assets are free from the presence or
harmful effects of any hazardous or toxic substances, including, but not limited to, petroleum
products and asbestos in friable form. Buyer shall be permitted to make or obtain such
inspections and/or testing of the assets as may be desired by Buyer using such experts or
consultants as Buyer deems desirable. In the event any of the inspections of testing made or
obtained by Buyer reveal a condition of the assets which is not acceptable to Buyer, Buyer shall
notify Seller, in writing, of such fact within ninety (90) days from the date of execution of this
Agreement.

(E)  Buyer's Board of Directors shall have approved the execution of this

Agreement.
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(F)  Prior to the Closing Date there shall be a written determination from all
appropriate authorities that Buyer shall have no obligation to repay any monetary obligations of
Seller.

(G)  Finished water quality currently produced by Seller shall be acceptable to
Buyer and meet or exceed all governmental requirements.

(H) Except as may be specifically agreed to by Buyer elsewhere in this
Agreement, there shall not be or have been any material or adverse changes in the Assets or
financial condition of Seller, as determined by Buyer’s discretion.

4y Seller shall have granted a 20-year, non-exclusive franchise, at no further
cost to Buyer or customers of the water and wastewater systems, to serve the City and citizens of
Owenton.

@) Seller has received two grants: (1) City of Owenton Water Collection and
Treatment System Improvements and Freshwater Intake Project, to the Environmental Protection
Agency pursuant to Public Law 107-206, a fiscal year 2001 Special Appropriations Grant, in the
amount of Three Hundred and Eighty-Seven Thousand One Hundred and Sixty Dollars
($387,160) after administrative fees and (2) Kentucky River Raw Water Intake, to the Kentucky
Infrastructure Authority. Project Number WX21187207, in the amount of One Hundred
Thousand Dollars ($100,000). Seller is required to provide matching funds of approximately
Two Hundred and Fifty Thousand Dollars ($250,000) to secure the grants. Subject to the terms
and conditions to be contained in an agreement respecting ownership and operation of the intake,
Buyer shall pay Seller a use fee equivalent to the annual debt service incurred by Seller to
provide the matching funds as long as Seller owns the intake and until the debt is fully paid.

Because the construction of the new intake is critical, an amount equal to the grant funds sought
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($487,160) shall be escrowed from the purchase price in a bank(s) chosen by Seller, subject to
the joint control of Buyer and Seller, and released as grant funds are expended or used to
construct the intake when the grants are denied or the grant funds are not available. Any interest
earnings accumulated during the time these funds are escrowed will be remitted to the Seller
upon final remittance of these escrow funds.

18. INDEMNITY AGREEMENT. Seller agrees to indemnify and hold harmless

Buyer against any loss, claim, action, suit, proceeding, deficiency or expense (including
attorneys’ fees) relating to or arising from or in connection with (a) any misrepresentation,
breach of representation, warranty or obligation, covenant or agreement or default by Seller
under this Agreement (including the Exhibits) or any documents delivered to Buyer in
connection with this Agreement; (b) claims of negligence or strict liability in connection with the
Assets or the business conducted prior to the Closing Date; (c) all debts, liabilities, contracts or
obligations whatsoever relating to the Assets prior to the Closing Date, or (d) all contingent
liabilities relating to Seller, its business or the Assets which Buyer becomes obligated to pay
with respect to any state of facts or occurrences existing at or prior to the Closing Date.

19.  WATER BOARD. The Owenton Water Board (“Water Board™) shall remain in

place to serve as an advisor on growth and capital investment issues on applicable water and
sewer issues. The Seller through its Water Board may partner with the Buyer to extend service
and upgrade facilities. The Water Board shall meet with Buyer on a regular basis. Buyer agrees
to compensate the members of the Water Board in the amount of $50.00 per member per meeting
attended with the limitation that compensation will only be made to a maximum of five Water

Board members for a maximum of one meeting attended per month.
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20.  ENTIRE AGREEMENT. This Agreement, including all of its Exhibits, which

are hereby incorporated by reference, constitutes the entire agreement of the parties with respect
to the subject matter hereof and may not be modified or amended or terminated except by written
agreement specifically referring to this Agreement, and signed by all of the parties hereto.

21. GOVERNING LAW. This Agreement and all amendments hereto shall be

governed and construed in accordance with the laws of the Commonwealth of Kentucky.
IN WITNESS WHEREOF, the parties have caused this Agreement to be duly executed
by their duly authorized representatives, and a copy of the resolution from the Seller is attached,

this the day and year first above written.

CITY OF OWENTON

J/azﬂ/ﬂ/%/)ﬂf/é/fw BY: ‘/C&V’/ ?3’7\?%3;\\—

Witness Mayor

KENTUCKY-AMERICAN WATER COMPANY

//
Witness ( résident
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COMMONWEALTH OF KENTUCKY )

COUNTY OF ?4’470:@2/ )

Fiod
The foregoing instrument was acknowledged before me this /£ day of /2 2z , 2005,
by [V« ek /2. owe , President of Kentucky-American Water Compan/y, a Kentucky

corporation, on behalf of the corporation.

My Commission expires: ;/ 2 ‘5/0 7

C i fOevt

NOTARY PUBLIC

COMMONWEALTH OF KENTUCKY )

COUNTY OF chz_%/d )
_ The foregoing instrument was acknowledged before me this / 7%day of /’/{ At , 2005,
by D, N, A7 /ER , Mayor of the City of Owenton, Kentucky, on beha{lf of the City.

My Commission expires: .2 7 b <005

NOTARY PUBLIC (/
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Exhibit 1

Assets
Exhibit 1 |
List of Assets - Owenton Water and Sewer
Owenton Waterworks |
Audit Report ]
Year ended: June 30, 2002
Accum.
Method Balance at FYE 2002 FYE 2002 Depreciation CIAC as of
Kind of property Date | Life Rate 711101 Additions | Retirements Balance at 6/30/02 as of 6/30/02 6/30/02
Land & Rights of Way
Land & Rights of Way 1933|n/a 1,293.46 1,293.46 -
Land & Rights of Way 1941in/a 1,160.00 1,160.00 -
Land & Rights of Way 1944in/a 1,000.00 1,000.00 -
Land & Rights of Way 1960|n/a 2,560.00 2,560.00 -
Land & Rights of Way 1969in/a 4,080.00 4,080.00 -
Land & Rights of Way 1977|n/a 7,619.29 7,619.29 -
Virgil Cobb Easement Jun-88jn/a 3,031.50 3,031.50 -
Land - 75M galion
tanksite dismantled 1990|n/a 6,543.13 6,543.13 -
Land - Water Plant 1994in/a 9,286.00 9,286.00 -
Subtotal Land & ROW 36,573.38 - - 36,573.38 -
Roads & Power Lines
Roads & Power Lines 1933in/a 452711 4,527 .11 -
Roads & Power Lines 1941jn/a 4,060.00 4,060.00 -
Roads & Power Lines 1944|n/a 3,500.00 3,500.00 -
Roads & Power Lines 1960{n/a 8,960.00 8,960.00 -
Roads & Power Lines 1969|n/a 14,280.00 14,280.00 -
Roads & Power Lines 1977{n/a 20,591.33 20,591.33 -
Subtotal - Roads and
Power Lines 55,918.44 - - 55,918.44 -
Buildings &
Improvements
Barn Jan-85|SL-10 6,000.00 6,000.00 6,000.00
Rrestroom improvements Apr-87/SL-10 287.00 287.00 287.00
Addition - Maintenance
Bldg. Dec-30{SL-10 1,930.46 1,930.46 1,930.46
Addition to Red Bam Jun-92|SL-10 1,400.00 1,400.00 1,400.00
Storage Building Jun-02{SL-10 21,495.00 21,495.00 179.00
Subtotal - Buildings &
Improvements 9,617.46 | 21,495.00 - 31,112.46 9,796.46
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Furniture & Fixtures
Furniture & Fixtures 1977|SL-10 1,019.55 1,019.55 1,019.55
Posting machine (1/2) 1978|SL-10 4,220.91 4,220.91 4,220.91
Copier Feb-84|SL-5 833.75 833.75 833.75
Typewriter (1/2) Jun-85|SL-5 318.00 318.00 318.00
Table Jan-86{SL-10 158.00 158.00 158.00
Fire Proof Cabinet Nov-89|SL-10 300.00 300.00 300.00
Computer Jun-91{SL-6 2,737.50 2,737.50 2,737.50
Copier (1/2) Jun-96|SL-5 1,557.50 1,5657.50 1,557.50
PS 120 Computer Jun-96/SL-5 2,311.93 2,311.93 2,311.93
Subtotal - Furniture &
Fixtures 13,457.14 - 13,457.14 13,457.14
Distribution System
Distribution System 1933|SL-50 51,231.32 51,231.32 51,231.32
Distribution System 1960|SL-50 116,480.00 116,480.00 99,207.00
Distribution System 1969{SL-50 185,640.00 185,640.00 119,121.00
Distribution System 1977|SL-50 277,000.55 277,000.55 141,733.00 55,394.75
Tank 1980{SL-50 16,000.00 16,000.00 7,067.00
Apartment Hook Up 1981|SL-35 3,277.82 3,277.82 1,979.00
Water Loading Building Sep-82|SL-35 1,420.00 1,420.00 814.00
8" Water Meter Aug-86{SL-35 978.15 978.15 447.00
New Line - Druther's Sep-86{SL-35 2,588.00 2,588.00 1,172.00
Flowmeter for hydrant Oct-86{SL-35 480.83 480.83 220.00
Ford Street Line Jan-87|SL-35 7,331.26 7,331.26 3,240.00
Kelly Court Line Jun-88|SL-35 7,000.00 7,000.00 3,000.00
Road Bore & Forsee's Jun-88|SL-35 5,662.95 5,662.95 2,413.00
(1) 6" meter/(6) 3/4"
meters Jul-88{SL-40 2,096.80 2,096.80 742.00
Woaterline for Horizon
Homes Jan-89{SL-50 6,854.00 6,854.00 1,850.00
Hwy 22/Gratz Road
Waterline Feb-89{SL-50 1,380.79 1,380.79 376.00
Horizon Homes material
for line Mar-89{SL-50 2,261.42 2,261.42 600.00
Fire Hydrant - Horizon
Homes Mar-89|SL-40 801.62 801.62 267.00
Fire Hydrant - Horizon
Homes Mar-90{SL-40 978.00 978.00 300.00
Pipe - 2" meter Apr-90{SL-35 2,253.24 2,253.24 800.00
Old Lines Replaced Jun-80{SL-35 10,161.50 10,161.50 3,625.00
Hwy 127 Waterline Jun-90|SL-50 82,087.00 82,087.00 18,881.31 75,671.50
Water main & Plant
Improvements Jun-90{SL-50 178,882.61 178,882.61 44,725.00
400,000 Gallon Tank Jun-90/SL-30 576,526.56 576,526.56 239,811.60 577,166.56
Capitalize Repairs to
100.000 Gallon Tank Jun-90|SL-30 93,718.80 93,718.80 39,049.70
2 Hydrants Jun-91{SL-40 1,743.32 1,743.32 503.27
Services Various  {SL-50 19,005.00 19,005.00 5,691.00
Meters Various  |SL-50 17,384.75 17,384.75 5,213.00
Meter Installations Various |SL-50 19,005.00 19,005.00 5,691.00
New Water Treatment
Plant Jun-96|SL-50 2,272,841.02 2,272,841.02 295,470.00 | 1,064,254.37
Pipe Upgrade - Cedar Hill
Road 2-Mar|SL-50 6,447.00 6,447.00 43.00
Subtotal - Distribution
System 3,963,072.31 6,447.00 3,969,519.31 | 1,095,283.20 1,772,487.18
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Equipment -
Equipment 1977|SL-10 2,227.30 2,227.30 2,227.30
Temporary line 1977{SL-10 14,000.00 14,000.00 14,000.00
Snow Plow 1979|SL-10 1,617.00 1,617.00 1,617.00
Boat Jul-83|SL-5 100.00 100.00 100.00
Alum Feeder Tank Jun-85/51.-5 2,887.91 2,887.91 2,887.91
Ditch Witch Jun-86|SL-7 450.00 450.00 450.00
Chlorinator Equipment Oct-86{SL-10 3,370.00 3,370.00 3,370.00
Two Cylinder Scale Nov-86{SL-10 755.00 755.00 755.00
Push Rod Machine Apr-87|SL-10 4,500.00 4,500.00 4,500.00
Jar Test Equipment Oct-86/SL-5 778.02 778.02 778.02
Communication
Equipment Jan-89{SL-10 1,396.00 1,396.00 1,396.00
PH Meter & Line
Converter Jun-89[SL-15 424.29 424.29 366.00
Eccentric Slide Block Jun-89|SL-15 188.42 188.42 170.00
Porta Pump & Tow Chain Jun-89|SL-20 608.89 608.89 333.00
Hi Tork Mixer Jun-89|SL-10 1,682.00 1,682.00 1,582.00
1/2 Intercom Oct-89|SL-10 30.45 30.45 30.45
Telephone system
(partial) Jan-80|SL-10 272.84 272.84 272.84
Jackhammer Feb-90|SL-10 5,499.90 5,499.90 5,499.90
Copy Machine May-90iSL-10 421.25 421.25 421.25
Coin Operated Machine Mar-90{SL-10 989.00 989.00 989.00
Valve - River gate Apr-90|SL-40 3,150.00 3,150.00 987.00
Fencing Jun-90[{SL-20 6,025.00 6,025.00 3,763.00
Ten Foot Jon Boat Jun-91iSL-10 85.00 85.00 85.00
1/2 Mower Jun-81|SL-10 561.87 561.87 561.87
Roto Tiller Jun-93{SL-10 579.95 579.95 468.82
Lawnmower Dec-94{SL-10 1,716.96 1,716.96 1,290.00
Computer Dec-94|SL-5 350.00 350.00 350.00
P/U Truck Chevy (1/2) Jun-86|SL-5 18,916.57 18,916.57 18,916.57
Snow Plow & Utility bed
for truck Jul-90iSL-5 7,245.00 7,245.00 7,245.00
Computer Upgrade Qct-97|SL-3 4,686.00 4,686.00 4,686.00
1989 Dodge Truck Aug-99|SL-5 6,000.00 6,000.00 3,500.00
1999 Deere 310E
Backhoe Sep-99iSL-10 28,034.41 28,034.41 7,942.00
12' Truck Bed Apr-00{SL-10 6,722.00 6,722.00 1,512.00
Scag Power mower Jun-01{SL-5 4,000.00 4,000.00 866.67
Scag Power mower
accessories Jun-01{SL-5 299.00 299.00 64.98
2002 Chevy Pickup Jan-02|{SL-5 26,390.25 26,390.25 2,639.00
Subtotal - Equipment 130,470.03 | 26,390.25 156,860.28 96,623.58
Grand Total
Waterworks 4,209,108.76 | 54,332.25 4,263,441.01 | 1,215,160.38
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Owenton Sewer
Audit Report
Year ended: June 30, 2002
Method  |Beginning
Kind of property Date Life Rate [Balance Additions  [Retirements  |Ending Balance Accum. Depr.
Land
Land & Rights of Way 1938in/a 2,250.00 2,250.00 -
Subtotal - Land &
Rights of Way 2,250.00 - 2,250.00 -
Buildings &
Improvements
Restroom improvements Apr-87{SL-10 287.00 287.00 287.00
Subtotal - Buildings &
Improvements 287.00 - 287.00 287.00
Furniture & Fixtures
1/2 Posting Machine 1978|SL-10 4,220.91 4,220.91 4,220.91
1/2 IBM Typewriter 2-12-85 |SL-5 318.00 318.00 318.00
Office Chair 1-23-86  [SL-7 139.00 139.00 139.00
Fire Proof Safe Nov-89|SL-10 300.00 300.00 300.00
Phone System - partial Jun-90|SL-10 984.24 984.24 984.24
Subtotal - Furniture &
Fixtures 5,962.15 - 5,962.15 5,962.15
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Equipment

Equipment 1938|SL-10 3,335.66 3,335.66 3,335.66
Equipment 1964|SL-10 3,335.67 3,335.67 3,335.67
Equipment 1977{SL-10 1,050.00 1,050.00 1,050.00
78 Chev Truck Aug-83{SL-3 3,500.00 3,500.00 3,500.00
Radio (1/3 interest) Aug-83|SL-3 100.00 100.00 100.00
Sewer Cleaning Machine Apr-84|SL-5 974.85 974.85 974.85
Chilorinator Machine Feb-86{SL-7 1,350.00 1,350.00 1,350.00
Smoke Blower Apr-87|SL-10 602.10 602.10 602.10
Monitoring Kit Jun-871SL-10 884.64 884.64 884.64
Communication System Jan-89{SL-10 1,396.00 1,396.00 1,396.00
Sludge Truck Aug-88iSL-10 27,691.00 27,691.00 27,691.00
91 810 Chevey P/U Jul-91{SL-5 3,953.16 3.,953.16 3,953.16
V-500 Chlorinator Aug-891SL-10 1,222.38 1,222.38 1,222.38
12' Boat & 4 hp motor Sep-89{SL-10 200.00 200.00 200.00
Air Tanks Dec-89)SL-10 1,622.00 1,5622.00 1,522.00
Equipment Jan-90{SL-10 173.61 173.61 173.61
Copy Machine May-80{SL-10 421.25 421.25 421.25
Computer System Jun-90|SL-10 3,500.00 3,500.00 3,500.00
Computer System Jun-90{SL-10 2,737.50 2,737.50 2,737.50
Mower (1/2 interest) Jun-91|SL-10 500.00 500.00 500.00
Sewer Cleaning Machine Apr-93|SL-10 20,009.00 20,008.00 19,008.00
Aerator Jun-96{SL-10 8,200.00 8,200.00 4,988.00
2 Myer Pumps &
Installation Nov-97{SL-10 4,842.84 4,842.84 2,218.00
99 Deere 310E Backhoe
(1/2) Sep-99|SL-10 9,792.59 9,792.59 2,692.00
Aerators Apr-00|SL-10 11,862.00 11,962.00 2,691.00
Subtotal - Equipment 113,256.25 - 113,256.25 90,047.82




Distribution System -
Distribution System 1938|SL-50 101,899.32 101,899.32 101,899.32 106,338.26
Distribution System 1964{SL-50 146,664.34 146,664.34 113,171.00
Sewer Lines Apr-89[SL-50 3,748.55 3,748.55 994.00
Horizon Home Lines Jan-89|SL-50 5,635.00 5,635.00 1,625.00
Wastewater Plant
Improvements Dec-89|SL-50 2,110,399.46 2,110,399.46 526,980.00 1,168,806.00
Pump Station
Replacements Jun-89{SL-50 267,212.77 267,212.77 69,472.00
Sewer Rehab and
television service Dec-89{SL-20 46,935.29 46,935.29 28,342.00
Meters, services &
installations Jun-90|SL-50 2,000.00 2,000.00 500.00
Meters, services &
installations var 6/89 [SL-50 4,700.00 4,700.00 1,729.00
Meters, services &
installations Jun-91|8L-50 2,850.00 2,850.00 656.00
Sewer Rehab Dec-91SL.-20 4,561.51 4,561.51 2,394.00
Sewer Rehab Dec-92|SL-20 6,913.79 6,913.79 3,287.00
Lift Station Mar-99iSL-50 15,450.00 15,450.00 1,004.00
Madison Street Force
Main Jan-00|SL-50 67,145.00 67,145.00 3,357.00
Madison Street Force
Main Dec-00|SL-50 9,851.78 9,851.78 296.00
Subtotal - Distribution
System 2,795,966.81 - 2,795,966.81 855,606.32 1,275,144.26
Grand Total Sewer 2,917,722.21 -
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12.

13.

Exhibit 2
Real Estate

DEEDS

Deed dated May 13, 1933, from the Owenton School District recorded in Deed
Book 72, at page 453.

Deed dated March 29, 1988, from Nellie Slaughter and her husband, J.L.W.
Slaughter recorded in Deed Book 80, at page 130.

Deed dated March 29, 1938, from Ada Cull, Dorman L. Cuil, Margaret B. Cull and
Byron Cull recorded in Deed Book 80, at page 133.

Deed dated November 30, 1949, from Newt Cobb and his wife, Eura Cobb
recorded in Deed Book 92, at page 239.

Deed dated April 15, 1950, from Ray C. Stamper and his wife, Emma C. Stamper
recorded in Deed Book 92, at page 559.

Deed dated April 8, 1952, from Robert S. Duncan and his wife, Margaret Duncan
recorded in Deed Book 95 at page 381.

Deed dated April 9, 1955, from H.L. Smith, et al. recorded in Deed Book 97, at
page 452.

Deed dated April 23, 1955, from Dorman Cull and his wife, Margaret Cull recorded
in Deed Book 97, at page 464.

Deed dated January 11, 1961, from Robert S. Duncan and his wife, Margaret
Duncan recorded in Deed Book 103, at page 69.

Deed dated March 27, 1961, from E.S. Rose and his wife, Alice Rose and Malone
Bourne and his wife, Beth Ann Bourne recorded in Deed Book 103, at page 173.

Deed dated December 21, 1963, from Sollie Clifton and his wife, Edith Clifton
recorded in Deed Book 107, at page 210.

Deed dated December 21, 1963, from Anna McCormick Webster and her
husband, Leonard Webster recorded in Deed Book 107, at page 212.

Deed dated December 23, 1963, from A.E. Rose and Fannie Rose recorded in
Deed Book 107, at page 215.
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14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

Deed dated December 21, 1963, from Dorman L. Cull and his wife, Margaret Cull
recorded in Deed Book 107, at page 216.

Deed dated December 2, 1963, from James R. Ford and his wife, Helen Ford, and
R.C. Ford, Jr. and his wife, Grace Ford recorded in Deed Book 107, at page 469.

Deed dated November 12, 1968, from E.S. Rose and his wife, Alice Rose recorded
in Deed Book 113, at page 422.

Deed dated November 28, 1969, from the Owenton Municipal Housing
Commission recorded in Deed Book 120, page 563.

Deed dated January 8, 1976, from Charles Maurice Clements and his wife, Audrey
Clements recorded in Deed Book 133, at page 394.

Deed dated August 10, 1982, from Kraft, Inc. recorded in Deed Book 146, at page
219.

Deed dated September 24, 1987, from Owen County Industrial Development
Corporation recorded in Deed Book 155, at page 252.

Deed dated October 12, 1987, from the Owen County Board of Education
recorded in Deed Book 155, at page 366.

Deed dated November 30, 1987, from the Owen County Board of Education
recorded in Deed Book 155, at page 533.

Deed dated December 11, 1987, from Owenton Manor, Inc. recorded in Deed
Book 156, at page 11.

Deed dated January 13, 1988, from James Murphy and Teresa Murphy recorded
in Deed Book 156, at page 278.

Deed dated December 29, 1987, from Robert A. Rose and his wife, Mary F. Rose

and Euge