


CRrRIT LUALLEN
AubiTor oF PusLic AccounTs

The Honorable Gary W. Moore, County Judge/Executive
The Honorable Marilyn K. Rouse, Boone County Clerk
Members of the Boone County Fiscal Court

Report On Compliance And On Internal Control
Over Financial Reporting Based On An Audit Of The Financial
Statements Performed In Accordance With Government Auditing Standards

We have audited the financial statements - regulatory basis of the Boone County Clerk for the year
ended December 31, 2003, and have issued our report thereon dated July 23, 2004. This was a
special report on the County Clerk’s financial statements prepared in accordance with a basis of
accounting other than generally accepted accounting principles. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the Boone County Clerk’s financial
statements as of December 31, 2003, are free of material misstatement, we performed tests of
compliance with certain provisions of laws, regulations, contracts, and grants, noncompliance with
which could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance that are required to be reported under Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Boone County Clerk’s internal control
over financial reporting in order to determine our auditing procedures for the purpose of expressing
our opinion on the financial statements and not to provide assurance on the internal control over
financial reporting. Our consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control that might be material weaknesses. A
material weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements in amounts
that would be material in relation to the financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned
functions. We noted no matters involving the internal control over financial reporting and its
operation that we consider to be material weaknesses.
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Report On Compliance And On Internal Control

Over Financial Reporting Based On An Audit Of The Financial
Statements Performed In Accordance With Government Auditing Standards
(Continued)

This report is intended solely for the information and use of management and is not intended to be
and should not be used by anyone other than the specified parties.

Respectfully submitted,

e il
Crit Luallen

Auditor of Public Accounts

Audit fieldwork completed -
July 23, 2004



EXHIBITF

BOONE COUNTY WATER DISTRICT RATES
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2" MONTHLY USAGE RATES

THE DISTRICT BILLS MONTHLY.
METERS ARE READ EVERY MONTH.
BILLS ARE DUE ON THE 15TH OF THE
MONTH. THERE IS A TEN PERCENT
(10%) PENALTY FOR LATE PAYMENTS:

SCHEDULE A: All customers except multiple
occupancy buildings and mobile home parks.

BOONE COUNTY
WATER DISTRICT

First 3,000 Gallons
Next 2,000 Gallons
Next 5,000 Gallons

All over 10,000 Gallons

$15.45 Minimum Charge
$ 4.65 per 1,000 gallons
$ 4.40 per 1,000 gallons

$ 3.65 per 1,000 gallons

SCHEDULE B: Multiple Occupancy Buildings
and Mobile Home Parks.

First 3,000 Gallons
Next 2,000 Gallons
Next 5,000 Gallons
Next 140,000 Gallons

Next 150,000 Gallons

MONTH MINIMUM CHARGE BY METER

SIZE:

5/8” - 3/4” Meter
1” Meter

$15.45 Minimum Charge
$ 5.15 per 1,000 gallons
$ 4.65 per 1,000 gallons
$ 4.40 per 1,000 gallons
$ 3.65 per 1,000 gallons

3,000 gallons
5,000 gallons

HEBRON
e

1 - 1/2” Meter 9,000 gallons

2” Meter 11,000 gallons

3” Meter 21,000 gallons

4” Meter 29,000 gallons

6” Meter 100,000 gallons

Over 67 Meter 100,000 gallons

Meter Size Schedule A Schedule B

5/8” - 3/4” $ 15.45 $ 15.45

17 $24.75 $25.75 2475 BURLINGTON PIKE
1- 1/2” $ 42.35 $ 44.35 BURLINGTON, KENTUCKY 41005
2 $ 50.40 $ 53.40 - (859) 586-6155

3 $ 86.90 $ 97.40 (859( 586-5016 FAX

47 $116.10 $132.60

6” $375.23 $445.00 www.boonewater.com

QOwer 67 $375.23 $445.00



GENERAL INFORMATION FOR
ALL CUSTOMERS

THIS DOCUMENT HAS BEEN PREPARED
TO ANSWER FREQUENTLY ASKED
QUESTIONS. FOR SPECIFIC QUESTIONS
RELATING TO YOUR SERVICE, PLEASE
CONTACT A DISTRICT CUSTOMER
SERVICE REPRESENTATIVE.

OFFICE HOURS 8:00 AM TO 4:30 PM
MONDAY THRU FRIDAY

EMERGENCY ONLY AFTER HOURS:
586-6155

DEPOSITS: A MINIMUM DEPOSIT OF
$40.00 (WATER ONLY) AND $60.00
(WATER & SEWER) IS REQUIRED FOR
ALL NEW CUSTOMERS. THIS AMOUNT
IS REFUNDABLE AFTER 18 MONTHS
WITH INTEREST PROVIDED THE
ACCOUNT HAS BEEN MAINTAINED IN
A CURRENT STATUS THROUGHOUT
THE PERIOD.

BILLING: THE DISTRICT WILL READ
YOUR METER EVERY MONTH AND
WILL BILL MONTHLY.

WATER SERVICE: THE DISTRICT PRO-
VIDES ALL SERVICE RELATED TO YOUR
DRINKING WATER.

THE BOONE COUNTY TWATER
DISTRICT COMMISSIONERS MEETING
IS HELD THE 2ND MONDAY OF FACH
MONTH AT NOON AT THE DISTRICT
OFFICE LOCATED AT:

2475 BURLINGTON PIKE
BURLINGTON, KY 41004

SANITARY SEWER SERVICE: THE DIS-
TRICT PROVIDES NO SANITARY SEWER
SERVICES. THE INSTALLATION OF A
SEWER DEDUCT METER MAY PROVIDE
YOU A SAVINGS ON OUTSIDE WATERS.

A SANITARY SEWER BOND REPAYMENT
CHARGE IS PLACED ON YOUR BILL,
HOWEVER THE DISTRICT PROVIDES
THIS BILLING AS A SERVICE TO THE
BOONE COUNTY FISCAL COURT.

QUESTIONS REGARDING SANITARY
SEWER SERVICES AS PROVIDED BY
SANITATION DISTRICT NO. 1 MAY BE
DIRECTED TO THEM AT 859-578-7450.

QUESTIONS REGARDING SEWER
CHARGES BY THE CITY OF FLORENCE
MAY BE DIRECTED TO THEM AT
859-371-5414.

PLEASE VISIT OUR WEBSITE AT:

www.boonewater.com

YOU MAY ALSO EMAIL US WITH ANY
QUESTIONS OR COMMENTS AT:

boonewater@aol.com

TAP IN FEES
3/4” meter  $625.00
1” meter $825.00
2" meter ACTUAL COST - $1,500.00

DEPOSIT REQUIRED. CUSTOMER WILL
BE REFUNDED ANY DIFFERENCE IN
COST LESS THAN DEPOSIT AND BILLED
FOR ANY COST OVER DEPOSIT
AMOUNT. ALL METERS OVER 2" WILL
BE INSTALLED BY APPLICANT WITH
DISTRICT SUPERVISION.

RECONNECT FEE:

RECONNECT DURING NORMAL BUSINESS
HOURS (8:00 AM TO 4:30 PM) $25.00

RECONNECT AFTER NORMAL BUSINESS
HOURS $37.50

RETURN CHECK CHARGE:

FOR ANY CHECK RETURNED TO THE
DISTRICT AS UNCOLLECTIBLE $20.00

WHOLESALE/TANK SALES - $3.60 PER
1,000 GALLONS.

RURAL WATER DEBT SERVICE CHARGE
WILL BE AN ADDITIONAL $25.00 PER
MONTH ON TOP OF YOUR REGULAR
WATER BILL.



EXHIBIT G

CURRENT OPERATING AND MAINTENANCE AGREEMENT
BY AND BETWEEN BOONE COUNTY AND THE BOONE COUNTY WATER
DISTRICT




OPERATION AND MAINTENANCE AGREEMENT

THIS OPERATION AND MAINTENANCE AGREEMENT (the "Agreement"), dated
for reference purposes as of June 1, 2005, to be effective June ___, 2005, by and between
the COUNTY OF BOONE, KENTUCKY, (hereinafter called the "County") and the BOONE
COUNTY WATER DISTRICT, a water district created pursuant to Chapter 74 of the
Kentucky Revised Statutes (hereinafter called the "District");

WITNESSETH

WHEREAS, the County has determined to issue its General Obligation Public
Project Bonds, Series 2005 (Subdistrict B Water Line Project) (the "Bonds") in the principal
amount of $2,750,000, and to use the proceeds thereof to construct and install certain
water lines and appurtenant facilities as more fully described in Exhibit A attached hereto
(the "Project"); and

WHEREAS, in order to provide for the continued operation and maintenance of the
Project and to provide for the payment of a portion of the debt service on the Bonds from a
source other than the County's general fund, the District has determined to operate and
maintain the Project and to make certain annual payments to the County as set forth
herein.

NOW, THEREFORE, IT IS AGREED BETWEEN THE PARTIES HERETO AS
FOLLOWS:

Section 1. The County agrees to issue its general obligation bonds in a principal
amount of $2,750,000 and to use the proceeds thereof to construct and install the Project,
to be used only for public purposes. Such bonds shall mature no later than 30 years, as
determined by the County, from the date of issuance

Section 2. The District agrees to operate and maintain the Project, to be used only
for public purposes, for the period commencing June __, 2005 and ending June 30, 2006
or such earlier date as hereinafter provided. Unless and until terminated as provided
herein, this Agreement shall continue in effect from fiscal year to fiscal year. The
obligations of the County and the District under this Agreement shall be subject to either
party's annual right to terminate and no obligation hereunder shall constitute an obligation
in any future year. [f either party determines, for any reason, to exercise its annual right to
terminate this Agreement, effective on any June 30, such party must give written notice
thereof to the other party not later than the preceding May 31. In addition, either party
hereto may terminate this Agreement at any time by providing written notice thereof to the
other party at least ninety days prior to the termination date set forth in such notice. Upon
termination of this Agreement, any amounts required to be paid hereunder shall accrue
until the date of termination, at which time all such obligations shall cease to accrue.



The County agrees to set and the District agrees to collect rates and charges
(collectively, the "Project Revenues") for customers using the Project, as follows:
(a) The District's water service rates applicable to other customers of the District
that are not users of the Project (the "Service Charges"); plus

(b)  such dollar amount as may be established from time to time by the County
and communicated to the District in writing (the "Surcharge");

The Project Revenues shall be allocated as follows:

(a) The District shall deduct from the District Charges its cost of treated water and its
cost of operation and maintenance* ("O&M") of the District and the Project (cost of
operation and maintenance of the Project to be computed by multiplying the total
gallons used by customers of the Project times the O&M cost per 1,000 gallons) (the
"Adjusted Gross District Charges"); and

(b) The District shall remit the Adjusted Gross District Charges to the County which
shall be used by the County as follows:

1) to pay interest on the Bonds as scheduled,;

(ii)  to pay principal on the Bonds as scheduled;

(iii)  to reimburse the County for its accrued County Subsidy Payments (as
hereinafter defined);

(iv)  toredeem Bonds earlier than their scheduled maturity as is permitted by the
ordinance authorizing the Bonds.

*The O&M cost shall be adjusted each calendar year base on the then most recent audited O&M cost
for the prior calendar year as reported to the Kentucky Public Service Commission (the "PSC") by
the District in its annual report to the PSC.

Amounts payable by the District to the County shall be paid within thirty (30) days of receipt
thereof by the District

Notwithstanding that this Agreement is between the District and the County, all payments
due hereunder shall, if so requested by the County in writing, be made directly to the paying agent
bank for the Bonds (the "Paying Agent") for deposit in the Bond Payment Fund established in the
Ordinance authorizing the Bonds.



The County agrees that, if during any fiscal year (ending June 30) the Adjusted Gross District
Charges are not sufficient to meet the scheduled principal and interest payments on the Bonds, the
County will cover the deficiency with funds of the County (the "County Subsidy Payment").

Section 3. The Project referred to in this Agreement is located in Boone County, Kentucky,
and is more particularly described in Exhibit A attached hereto.

Section 4. The District represents and warrants that:

(a) It is a water district duly organized, validly existing, and in good standing under the
laws of the Commonwealth of Kentucky.

(b) It has the power and has been duly authorized to enter into this Agreement and
perform all of its obligations hereunder.

(c) The District is not subject to any contractual or other limitation or provision of any
nature whatsoever which in any way limits, restricts or prevents the District from entering into this
Agreement, or performing any of its obligations hereunder or thereunder; and the execution and
delivery of this Agreement, the consummation of the transactions contemplated hereby, and the
fulfillment of or compliance with the terms and conditions of this Agreement will not conflict with
or result in a breach of the terms, conditions or provisions of any restriction, agreement or instrument
to which the District is a party or by which it is bound, or constitute a default under any of the
foregoing, and will not violate any provision of law or regulation applicable to the District or any
court or administrative order or decree.

Section 5. The County represents and covenants that it has full power to execute and perform
this Agreement and the covenants and promises contained herein.

Section 6. The District hereby accepts the Project, as is, and the County makes no warranty
or representation, either express or implied, as to the value, design, condition, fitness for particular
purpose or fitness for use of any of the Project.

Section 7. The District will operate and maintain the Project in a manner substantially
consistent with the laws of the Commonwealth of Kentucky regarding water distribution Projects and
in a manner which will substantially effectuate the public purposes of Chapters 74 and 96 of the
Kentucky Revised Statutes.

Section 8. The District covenants and agrees with the County that the District shall during
the term of this Agreement keep and maintain the Project and all parts thereof in good condition and
repair, ordinary wear and tear excepted, including, but not limited to, the furnishing of all parts,
mechanisms and devices required to keep the Project in good mechanical and working order. The
District shall keep the Project in substantial compliance with all applicable governmental regulations



and requirements, and in each case the District shall make all replacements and repairs necessary in
connection therewith.

Section 9. The District shall have and is hereby given the right, at its sole cost and expense,
to make such additions, improvements, changes and alterations in and to any part of the Project as
the District from time to time may deem necessary or advisable; provided, however, that the District
shall not make any addition, change or alteration which would change the character of the Project as
a water distribution Project. All additions, changes and alterations made by the District pursuant to
the authority of this Section shall (a) be made in a workmanlike manner and in substantial
compliance with all laws and ordinances or resolutions applicable thereto, (b) when commenced, be
prosecuted to completion with due diligence without delay or abatement in the District's payments
due hereunder, and (c¢) when completed, be deemed a part of the District's Water System (the
"System").

Section 10. The District shall neither do nor permit others under its control to do any work in
or about the Project or related to any repair, rebuilding, restoration, replacement, alteration of or
addition to the Project, or any part thereof, unless District shall have first procured and paid for all
requisite municipal and other governmental permits and authorizations. All such work shall be done
in a good and workmanlike manner and in substantial compliance with all applicable building,
zoning, and other laws, ordinances, governmental regulations and requirements and in accordance
with the requirements, rules and regulations of all insurers under the policies required to be carried
under Section 13 hereof.

Section 11. Except as provided in Section 2 hereof, the District shall be responsible for
establishing fees and charges (including any surcharge to customers of the District using the Project)
for the use by the public of the System (including the Project), subject to any limitations provided by
law.

Section 12. Notwithstanding anything herein to the contrary, the District, for the benefit of
the County and each holder of the Bonds, hereby represents that it has not taken, or permitted to be
taken on its behalf, and agrees that it will not take or permit to be taken on its behalf, any action
which would adversely affect the excludability from gross income of the interest on the Bonds for
federal income tax purposes, and that it will make and take, or require to be made and taken, such
acts and filings as may from time to time be required under the Internal Revenue Code of 1986, as
amended, to maintain such excludability from gross income.

Section 13. The County shall have reasonable access and the right to inspect, examine and
make copies of the books, records, accounts, tax returns and other such financial information of the
District.

Section 14. The District shall obtain insurance with respect to the Project issued by an
insurer or insurers and on policy forms in such amounts which are customary with the District for



facilities which are similar to the Project, against loss or damage from theft, fire, vandalism and other
events covered by uniform standard extended coverage endorsements approved by the insurance
regulatory authority in the Commonwealth of Kentucky. The District may alternatively insure such
property under a blanket insurance policy or policies which cover not only such property but other
properties.

Each insurance policy provided for in the preceding and following paragraphs shall contain a
provision to the effect that the insurance company shall not cancel the same without first giving
written notice thereof to the County at least thirty (30) days in advance of such cancellation.

The District shall also carry public liability insurance with reference to the Project with one
or more reputable insurance companies duly qualified to do business in Kentucky, for death or bodily
injury and property damage in amounts which are customarily carried for water districts which are
similar to the District. The County shall be made an additional insured under such policies. Such
public liability insurance may be by blanket insurance policy or policies.

The parties hereto recognize that continued inflation, the emergence of new risks, and various
other factors foreseeable or unforeseeable may at some future time cause the insurance coverages
required by this Agreement to become inadequate in face amount or the type of risks insured against.

The District hereby covenants with the County that throughout the life of this Agreement the District
shall keep the Project continuously insured against such risks as are customarily insured against by
the District, and in such amounts as would be customarily maintained, by businesses of like size and

type.

Section 15. If the Project is destroyed (in whole or in part) or is damaged by fire or other
casualty, the District shall promptly replace, repair, rebuild or restore the property damaged or
destroyed to substantially the same condition as existed prior to the event causing such damage or
destruction, with such changes, alterations and modifications including the substitution and addition
of other property as may be desired by the District and as will not impair the operation of the Project
or change its character and the District will apply for such purpose so much as may be necessary of
any net proceeds of insurance resulting from claims for losses, under the insurance policies required
to be carried herein, resulting from such damage.

Section 16. The County and its duly authorized representatives and agents, reserve the right
to enter the Project at all reasonable times during the term of this Agreement for the purpose of (a)
examining and inspecting the same, including the construction, installation and equipping thereof
and (b) performing such work in and about the Project made necessary by reason of the District's
default under any of the provisions of this Agreement. The County shall also have the right at all
reasonable times to examine the books and records of the District.

Section 17. This Agreement is made on condition that if (each of the following events being
deemed an "Event of Default" under the provisions of this Agreement):



(a) the District fails to punctually make any payment required hereunder as the
same becomes due; or

(b) the District fails to observe, keep or perform any other covenant or obligation
herein contained on the District's part to be observed, kept or performed, and the District fails
to remedy the same within thirty (30) days after the County has given the District written
notice specifying such failure and requesting that it be remedied; or

(©) the District vacates or abandons the Project; or

(d) any representation or warranty by the District contained in this Agreement or
in any certificate or instrument delivered by the District pursuant to this Agreement is false or
misleading in any material respect;

then the County may at its election then or at any time thereafter, and while such default shall
continue, give the District written notice of intention to terminate this Agreement on a date specified
therein, which date shall not be earlier than ten (10) days after such notice is given, and, if all
defaults have not then been cured, on the date so specified, the District's rights to operation of the
Project shall cease and this Agreement shall thereupon be terminated, and the County may re-enter
and take possession of the Project.

Section 18. Ifthe District shall fail to keep or perform any of its obligations as provided in
this Agreement in respect of (a) maintenance of insurance, (b) payments required hereunder, (c)
repairs and maintenance of the Project, (d) substantial compliance with legal or insurance
requirements hereunder, (e) keeping the Project lien free, or in the making of any other payment or
performance of any other obligation so to do) upon the continuance of such failure on the District's
part for thirty (30) days after written notice of such failure is given to the District by the County and
without waiving or releasing the District from any obligation hereunder, as an additional but not
exclusive remedy, the County may make any such payment or perform any such obligation, and all
sums so paid by the County and all necessary incidental costs and expenses incurred by the County in
performing such obligation shall be deemed additional amounts due and payable by the District and
shall be paid to the County, and if not so paid by the District, the County shall have the same rights
and remedies as provided for in the case of default by the District in the payment of amounts due
under Section 2 hereof.

Section 19. The District shall indemnify and hold the County, its officers, directors, agents
and employees harmless against and from all claims by or on behalf of any person, firm or
corporation arising from the conduct or management of, or from any work or thing done on the
Project during the term of this Agreement, and against and from all claims arising during the term of
this Agreement from (a) any condition of the Project caused by the District, (b) any breach or default
on the part of the District in the performance of any of its obligations under this Agreement, (c) any



act of negligence of the District or of any of its agents, contractors, servants, employees or licensees,
and (d) any act of negligence of any agents, contractors, servants, employees or licensees of the
District in connection with the construction, installation, furnishing, equipping, management or
operation of the Project during the term of this Agreement. Any indemnified party seeking to
enforce the above indemnity shall give the District written notice of and the opportunity to defend
any claims with respect to which indemnity is sought to be enforced hereunder, in which event the
District shall either (i) employ counsel reasonably acceptable to such party to defend such claims and
pay all costs and expenses in connection with such defense, or (ii) permit such party to defend such
claims itself through counsel of its own choosing in which event the District shall indemnify and
hold such party harmless from and against all reasonable costs and expenses incurred in or in
connection with any action or proceeding brought with respect to such claims. Upon notice from
such party in any such action or proceeding, if the District fails or refuses to proceed under option (i)
above, the District shall be deemed to have agreed that such party may proceed under option (ii)
above.

Section 20. Upon payment in full of the Bonds, the County, so long as no event of default by
the District hereunder has occurred and is continuing, will immediately transfer all of its right, title
and interest in and to the Project to the District.



IN TESTIMONY WHEREOF, the District has caused this instrument to be executed for and
on its behalf by its Chairman and attested by its Secretary and the County has caused this instrument
to be executed for an on its behalf by its Judge/Executive and attested by its Fiscal Court Clerk, as of
the date first above written.

COUNTY OF BOONE, KENTUCKY

Judge/Executive

ATTEST:

Fiscal Court Clerk

BOONE COUNTY WATER DISTRICT

Chairman

ATTEST;

Secretary



EXHIBIT A

Description of Project



EXHIBIT B

Project Site



