
a LOUISVILLE WATER COMPANY 

5 5 0  S O U T H  T H I R D  S T R E E T  L O U I S V I L L E ,  K E N T U C K Y  4 0 2 0 2  

T E L  5 0 2 - 5 6 9 - 3 6 0 0  F A X  5 0 2 - 5 6 9 - 0 8  1 5  

June 6,2003 

The Hon. Joe Sohm, 
Mayor 
City of Shepherdsville 
P.O. Box 400 
Shepherdsville, KY 40165 

RE: Amendment to the Asset Acquisition Agreement between 
City of Shepherdsville and LWC 

Dear Mayor Sohm: 

This is to document the amendment to the Asset Acquisition Agreement between 
the City of Shepherdsville and LWC, which representatives of the Louisville 
Water Company and you discussed in a meeting last week. 

Specifically, in order for Louisville Water Company to meet its commitment to 
serve customers of the former Shepherdsville water system equally with similarly - - 

situated LWC customers under LWC Service Rules and Regulations, as that 
commitment was set out in paragraph M of Section 10 of the Asset Acquisition 
Agreement executed by the City of Shepherdsville and Louisville Water 
Company on December 23,2002, Louisville Water Company and the City of 
Shepherdsville hereby agree that Louisville Water Company will assess its 
system development charge (SDC) on all new water mains installed AFTER the 
date of execution of the Asset Acquisition Agreement (December 23, 2002), and 
that all fire service connections (regardless of when they are installed) and all 
connections to mains which were in service prior to December 23, 2002, shall be 
exempt from the SDC. 

To the extent that this amendment affects Exhibit R to the Asset Acquisition 
Agreement, Exhibit R is also amended. Specifically, for all three of the 
subdivisions listed at Exhibit R, Autumn Leaf, the Pointe, and River Oaks, LWC 
shall charge its standard meter fee of $450.00 for a % inch meter. Additionally, 
for the Autumn Leaf subdivision only (for which subdivision LWC had previously 
agreed in Exhibit R to deposit in the Shepherdsville Reserve Fund $350.00 per 
application for the remaining 69 meter sets previously installed by Shepherdsville 
(totaling $24,150.00) and $800.00 per application for the listed lots in which 
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meters have been installed but no applications have yet been received (totaling 
$7,200.00), for a combined total deposit to the Shepherdsville Reserve Fund of 
$31,350.00)) LWC expressly agrees to honor its commitment to deposit that 
$31,350.00 in the Shepherdsville Reserve Fund, despite the fact that pursuant to 
this. amendment LWC shall be charging its standard meter fees for the Autumn 
Leaf subdivision. 

I trust that this "letter agreement" accurately sets out those points upon which 
agreement to amend the Asset Acquisition Agreement executed December 23, 
2002, was reached. If you find this letter agreement acceptable, please sign and 
return one of the two originals provided to you to the Louisville Water Company. 

Sincerely, I A 

Huber, President 
Louisville Water Company 

Have Seen and Agree: - -- . - .. - - - 

City of ShepherdsviHe 

Approved as to-m: 



ASSET ACQUISITION AGREEMENT 

This Asset Acquisition Agreement, hereafter "Asset Acquisition 

Agreement" or "Agreement" is entered into this 23rd day of December, 2002, by 

and between 

CITY OF SHEPHERDSVILLE u ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ \ ~ ~ ~ f l  

A Municipality 
City Hall 
Post Office Box 400 
Shepherdsville, Kentucky 401 65  

AND 

LOUISVILLE WATER COMPANY 

A Municipaliy Owned Corporation 
Governed by the Board of Water Works 
Pursuant to KRS 96.230 through 96.310 
550 South Third Street 
Louisville, Kentucky 40202 

WHEREAS SHEPHERDSVILLE and LWC executed a certain Letter of 

Intent dated April 2, 2002 governing LWC1s proposed acquisition of 

SHEPHERDSVILLE1s water system; 

WHEREAS, SHEPHERDSVILLE and LWC (as  successor in interest to the 

Kentucky Turnpike Water District) have in place a water  Purchase Agreement 

dated November 3, 1988 with an expiration date of October 5 ,2016 ,  whereby 

LWC has wholesaled water to SHEPHERDSVILLE; 

WHEREAS, SHEPHERDSVILLE and LWC (as  successor in interest to the 

Kentucky Turnpike Water District) have in place a Water Purchase Agreement 



dated March 25, 1993 and extended by agreement of the  parties on April 2, 1998 

for a n  additional five (5) year term; 

WHEREAS, LWC and SHEPHERDSVILLE now desire to  enter into the  

Asset Acquisition Agreement anticipated by and described in t h e  Letter of Intent. 

NOW, THEREFORE, the  parties agree  a s  follows: 

Section One - Definitions for this Asset Acquisition Agreement 

As used in this Asset  Acquisition Agreement, the following terms have the  

following meanings: 
"Assets" shall mean  all of SHEPHERDSVILLE's water  system property, real 

and personal, tangible and intangible, including, but not limited to  the distribution 

system, pump stations, storage tanks, equipment, materials, cellular 

communication leases, real and personal property, e a s e m e n t s ,  lien rights, 

developer contracts, tapping fee contracts, leases, contracts, grants,  pending 

grants, construction reserve funds, operating reserve funds, accounts  receivable, 

licenses, rights to  serve ,  if any, and promissory notes t o  be owned by LWC in this 

Asset Acquisition Agreement, a comptete inventory of which h a s  been reviewed 

and agreed to by the  parties and is included at Exhibit B and incorporated herein 

by reference. 

"Excluded Assets7' shall mean all of SHEPHERDSVILLE1s water  sys tem 

property, real and personal, tangible and intangible, including, but not limited to 

the distribution system, pump stations, s torage tanks,  equipment, materials, 

cellular communication leases ,  real and personal property, easements ,  lien 

rights, developer contracts, tapping fee contracts, leases, contracts,  grants ,  

pending grants,  construction reserve funds, operating reserve funds, accounts  

receivable, licenses, rights to serve ,  if any,  and promissory no tes  NOT t o  be 

owned by LWC in this Asset  Acquisition Agreement, a complete list of which is 

included a t  Exhibit B1 and incorporated herein by reference. 



"Liabilities" shall mean all of SHEPHERDSVILLE1s water system liabiiities, 

known, unknown or contingent, including but not limited to debt and the 

contractual obligations of SHEPHERDSVILLE, to be assumed by LWC in this 

Asset Acquisition Agreement, a complete list of which known liabilities has been 

reviewed and agreed to by the parties and is included at Exhibit C and 

incorporated herein by reference. 

"CZosing Date" shall mean the date at which LWC takes possession of the 

assets and responsibility for operation of SHEPHERDSVILLEJs water system, no 

later than thirty calendar days after execution of this Asset Acquisition 

Agreement; this Closing Date and the date of execution of the Asset Acquisition 

Agreement may be extended in writing by mutual agreement of the parties. 

"Employees" shall mean those six persons employed full-time at 

SHEPHERDSVILLE at the time of execution of the Letter of Intent, plus any 

additional person(s) hired after that date but before the Closing Date, if any such 

additional person(s) were hired with the approval of the LWC; names of those 

employees are included at Exhibit D and incorporated herein by reference. 

"Letter of Intent" shall mean that document executed by SHEPHERDSVI LbE 

and LWC on April 2, 2002 on the subject of acquisition of the assets of 

SHEPHERDSV1LLE1s water system, and any amendments to that Letter of 

Intent, which are included in this Asset Acquisition Agreement at Exhibit A 

(Statement) and Exhibit A1 (Amendments), respectively, 

Section Two -- Asset Acquisition 

Upon  the terms and conditions contained in this Asset Acquisition Agreement 

and for good and valuable consideration as outlined in this Asset Acquisition 

Agreement, the sufficiency of which is acknowledged by the parties through their 



assent to this Asset Acquisition Agreement and evidenced by their signatures 

hereinbelow, LWC and SHEPHERDSVILLE agree that LWC is to acquire the 

assets listed at  ~xhibi t  B(excluding the excluded assets listed at Exhibit Bt), and 

the liabilities (including but not limited to the known liabilities listed a t  Exhibit C) of 

the Shepherdsville water system. 

A. Terms 

This Asset Acquisition Agreement includes the conveyance to LWC of all 

assets  owned by SHEPMERDSVILLE, as the term "assets" is defined for 

this Asset Acquisition Agreement and as those assets are listed in Exhibit 

B, excluding the "excluded assets" a s  that term is defined for this Asset 

Acquisition Agreement and as those assets  are listed in Exhibit €5'1, as well 

a s  the assumption of all liabilities from SHEPHERDSVILLE, a s  the  term 

"liabilities" is defined for this Asset Acquisition Agreement and as those 

liabilities are listed in Exhibit C. As a result of this acquisition and after the 

Closing Date, LWC shall be responsible for water service, management, 

administration and ownership of the following: 

SHEPHERDSVlLLE water service areas, a s  shown in Exhibit E; 

SHEPHERDSVILLE Assets including those Assets shown in 

Exhibit B and excluding those Excluded Assets shown ir! Exhibit 

B1; 

SHEPHERDSVILLE customer accounts as shown in Exhibit J; 

and 

0 SHEPHERDSVILLE Liabilities including, but not limited to those 

Liabilities shown in Exhibit C. 

B. Consideration 

In consideration for the asset  acquisition, LWC agrees to install, pursuant 

to the tentative schedule of system improvements at  Exhibit F and system 

development improvements a t  Exhibit G,  certain improvements within the 



SHEPHERDSVILLE water service area in Bullitt County. The 

improvements shalt be known collectively as the Shepherdsville Water 

Improvement Program (SWIP), and shall include the following: 

Exhibit F: $1.6M (estimated) in System Improvements 

Exhibit G: Additional System Development Improvements 

LWC agrees to install water system capital improvements in 

Shepherdsville's water system to bring that water system up to LWC's 

standards, as described in Exhibit F, with those improvements to be 

funded by a Shepherdsville Reserve Fund which Fund shall consist of the 

Shepherdsville rate capacity (with rate capacity being defined as the 

difference between then-current LWC rates and the frozen Shepherdsville 

water rates) as well as any grants or low-interest loans which may be 

awarded for projects in the former City of Shepherdsville service area. 

Both LWC and Shepherdsvilte pledge to work cooperatively with each 

other and with any and all third parties to obtain any such grants or low 

interest loans. LWC and Shepherdsville estimate, based on currently 

available information, that Shepherdsville rates will be equalized with then- 

current LWC rates within four to seven years from the date of execution of 

this AGREEMENT, 

LWC further agrees to provide water system development improvements 

as described in Exhibit G,  with those improvements to be funded by a 

system development charge to be assessed, collected and administered 

in a manner consistent with LWC's assessment, collection and 

administration of the system development charge in the rest of LWC's 

service area. The parties acknowledge that LWC reviews that system 

development charge from time to time and that LWC makes 

recommendations to its Board of Water Works from time to time as to the 

amount of that system development charge. 



improvements and liabilities, including but not limited to those 

improvements and liabilities se t  out at  Exhibit F and Exhibit C, to this 

Asset Acquisition Agreement, respectively, related to the operation of 

SHEPHERDSVlLLE water system will b e  funded from the Shepherdsville 

Reserve Fund. 

Section Three - SHEPHERDSVILLE Assets and Liabilities 

Pursuant to the terms of this Asset Acquisition Agreement, on the Closing Date, 

SHEPHERDSVILLE shall convey, assign and deliver to LWC and LWC agrees  to  

accept from SHEPHERDSVILLE any and all assets  including those listed in 

Exhibit B and excluding those listed as Excluded Assets in Exhibit B l ,  and 

SHEPHERDSVILLE shall convey, assign and deliver to LWC and LWC agrees  to 

accept any and all liabilities including those listed in Exhibit C. 

A, Title and Possession 

SHEPHERDSVILLE shall deliver title and possession of assets  t o  LWC on 

the Closing Date. In addition, SHEPHERDSVILLE through its Mayor or 

other authorized representative shall execute instruments of transfer of all 

or any portion of the assets, such a s  deeds, bills of sale, and other 

instruments in writing a s  may be reasonably requested by LWC with LWC 

to prepare said instruments and the Mayor or Authorized Representative 

of SHEPHERDSVILLE to sign said instruments within ninety (90) days  

after the Closing Date, as further specified in this Asset Acquisition 

Agreement a t  Section Eight, Paragraph A, subsection 3. 

SHEPHERDSVlLLE further agrees to cooperate with preparation and  

execution of any additional written instruments of transfer a s  may b e  

reasonably requested after the Closing Date with respect to specific 

assets  being acquired by LWC hereunder, where the need for such  

instrument may later appear (for example, an overlooked water line 

easement of record later discovered or an assignment of a specific 



contract right deemed desirable at a later date in order to enforce same). 

SHEPHERDSVILLE and LWC agree that LWC will prepare any such 

additional written instruments of transfer and that the Mayor or authorized 

representative of SHEPHERDSVILLE will sign any such additional 

instruments. 

B. Audited Financial Statements 

SHEPHERDSVILLE has furnished, and LWC has reviewed and found 

satisfactory 2001 Audited Financial Statements for SHEPHERDSVILLE 

water system, prepared in conformity with generally accepted accounting 

principles (GAAP); SHEPHERDSVILLE will furnish to LWC on the Closing 

Date semiannual (January I through June 30, 2002) unaudited Financial 

Statements for SHEPHERDSVILLE, prepared in conformity with generally 

accepted accounting principles (GAAP) and paid for by LWC. Copies of 

the 2001 Audited Financial Statements are Exhibit I and incorporated 

herein by reference; SHEPHERDSVILLE represents and warrants those 

2001 Audited Financial Statements to be complete and prepared from 

SHEPHERDSV1LLE1s water system books and records. Copies of the 

semiannual (January I through June 30, 2002) unaudited Financial 

Statements for SHEPHERDSVILLE shall be furnished by 

SHEPHERDSVILLE to LWC on the Closing Date and made a part of 

Exhibit I at that time. 

C. Schedule of Assets 

SHEPHERDSVILLE has furnished, and LWC has reviewed and found 

satisfactory a schedule of assets, a copy of which is Exhibit B and 

incorporated herein by reference. SHEPHERDSVILLE has also furnished, 

and LWC has reviewed and found satisfactory a schedule of excluded 

assets, a copy of which is Exhibit B1 and incorporated herein by 

reference. 



D. Liabilities 

SHEPHERDSVILLE has furnished, and LWC has reviewed and found 

satisfactory a list of known liabilities, which is Exhibit C and incorporated 

here by reference. 

E. Customer List 

SHEPHERDSVILLE has furnished, and LWC has reviewed the 

SHEPHERDSVILLE list of customers, which is Exhibit J and incorporated 

herein by reference. 

Section Four -- Taxes 

Any federal, state or local taxes or assessments of any kind or description 

assessed against the assets or SHEPHERDSVILLE's operation of those assets 

and attributable to the period prior to the Closing Date are and will remain the 

sole responsibility and obligation of SHEPHERDSVILLE to be paid out of the 

Shepherdsville Water Reserve. Sales, use, transfer, purchase and documentary 

taxes, if any, payable by reason of the transactions required to fulfiil the terms of 

this Asset acquisition Agreement and due at the Closing Date shall be the 

responsibility and obligation of SHEPHERDSVILLE, to be paid out of the 

Shepherdsville Water Reserve. Any and all taxes, sales, use or otherwise, 

assessed on the assets or the operation thereof, upon or after the Closing Date 

shall be the sole responsibility and obligation of LWC to be paid out of the 

Shepherdsville Water Reserve. 

Section Five - Execution of the Asset Acquisition Agreement 

and Closing Date 
Execution of the Asset Acquisition Agreement shall take place on or before 

December 23,2002. The Closing shall take place at the corporate offices of the 

Louisville Water Company, 550 S. Third Street, Louisville, KY 40202, at the hour 



of 3:00 p.m., E.D.T. on a date fixed by agreement of the parties. The Closing 

Date may be extended in writing by mutual agreement of the parties. 

Section Six -- SHEPHERDSVILLE's Representations and 

Warranties 
A. Authority 

SHEPHERDSVILLE represents and warrants that it owns the municipal 

water system, validiy existing and in good standing under the laws of the 

Commonwealth of Kentucky, having full power and authority to own the 

assets and to conduct the water distribution business as and where such 

business has and is now being conducted. 

8, Title and Authority to Convey 

SHEPHERDSVILLE represents and warrants that it has good and 

marketable title to all of its assets (listed at Exhibit B to this Asset 

acquisition Agreement and incorporated herein by reference), and, upon 

conveyance of same to LWC, each of the assets listed at Exhibit 6 will be 

free and clear of all claims, mortgages, security interests, equities, 

restrictions, liens, encroachments, pledges, options, purchase rights, 

charges or encumbrances of any kind, except those already disclosed to 

LWC: that it has the right to sell and convey the assets, make any 

necessary assignments, and convey the right to deliver water in 

SHEPHERDSVILLE water system without referendum or further approval 

of any other governmental agency or entity; and, that it has the full right, 

power, authority and capacity to execute, deliver and perform this Asset 

Acquisition Agreement in accord with its terms, which approval is 

evidenced by Resolution of the City of Shepherdsville at Exhibit K and 

incorporated herein by reference. This Asset Acquisition Agreement 

constitutes a legal, valid and binding obligation on SHEPHERDSVILLE. 



C. Operating System 

SHEPHERDSVILLE represents and warrants that all the assets (listed at 

Exhibit B to this Asset Acquisition Agreement and incorporated herein by 

reference) are in working order, ordinary wear and tear excepted, 

sufficient to enable LWC to provide water service to SHEPHERDSVILLE's 

customers without interruption in service. 

D. Environmental Matters 

SHEPHERDSVILLE represents and warrants that to the best of its 

knowledge there are no toxic, hazardous or carcinogenic substances or 

wastes disposed, stored or present on, in or under any of the assets to be 

transferred to LVVC under the terms of this Asset Acquisition Agreement. 

SHEPHERDSVILLE further represents that it has not arranged for the 

shipment of any toxic substances and/or wastes, hazardous substances 

andlor wastes, or carcinogenic substances andlor wastes, other than 

those SHEPHERDSVILLE lists at Exhibit L. SHEPHERDSVILLE also 

represents that it has not arranged for the treatment, processing, 

recycling, reclamation, reprocessing, storage or disposal at any site listed 

on the National Priorities List, any Kentucky State Superfund Site, or any 

facility not duly authorized and permitted to accept and treat, process, 

recycle, reclaim, reprocess, store or dispose of such substances and 

wastes. 

E. Financial Statements  '1 

SHEPHERDSVILLE has furnished, and LWC has reviewed and found 

satisfactory 2001 Audited Financial Statements foi- SHEPHERDSVILLE 

prepared in conformity with generally accepted accounting principles 

(GAAP), which Statements SHEPHERDSVILLE represents and warrants 

to be true, correct and complete and prepared from SHEPHERDSVILLE1s 

water system books and records all of which are Exhibit 1 and incorporated 

herein by reference; SHEPHERDSVILLE will furnish to LWC on the 



Closing Date semiannual (January I through June 30, 2002) unaudited 

Financial Statements for SHEPHERDSVILLE, prepared in conformity with 

generally accepted accounting principles (GAAP) and paid for by LWC. 

Copies of the semiannual (January 1 through June 30,2002) Audited 

Financial Statements for SHEPHERDSVILLE shall be furnished by 

SHEPHERDSVlLLE to LWC on the Closing Date with 

SHEPHERDSVILLE's warranty that the Statements are true, correct and 

complete and prepared from SHEPHERDSVILLE's water distribution 

books and records. 

F. Litigation (Pending and Anticipated) 

SHEPHERDSVILLE represents and warrants that there are no claims, 

actions, suits, arbitrations, mediations, proceedings or investigations, 

administrative, judicial or otherwise, pending, or, to the best of 

SHEPHERDSVILLE's knowledge, threatened, administrative, judicial or 

otherwise, affecting the SHEPHERDSVILLE water distribution system 
. operations or SHEPHERDSVILLE1s ownership or possession of the 

assets, that have not been disclosed to LWC. 

G. Customer List and Metering 

SHEPHERDSVILLE represents and warrants that all users of water 

connected to the SHEPHERDSVILLE distribution system, are listed as 

SHEPHERDSVlLLE customers on the customer list at Exhibit J, 

incorporated herein by reference, and, further, that those customers, 

including all governmental facilities, are metered, with the exception of the 

list of unmetered customers, at Exhibit M. After the Asset Acquisition 

Agreement is executed, LWC will instail meters for water usage including, 

but not limited to meters for fire services, for any unmetered customers, 

with the cost of insta'llation of any such meters to be funded by the 

Shepherdsville Water Reserve. LWC will continue to bill existing City of 

Shepherdsville facilities at the then-current LWC wholesale rate until 



Shepherdsville rate equalization occurs, and LWC will continue to bill 

existing fill stations and quarter machines at the then-current LWC 

wholesale rate until Shepherdsville rate equalization occurs, with the 

understanding that the LWC wholesale rate is not "frozen" but, rather, that 

it will be billed at the then-current LWC wholesale rate approved by the 

Board of Water Works. LWC and Shepherdsville agree that if any 

additional City of Shepherdsville facilities should be built prior to rate 

equalization, then all such City of Shepherdsville facilities involved directly 

in providing city services shall be included as "existing City of 

Shepherdsville facilities" for this Agreement. LWC and Shepherdsvilie 

agree that after the rate equalization occurs, existing City of 

Shepherdsville facilities and existing fill stations and quarter machines 

shall be billed at the then-current LWC retail rates, approved by the Board 

of Water Works. 

Section Seven -- LWC's Representations and Warranties 

A. Valid Existence 

LWC represents and warrants that it is a municipally-owned Kentucky 

corporation, validly existing and in  good standing, acting hereunder 

through the authority of the Board of Water Works, established pursuant to 

KRS Sections 96.230 through 96.31 0. 

5. Authority 

LWC has full right, power and authority to execute this Asset Acquisition 

Agreement and to perform the terms and conditions contained herein 

without further approval of any governmental agency or entity, other than 

the approval of its own Board of Water Works, which approval is 

evidenced by Resolution of the Board of Water Works at Exhibit N and 



incorporated herein by reference. This Asset Acquisition Agreement 

constitutes a legal, valid and binding obligation for LWC. 

Section Eight - Due at Closing 

A. Due from SHEPHERDSVlLLE to LWC 

Unless LWC produces a written waiver of any item listed herein, 

SHEPHERDSVILLE shall deliver to LWC at closing the following: 

I. A document evidencing in writing to LWC the exclusive authority 

if there be any such exclusive authority granted to 

SHEPHERDSVILLE, to provide water service to the properties 

and residents of SHEPHERDSVILLE; 

2. A general warranty deed for any real property owned by 

SHEPHERDSVILLE (and listed in the schedule of assets at 

Exhibit B) to be prepared by LWC, said deed to be duly . 
executed, acknowledged and delivered by SHEPHER~SVILLE 

conveying to LWC marketable fee simple title to such real 

property at the closing; 

3. All of SHEPHERDSVlLLE's title and ownership interest (and 

any other interest in real property held by Shepherdsville and 

listed in the schedule of assets at Exhibit B). The parties agree 

that any deed or deeds transferring to LWC all of 

SHEPHERDSVILLE's title and ownership interest in a n d  to 

easements of record, used andlor acquired by 

SHEPHERDSVILLE to install andlor maintain water distribution 

facilities (which facilities are among the assets transferred to 

LWC in this Asset acquisition Agreement) shall be prepared by 

LWC and signed by SHEPHERDSVILLE mayor or authorized 

representative within ninety (90) days of the Closing Date; 



4. All of SHEPHERDSVILLE1s title and ownership interest and any 

other interest in personal property, tangible or intangible. T h e  

parties agree  that any bill of sale for personal property (tangible 

or intangible) (which personal property is among the as se t s  

transferred to LWC in this Asset  Acquisition Agreement), shall 

b e  prepared by LWC and signed by SHEPHERDSVILLE Mayor 

or authorized representative within sixty (60) days of the  Closing 

Date; 

5. An inventory, taken by LWC in the  presence of a 

SHEPHERDSVILLE representative n o  later than 30 days  in 

advance of the  Closing Date, detailing all materials and supplies 

on hand and to be included within the  a s s e t s  in the Schedule of 

Assets (except to the extent those  materials and supplies o n  

hand a re  installed or consumed in t h e  ordinary course of 

SHEPHERDSVILLE1s business prior to the  Closing Date) which 

is Exhibit B to this Asset Acquisition Agreement and 

incorporated herein by reference; 

6. All customer records (including the  customer list described in 

Section Three,  Paragraph E a n d  s e t  out  in Exhibit J), a n d  

engineering and supplier records relating t o  SHEPHERDSVILLE 

water system, including but not limited to a list of all 

SHEPHERDSVILLE customers, wholesale and retail, current as 

of Che date  of the  closing and in a form satisfactory to LWC; 

7. Possession of the  a s se t s  detailed in t h e  Schedule of Asse t s  a t  

Exhibit 6; 

8. Written affirmation of SHEPHERDSVILLE's representations a n d  

warranties; 

9. A certified copy of SHEPHERDSVILLE1s Resolution authorizing 

SHEPHERDSVILLE to enter into a n d  perform the terms of this 

Asset  Acquisition Agreement and further authorizing its Mayor 



or authorized representative to execute this Asset Acquisition 

Agreement on behalf of SHEPHERDSVILLE; 

10.An opinion from SHEPHERDSVILLE1s counsel, satisfactory in 

form to LWC, as to matters set forth in Section Six of this Asset 

Acquisition Agreement - SHEPHERDSVILLE's Representations 

and Warranties; 

11 .A list of all pending legal actions, including administrative, 

regulatory, civil, criminal and any other legal actions to which 

SHEPMERDSVILLE's water system is a party, as well a s  a list 

of all agreements, including but not limited to contracts, to which 

SHEPHERDSVILLE1s water system is a party; 

12. Any such other documentation, at the closing or later if 

requested, as may be reasonably necessary to effect 

consummation of the transactions contemplated by andlor 

required by this Asset Acquisition Agreement, including, but not 

limited to, transfer from SHEPHERDSVILLE to LWC of title to 

and ownership of the water distribution facilities and 

appurtenances thereto. 

B. Due from LWC to SHEPHERDSVILLE 

Unless SHEPHERDSVILLE produces a written waiver of any item listed 

herein, LWC shall deliver to SHEPHERDSVILLE at closing the following: 

I .  A certified copy of LWC1s Board of Water Works' Resolution 

authorizing LWC1s president to enter into and perform the terms 

of this Asset Acquisition Agreement, including acceptance of 

assets and liabilities listed in Exhibits B and C, respectively, 

pursuant to the terms of this Asset Acquisition Agreement; 

2. A final offer of employment to each of the SHEPHERDSVILLE 

employees iisted at Exhibit D,  offer contingent on execution of 

this Asset acquisition Agreement; said offer to include a position 



description, salary range, starting salary and provisions for 

leave and benefits; 

3. An opinion from LWC's counsei, satisfactory in form to 

SHEPHERDSVILLE, as to matters set forth in Section Seven of 

this Asset Acquisition Agreement - LWC's Representations and 

Warranties. 

4. Written affirmation of LWC1s representations and warranties. 

Section Nine - Defaults 
A. Default by Either LWC or  SHEPHERDSVlLLE or Both 

If the Asset Acquisition Agreement is not executed at the request of either 

of the parties or by mutual agreement of the parties, each party shall be 

solely responsible for its own expenses. 

Section Ten - Miscellaneous Matters 
A. Risk of Loss  

After the Closing Date when LWC receives the assets and accepts any 

and all liabilities described at Exhibits B and C, the risk of loss shall shift 

from SHEPHERDSVILLE to LWC; SHEPHERDSVILLE having borne 

exclusively the risk of loss during negotiation of the Asset Acquisition 

Agreement. 

B. Transfer of Customer Accounts 

SHEPHERDSVILLE shall conduct its final reading of all of its customers' 

meters prior to execution of the Asset Acquisition Agreement; LWC agrees 

to accept SHEPHERDSVILLE1s final reading on the consumption of each 

account as LWC's beginning reading. The parties agree to work together 

on meter reading to assure a smooth transition of this process. Any 



payment for service rendered prior to the Closing Date and received afier 

the Closing Date shall be deposited in the Shepherdsviiie Water ~ e s ~ ~ ~ '  

C. Applications for Service Connections 

LWC will effect any water service connections after the Closing Date 

which SHEPHERDSVILLE has approved in the ordinary course of 

business and for which SHEPHERDSVILLE has been paid its usual and 
customary fees andlor deposits prior to the Closing Date; 

SHEPHERDSViLLE agrees to surrender to LWC any deposit paid t h e  

customer, and LWC agrees to make no further charge the customel 

therefor. 

D. Other Payments t o  SHEPHERDSVILLE and Invoices Owed 81 
SHEPHERDSVILLE 

Any other payments due to SHEPHERDSVILLE prior to the ~ l o s i n g ~ @ ~ ~  

and received within 120 days after the Closing Date shall be deposbd 

into the Shepherdsville Water Reserve; any invoices owed by 

SHEPHERDSVlLLE in the ordinary and regular course of its busines 

prior to the Closing Date and received within 120 days after the C I O @ ~  

Date shall be paid out of the Shepherdsville Water Reserve. 

E. Notices 

Any notices, requests, waivers or other communications required or 

permitted to be given under this Asset Acquisition Agreement shall bdfl 

writing, and shall be delivered by hand or courier or US mail, postage\( e" 
paid, and addressed to each party as set forth in this Asset Acquisitioi 

Agreement with copies to parties' counsels at their then-current 

addresses, . 



F. Entire Agreement 

This Asset Acquisition Agreement, including the Letter of Intent previously 

incorporated herein by reference, supersedes all prior discussions and 

agreements between SHEPHERDSVlLLE and LWC, with respect to this 

asset acquisition. All promises, inducements, offers, solicitations, 

agreements, commitments, representations, and warranties heretofore 

made between the parties are merged into this Asset Acquisition 

Agreement. This Asset Acquisition Agreement shall not be modified or 

amended except in a writing executed by both parties. Covenants, 

representations and warranties made in this Asset Acquisition Agreement 

remain in full force and effect, surviving the closing. 

G. Headings and Captions 

All headings, captions, sections and section numbers and letters are 

solely for the purpose of facilitating reference to this Asset Acquisition 

Agreement and shall not supplement, limit, or otherwise vary in any 

respect the text of this Asset Acquisition Agreement. 

H. Successors and Ass igns  

This Asset Acquisition Agreement shall be binding on and shall inure to 

the benefit of the parties hereto and their respective successors and 

assigns, Nothing in this Asset Acquisition Agreement shall be construed 

to create any rights or obligations except among and between the parties 

thereto, and no person or entity shall be regarded as a third party 

beneficiary of this Asset Acquisition Agreement. 

I ,  Indemnifications 

Each party agrees to indemnify and hold the other party harmless from 

claims made against it and expenses incurred in defense of same, 

resulting from one or more breaches of the representations, warranties, 

and covenants contained in this Asset Acquisition Agreement. The parties 



agree that the indemnifications by LWC under the terms of this Asset 

Acquisition Agreement, including the cost of legal representation, shall be 

drawn from the Shepherdsville Water Reserve if such costs are 

occasioned by Shepherdsville's breach(es) of the representations, 

warranties, and covenants contained in this Asset Acquisition Agreement. 

The parties acknowledge that LWC's actions and decisions regarding 

indemnifications will be made on behalf of the SHEPHERDSVILLE 

ratepayers and with the best interests of those ratepayers in mind. 

J. Defense of Territory 

To the extent that, at the time of execution of this Asset Acquisition 

Agreement, there exists any exclusive authority granted to 

SHEPHERDSVILLE to provide water service to the properties and 

residents of SHEPHERDSVILLE water system, LWC agrees to take 

reasonable steps necessary to preserve that exclusive authority, in LWC's 

discretion, with the advice of the Shepherdsville Advisory Board. 

K. Shepherdsville Advisory Board 

The parties agree that the Shepherdsville Advisory Board shall be  

formulated as follows: 

Upon execution of this Asset Acquisition Agreement, the 

Shepherdsville Advisory Board, "SAB", consisting initially of the 

three appointees of the Mayor of SHEPHERDSVILLE (including, in 

the Mayor's discretion, the Mayor himself or herself), shaIl be 

established, with two of the initial appointees to serve two-year 

terms and one of the initial appointees to serve a four-year term. 

Thereafter, upon expiration of each appointee's current term, the 

parties most respectfully request that the Mayor in his discretion 

either reappoint the appointee(s) or appoint successors, to four 

year terms. The SAB shall provide advice and counsel to the 

Chairman of the LWC Board of Water Works, on issues related to 



SHEPHERDSVlLLE service area and the Shepherdsville Water 

Improvement Program until the time of rate equalization, at which 

time the SAB will automatically cease to exist. The SAB shall meet 

quarterly to receive from LWC financial reports on the sources and 

uses of f u n d s  referenced in the Letter of Intent and in the Asset 

Acquisition Agreement. Those financial reports from LWC shall 

include, annually, as part of LWC1s annual financial audit and 

conducted by the same independent certified public accounting firm 

that conducts LWC's annual financial audit, an audit in accordance 

with generally accepted accounting principles (GAAP). LWC shall 

direct this independent, certified public accounting firm to issue an 

Opinion Letter to the Board of Water Works on the subject of the 

management and accounting of the Shepherdsville Water 

Rerserve, which Opinion Letter shall also be provided to the 

Shepherdsville Advisory Board, The SAB shall, at its next reguiar 

quarterly meeting after presentation of LWC's Annual Audit to the 

Board of Water Works, receive both that portion of the annual audit 

reflecting activity within the SWR as well as a copy of the 

independent, certified public accounting firm's Opinion Letter to the 

Board of Water Works regarding management and accounting of 

the SWR. The SAB members shall receive a stipend of $100 per 

month from the Shepherdsville Water Reserve. 

L, Rates for former SHEPHERDSVILLE Customers 

LWC shall charge rates for the former SHEPHERDSVILLE customers as 

set out in the Shepherdsville rate tariff at Exhibit P; LWC shall charge fees 

for the former SHEPHERDSVILLE customers as set out in  the schedule of 

fees at Exhibit Q (the parties acknowledge that LWC shall charge its fees, 

and not the fees set out in the Shepherdsville rate tariff, from the date of 

closing on this Agreement); rate equalizations with other LWC customers 

shall occur when the conditions listed in this Asset Acquisition Agreement 



have been met. LWC shall honor those written agreements executed by 

SHEPHERDSVlLLE and third parties prior to execution of this 

AGREEMENT and listed at Exhibit R to this AGREEMENT. 

M. Service to Former SHEPHERDSVILLE Customers 

LWC reaffirms and reiterates its commitment to serve customers of the 

former SHEPHERDSVILLE, water system equally with similarly situated 

LWC customers under LWC Service Rules and Regulations except that 

customers of the former SHEPHERDSVILLE water system will be subject 

to the rates and fees set out in this Asset Acquisition Agreement and the 

Letter of Intent. 

M. Rate Equalization and  Water Rates 

SHEPHERDSVILLE and LWC reiterate and reaffirm their agreement on 

water rates and their commitment to rate equalization; the parties 

acknowledge that after rate equalization occurs, customers of the former 

SHEPHERDSVILLE water system will be billed at the then-current LWC 

rates. 

0. Funding a n d  Interim Funding for SWR 

In addition to provisions at Section Ten paragraphs B and D, 

SHEPHERDSVILLE and LWC agree that any balances in any 

SHEPHERDSVILLE accounts at the Closing Date shall be transferred to 

the SHEPHERDSVILLE Water Reserve. SHEPHERDSVlLLE and LWC 

acknowledge that, from time to time, the Shepherdsville Water Reserve 

(as that fund is defined at Section Two, paragraph £3 in this 

AGREEMENTand further defined at Exhibit S to this Asset Acquisition 

Agreement) will require interim funding by LWC, for purposes of cash flow 

and orderly financial manage'ment when costs due to be paid out of that 

Shepherdsviile Water Reserve might otherwise exceed its balance. LWC 

is prepared to advance funds to the Shepherdsville Water Reserve on an 



as-needed basis, at  LWC's own cost for borrowing those funds, which cost 

shall be defined a s  LWC's most recent long term borrowing rate including 

any closing costs and other costs imposed on LWC, with no additional 

fees or charges imposed by LWC. 

P. Sale or Lease of SHEPHERDSVILLE Assets 

The parties agree that, in the event of any sale or lease by LWC of assets  

conveyed, assigned or delivered to it by SHEPHERDSVILLE pursuant to 

the terms of this Asset Acquisition Agreement for s o  long a s  the 

Shepherdsville Advisory Board exists or the rate differential between 

former SHEPHERDSVILLE customers and Jefferson County LWC 

customers exists, LWC will deposit the same amount as the amount of 

any proceeds of any such sale or lease into the  Shepherdsville Water 

Reserve. The parties acknowledge that LWC's Louisville Water Company 

Water System Revenue Bond Resolution Authorizing the Issuance of 

Water System Revenue Bonds, adopted July 14, 1 992, specifically Article 

VI Bond Covenants at Section 61 1, requires deposit of the proceeds of 

any such sale or lease into LWC's Depreciation Fund; therefore, the 

parties agree that LWC's deposit of the s a m e  amount a s  the amount of 

any such proceeds of any such sale or lease of assets  will satisfy this 

provision. 

Q. Dismantling or Upgrading Storage Tanks 

The parties acknowledge that LWC' s proposed improvements include 

dismantling andlor upgrading existing SHEPHERDSVILLE water storage 

tanks. LWC agrees to provide at least nine (9) months' advance notice of 

LWC's intent to proceed with dismantling of any tank upon which there 

exists currently a lease agreement, s o  as to allow SHEPHERDSVILLE 

time to negotiate alternative arrangements with any lessee. LWC and  

SHEPHERDSVILLE agree to cooperate with each  other and any third 

parties, for any additional leases which may be  executed after the closing 

on this Agreement. 



R. Supplemental Representations 

T h e  parties a g r e e  that both parties may supplement  their representations 

a n d  warranties a n d  exhibits to  this Asset Acquisition Agreement,  during 

t h e  time period between execution of this Asse t  Acquisition Agreement 

a n d  t h e  Closing Date. T h e  parties further a g r e e  tha t  if t he  non- 

supplementing party considers the  supplement  t o  materially affect the  

value of t he  Asse t  Acquisition to the  detriment of t h e  non-supplementing 

party, then  the  supplementing party shall pay t h e  administrative cos ts  of 

t h e  non-supplementing party, up to the  s u m  of $20,000, within thirty d a y s  

of t h e  d a t e  of t h e  non-supplementing party's notice to  the s i~pplementing 

party of material detriment. 

S. Notice of Significant Actions During Interim Period 

T h e  parties acknowledge that there may b e  a period of time between t h e  

execution of this Asset  Acquisition Agreemeiit a n d  the Ciosing Date,  a n d  

both parties a g r e e  to provide notice to  t he  other  party of a n y  action o r  

event  which may  impair t h e  value of a n  a s s e t  (by $1 0,000 or  more) o r  

increase  a liability (by $1 0 ,000  or more) subject  to this Asse t  Acquisition 

Agreement ,  including but  not limited to those  a s s e t s  a n d  liabilities listed a t  

Exhibits B and  C. T h e  parties ag ree  that a n y  s u c h  notice shall b e  

provided within forty-eight (48) hours of the party's knowledge of that 

action or event.  

T. Cooperation for Preparation of Consumer Confidence Report 

T h e  parties recognize that  after the  closing o n  this  Agreement ,  LWC will 
b e c o m e  responsible for preparation and  dissemination of t h e  

Sheperdsville water  sys tem's  Consumer Confidence Report (CCR) for t h e  

yea r  2002, a n d  that  t h e  City of Shepherdsville h a s  in its possess ion  and/or  

within its ca re ,  custody a n d  control t h e  da t a  n e c e s s a r y  for preparation of 

t h e  CCR.  Shepherdsvilie a g r e e s  to  provide all of that  d a t a  t o  LWC within 

thirty (30) d a y s  after t he  execution a n d  closing o n  this Agreement .  



Wherefore, the parties to this Asset Acquisition Agreement affix their 

signatures as of-the date first hereinabove written. 

CITY OF SHEPHERDSVILLE 
A 

-- 
Date 

Attest 
--- 
Date . 

Norman R.  emm me', Attorney at Law 
Shepherdsville City Attorney 

LOUISVILLE WATER COMPANY 

Attest 
/t -23 * % 7 L  

Date 

Ias, \4ce Preflent 
and Corporate Secretary 
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A Letter of Intent executed 4/2/02 

A1 Amendment@) to the Letter of Intent (if there are none, this will so state) 

B Schedule of Assets agreed to by the Parties (including Inventory of 

personal property) 

B1 List of Excluded Assets agreed to by the Parties 

C List of "Assumed Liabilities" 

List of SHEPHERDSVILLE employees, current positions and LWC 

contingent offers 

Map of SHEPHERDSVILLE Water System 

$1.6 System Upgrades and Improvements 

SHEPHERDSVILLE System Development Improvements 

Intentionally Left Blank 

SHEPHERDSVILLE 2001 audited financial statements and half-year 

financial statement for Jan-June 2002 

SHEPHERDSVILLE customer list 

SHEPHERDSVILLE Resolution Authorizing Mayor or Authorized 

Representative to sign Asset Acquisition Agreement 

SHEPHERDSVILLE list of toxic, hazardous andlor carcinogenic 

substanceslwastes 

SHEPHERDSVILLE list of unmetered customers (If there are none, this 

will so state) 

LWC Resolution of the Board of Water Works Authorizing President to 

sign Asset Acquisition Agreement 

Shepherdsville Rate Tariff 

LWC Schedule of Fees 

List of Agreements between SHEPHERDSVlLLE and third parties which 

agreements LWC agrees to honor 

Shepherdsville Water Reserve (SWR) description and information 



Exhibit A 
Letter of Intent 



April 2,2002 

The Honorable Joe Sohm 
Mayor of Shepherdsville 
City Hall 
P.O. 6 0 x 4 0 0  
Shepherdsville, KY 40165 

RE: Letter of Intent for Asset Acquisition Agreement 

Dear Mayor Sohm: 

This Letter of intent (hereafter, Letter) follows up discussions between yourself 
and representatives of the Louisville Water Company, including among those  
representatives Karla Teasley, Greg Heitzman, and Bob Miller; its intent is t o  
capture points of agreement reached during those discussions. If, after your 
review, you agree that this Letter accurately captures our points of agreement  on 
the proposed transaction, please sign one of the  two originals provided, and  
return it to me. 

The proposed transaction anticipated by this Letter is between the City of 
Shepherdsville (hereafter, Shepherdsville) and the Louisville Water Company, a 
municipal corporation (hereafter, LWF) (collectively. hereafter, the Parties). In 
that proposed transaction, Louisville Water Company will acquire t h e  assets and 
assume the  debt (as  those terms "asset" and  "debt'' are further defined later in 
this Letter and in any subsequent Asset Acquisition Agreement) as well as 
a s sume  the  responsibility for operation of Shepherdsville's water system. The 
Parties anticipate that, upon Closing on this proposed Asset Acquisition 
Agreement, that the Shepherdsville Water System will become part of t h e  
Louisville Water Company service area and will b e  operated by LWC. The 
parties further anticipate the  establishment of a Shepherdsville Advisory Board to 
advise LWC on matters related to the operation of the Shepherdsville water  
system, including the system improvements detailed be\ow, with the details of 
that board to  b e  set  out in the anticipated Asset Acquisition Agreement. 

Shepherdsviile agrees to provide additional information on the  five (5) current 
employees of Shepherdsville's water system during the designated d u e  diligence 
period se t  out in this Letter, and, a t  the Closing on the  anticipated Asset 
Acquisition Agreement, LWC agrees to offer those  five employees employment 
at LWC (with those offers of employment contingent on those employees' 
satisfactory results in pre-employment drug screens  and background checks ,  
which screens and checks are required of all prospective LWC employees). 



The consideration for this proposed transaction shall consist of the following 
elements: 

0 LWC's assumption of the  Debt, which debt  shall include only those 
items set out at  Exhibit 1 to this Letter and  incorporated herein by 
reference (and which debt is estimated to  total $648,749.00); 

0 LWC's continued operation of Shepherdsvilie's water system; 
LWC1s upgrades of Shepherdsville's water system to LWC standards 
with system capital improvements described in Exhibit 2 to  this Letter 
and incorporated herein by reference, t he  value of which upgrades is 
estimated a t  $1.5 Million, and with those system capital improvements 
to be funded by the establishment of a Shepherdsville Reserve Fund 
funded by Shepherdsville rate capacity (with rate capacity being t h e  
difference between then-current W C  rates and frozen Shepherdsvi\\e 
water rates); 
Exhibit 3 are  additional system wide capital improvements 
recommended, but not required, prior to rate equalization; 

* LWC's maintaining Shepherdsville water rates a t  the current level, with 
equalization to LWC's then-current rates when the improvements \isted 
at  Exhibit 2 have been completed and financed by the Shepherdsville 
Reserve Fund. The estimated time for rate equalization is 5 to 7 years.  
LWC's maintaining current whoiesale water rates (presently a t  
$1.1611000 gallons) for water service to City of Shepherdsville 
facilities, including water hauling and water vending services, untii rate 
equalization, and City of Shepherdsville agreeing to meter all water 
usage by instailing meters a t  those city facilities. 

LWC shall prepare and present a draft agreement (Asset Acquisition Agreement) 
detailing the terms of this proposed transaction within sixty (60) days after t h e  
parties' execute this Letter. Closing on this transaction shall b e  contingent on 
LWC's completion of a due  diligence investigation, with that due diligence 
investigation to include operational, environmental, and \egallregulatory i s s u e s  
and with that d u e  diligence investigation to b e  concluded no later than forty-five 
(45) days  after the date  of this Letter, unless the  parties agree in writing to extend 
the d u e  diiigence investigation period beyond that initial 45 day period. 

~hepherdsvil ie shall not negotiate with any party other  than"^^^ for acquisition 
of the  Shepherdsville water system assets  during the  60 day period leading up to 
presentation of the draft agreement. 

The Closing on the  transaction anticipated by this Letter is contingent on  t h e  
parties' approval of an Asset Acquisition Agreement by the LWC Board of Water 
Works and by the City of Shepherdsville's governing authority(ies). The A s s e t  
Acquisition Agreement shall provide that the Closing occur not later than six (6) 
months after t he  date  of this Letter (i.e., the Closing Date) or on such other  d a t e  
as the Parties hereto may agree. 



This Letter of Intent does not purport to address all matters which the Parties 
anticipate will be inciuded in the Asset Acquisition Agreement. Except for the  
obligation of Shepherdsville herein to negotiate exclusively with LWC during the 
period specified, the Pariies understand and acknowledge that this ~ e t t e r  merely 
expresses the Parties' mutual intentions with respect to the proposed transaction, 
and does  not constitute a present obligation binding on the Parties hereto. The 
Parties anticipate that the  Asset Acquisition Agreement wiiicon"sti<ute a binding 
obligation on the Parties hereto. 

Each Party shaii bear its own expenses relating to the  negotiation and execution 
of this Letter and the Asset Acquisition Agreement anticipated hereby, and the  
performance of such Party's obligations hereunder and thereunder. Any 
amendment, modification, or waiver of the  terms and conditions of this Letter 
shall b e  effective only if in writing and duly executed by each  of the Parties 
hereto. This Letter may be executed in one or more counterparts, each of which 
together shall constitute a single instrument. The  Parties agree that facsimile 
signatures shall have the s a m e  force and effect  as original signatures hereunder. 

Sincerely, / 

Louisville wa te r  Company 

Agreed: 

For the  City of Shepherdsville: 



tn. 
m 







Exhibit. A l  
Amendmenits) to the Letter of lntent 

(LWC to provide - if applicab\ej 



Exhibit B 
Schedule of Assets Agreed to by the Pahies 



Exhibit B 
Schedule of Assets Agreed to by the Patties 

Assets inciude all facilities, including water mains, meters, va\ves, hydrants and appufienances 
incjuding , but not limited to: 

-Elevated water storage tank commonly known as Winn Dixie storage tank 

-Elevated water storage tank commonly known as city ball park storage tank 

-Standpipe water storage tank common\y known as Chilicoop Stand pipe 

-Real property associated with the Chiiicoop Stand pipe 

-personal property associated with the aforementioned water faci\ities 





EXHIB\T B Recorded 2 211 3102 

Shepherdsville Water System Materials Inventory 

- -- touch pads (simns to LWC) Schlumberger , 7 box \ 50 
touch pads (similar to LWC) Schlumberger 1 loose 25 
1 ~ 9 0 0  PitWater Rf MIU Schlumberger 6 boxes \ 60 \ I A 1 I 1 

I 

~c900 PVC 
1 I I 

I 72" 1 45 pieces - 20' \ t 2" x 6" ductile iron tee 1 1Yx6 
112" x 8 ductile iron tee I 12" x 8  - 
190 Bend MJ 

I 
f ~ H i n n r l ~ ~ * ~  I- I I 

loose 



EXMIB\T B 
Shepherdsviile Water System Materials Inventory 

Recorded 12/13/02 

I 
I I 

12" Mechanical joint \ 2" \ loose \ t o  1 I 
This list does not include a\\ pieces, such as various parts found in garage and yard. 
Example. (Loose brass pieces, meter parts, plasiic meter lids, corrugated vault risers, etc.) 



Exhibit 01 
List of Excluded Assets Agreed to by the Parties 



Exhibit B1 
List of Excluded Assets Agreed to by the Parties 

EXCLUDED ASSETS 

I ,  Water Treatment Plant 
2, Water Plant Garage 
3. Fence 
4, Maintenance Building 
5. Water Dispensing Coin Machines 
6, Haney Building 
7, Shed 
8. 94 Ford F-1 50 Truck 
9, Dump Truck 
10. Radio & Antenna 
'l1 . Pressure Washer 
12, 95 Ford F-150 Truck (2) 
13, Computer 
14, 24" Bucket 
15, Computer Software 
16, Shore Shield 
17. 96 Ford Pickup Truck 
18. Ditch Witch Pig 
19, 580 L Case Backhoe 
20. Uniboard 

Ail other and rsal personal propeiy owned by the City of Shepherdsvilie and not listed at Exhibit 0. 



Exhibit C 
List of "Assumed Liabilities" 



SCHEDULE C 

Assumed Liabilities 

city of Shepherdsville Water System Liabilities projected as of December 20,2002 

j996 Bond issue 

?979 Bond issue 

Note Payable to 513 Bank 

D u e  to City 

Other (afp, accrued payroll, etc.) 

Asuired Date Beginning Balance Net Book Va\ue- 

1966 $ 1,166.,000 $ 205,000 

TOTAL 



Exhibit D 
List of Shepherdsville Employees, 

Current Positions, and I?NC Contingent Offers 



November 13,2002 

LOUISVILLE WATER COMPANY 

Shepherdsville Employees 

Employee Name: Gayla Mattingly 

This is Louisville Water Company's offer of employment. Below you will. find the Tina1 slotting in 
comparison to your current situation with Shepherdsville. Please sign where indicated and fax to Ellen 
M a c h  at 569-3672 as soon as possible. 

Current Status 
(with Shepherdsville): 

I 

Proposed Status - 

Job Title: W aterlsewer Clerk 

Grade 3 
Quartile 2 1~~~11. M h  20,l66 CP 26,204 Max $33,280 --I 

Customer Service Clerk I 
(Billing Department) 

Salary: $25,480 ($12.25 hr.) 

/ FLSA Status: Nonexempt I Nonexempt I 

I 
$25,480 ($12.25 hr.) 

4/1/03 - Eligible for Market Movement 
I 

\ Years of Service: I 4 years I 0 I 

Scheduled Work 
Hours: 

I 

Reporting Location: Shepherdsville Allmond Avenue 

40 

If has perfect attendance in 2003, is eligible for a bonus 
of 3 additional sick days 

\ 

Paid Time Off 
Accrued: 

Sick Leave Accrued: 

0 days 

1/1/03 - 13 days annually 

1 day 

Accrues 1 day each month 

0 days 

Effective 111103 - 12 days 

. *O days 
"assuming Shepherdsvillepays out remaining sick 

Effective 111103 - 5 days 
(may carry up to 15 days in sick leave account - p d d  

out for days exceeding 15) 
1 



November 13,2002 

LOUISmI-IE WATER COMPANY 

Shepherdsville Employees 

Employee Name: Tonya Taylor 

This is Louisville Water Company's offer of employment. Below you will find the final slotting in 
comparison to your current situation with Shepherdsville. Please sign where indicated and fax to Ellen 
Mackin at 569-3672 as soon as possible. 

Current Status Proposed Status 
(with Sheperdsville): - (with LWC): -- 

/ Deputy City Clerk I Accounting Clerk 11 

Salary: $30,160 ($14.50 hr.) $30,160 ($14.50 hr.), 
4/1/03 -Eligible for Market Movement adjustment 1 Grade: 1 1 Grade 5 \ 

Quartile 2 
Min 25,520 CP 33,175 Max $42,107 

/ ~ S A  status: Nonexempt Nonexempt I 
Scheduled Work 40 
Hours: 

. / Years of Service: 6 years 0 

\ Reporting Location: / Shepherdsville I Third Street 

2 days "0 days 1 ErTz Off 
" Effective 1/1/03 - 15 days *asmrnng Shepherdmillems out all remaining -0 

Effective 1/1/03 - 12 days , 

Sick Leave Accrued: 

10 hours *O days 
*assuming Shepherdsville pays out all remaining sick 

Accrues 1 sick day every 
Effective 111103 - 5 days 

(may cany up to 15 days in sick leave account - p d d  
out for days exceeding 15) 

If has perfect attendance in 2003, is eligible for a banus 



November 13,2002 

LOUISVILLE WATER COMPANY 

Shepherdsville Employees 

Employee Name: Mike Smothers 

as is Water C O ~ P ~ ~ Y ' S  offer of emplolmmt. Below you will &d &a1 in cOm~"rOn to your cment situation with ShepherdSVae, please sim where i,,diP2+-~ -- 2 2--- - * *  

M a c h  at 569-3672 soon as possible. 

* *O days 
~ ~ ~ ~ u m i n g  S h e ~ h e r d s v i Z l e ~ ~ s  out all remaining Sick 

Accrues l'sick day every 
Sick Leave Accrued: month Effective 1/1/03 - 5 days 

(may C W  up to 20 days in sick leave account - paid 
Out for days exceeding 20) 

1f has ~ e T f e ~ t  at+-- 2-- - . - - 
-2-____ 

- 
Years of Service: 25 years 

. / Take Home Vehicle ---- 

Reporting Location: 

t 
----- --uUdnce IR 2003, is eligible for a banus 

of 3 additional sick days - 

Allmond Avenue 

Paid Time Off 

Effective 1/1/03 - 15 days 

ShepherdsviUe 

0 



November 13,2002 

LOUXSWE WATER COMPANY 

Shepherdsville Employees 

Employee Name: Andy Cox 

This is Louisville Water Company's offer of employment. Below you will find ihe final slotting in 
comparison to your current situation with Shepherdsville. Please sign. where indicated and fax to Exen 
Mackin at 569-3672 as soon as passible. 

I "Ti" 
\ Maintenance Worker II I General Laborer I 

Current Status 
(with Shepher dsville) : 

$13 .OO/how 
($27,040) 

2/1/03 -Eligible £or 2% increase 
7/1/03 -Eligible for additional 1.5% hcrease -- A 

Proposed Status 
1 

-- '(with LWC): 

I I ( KSA status: ~ o u r l y  sourly I 
I - 

Scheduled Work 40 

I Years of  Service: . 5 years 0 

I I 0 days I 0 days I 

Reporting Location: 

Paid Time Off . 
Accrued: 

I 

Sick Leave Accrued: Accrues 1 sick day every Effective 111103 - 5 days 
month (may cany up to 20 days in sick leave account - l a i d  

out for days exceeding 20) 

Shepherdsville 

0 days 

Effective 2/1/03 - 14 days 

1 Take Home Vehicle I No I No 

Allmond Avenue 
- 

0 days 

Effective 1/1/03 - 12 days 

- 
If has perfect attendance in 2003, is eligible for a b n w  

of 3 additional sick days 



November 13,2002 

LOUISVILLE WATER COMPANY 

Shepherdsville Employees 

Employee Name: Tim Miller 

Salary: L-_ $1 1.00flu. %12.99/hour 
($22,880) - ($27,019) 

'I1 In' "ligible for 2% hcrease 

Accrued: L 0 days 

E~- . .L- .  . ,. .-. 

0 days 

If has perfect attendance in 2003, is eligible for abanus 
of 3 additional sick days 

Take Home Vehicle 1-1~~7;;' 2____ 

- 

L 

-*l.Gwve 11 1/03 - 12 days 

Sick Leave Accrued: Accrues 1 sick day every 
month 

0 days 

Effective 1/1/03 - 5 days 
(may C W  UP to 20 days in sick leave account - pdd 

out for days exceeding 20) 



November 13,2002 

LOUISVILLE WATER COMPANY 

Shepherdsville Employees 

Employee Name: Glen Ryan 

'This is Louisville Water Company's offer of employment. Below you will find the final slotting in 
.comparison to Your current situation wilh Shepherdsville. Please sign where indicated and fax to Ellen 
Mackin at 569-3672 as soon as possible. 

- 
Current Status Proposed Status 

(with ~he~herds~i l l e ) :  (with.LW C): 1 
General J ,aborer 

s $15.OO/hour 
($3 1,200) 

2/1/03 -Eligible for 2% increase 
I 

7/1/03 -Eligible for additional 1.5% increase --- 

- 
Wourly 

Job Title: 

Salary: 

Grade: 

FLSA Status: 

Maintenaice Worker lII 

$15.001hr. 
($3 1,200) 

N/ A - 
Hourly 

Scheduled Work 
Hours: 

Years of Sewice: 

Reporting Location: 

Paid Time Off 
Accrued: 

Sick Leave Accrued: 

Take Home Vehicle 

40 

6 years 

Shepherctsville 
.- 

.5 days 

Effective 111103 - 15 days 

4 days 

Accrues 1 sick day every 
month 

40 

0 

- 
Allmond Avenue 

*O days 
*assuming Shepherdsvitle pays out remaining PTQ 

Effective 111103 - 12 days 

*O days 
*assuming Shepherdsville pays out remaining Sick 

Effective 1/1/03 - 5 days 
(may carry up to 20 days in sick leave account - paid 

out for days exceeding 20) 

No 

If has perfect attendance in 2003, i s  eligible for a bonus 
of 3 additional sick days 

No 



Exhibit E 
Map of Shepherdsvi\le Water System 





Exhibit F 
System Upgrades and Improvements 



Exhibit G 
Shepherdsvilie System Development Improvements 



SCHEDULE G 

SHEPHERDSVILLE SYSTEM DEVELOPMENT CHARGE (SDC) FUNDED PROJECTS 

Completion 

2003 

2003 

2003 
2003 

SDC Estimate 

$35,000 

$30,000 

$66,000 
$5,500 

Total Estimated Costs  

Unit Cost 

$35,000 

$20/ft 

$5O/ft 
$55/fi 

$ 136,500 

Amount 

1 

1,500 

1,300 fi 
1,500 fi 

Item 

1 

2003 

Description 

Pointe Subdivision Hydropneumatic Station 
I 

2 IHwy 44 main - upsize from 8" line to 12" main 

3 Grid Ties 
a. Chillicoop 12" to Blue Lick Rd 
b. 8" Grid tie a t  Roby School 



Exhibit \ 
Shepherdsvil\e 2001 Audited Financial Statements 
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I 
Certified Public Accountants 

June 28,2002 

Independent Auditor's Report 

To the Mayor and Members of the City Council 

I City of Shepherdsville, Kentucky 

1 

We have audited the accompanying general-purpose financial statements of the C iv  of ShepherdsYille, Kentucky, as 0f and 

I for the year ended Ju-~e 30, 2001, as listed in the table of contents. These general purpose financial statements are the 
" -responsibility of the. City of Shepherdsville, Kentucky's management. Our responsibility is to express an opinion on these 

general purpose fmancial statements based on bur audit. 

We conduded 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. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether 
the general purpose financial statements are free of material misstatement. An audit includes examining, in a test basis, 
evidence supporting the amounts and disclosures in the general purpose financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall 
general purpose fnancial statement presentation. We believe that our audit provides a reasonable basis for our opinion. 

In our opinion, the general purpose financial statements referred to above present fairly, in all material respects, the financial 
position of the City of Shepherdsville, Kentucky, as of June 30,2001, and the results of its operations and cash flows of its 
discretely presented component units for the year then ended in conformity with accounting principles generally accepted in 
the United States of America. 

In accordance with Government Auditing ~tandards,  we have also issued our report dated June 28, 2002, on our 
consideration of the City of Shepherdsville, Kentucky's internal control over financial reporting and our tests ~f its 
compliance with certain provisions of laws, regulations, contracts and grants. m a t  report is an integral part of an audit 
performed in accordance with Government Auditing Standards and should be read in conjunction with this report in 
considering the, results of our audit. 

Our audit was perfomed-for the purpose of forming an opinion on the general purpose fmancial statements taken as a whole. 
The accompanying schedule of expenditures of federal awards is presented for purposes of additional analysis as r e q u i r e d b ~  
U.S. Office of Management and Budget Circular A-1 33, kudits of States, Local Governments, and fin-Profit Oiganizations, 
and is not a required part of the general purpose financial statements of the City of Shepherdsville, Kentucky- Such 
information has been subjected to the auditing procedures applied in the audit of the general purpose financial statements 
and, in ow opkion, is fairly stated, in all material respects, in relation to the general purpose financial statements haken as a 
whole. 

S ~ e p h a w  & ~cuom, PSC 

4436 DIXIE HIGHWAY * LOUISVILLE, K E N T L I C . ~  nnq.r L - 0 -  

- - 
ln,inn ntv,? ...-*. 





- - 

RJND TYPE 

Water and 
Sewer Fund 

ACCOUNT GROUPS 
General General 
Fixed Long-Term 
Assets Debt - 

Totals 
(Memorandum 

Only) 

T l l ~  accnnipanying notes are integral part of the finallcial statements 



CITY OF SHEPHERDSVILLE, KENTUCKY 
COMBINED STATEMENT.OF REVENUE, EXPENDITURES AND CBANGES IN FUND 

BALANCE - ALL FUND TYPES 
FOR THE YEAR ENDED JUNE 30,2001 

Property & Franchise Taxes 
i Occupational Taxes 
[ Restaurant Tax 

Intergovernmental 
License & Permits 
Other 
Interest 

I 
TOTAL REVENUE 

kxmmTuREs 
General Government 

' Police Department / 
: Fire Department 

i ~ ~ ~ ~ Z ~ u t ~ a y  
. Recreation 

Streets 
a Disaster Assistance 
! Public Works 

TOTAL EXPENDITURES 

PROPRIETARY 
GOVERNNENTAL FUND TYPES FUND TYPE 

Special capital- 'Total 
General Revenue Projects Water and (Memorandmi 

Fund Fund Fund Sewer Fund Only) - 

1 

i 
pxcess (Qeficiency) of Revenues over 

Expenditures (379,155) 53,564 43 3 265,828 (59,330) 

DTHER FINANCING SOURCES AND (USES) 
Transfers To Other Funds - (3,928) (3,928) 

2 Transfers From Other Funds 3,928 - 3,928 
' Lease Proceeds 409,434 - - - 409,434 ' TOTAL OTHER FINANCING SOURCES 

AND USES 413,362 - 409,434 (3,928) 

Excess ( ~ e h c i e n c ~ )  of Revenues and Other 
Sources over Expenditures and Other Uses 34,207 53,564 (3,495) 265,828 350,104 

FUND BALANCE - July 1,2000 
%or Period Adjustment 

TUND BALANCE - dune 30,2001 

The accompanying notes are an integral part of the financial statements. 
4 





SPECIAL REVENUE FUNDS 
VARIANCE: 
FAVORABLE 

BUDGET ACTUAL (UNFAVORABLE) 

CAPITA,L PRO WCTS FUND - 
VAEUANCE: 
FAVORABLE 

BUDGET ACTUAL (UNTAVORABLE) 

The aCCD[n~anying norrr are an integral part o f t h e  fin.nr;., ..--. - 



CITY OF SHEPHERDSVILLE, KENTUCKY 
COMBINED STATEMENT OF KEVENUE, EXPENSES AND CHANGES IN 

ACCUMULATED DEFICIT - PROPNETARY FIND TYPE 
FOR THE YEAR ENDED JUNE 30,2001 

OPERATING REVENIJE 

Metered Sales to C~stomers 
Plant Sales 
Meter Installations 
Connection Fees 

TOTAL OPERATING REVENUE 

OPERATING EXPENSES 

Chemicals 
Fuel 
Insurance 
Office Expenses 
Other Expenses 
Payroll Taxes and Benefits 
Professional Services 
Purchases 
Repairs and Maintenance 
Salaries and Wages 
Uniforms 
Utilities 

TOTAL OPERATING EXPENDITURES 

OPERATING LOSS 

NON-OPERATING REVENUE AND 
EXPENSES 

WATER SEWER - --------- TOTAL 

Interest Income 3 1,303 3 1,303 
MisceIlaneous Income 35,195 83,947 ~119,142 
Depreciation (48,637) (210,089) 
Interen on Bonds and Leases 

(25 8,726) 
(17,777) - (75,680) - (9 3,457) 

TOTAL NON-OPERATING REVENUE 
AND EXPENSES 

NET INCOME 6 94,725 $ 171,103 265,828 - - 
ACCUMULATED DEFICIT - JULY 1,2000 (j53,112) 
Prior Period Adjustment 

ACCUMULATED DEFICIT - J U N E  30,2001 

The accom~an~i l lp  notes are an integal pait of ille finanpi.,  cr~+..- --. 



CITY OF SWEPHERDSVILLE, KENTUCKY 
COMBINED STATEMXNT OF CASH FLOWS - PROPRIETARY FUND TYPE 

FOR THE Y E U  ENDED SUN3E 30,2001. 

1 CASH FLOWS FROM OPERATING ACTIVITIES 
Net Income 
Adjustments to reconcile net income to net 

cash provided by operating activities: 
Depreciation and Amortization 

I Investment Income 
(Increase) Decrease in: 

Accounts Receivable 
Prepaid Expenses 
Other Assets 

Increase (Decrease) in: 
Accounts Payable 
Accrued Expenses 
Customer Deposits 
Due to Other Funds 

NET CASH PROVIDED BY OPERATING ACTIVITIES 

CASH FLOWS FROM INVESTING ACTIVITES 
Purchase of Property, Plant and Equipment / NET CASH USED BY MVESTMG ACTIVITIES 

I CASH FLOWS FROM FINANCING ACTIVITIES 
Principal Payments on Capital Leases 
Principal Payments on Bonds 

I NET GASH USED BY FINANCING ACTIVITIES 

I Net Increase in Cash and Cash Equivalents 

/ Cash and Cash Equivalents, July 1,2000 

Cash and Cash Equivalents, June 30,200 1 
I 

I Supplemental Information: 
Interest Paid $93,457 

The accompanying notes are an integral part of the financial statements 
8 



1 CITY OF SHEPHERDSVXLLE, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 

I JUNE 30,2001 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLXCIES 
1 

1 Financial Reporting Entify 

The City of Shepherdsville, Kentucky (the City) is a fourth class city located in Bullitt County, Kentucky. It 
operates under an elected mayor-council form of government. The City provides the following services authorized 
by its charter: police, fue protection, s.treet maintenance, recreation and community development. Primary 
revenue sources are property taxes, occupational taxes, restaurant taxes, and base court revenue. Those revenues 
susceptible to accrual are property taxes. 

All significant activities and organizations on which the City of Shepherdsville, Kentucky exercises oversight 
responsibility have been included in the City's general-purpose financial statements, for the year ended June 30, 
2001. The following criteria regarding manifestation of oversight were considered by the City in its evaluation of 
City organizations and activities: 

Financial interdependency - The City is responsible for its debts and is entitled to surpluses. No separate 
agency receives a fmancial benefit nor imposes a financial burden on the City. 

Election of the government authority - The locally elected City Council is exclusively responsible for all 
public decisions and accountable for the decisions it makes. 

Ability to significantly influence operations - The City Council has the statutory authority under the 
provisions of the Revised Statutes to significantly influence operations. This authority includes, but is not 
iimited to, adoption of the budget, control over all assets, including facilities and properties, short-term 
borrowing, signing contracts, and developing the programs to be provided. 

Accountability of fiscal matters - The fesponsibility and accountability over all funds is vested in the City 
management. 

After consideration of the above criteria, no entities were deemed component units. 

\ 
I 

Bas& of Presentation - FundAccoundng 

The accounts of the City are organized on the basis of funds, each of which is considered a separate accounting 
entity. Each fund is accounted for by a separate set of self-balancing accounts that comprise its assets, liabilities, 
fund balances, revenues and expenditures, The individual funds account for the governmental resources allocated 
to them for the purpose of carrying on specific activities in accordance with laws, regulations, or other restrictions. 

I 
Governmental type funds q e d  by the primary government are as follows: 

General Fund - The General Fund is the general. operating fund of the City. It is used to account for all 
financial resources except those required to be accounted for in another fund. 

Special Revenue Funds - Special Revenue Funds are used to accouk for the proceeds of specific revenue 
sources (other than expendable trusts or major capital projects) that are legally restricted to expenditures for 
specified purposes. These funds include the LGEA and Municipal Road Aid Funds. 

Capital Project Funds -. Capital Project Funds account for long-term assets under construction and n o t  Yet 
transferred to the general fised assets account group. Unlike other governmental funds, this h n d  accoun- for 
ail fixed assets under construction and debt associated with those construction projects within the fund, rather 
than in the account group described below. 



CITY OF SHEPWERI)SVILLE, =NTUCKY, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED 

JUNE 30,2001 

NOTE A - SUMMARY OF SIGMCFCCANT ACCOUNTING POLICES -CONTIMPED 
1 

I Basis of Presenfation - Fund Accounting- Continued 

Proprietary Funds 
I 

1 Proprietary Funds - Proprietary fbnds are used to account for activities that are similar to those ofien found 
in the private sector; therefore, the proprietary fund applies Financial Accounting Standards Board (FASB) 

I pronouncements and Accounting Principles Board (APB) opinion issued on or before November 30, 1989, 
unless those pronouncements conflict with or contradict GASB pronouncements, in which case, GASB 
prevails. The measurement focus is upon determination of net income and capital maintenance. The 
Enterprise Fund (Water and Sewer System) is the only proprietary fund of the City. 

I Account Groups 

General Fixed Assets Account Group - This account group is used to account for all fixed assets of the 
primary government other than those accounted for in capital project funds and proprietary finds. 

General Long-Term Debt Account Group - This account group is used to account for all long term debts of 

1 
the primary government other than those accounted for in capital project funds and proprietary funds. 

I Basis of Accounting 

1 The accounting records for the City are maintained on a modified accrual basis, in accordance with generally 
accepted accounting principles for governmental units. IJnder this method, revenue is recognized in the accotlnting 
period in which it becomes both available and measurable. Revenue not susceptible to accrual is recorded when 
cash is received. General properly taxes, self assessed taxes and state program funds are recorded whenearned 

I (when they are measurable and available). Licenses and permits, fines and forfeitures, and miscellaneous revenues 
are recorded as revenue when received in cash because they are generally not measurable until actually received. 
Expenditures are recognized on the accrual basis except for inventory type items, which may be contidered 

I 
expenditures at the time of purchase or at the time the items are used. Interest on general long-term debtis also 
recorded when due. 

Property, Plant und Equipment 

General Fixed Asset Account Group - Property, Plant and Equipment are valued at historical cost if purchtsed or 
approximate fair market value if donated. Property, Plant and Equipment are recorded as expenditures in the 
governnlental funds of the primary government and capitalized at cast in the general fixed assets accountgroup, 
except for assets under construction in the capital projects fund which are recorded in that fund. Infrasbucture 
fixed assets including streets, sidewalks and lighting systems are not required as part of the general fixed assets  
account group and are recorded as expenditures but are not capitalized. Depreciation is calculated uskg the 
straight-line method based on the estimated useful life of the asset 

1 ' ro~rietar 'f  Rmds - Property, Plant and Equipment are valued at historical cost if purchased or a p p r o x h t e  fair 
market value if donated. Depreciation is calculated using the straight-line method based on the estimated usefu l  

I 
life of the asset. 

I Beginning with the fiscal year ending June 30,2001, the City has elected not to capitalize assets with a ca* basis 
of less than $1,000 in either the General Fixed Asset Account Group or in the Proprietary Fund. 

Interest costs are capitalized when incurred by capital project funds on debt where proceeds were used tofinance 
the construction of assets. 

t o  



CITY OF SHEPHEIIDSVILLE, KENTUCKY, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS - CONTINU-ED 

JUNE 30,2001 

NOTE A - SUMMARY OF S'TGNIFXCANT ACCOUNTING POLICTES -CONTWED 

Encumbrances 

The City does not employ encumbrance accounting; under which purchase orders, contracts, and other 
commitments for the expenditure of monies are recorded in order to preserve that portion of the applicable 
appropriation. 

Budgets and the Budgetary Process 

The City follows the procedures established pursuant to Section 91A.030 of the Kentucky Revised Statutes in 
establishing the budgetary data reflected in the financial statements. Budgets and budget amendments f o r  all 
funds are adopted on a basis consistent with generally accepted accounting principles. 

Cash and Cash Equivalents 

The primary government considers all cash in bank and highly liquid investments with a maturity of ninety days or 
less to be cash and cash equivalents. 

Investments 

Investments of the primary government are valued at fair market value. , 

Inventories 

\ 

Disbursements for inventory type items are considered expenditures at the time of purchase. 

Due To and Due From Other Ful~ds 

Interrfund receivables and payables are recorded by all knds in the period in which transactions are executed 

Long-Term Deb& 

Long-term debts consisting of notes payable and pension obligations owed by the primary government, e e ~ t  for 
amounts owed by the capital projects fund, are accounted for in the general long-term debt account P U P  
required by generally accepted accounting principles. 

Properg Tax Revenue 

The City assesses property taxes on January 15' of each calendar year and bills are due and payable by %ember 
31St in the year assessed. All bills paid prior to November 1st are eligible for a 2% discount and all bills pid after 
December 3 1'' are charged a 6% penalty per m u m  plus interest at a rate of one-half of one percent per ma- un.til 
paid. Property tax revenue is recognized when it becomes due and payable. Property taxes are collect byf e City 
Clerk; motor vehicle taxes are collected by the Bullitt County Clerk's office. 

An occupational tax of .5% is assessed on a11 payroll paid within the City. Taxes are collected and re-ed 
employers on a qi~arterly basis. Occupational tax revenue is recognized w'hen measurable and availabie. 



CITY OF SKEPHERDSVILLE, KENTUCKY, X;ENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED 

JUNE 30,2001. 

I NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES -CONTXNUED 

Restaurant Tax 

The City assesses a 2% tax on the retail sale of all food and beverage sales by a restaurant within the City. The 
proceeds of this tax is remitted to the Shepherdsville-Bull County Tourist and Convention Committee to promote 
tourism in Shepherdsville and Bullitt County. 

Estimates 

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

Totals (Memorandum 0124.9 CoIUntizs 

The total columns captioned "Memorandum Only" is presented for analysis purposes only. They are not intended 
to present fairly the financial position or resuIts of operations of the City as a whole. 

/ NOTE 3 - DEPOSITS AND llWESTMENTS 

The City of Shepherdsville, Kentucky categorizes deposits at local financial institutions to give an indication of 
the level of: risk assumed by the City at fiscal year end. The categories are described as follows: 

Category 1 - Insured or collateralized with securities held by the City or by its agent in the City's name. 
Category 2 -Collateralized with securities held by the pledging financial institution's tmst department or agent 
in the City's name. 
Category 3 - Uncollateralized. 

Deposits, including certificates of deposits shown as investments in the financial statements, categorizedby level 
of risk at June 30,2001 are as follows: 

Bank Category - Carrying 
Account Balance 1 2 3 Amounl 

Cash $ 671,177 $ 200,000 $ 32,407 $438,770 $ 466,382 
Certificates 564,086 100,000 249,726 214,360 564,086 

Tatal $ L235.263 $ 300.000 $ 282,133 $653,130 $ ::030.469 

of the amounts shown in category 3, $441,564, met the criteria to be placed in category 2; however, there were 
no written qeernents  or the agreements were not approved by the bank as required by the  overm mental 
Accounting Standards Board. 



CITY OF SHEPHERDSVILLE, KENTUCKY, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED 

JUNE 30,2001 

NOTE C -FIXED ASSETS 

I A summary of changes in the General Fixed Assets Account Group is as follows: 

I Balance Balance 

Land 
July 1,2000 Increase Decrease June 30,2001 

$ 71,900 $ - 9; - $ 71,900 
Vehicles 610,764 432,69 1 1,043,455 
Buildings and Improvements 353,168 . 32,142 - 385,310 
Equipment 458,744 32.545 - 49 1,289 

Total $ 1.494.576 $ 497,378 $ $1- 

I Depreciation expense for the year ended June 30,2001 in the general fxed assets account group is $127,142. 

I A summary of changes in the Proprietary Fund is as follows: . 
I 

Balance Balance 
July 1,2000 Increase Decrease June 30.2001 

Land 3 74,436 $ $ - $ 74,436 
Water and Sewer System 8,074,707 133,971 8,208,678 
Vehicles 108,131 144,222 252,353 
Buildings and Improvements 139,538 139,538 
Equipment 153,591 . - 15,341 -- 168,932 

Total $ 8.550.403 $ 293.534 - $ g:843.937 $= 

Depreciation expense for the year ended June 30,200 1 in the proprietary fund is $247,407 (water system $48,637, 
sewer system $198,770). 

NOTE D - EMPLOYEE RETIRENENT SYSTEM, 

The County has elected to participate in the County Employee Retirement System pursuant to KRS 78.530 
administered by the Board of Trustees of the Kentucky Retirement Systems. This is a multiple employer p u b l i c  
reti.mnent system,. which covers all eligible full-time emplayees. Benefrt contributions and provisions are 
established by statute. Nonhazardous covered employees are required to contribute 5 percent of their salary to the 
plan and hazardous covered employees are required to contribute 8 percent of their salary. The County's 
contribution rate for nonhazardous employees was 7.17 percent and for hazardous employees it was 16.78 
percent. 

Benefits fully vest on reaching five years of service for nonhazardous employees. Aspects of beneFZts for 
  on hazardous employees include retirement after 27 years of service or age 65; benefits for hazardous emp%~Yees 
include retirement after 20 years of service or age 55. 

Historical trend information showing the CERS' progress in accumulating sufficient assets t o  pay bend& when 
due is presented in the Kentucky Retirement System's annual financial report. 

NOTE E - INTERGOVERMMENTAL REVENUE 

[Jnper the provisions of state law, the Coinmonwealth of Kentucky reimbursed the City for poiice and fire in=entive 
training and other miscellaneous operating costs during the year ended June 30, 2001 that are recorded i n  the 
General Fund. 



CITY OF SHEPHERDSVILLE, KENTUCKY, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED 

JUNE 30,2001 

NOTE F - LITIGATION 

The City is involved in various legal proceedings incidental to the nomal course of business. City management is 
of the opinion, based upon the advice of general counsel, that although the outcome of such litigation cannot be 
forecast with certainty, final disposition should not have a material effect on the financial position of the City. 

1 NOTE G - RISK MANAGEMENT 

The City is exposed to various risks of loss related t o  torts; theft of, damage to, and destruction of assets; errors 
and omissions; and natural disasters. The City maintains commercial insurance coverage for each of the above 
risks of loss. Management believes such coverage is sufficient to preclude any significant uninsured losses to the 
City. Settled claims have not exceeded this commercial coverage in any of the past 'three fiscal years. 

I NOTE H - LONG-TERM DEBT 

I Proprietary Fund 

I Revenue bonds payable consist of the following at June 30,2001: 

1966 Issug - These bonds were used to fmance the construction of water and sewer lines within the  City 
and are payable to General Motors Acceptance Corporation. They bear an interest rate of 3 718% and are 
secured by a statutory lien and pledge of water and sewer revenues. The balance due on this issue a t  June 
30, 2001 is $254,000. 

1979 Issue - These bonds were used to finance the construction of water lines within the City and are 
payable to General Motors Acceptance Corporation. They bear an interest rate of 5% and are secured by a 
statutory lien and pledge of water and sewer revenues. The balance due on this issue at June 30, 2.001 is 
$295,000. 

1982 Issue - These bonds were used to finance the construction of sewer lines within the City and are 
payable to General Motors Acceptance Corporation. They bear an interest rate of 5% and are secured by a 
statutory lien and pledge of water and sewer revenues. The balance due on this issue at June 3 0 , 2 0 9 1  is 
$73 8,000. 

1994 Issue - These bonds were used to finance the construction of sewer l i e s  within the City and are - 
payable to Buillitt County Bank. They bear a variable rate of interest .from 5.25% to 5.60% and are secured 
by a statutory lien and pledge of water and sewer revenues. The balance due on this issue at June 30, 2001 
is $400,000. 

Summary of Revenue Bonds Payable: 

1966 Issue 
1979 h u e  
1982 Issue 
1 994 Issue 

Subtotal 
Bond Discount met) 
Bond Agent Fees (Net) 
Deferred Loss on Refunding (Net) 

Revenue Bonds Payable 
Less Current Portion 
Long Term Portion 

14 



CITY OF SWEPHERDSVILLE, KENTUCKY, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS - CONTINlJED 

JUNE 30,2001 

NOTE H - LONG-TERM DEBT - CONTINUED 

\ Debt Service Requirements to Maturity 

I 
The annual debt service requirements to maturity for long-term debt as of June 30 are as follows 

Year Ending 
June 3 0, 

2002 
2003 
2004 
2005 
2006 

2007-201 1 
2012-2016 
2017-2021 

Total 

1966 Issue 
$ 49,000 

50,QOO 
51,000 
52,000 
52,000 

-0- 
-0- 

Revenue Bonds 
1979 Issue 1982 lssue 
$ 10,000 $ 22,000 

11,000 23,000 
11,000 25,000 
12,000 26,000 
13,000 27,000 
73,000 158,000 
95,000 200,000 
70,000 257,000 

$295.000 $738,000 

1994 Issue 
$ 100,000 

100,000 
100,000 
100,000 

-0- 
-0- 
-0 - 
-0- 

$400.000 

NOTE I - CAPITAL LEASE AGR.EIEMENTS 
I 
1 The City has entered into the following capital lease agreements: 

I General Long Term Debt Account Group 

InNovember 1999 the City entered into a three year lease agreement in the amount of $81,011 for the acpi  s i t ion 
of three police cmisers. This lease requires quarterly payments in the amount of $7,365 includinginterest 
(imputed at 6.50%) with the fmal payment due in August 2002. 

h December 1998 the City entered into a twenty year lease agreement in the amount of $220,00OEur the 
construction of sidewalks within the City. This lease requires monthly interest payments and s e r n i r n u a t  
principal payments (June and December of each year) at various amounts. The interest rate on this b a s e  is 
5.589% with the final payment due in December 20 18. 

In February 2000 the City entered into a six year lease agreement in the amount of $409,434 for the aep i s i t i on  
of a new fire truck. This lease requires annual payments in the amount of $70,502 including interest (irnl~x-ted at 
4.90%) with the final payment due in Febmary 2007. 

1 
Future minlaum lease payments under these three leases are as follows: 

Year Ending 
June 30, 

2002 
2003 
2004 
2005 
2006 

Thereafter 
Total Future Minimum Payments 
Less Amounts Representing Interest 
Present Value of Net Minimum Lease Payments 
Less Current Portion 
Long Term Portion of Capital Leases 

Ford Motor Credit 
$ 29,462 

7,365 
-0- 
-0- 
-0- 

Sidewalk Lease 
$ 19,683 

19,153 
18,622 
18,091 
17,561 

Fire Tn= Lease 
$ I, 5 0 2  

3 ,  5 0 2  



CITY OF SHEPHERDSVILLE, KENTUCKY, mNTUCKY 
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED 

,TUNE 30,2001 

\ 
NOTE I - CAPITAL LEASE AGREEMENTS - CONTINUED 

1 Proprietary Fund 

In October 1997 the Water and Sewer System entered into a five year lease agreement in the amount of $130,000 
for the continued development of water and sewer service within the City. This lease requires semi-annual 
payments (April and October of each year) at various amounts. The interest rate on this lease is 5.73% with the 
final payment due in October 2002. 

1 Future minimum lease payments under this lease is as follows: 

Year Ending 
Jme 3, -- 

2002 

I Thereafter 
Total Future Minimum Payments 

Fifih Third Bank 
$ 30,128, 

12,755 
-0- 
-0- 
-0- 

\ Less Amounts l?epresenting Interest 2,283 
Present Value of Net Minimum Lease Payments 40,600 

I Less Current Portion 28.200 
Long Term Portion of Capital Leases $ 12.400 

1 NOTE J - PRTOR PERIOD ADJIJSTMXNT 

Certain adjustments had to be made to the opening fimd balance figures per the prior year audit to  make them 
agree to the financial records of the City. 



CITY OF S~PHEPU3SVILLE, KENTUCKY 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE YEAR ENDED JUNE 30,2001 

b Federal Pass-through 
ederal GrantorRass-through Grantor1 CFDA Entity Ident- Federal 

Program or Cluster Title Number -- ifying Number - .  Expenditures 

~U.S. DEPARTMFNT OF HOUSING AND URBAN DEVELOPMENT 

i Direct Program 
Disaster Recovery Initiative Grant 

I Direct Program 
Community Development Block Grant 

U .S. DEPAR'IMENT OF JUSTICE 

i 
Direct Program 

I Slate Police Grant 

Direct Program 

- 1  
COPS Fast Grant 

1 . S  FEDERAL EMERGENCY MANAGEMEPIT AGENCY 

I Passed-Through State Department of Military Affairs: 
Disaster and Emergency Assistance Grants 

Hazard Mitigation Program 

1 TOTAL CASH EXPENDITURES OF FEDERAL AWARDS 

Not Available B-97-NU-2 1-0006 

Not Available . Not Available 

Not Available AL-99-16 

Not Available 1999 SHWXOO75 

Not Available 1163-DR-KY-0014 218,942 

See accompanying footnote to the Schtdule of Expenditures of Federal Awards 
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CITY OF SHEPHXRDSVILLE, KENTUCKY 
NOTES TO THE SCREDULE OF FEDERAL AWARDS 

37JnE 30,2001 

NOTE 1 - PRESENTATION 

This schedule is presented on the cash basis of acco~inting. 



Certified Public Accountants 
i 

I June 28,2002 

Report on Compliance and on Internal Control Over Financial Reporting 
Based on an Audit of Financial Statements Performed in 

Accordance with Government Auditing Standards 

1 To the Mayor and City Council 
City of Shepherdsville, Kentucky 

I We have audited the general purpose financial statements of the City of Shephcrdsville, Kentucky, as of and for the Year 
ended June 30, 2001, and have issued our report thereon dated June 28,2002. 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 Cbvernment Auditing Standards, issued by the Comptroller General of the United States. 

1 Com~liance 
As Pad of obtaining reasonable assurance about whether the City of Shepherdsville, Kentucky's general purpose financial 
statements are free of material misstatement, we perforined tests of its compliance with certain provisions of laws, I regulations, contracts and grants, noncompliance with which could have a direct and material effect on the determination of 
fmancial statement amounts. However, providing an opinian 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 afe required to be reported under Government Auditing Standards. 

Internal Control Over Financial R e ~ o r t t  

1 In planning and performing our audit, we considered the City of Shepherdsville, Kentucky's internal control over fmancial 
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the general p W o s e  
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 over b a n c i a l  1 reporting that might be material weaknesses. A material weakness is a condition in which the design or operation of o n e  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 lo the general purpose 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 repokig and its operation that we consider to be material weaknesses. 

This report is intended solely for the information and use of the finance committee, managernent,'city Council, a d  federal 

] awarding agencies and is not intended to be and should not be used by anyone other than these specified parties. 



, Certified Public Accountants 

June 28,2002 

Report on Compliance with Requirements Applicable to Each Major Program 
and Internal Control Over Compliance In Accordance with O M 3  Circular A-133 

To the Mayor and City Council 

I City of Shepherdsville, Kentucky 

I 

Compliance 
We have audited the compliance of the City of Shepherdsville, Kentucky, with the types of compliance requirements 
described in the U.S. Ofice of Management and Etcdget (OMB) Circular A-133 Compliance Supplement that are applicable 
to each of its major federal progams for the year ended lune 30,200 1, The City of ~he~herdsville, ~en tucky ' s  major federal 
progams are identified in the summary of auditor's results section of the accompanying schedule of findings and queseioned 
costs. Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its major .federal 1 progams is the responsibility of the City of Shepherdsviiie, Kentucky's management, Our responsibility is to express an 
opinion on the City of Shepherdsville, Kentucky's compliance based on our audit. , 

1 We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States of 
America; the sk~ndards applicable to fmancial audits contained in Government Auditing Standards, issued by  the CornpQ'oller 
(3eneral of the United States; and OMB Circular A-133, Audlts ofstates, Local Coverrvnents, and Non-Profit Organizations. 
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about 1 whether noncompliance with the t)pes of compliance requirements referred to above that could have a direct and inaterial 
effect on a major federal program occurred. An audit includes examining, on a test basis, evidence about the C i t y  of 
Shepherdsville's compliance with those requirements and performing such other procedures a s  we considered necessary in 

\ the Ci~~umstances. w e  believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal 
determination of the City of Shepherdsville, Kentucky's compliance with those requirements. 

In our opinion, the City of Shepherdsville, Kentucky, complied in all material respects, with the requirements referred to 

] above that are applicable to each of its major federal programs for the year ended June 30,2001. 

Internal Control Over Com~liance 

1 The management of City of Shepherdsville, Kentucky, is responsible for establishing and maintaining effective i l l temai  
control over compliance with requirements of laws, regulations, contracts and grants applicable to federal prograrms- In 
planning and performing our audit, we considered the City of Shepherdsville, Kentucky's internal control over compliance 
with requirements that could have a direct and material effect on a major federal program in order to determine our a,-dikg I procedures for the PilipoSe of expressing our opinion on compliance and to test and report on the internal control over 
compliance in accordance with OMB Circular A- 13 3. 

1 Our consideration of the internal control over compliance 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 mole Ofthe 

internal control components does not reduce to a relatively low level the risk that noncompliance with a p l i c a h l e  
requirements of laws, regulations, contracts and grants that would be material in relation to a major federal program- being 
audited may occur and not be detected within a timely period by employees in the normal course of performing their t s s i g n e d  
functions. We noted no matters involving the internal control over compliance and its operation that we c o n s i b r  to be 
material weaknesses. 
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I 
1 This report: is intended solely for the information and use of the finance committee, management, City Council, and federal 

awarding agencies and is not intended to be and should not be used by anyone other than these specified parties. 

S t q h e M y  Ei Lmm, PSC 



CITY OF SmPHEmSVKLE, KENTUCKY 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30,2001 

I SUMMARY OF AUDIT 

1 
1. The independent auditor's report expresses an unqualified opinion on the financial statements of the City of 

Shepherdsville, Kentucky 

2. NO reportable conditions disclosed during the audit of the financial statements are reported in this schedule. 

i 3.  No instances of noncompliance material to the financial statements af the City of Shepherdsville, Kentucky were 
disclosed during the audit. 

i 
4. No reportable conditions were disclosed during the audit of the major federal awards programs. 

I 5. The auditor's report on compliance for the audit of the major federal award programs for the City of Shepherdsville, 
Kentucky expresses an unqualified opinion. 

1 6. Audit findings relative to the major federal award program for the City of Shepherdsville, Kentucky are reported in this 
schedule. 

1 7. The program tested as a major program was: U.S. Department of Housing and Urban Development, Disaster Retovery 
Initiative Grant and U.S. Federal Emergency Management Agency, passed through the State Department for Military 
Affairs, Hazard Mitigation Program. 

8. The threshold for distinguishing Type A and B programs was $300,000 

9. The City of Shepherdsville, Kentucky was not determined to be a low-risk auditee. 

FINDINGS -FINANCIAL STATEMENT AUDIT ' REPORTABLE CONDITIONS 

None 

NONCOMPLIANCES 

I None 

FINDINGS AND QUESTIONED COSTS - M A J O R  FEDERAL AWAEtDS PROGRAM 

1 None 

PRIOR YEAR PINDXNGS 

There were no prior year audit findings. 

I 
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