BEFORE THE PUBLIC sepy; oy
PUBLIC SERVICE COMMISSION OF KENTUCKY MMission

In the Matter of: No. 2009- dﬁm - 008 86

Application of the
Louisville and Jefferson County Metropolitan Sewer District
For an Order Approving a Transfer of Ownership and Control

APPLICATION

Applicant, the Louisville and Jefferson County Metropolitan Sewer District
(“MSD”) hereby applies to the Kentucky Public Service Commission (“PSC”) for (a)
approval pursuant to KRS 278.020(5) of a transfer of ownership and control of a
jurisdictional utility, and (b) any other approval necessary relating to the acquisition of
the Shadowwood Wastewater Treatment Plant. In support of its request, MSD states as
follows:

THE APPLICANT
1.  MSD is a public body corporate created and organized pursuant to KRS

Chapter 76 of the Kentucky Revised Statutes, whose address is 700 West
Liberty Street, Louisville, Kentucky.

2. MSD’s statutory responsibilities include the providing of sewage and
drainage facilities to the public; the regulation of public and private sewers
and drains and the discharge of waste and waters into the sewer system, and
is authorized to provide for wastewater discharge permits and abatement of
and liabilities and penalties for the violations of MSD’s regulations and
Metro Government ordinances.

3. In order to carry out these responsibilities MSD owns and operates
wastewater treatment plants and pump stations which comprise part of the
sanitary sewer system throughout Jefferson County.

4.  Pursuant to KRS 76.070 and KRS 76.110, MSD has the legal authority to

acquire land and existing facilities.



Copies of all orders, pleadings and other communications regarding this
Application should be directed to:

Douglas Scott Porter

Louisville and Jefferson County
Metropolitan Sewer District

700 West Liberty Street
Louisville, Kentucky 40203-1911

THE TRANSACTION

MSD was created in 1946 as a public body corporate and subdivision of

the Commonwealth of Kentucky. It has complete control, possession,
and supervision of the sewer and drainage system within the City of
Louisville and within large portions of Jefferson County that it has
annexed into its service area. KRS Chapter 76 authorizes MSD to
construct facilities within its service area and to recover the cost of its
services in accordance with rate schedules adopted by its governing
Board. Due to the merger of the City of Louisville and the Jefferson
County Governments, MSD is now considered a component unit of the
new Louisville Metro Government.

Shadowwood Waste Environmental, LLC (“Shadowwood”) is a
Kentucky limited liability company whose mailing address was 13404
Creekwood Road, Prospect, Kentucky, 40059 who owned and operated
the Shadowwood Wastewater Treatment Plant and collection system
(“Shadowwood WTP”) which was located on property described in a
deed recorded in Deed Book 8578, Page 950 in the Jefferson County
Clerk’s Office.

Shadowwood WTP was originally acquired by a developer who initially
acquired the plant because it was needed to provide sewer service for a
condominium complex that the developer’s firm was constructing.
Subsequently, MSD and Shadowwood entered into an agreement for MSD
to operate the plant with a clause that gave MSD the right to purchase it.
MSD operated the plant for approximately 2 years and decided to exercise

the right to purchase it. By MSD exercising its option to purchase the
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WTP, the Transaction will serve the public interest by enabling the
continued operation of the facility without any interruption of service by
a public utility with the manpower and resources to operate the plant in
compliance with all environmental laws. Additionally, the merger is
consistent with the State’s environmental policy of regionalization and
consolidation of sewer services and the elimination of private ownership
of treatment plants. A copy of Operation Agreement between
Shadowwood and MSD is attached as Exhibit A.

Through Bill of Sale and Transfer of Deed ( collectively referred to as
the “Agreement”) executed on September 17, 2008, Shadowwood
transferred to MSD, and MSD has acquired all the utility assets and
liabilities of Shadowwood pursuant to an agreement between
Shadowwood and MSD (hereinafter, "the Transaction"). This Transaction
is a transfer within the meaning of KRS 278.020(5).

The terms and conditions of the Transaction are set out in the
Shadowwood Disposal Systems, LLC Wastewater Treatment Plant and
System Bill of Sale and Deed of Transfer which comprise the purchase
agreement. These documents are collectively referred to as "the
Agreement" and are attached as Exhibit B.

Pursuant to Section 1B-1(a) of MSD’s Procurement Code, because the
acquisition was less than $50,000, the purchase did not need to be
approved by the MSD Board and the Executive Director is vested with
the authority to execute the purchase agreement.

On September 17, 2008, MSD’s Executive Director executed the
Agreement and had a check tendered to Shadowwood in the amount of
$44,038.48 to effectuate the transfer and acquisition of the Shadowwood.
On October 1, 2008, MSD submitted the necessary “Change in
Ownership” information to the Division of Water, KPDES Branch of the
Environment and Energy Cabinet. A copy of the change of ownership
form is attached as Exhibit C.

On November 6, 2008, MSD received a notice from the PSC inquiring if
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the transfer of the Shadowwood WTP to MSD had been approved by the
PSC.

MSD provided the PSC with information concerning the acquisition and
on November 14, the PSC notified MSD that neither Shadowwood nor
MSD had applied for or obtained the approval of the transfer as per KRS
278.020(5).

On December 3, 2009, MSD tendered a formal appeal to the PSC
requesting a ruling on the applicability of the KRS 278.020 to MSD
since MSD is not a utility as defined by KRS 278.010(3)(f). A copy of
MSD’s letter is attached as Exhibit D.

On April 1, 2009, MSD received a response from the PSC setting forth
the rationale behind the PSC’s interpretation that the provisions of KRS
278.020 are applicable to the transaction. A copy of the PSC’s response
letter, without the attachments, is attached as Exhibit E.

Upon receipt and review of the PSC’s advisory letter, counsel for MSD
contacted the Assistant General Counsel for the PSC and requested
samples of the necessary forms to proceed with the approval process.

On May 21, 2009, the Assistant General Counsel for the PSC forwarded
the necessary checklist along with sample applications to MSD counsel.
Although the Agreement between Shadowwood and MSD has been
executed, MSD tenders this application in order to secure the necessary
regulatory approval of the PSC and is providing a full executed copy of
the Agreement along with this Application.

As per the Agreement, on September 17, 2008, Shadowwood transferred
to MSD all properties owned and operated by Shadowwood used in the
operation of the Shadowwood wastewater collection and treatment
system. The properties transferred included the wastewater treatment
plant and all sewer pipes, lines, man holes, force mains, treatment plants,
pumping and lift stations, easements, rights-of-ways, licenses, privileges,
improvement and appurtenances necessary to the operation of the

wastewater treatment plant and the attendant system. See Exhibit B.
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KRS 278.020(5) Transfer Requirements
The Commission should approve the transfer by Shadowwood pursuant

to KRS 278.020(5). MSD has the financial, technical, and managerial

abilities to continue to provide reasonable service to the customers as
was done through prior agreement with Shadowwood and has been doing
since the Transaction. MSD currently has a workforce of over 600
employees. 73 are employed as certified operators. Because MSD is a
public utility created to manage and operate the sewer and drainage
system in Jefferson County, MSD’s workforce is trained to handle
specific job functions directly related to the operation of the sewer and
drainage system. Additionally, MSD’s employees are on-call 24 hours a
day, 7 days a week to handle immediate emergencies and MSD has a an
Emergency Response Unit in the event of crisis.

Since the transfer occurred on September 17, 2008, MSD has continued
to operate the utility and has otherwise bore all regulatory and financial
responsibility for the operation and maintenance of the facilities, and
there has been no disruption of service.

Since MSD took over ownership of the Shadowwood utility facilities on
September 17, 2009 MSD has continued to receive all income and pay
all expenses relating to the operation of the treatment plant, and
otherwise, has borne all financial and staffing responsibility for the
operation and maintenance of the facilities as well as assuming all legal
permitting responsibility for the plant.

Prior to the Transfer, although MSD was operating the plant pursuant to
an agreement with Shadowwood, the facility was under the jurisdiction
of the PSC who was ultimately responsible for compliance with all PSC
regulations, including those which require the timely filing of any
information, notice, or reports as well as environmental permitting rand

reporting requirements.
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As demonstrated by its Comprehensive Annual Financial Report for the
Fiscal Year Ended June 30, 2008, attached as Exhibit F, and a copy of
MSD’s 2008 Annual Report, attached as Exhibit G, and its control and
operation of the sewer and drainage system within the City of Louisville
and portions of Jefferson County for more than 55 years, MSD has the
financial, managerial, and technical abilities to provide reasonable service
to the persons currently served by Shadowwood. The reports detail the
various features of MSD’s facilities and workforce which should
illustrate the agency’s expertise and financial capability in operating and
managing, not only this plant, but the entire Jefferson County sewer and
drainage system.

The merger is consistent with the Commonwealth’s policy of
regionalization and consolidation. The purchase will produce greater
economies of scale, eliminate wasteful duplication of costs and efforts,
result in a sounder and more businesslike degree of management, and
produce a higher degree of service at a lesser cost.

Since the merger, Shadowwood customers have been subject to one rate
increase of 6.5 %. This was not a special rate increase but was a standard
rate increased assessed to all Jefferson County customers of MSD.
However, since the transfer, MSD has done a significant amount of
repairs and upgrades to the plant. These include replacing the
commutator motor, blower controls, diffusers, the control on the
stabilization tank pump, and timers on the controls. Additionally, leaking
headers were either repaired or replaced and the skimmer lines from the
digester to the clarifier were repaired and extended. MSD also repaired
and extended the fence around the plant and made repairs to handrails
and walkways around the plant. These repairs and upgrades have helped
the plant function more efficiently and in compliance with the
environmental regulations, and improved the quality of service to the

customers.
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Other Requirements

The Transaction does not include an acquisition within the meaning of
KRS 278.020(5) or an acquisition of control as defined by KRS
278.020(6), because MSD is not subject to the jurisdiction of the
Commission.

If the Commission nonetheless applies KRS 278.020(5) to the
Transaction, the Commission should approve the acquisition by MSD of
control of the utility assets of Shadowwood. As demonstrated by this
Application, the Transaction is in accordance with law, for a proper
purpose, and is consistent with the public interest. Therefore, the
Commission should approve the acquisition by MSD of the utility assets
of Shadowwood.

Through this transaction, although Shadowwood has transferred all of its
utility assets to MSD and ceased to be responsible for providing utility
services after September 17, 2008, it is not abandoning the utility or its
assets within the meaning of KRS 278.021 because the transfer was to
MSD, an entity with the capability to provide reasonable service and
which is agreeing to take on the responsibility of providing service to the
customers. However, if the Commission nonetheless applies the KRS
278.020(5) provisions relating to abandonment of ownership or control
to the Transaction, the Commission should approve Shadowwood s
transfer of all of its utility assets to MSD and cessation of providing
utility service.

CONCLUSION

WHEREFORE, Applicant MSD requests an Order of the Commission within 60

days of the filing of the Application which:

a)

b)

Grants approval pursuant to KRS 278.020(5) for the transfer to MSD by
Shadowwood of ownership and control of the Shadowwood utility assets
in the Proposed Transaction; and

Declares that KRS 278.020(6) is inapplicable or, in the alternative, grants
approval pursuant to KRS 278.020(6) for the acquisition by MSD of



control of the Shadowwood utility assets in the Transaction; and
c) Declares that no other Commission approvals are necessary for the

Transaction or, in the alternative, grants any other approvals necessary.

Respectfully submitted,

0.5

Douglas Scott Porter

Louisville and Jefferson County
Metropolitan Sewer District

700 West Liberty Street
Louisville, Kentucky 40203-1911
Phone: (502) 540-6623

(Fax): (502) 540-6565




VERIFICATION

I, Herbert J. Schardein, Jr., Executive Director, Louisville and Jefferson
County Metropolitan Sewer District, do hereby swear or affirm that the contents

of the foregoing Application are true and accurate to the best of my knowledge.

COMMONWEALTH OF KENTUCKY

COUNTY OF JEFFERSON

Signed and sworn to before me this l / day of August, 2009 by

Herbert J. Schardein, Jr. as Executive Director, Louisville and Jefferson County

%M ,((?,/)Ll/aﬁ:_é:z—.

i\fotary Public A g
My Commission expires A/ Og L0/ /

Metropolitan Sewer District.

CERTIFICATE OF FILING AND MAILING

I hereby certify that on the l 2""5 day of August 2009, the original and
ten(10) copies of this Application were hand delivered to Jeff Derouen, Executive
Director, Public Service Commission, 211 Sower Blvd., Frankfort, KY 40602,
and that a copy was sent via U.S. Mail, to

Assistant Attorney General
Office of Rate Intervention
1024 Capital Center Drive, Suite 200

NP NN

Attorngy for the Applicant




SHADOWWOOD WASTE WASTEWATER COLLECTION AND TREATMENT
SYSTEM

AGREEMENT

"i

This AGREEMENT, made and entered into at Louisville, Kentucky, this M day of

February, 2005, by and between SHADOWWOOD WASTE ENVIRONMENTAL, LLC, a
Kentucky limited liability company with its principal office at 13404 Creekview Road,
Louisville, KY 40059, (hereinafter referred to as “SHADOWWOOD WASTE”) and the
LOUISVILLE AND JEFFERSON COUNTY METROPOLITAN SEWER DISTRICT, 700
West Liberty Street, Louisville, Kentucky 40203, a public body corporate and political
subdivision organized pursuant to Chapter 76 of the Kentucky Revised Statutes (hereinafter

referred to as “MSD”).

°

Whereas, SHADOWWOOD WASTE owns and operates a wastewater treatment plant,
specifically Shadowwood Wastewater Treatment Plant (hereinafter referred to as

“SHADOWWOOD WTP”) and

Whereas, SHADOWWOOD WASTE desires to grant additional sewer taps to one or more
third parties prior to MSD’s acquisition of the SHADOWWOOD WTP; and

Whereas, neither the Public Service Commission nor the Jefferson County Health
Department will permit SHADOWWOOD WASTE to enlarge its customer base without first

cleaning and upgrading its wastewater treatment lagoon; and

Whereas, SHADOWWOOD WASTE would like to avoid the costs associated with the

cleaning and upgrade of its wastewater treatment lagoon; and

Whereas, MSD would like to manage the SHADOWWOOD WTP and prepare

EXHIBIT A



SHADOWWOOD WASTE’s customers and facilities for the time when MSD’s comprehensive
collection and treatment system becomes available 1o the SHADOWWOOD WASTE

Development; and

Whereas, in the interest of public health and safety SHADOWWOOD WASTE desires to
have MSD operate the SHADOWWOOD WASTE SYSTEM while SHADOWWOOD WASTE
maintains ownership of the SHADOWWOOD WASTE SYSTEM; and

Whereas, MSD is willing, under the conditions set forth in this AGREEMENT, to operate
the SHADOWWOOD WASTE SYSTEM in the general interest of public health, safety and

general welfare; and

Whereas, SHADOWWOOD WASTE and MSD have negotiated this AGREEMENT
whereas ownership, maintenance and operations responsibilities for the SHADOWWOOD
WASTE SYSTEM are clearly delineated and both parties are adequately compensated for their

investments and responsibilities;

Now, therefore, in consideration of the mutual undertakings and obligations hereinafter set

forth, SHADOWWOOD WASTE and MSD agree to the following:

1. The following definitions will apply throughout this AGREEMENT.

ch

’ f
a
A. OPERATIONS DATE shall be the i& day of-Feb;aﬂsy, 2005 and shall be the
date on which MSD assumes operational and maintenance responsibilities for the
SHADOWWOOD WASTE SYSTEM.

B. EXECUTION DATE shall be the date on which this AGREEMENT is fully
executed by both parties.



C. FINAL DATE shall be when MSD diverts the wastewater flow from
SHADOWWOOD WTP to MSD’s comprehensive collection and treatment

system.

D. SHADOWWOOD WASTE SYSTEM shall mean all properties, real, personal or
mixed, which are owned and operated by SHADOWWOOD WASTE and which
are used in the operation of the Shadowwood wastewater collection and treatment
system that flows to SHADOWWOOD WTP, as of the EXECUTION DATE and
subsequent thereto. This shall include all FACILITIES and the SHADOWWOOD
WTP.

E. FACILITIES shall include sewer pipes, lines, force mains, pumping and lift
stations, and all other real and/or personal property used in the collection and

conveyance of sanitary sewerage to the SHADOWWOOD WTP.

SHADOWWOOD WASTE and MSD agree that as of the OPERATIONS DATE, MSD
shall assume opération and maintenance responsibilities for the SHADOWWOOD
WASTE SYSTEM. MSD’s operations and maintenance responsibilities shall include
the following

A. MSD shall provide an Operator, Class I or higher if appropriate for the design
capacity of the SHADOWWOOD WTP. The MSD Operator, if below Class IV,
shall be under the supervision of a Class IV Operator. The MSD Operator shall

perform the following services:
1) Conduct a daily inspection of the SHADOWWOOD WTP,

2) Make adjustments to the chemical feed system and change out the

chlorine and sulfur dioxide cylinders as needed.



3) Supervise the sludge wasting operations.

4) Maintain an on-site log of daily activities.

5) Collect samples as necessary.

6) Operate the SHADOWWOOD WTP in a good workman like fashion.

MSD shall operate the SHADOWWOOD WTP according to standards designed
to consistently comply with Kentucky Pollutant Discharge Elimination System
(KPDES) Permit requirements. MSD will strive to comply with all KPDES Permit
limits, however MSD cannot guarantee that permit limits will not, on occasion, be

exceeded.

MSD shall provide for the collection and analysis of samples necessary for the
proper operation of the SHADOWWOOD WTP. MSD shall also perform those
tasks necessary to meet the reporting requirements of the KPDES Permit.

. MSD shall operate and maintain the SHADOWWOOD WASTE SYSTEM in a

manner consistent with MSD’s current practices in use throughout the MSD

service area.

MSD shall be responsible for all costs associated with the operation and
maintenance of the SHADOWWOOD WASTE SYSTEM, including but not
limited to electricity, water, chemical, operators, reports, fees to the health
department or any other applicable government agency, and capital improvements
& repairs necessary to maintain the SHADOWWOOD WASTE SYSTEM in
compliance with applicable government regulations. MSD shall oversee the
project management of the Lagoon Clean up Contract for no additional project

fee. MSD shall not be responsible for property taxes associated with the



SHADOWWOOD WASTE SYSTEM.

MSD and SHADOWWOOD WASTE agree that SHADOWWOOD WASTE shall retain
ownership of the SHADOWWOOD WTP and all FACILITIES for the duration of this
AGREEMENT,

On the OPERATIONS DATE, SHADOWWOOD WASTE shall provide MSD with a list
of properties serviced by the SHADOWWOOD WTP and the amount charged for each
property. SHADOWWOOD WASTE agrees to provide, in a timely manner, updated
information for the aforementioned list as may be necessary. SHADOWWOOD WASTE
shall be responsible for the collection of all billings for properties served by the
SHADOWWOOD WTP until the FINAL DATE. Prior to the 10th day of the month,
SHADOWWOOD WASTE shall tender to MSD; 1) a list of all billing received from the
Louisville Water Company for the previous month, and 2) a check equal to the amount of
billings received for the month minus a One Thousand Dollar retainage due
SHADOWWOOD WASTE on a bi-monthly basis. SHADOWWOOD WASTE’S
retainage amount shall be $6,000 annually. All payments due MSD under this
Agreement received after the 10™ of the month shall be subject to a 7 %% interest charge.
In the event MSD does not receive payment by the 10th day, MSD shall notify
SHADOWWOOD WASTE via the United State Postal Service. Payments not received
by the 10th day of the following month shall constitute a material breach of this
Agreement. MSD acknowledges that SHADOWWOOD WASTE has a contractual
relationship with the Louisville Water Company for the collection of sewer bills.
SHADOWWOOD WASTE shall take all actions that the Louisville Water Company may
deem reasonably necessary for the collection of delinquent billings, including but not
limited to the granting of permission to the Louisville Water Company to discontinue

water service for delinquent bills.

MSD agrees that SHADOWWOOD WASTE may authorize one or more parties, at
different times on or before the FINAL DATE, to connect sixty-six (66) sewer taps to the



SHADOWWOOD WASTE SYSTEM. MSD agrees to waive all capacity charges and

connection fees for these additional sewer taps.

When MSD determines that the MSD comprehensive collection and treatment system is
available to the SHADOWWOOD WTP, then SHADOWWOOD WASTE authorizes
MSD to take such steps as MSD deems necessary to divert the wastewater flow from the
SHADOWWOOD WTP to the MSD comprehensive collection and freatment system.
MSD agrees to provide SHADOWWOOD WASTE with thirty (30) days notice prior to
the diversion of flow. SHADOWWOOD WASTE agrees to provide, on or before the
FINAL. DATE, without charge, all third party perpetual easements then in
SHADOWWOOD WASTE’s possession, and all perpetual easements across the
remaining lands of SHADOWWOQOD WASTE, that MSD reasonably deems necessary
for the diversion of wastewater from the SHADOWWOOD WTP to the MSD
comprehensive cblleotion and treatment system. SHADOWWOOD WASTE agrees to
provide, on or before the FINAL DATE, without charge, all third party perpetual
easements then in SHADOWWOOD WASTE’s possession, and all perpetual easements
across the remaining lands of SHADOWWOOD WASTE, that MSD reasonably deems
necessary for the operation and maintenance of the SHADOWWOOD WASTE
SYSTEM.

At any time on or after one year from the OPERATIONS DATE, SHADOWWOOD
WASTE may, at its discretion and upon not less than ninety (90) days prior written notice
to MSD, assign or terminate this AGREEMENT; provided that MSD, upon receipt of
such notice of termination may elect to purchase the SHADOWWOOD WTP FOR
$45,000.00. If MSD makes such an election, MSD shall notify SHADOWWOOD
WASTE of such election within thirty (30) days of MSD’s receipt of SHADOWWOOD
WASTE’S notice of termination. MSD shall thereafter close on the purchase within
thirty (30) days of giving such notice to purchase. In the event of such a closing, the
remaining provisions of this AGREEMENT which do not conflict with this section 7,

regarding the parties’ respective authority, obligations, and rights/obligations to



10.

indemnify as of the FINAL DATE, shall remain in force. This is a material provision of

the agreement.

Upon the diversion of wastewater flow, SHADOWWOOD WASTE shall tender to MSD
all security deposits and credits, agreements and billing records which SHADOWWOOD
WASTE may hold in consequence of the operation of the SHADOWWOOD WTP.

Upon the diversion of wastewater flow, SHADOWWOOD WASTE shall assume all
responsibility for the SHADOWWOOD WTP, except as provided in this section.
Following the diversion of wastewater flow, MSD shall either remove or neutralize all
remaining waste material existing on the SHADOWWOOD WTP site, backfill the
existing lagoons or depressions to allow for positive drainage, and demolish the
SHADOWWOOD WTP structures at MSD’s expense. The demolition shall consist of
removing all structures to a depth of three (3) feet below rough grade. The bottoms of the
structure will be cored to minimize ground water uplift and the void area backfilled.
MSD will make reasonable efforts to return the site to its predevelopment condition, but
due to the difficulties associated with removing and restoring to grade treatment plants of
this nature and the future settling of backfill, MSD does not warrant that the site will be
suitable for future development. SHADOWWOQOD WASTE agrees that MSD shall be
authorized to dispose of any and all equipment, material and fixtures located on the
SHADOWWOOD WTP property in any manner MSD deems fit.

SHADOWWOOD WASTE agrees that if this Agreement remains effective as of the
FINAL DATE, SHADOWWOOD WASTE shall not be entitled to any compensation for
the diversion of wastewater from the SHADOWWOOD WTP to the MSD
comprehensive collection and treatment system. SHADOWWOOD WASTE agrees that
it is not entitled to any additional compensation from either MSD or MSD’s customers,
related to SHADOWWOQOD WASTE continuing ownership of the SHADOWWOOD
WASTE FACILITIES. SHADOWWOOD WASTE further agrees that it has not, and will

not, bring legal action for the loss of customers, as a result of MSD’s diversion of flow
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from SHADOWWOOD WTP to MSD’s comprehensive collection system or for the use
of the SHADOWWOOD WASTE FACILITIES.

Prior to FINAL DATE, customers serviced by the SHADOWWOQOD WTP shall be
charged sewer service charges according to rates established by the Public Service
Commission. All fees paid by customers serviced by the SHADOWWOOD WTP shall be
paid directly to SHADOWWOOD WASTE or SHADOWWOOD WASTE designated
agent SHADOWWOOD WASTE agrees to provide notice to all customers serviced by
the SHADOWWOOD WTP that all service is being transferred to MSD not less than
fourteen (14) days prior to the FINAL DATE. Effective with the first full Louisville
Water Company meter reading period following FINAL DATE, MSD shall receive
charges from all customers of the SHADOWWOOD WTP in accordance with MSD’s
regular schedule of rates, rentals and charges. SHADOWWOOD WASTE shall be paid
all collections of billings for services rendered prior to and including the FINAL DATE.
MSD shall receive all collections of billing rendered after the FINAL DATE.

Prior to the OPERATIONS DATE, SHADOWWOOD WASTE agrees to provide MSD
with a copy of all flow, water quality, DMR’s and any other relevant operating data on
influent and effluent of the SHADOWWOOD WTP currently in the possession of
SHADOWWOOD WASTE or its agents. In addition, SHADOWWOOD WASTE agrees
to provide, if available, monthly records of digested sludge quantity removed from the
SHADOWWOOD WTP for the past three years and all operating manuals which pertain
to this plant. SHADOWWOOD WASTE agrees to provide MSD with any and all “As
Built” drawings which SHADOWWOOD WASTE has in its possession.

All responsibilities and obligations incurred under this AGREEMENT shall be binding to

the successors and assigns of the parties.

This AGREEMENT embodies the whole agreement of the parties. No other promises,

terms, conditions or obligations shall be binding unless contained herein. This



15.

16.

17.

AGREEMENT supersedes all previous communication, representation or agreements

whether verbal or written between the parties.

To the fullest extent permitted by law, MSD shall indemnify, hold harmless, and defend
SHADOWWOOD WASTE and its agents and employees from and against claims,
damages, losses, and expenses, arising out of or resulting from performance of the
services of this Agreement; including loss or expense atiributable to bodily injury,
sickness, disease, or death, to injury to or destruction of tangible property, including loss
of use resulting therefrom, but only to the extent caused in whole or in part by the
negligent acts or omissions of MSD or anyone directly or indirectly employed by MSD or
anyone for whose acts MSD may be liable. Such obligation shall not be construed to
negate, abridge, or reduce other rights or obligations of indemnification which would

otherwise exist as to a party or person described in this paragraph.

In claims against any person or entity indemnified under § 15 by an employee of MSD
or anyone directly or indirectly employed by MSD or anyone for whose acts MSD may
be liable, the indemnification obligation under § 15 shall not be limited by a limitation
on amount or type of damages, compensation, or benefits payable by or for MSD under
worker’s or workmen’s compensation acts, disability benefits acts, or their employee

benefits acts.

To the fullest extent permitted by law, SHADOWWOOD WASTE shall indemnify, hold
harmless, and defend (with counsel subject to MSD’s approval, which approval shall not
be unreasonably withheld) MSD and its agents and employees from and against claims,
damages, losses, and expenses, arising out of or resulting from performance of
SHADOWWOOD WASTE’s obligations under this Agreement, including loss or
expense attributable to bodily injury, sickness, disease, or death, to injury to or
destruction of tangible property, including loss of use resulting therefrom, but only to the
extent caused in whole or in part by the negligent acts or omissions of SHADOWWOOD
WASTE or anyone directly or indirectly employed by SHADOWWOOD WASTE or
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anyone for whose acts SHADOWWOOD WASTE may be liable, regardless of whether
or not such claim, damage, loss, or expense is caused in part by MSD. Such obligation
shall not be construed to negate, abridge, or reduce other rights or obligations of
indemnification, which would otherwise exist as to a party or person described in this

paragraph.

In claims against any person or entity indemnified under § 17 by an employee of
SHADOWWOOD WASTE or anyone directly or indirectly employed by
SHADOWWOOD WASTE or anyone for whose acts SHADOWWOOD WASTE may
be liable, the indemnification obligation under § 17 shall not be limited by a limitation
on amount or type of damages, compensation, or benefits payable by or for
SHADOWWOOD WASTE under worker’s or workmen’s compensation acts, disability

benefits acts, or their employee benefits acts.

SHADOWWOOD WASTE warrants that SHADOWWOQOD WASTE has no knowledge
that the SHADOWWOOD WASTE SYSTEM contains any hazardous or toxic materials
other than those wastes associated with a residential waste disposal system.
SHADOWWOOD WASTE acknowledges that it has not authorized or permitted, nor
will it authorize or permit during the duration of this AGREEMENT, the disposal of
waste other than that waste associated with normal residential waste disposal.
SHADOWWOOD WASTE agrees that, should it gain knowledge that waste, other than
that normally associated with normal residential waste disposal, is being disposed of in
the SHADOWWOOD WASTE SYSTEM, then SHADOWWOOD WASTE shall notify
MSD immediately.

Nonmaterial provisions of this AGREEMENT are severable. In the event that any
nonmaterial provision of this AGREEMENT shall be held invalid or unenforceable by
any court of competent jurisdiction, such finding shall not invalidate and render

unenforceable any other provisions herein except to the extent required by law.
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Material provisions of this AGREEMENT are nonseverable. In the event that any
material provision of this AGREEMENT shall be held invalid ot unenforceable by any
court of competent jurisdiction, this Agreement shall terminate. However, if this
AGREEMENT is terminated by operation of law, then the parties agree that MSD will
continue to provide the services set out in § 2. MSD will continue to collect fees for its
services for a period of not less than 180 days from the date of a court’s ruling to allow
time for the parties to re-negotiate this AGREEMENT. The parties acknowledge that the
requirements of this provision of the AGREEMENT shall survive the termination of the
AGREEMENT.

This Agreement shall be interpreted pursuant to the laws of the Commonwealth of
Kentucky. The Jefferson Circuit Court, Jefferson County, Kentucky, shall have exclusive
jurisdiction and venue to interpret the terms of this Agreement, to settle disputes arising
under this Agreement, and to enforce this Agreement. The parties to this Agreement
agree and hereby submit themselves to the jurisdiction of the Jefferson Circuit Court for

these purposes.

MSD shall obtain any and all necessary approvals for this AGREEMENT from any
applicable authority. SHADOWWOOD WASTE shall provide such assistance, as
reasonably necessary, for MSD to gain the necessary approvals from the applicable

authorities.

SHADOWWOOD WASTE shall obtain any and all necessary approvals for this
AGREEMENT from any applicable authority. MSD shall provide such assistance, as
reasonably necessary, for SHADOWWOOD WASTE to gain the necessary approval

from the applicable authorities.

SHADOWWOOD WASTE and MSD agree that this AGREEMENT is contingent upon
the Jefferson County Health Department, the Kentucky Division of Water, and all other
agencies whose permission is required, permitting SHADOWWOOD WASTE to allow



26.

27.

up to sixty-six (66) sewer taps to one or more parties, at such times and under such
circumstances as SHADOWWOOD WASTE shall determine, at such cost as
SHADOWWOOD WASTE shall determine, prior to the FINAL DATE. Should
SHADOWWOOD WASTE be prohibited from granting such additional sewer taps, then
this AGREEMENT shall terminate. "

Upon the diversion of flow from the SHADOWWOOD WASTE WTP to the MSD
comprehensive collection ‘and treatment system or upon material breach of this
Agreement by SHADOWWOOD WASTE, MSD may remove any property that was
installed at the SHADOWWOQOD WTP as part of a capital improvement that MSD
deemed necessary to maintain the SHADOWWOOD WASTE SYSTEM in compliance
with applicable government regulations. MSD shall make available to SHADOWWOOD
WASTE any original property removed from the SHADOWWOOD WASTE WTP as

part of a capital improvement.

Upon the latter of the EXECUTION DATE or SHADOWWOOD WASTE’s acquisition
of the SHADOWWOOD WASTE SYSTEM, SHADOWWOOD WASTE agrees to
permit MSD personnel or their agents to enter onto the property of SHADOWWOOD
WASTE for the purpose of determining the condition and state of repair for the
SHADOWWOOD WASTE WTP.

IN WITNESS THEREOF, MSD and SHADOWWOOD WASTE have executed this Agreement

in their respective names, effective on the dates indicated.

LOUISVILLE AND JEFFERSON COUNTY SHADOWWOOD WASTE
METROPOLITAN SEWER DISTRICT ENVIRONMENTAL, LLC

S lorrber 5’%”/” s



Executive Director Member/Manager

STATE OF KENTUCKY )
COUNTY OF JEFFERSON )

I, the undersigned notary public within and for the state and county aforesaid, do hereby
certify that the foregoing instrument was this day presented to me by Herbert J. Schardein, Jr. ,
who, being by me first duly swom, did acknowledge and declare that he signed the foregoing
instrument as Executive Director of the Louisville and Jefferson County Metropolitan Sewer

District, by authority and direction of its Board of Directors, as his free and authorized act and
deed. Witness my hand this3 § _day of February, 2005.

My commission expires: ’5‘5/ / é/ .t

NOTARY PUBLIC, State at Large, Kentucky

STATE OF KENTUCKY )

)

COUNTY OF JEFFERSON )

I the undersigned notary public within and for the state and county aforesaid, do hereby
foregoing instrument ~was this day presented to me by
o it Fewmmadt , who, being by me first duly swom, did
acknow edge and declare that he/she signed the foregoing instrument as
2 : of SHADOWWOOD WASTE ENVIBONMENTAL,
LLC, %s hls/her free and authorized act and deed. Witness my hand this Zg'==day February,
2005.

My comyﬁgsion expires: é{? &, /} iov}
£y

{,f;ic"““”“w’?'w oy
=<7

(&%
NG)T,}’RY PUBLIC, Stdfe at Large, Kentucky

E

#

This instrument was reviewed by:




Carolyn F. Shain

Attorney at Law

Louisville and Jefferson County
Metropolitan Sewer District
700 West Liberty Street
Louisville, KY 40203



BILL OF SALE

THIS BILL OF SALE, made and entered into this / } iday of September, 2008, by and
between SHADOWWOOD WASTE ENVIRONMENTAL, LLC, a Kentucky Limited Liability
Company, having an address of 13404 CREEKWOOD ROAD, Prospect, Kentucky 40059
(“GRANTOR?”), and the LOUISVILLE AND JEFFERSON COUNTY METROPOLITAN SEWER
DISTRICT, a public body corporate and political subdivision, 700 West Liberty Street, Louisville,
Kentucky (“GRANTEE™),

WITNESSETH:

That for a valuable consideration, the receipt of which is hereby acknowledged, Grantor does
hereby grant, bargain, sell, transfer and deliver unto the Grantee, all its right, title and interest in and to all
of the fixtures and equipment used in connection with the operation and maintenance of the wastewater
treatment plant known as SHADDOWWOOD WASTEWATER TREATMENT PLANT, located on the
property described in a deed recorded in Deed Book 8578, Page 950, in the office of the Clerk of
Jefferson County, Kentucky, including, but not limited to, its improvements, sewers, manholes, fixtures,
equipment, supplies, pumps, pumping stations, lines, appurtenances, and other personal property located
at, connected to, a part of, or necessary to the ordinary operation of the SHADOWWOOD
WASTEWATER TREATMENT PLANT and its related wastewater collection system.

The Grantor covenants and agrees that it is the lawful owner of all items herein conveyed, that it
is free and clear of all encumbrances, that it has full right and power to sell and convey same, and that it
will warrant and defend the title hereby conveyed against all claims and demands whatsoever against
same.

IN TESTIMONY WHEREOF, Grantor has hereunto subscribed its signature by its duly authorized

officer the date first above written.

SHADOWWOOD WASTE ENVIRONMENTAL, LLC
A Kentucky Limited Liability Company

ulie K. Tmnel , Member

EXHIBIT B

ShadowwoodWTP/Bill of Sale/pmp 1



COMMONWEALTH OF KENTUCKY )
)SS:
COUNTY OF JEFFERSON )

The foregoing Deed was subscribed, sworn to and acknowledged before me this / 7 %%y of
ijﬁpm (1¢/ 2008, by Julie Tinnell, as a Member of Shadowwood Waste Environmental, LLC, a

Kentucky limited liability company on behalf of the company.
MZZ/D////

My Commission expires: 77/)7/[477 /,% (/ ;Z l [)
NOTARY PUBLIC

ShadowwoodWTP/Bill of Sale/pmp 2



DEED

THIS DEED (“Deed™) is made and entered into this / ;Z ﬂq day of &{D}‘Kﬂ’é)("ff 2008, by and
between (i) SHADOWWOOD WASTE ENVIRONMENTAL, LLC, a Kentuckyvlimited liability company
(“Grantor”), whose mailing address is 13404 Creekwood Road, Prospect, Kentucky 40059, and (ii) LOUISVILLE
AND JEFFERSON COUNTY METROPOLITAN SEWER DISTRICT, a public body corporate (“Grantee”), whose
mailing address is 700 West Liberty Street, Louisville, Kentucky, 40203,

WITNESSETH:

For good and valuable consideration, including the payment by Grantee of Forty-Five Thousand Dollars
($45,000.00), the receipt of which is hereby acknowledged, Grantor hereby grants and conveys, with covenant
of GENERAL WARRANTY, to Grantee in fee simple, all of Grantor’s right, title and interest in and to that
certain real property located in Jefferson County, Kentucky and more particularly described as follows (the
“Property”):

PARCEL 1:

BEGINNING at an iron post in the Southeast corner of Lot 45 of SHADOW WOOD
SUBDIVISION as recorded in Plat Book 24, Page 25, in the Office of the Clerk of Jefferson
County, Kentucky; thence North 66 degrees 10 minutes 25 seconds West 168.05 feet to an
iron post; thence North 30 degrees 56 minutes 35 seconds East 75.08 feet to an iron post;
thence North 31 degrees 00 minutes 00 seconds East 76.00 feet to an iron pin; thence North
54 degrees 34 minutes 29 seconds East 125.00 feet to an iron pin; thence South 66 degrees 10
minutes 25 seconds East 150.00 feet to an iron pin; thence South 54 degrees 34 minutes 29
seconds West 125.00 feet to an iron pin; thence South 23 degrees 49 minutes 35 seconds
West 150.00 feet to the point of beginning. Containing 1.01 acre.

PARCEL 2:

BEING Lot No. 45 of SHADOW WOOD SUBDIVISION, plat of which is Recorded
in Plat and Subdivision Book 24, Page 25, in the Office of the Clerk of the County Court of
Jefferson County, Kentucky together with sewage collection system of Shadow Wood
Subdivision, including appurtenances such as but not limited to effluent lines, pumping
stations, manholes, etc., as constructed, and including all easements incident to the ownership
and operation of said sewage collection system.

Being that same property acquired by Grantor by Deed dated February 28, 2005, of
record in Deed Book 8578, Page 950, in the Office of the Clerk of Jefferson County,
Kentucky;

This conveyance also includes all of the right, title and interest of the Grantor in and to all
improvements located on the above described property, together with all of the right, title and interest of Grantor
in and to the Shadowwood Wastewater Treatment System, including all easements, rights-of-way, licenses,
privileges and all sewers, sewer lines, mains, manholes, and other appurtenances and connections connected to
the sewer system and the wastewater treatment plant located at the above described property, and any other
interest existing in the favor of Grantor for the passage or placement of the system and its appurtenances. This



conveyance also includes all rights of easements for sanitary and storm sewer facilities or for drainage retention
basins.

TO HAVE AND TO HOLD, in fee simple, the Property, together with all rights, privileges,
appurtenances and improvements thereunto belonging, unto Grantee and its successors and assigns forever.

Grantor covenants, warrants and represents that Grantor is lawfully seized of the estate hereby
conveyed, has full right and power to convey same, and that the Property is free and clear of all taxes, liens and
encumbrances except, and this conveyance is made subject to, (i) the lien of ad valorem real property taxes due
and payable in and for the calendar year 2008, which Grantor hereby assumes and agrees to pay, (ii) all
applicable laws, rules and regulations, including, without limitation, the rules and regulations of the Louisville
Metro Planning Commission, and (iii) easements, covenants, conditions, restrictions and stipulations of record
affecting said Property.

In furtherance of the purposes of KRS 382.135, Grantor and Grantee further hereby certify that the
consideration stated in this Deed is the full consideration paid for the Property. This conveyance is exempt
from transfer tax pursuant to KRS 142.050(7)(b).

IN TESTIMONY WHEREOF, witness the signatures of the parties through their authorized
representative as of the date and year first written above.

GRANTOR: SHADOWWOOD WASTE
ENVIRONMENTAL, LLC,
a Kentucky limited liability company

Julie K. Tinnell, Member

COMMONWEALTH OF KENTUCKY )
)
COUNTY OF JEFFERSON )SS:

—- _The foregoing Deed was subscribed, sworn to and acknowledged before me this / 7 gay of
D@tWﬂ/\l[}(ijO& by Julie K. Tinnell, as a Member of Shadowwood Waste Environmental, LLC, a
Kentucky limited liability company on behalf of the company.

My Commission expires: 774712’/)7’1/%—&)// 2, 207/

'NOTARY PUBLIC

[



GRANTEE: LOUISVILLE AND JEFFERSON COUNTY
METROPOLITAN SEWER DISTRICT

COMMONWEALTH OF KENTUCKY )
) SS:
COUNTY OF JEFFERSON )

The foregoing Deed was subscribed, sworn to and acknowledged before me this _/ ] ~day of
%M/Wkﬁ/, 2008 by Louisville and Jefferson County Metropolitan Sewer District, a public body
corplorate, by and through Herbert J. Schardein, Jr., Executive Director, to be the voluntary act and deed of the
District.

My Commission expires: mrﬁ/ﬁbé/ QCJ// »

I//{l/k L
JNOTARY PUBLIC

This instrument prepared hy:

2 ( / )
X/ ZLEZ,( 7// Zi‘(f/?’, Jé [/

Paula M. Purifoy, Esq.
Louisville & Jefferson County
Metropolitan Sewer District

700 W. Liberty Street
Louisville, Kentucky 40203-1911
(502) 540-6000




MECHANIC’S AND MATERIALMEN’S LIEN
AND TITLE AFFIDAVIT

TO: LOUISVILLE AND JEFFERSON COUNTY METROPOLITAN SEWER

DISTRICT
Commonwealth of Kentucky )
)SS.
County of Jefferson )

I, Julie K. Tinnell (“Affiant”), as Managing Member of Shadowwood Waste
Environmental, LLC, a Kentucky limited liability company (“Seller”), have direct
knowledge of the matters set forth in this Affidavit and, having first been duly sworn,
state as follows:

(1) Seller is the fee simple owner of the real property described on Exhibit “A”
attached hereto, which Exhibit “A” is made a part hereof by reference, (hereinafter the
“Property”). The Property is the subject of the Shadowwood Waste Wastewater
Collection and Treatment System Agreement, which agreement contains a purchase and
sale agreement between Seller and Louisville and Jefferson County Metropolitan Sewer
District (“Purchaser”) dated February 28,2005 and Seller has full right and authority to
convey the Property to Purchaser.

(2) No work, labor or material has been furnished or performed on or to the Property
which has not been fully and completely paid for; nor has any repair, alteration or
improvement been fully completed in or about the Property for which the right to file a
mechanic’s or materialmen’s lien might exist, nor has any unsatisfied claim for lien or
claim for payment been made for labor or materials furnished to the Property.

3) There are no unsatisfied or unreleased judgments or liens of record nor decrees of
divorce, incompetency or bankruptcy nor Court proceedings of any kind which would
affect the title to the Property.

4 There are no outstanding or unrecorded deeds, mortgages, leases, contracts of sale
or equities of any kind not fully disclosed of record affecting the title to the Property and
there are no persons or tenants in possession or entitled to possession other than Seller.

(5) There are no outstanding assessments against the Property, nor has any notice
been received by Seller as to any pending assessments.

Affiant is aware and understands that Louisville and Jefferson County
Metropolitan Sewer District is relying on this Affidavit in the closing of its purchase of

the Property from Seller.

Further Affiant sayeth naught.



Shadowwood Waste Environmental, LL.C,
a Kentucky limited liability company

-

BWJ

Julie K. Tinnell, Managing Member

The foregoing Mechanic’s and Materialmen’s Lien and Title Affidavit was sworn
to and ackno ELdged before me a Notary in and for the State and County aforesaid, on
this the / 7 “day of September — , 2008, by Julie K. Tinnell, as managing member
of Shadowwood Waste Environmental, LLC, a Kentucky limited liability company, to be
her act and deed on behalf of the said company.

My Commission expires: ﬁ?f/ﬂ/—f&/ /y 2\()//

Yoo A i,

Notary Public




EXHIBIT A

PARCEL 1:

BEGINNING at an iron post in the Southeast corner of Lot 45 of
SHADOW WOOD SUBDIVISION as recorded in Plat Book 24, Page 25, in
the Office of the Clerk of Jefferson County, Kentucky; thence North 66
degrees 10 minutes 25 seconds West 168.05 feet to an iron post; thence North
30 degrees 56 minutes 35 seconds East 75.08 feet to an iron post; thence North
31 degrees 00 minutes 00 seconds East 76.00 feet to an iron pin; thence North
54 degrees 34 minutes 29 seconds East 125.00 feet to an iron pin; thence South
66 degrees 10 minutes 25 seconds East 150.00 feet to an iron pin; thence South
54 degrees 34 minutes 29 seconds West 125.00 feet to an iron pin; thence
South 23 degrees 49 minutes 35 seconds West 150.00 feet to the point of
beginning. Containing 1.01 acre.

PARCEL 2:

BEING Lot No. 45 of SHADOW WOOD SUBDIVISION, plat of
which is Recorded in Plat and Subdivision Book 24, Page 25, in the Office of
the Clerk of the County Court of Jefferson County, Kentucky together with
sewage collection system of Shadow Wood Subdivision, including
appurtenances such as but not limited to effluent lines, pumping stations,
manholes, etc., as constructed, and including all easements incident to the
ownership and operation of said sewage collection system.

Being that same property acquired by Grantor by Deed dated February
28, 2005, of record in Deed Book 8578, Page 950, in the Office of the Clerk of
Jefferson County, Kentucky;



CERTIFICATION OF NON-FOREIGN STATUS

Section 1445 of the Internal Revenue Code provides that a transferee of a U.S. real
property interest must withhold tax if the transferor is a foreign person, corporation, trust, or
estate. To inform the transferee, Louisville and Jefferson County Metropolitan Sewer District,
(“MSD”) that withholding of tax is not required upon the disposition of a U.S. real property
interest by Shadowwood Waste Environmental, LLC, I, Julie K. Tinnell., hereby certify to
Louisville and Jefferson County Metropolitan Sewer District the following on behalf of said
corporation:

1. Shadowwood Waste Environmental is not a foreign corporation, foreign partnership,
foreign trust, or foreign estate (as those terms are defined in the Internal Revenue
Code and Income Tax Regulations);

2. The U.S. employer tax identification number assigned to Shadowwood Waste
Environmental, LLC is 20-2412909 and the principal office address of Shadowwood
Waste Environmental, LLC is 13404 Creekview Road, Louisville, Kentucky 40059.

Shadowwood Waste Environmental understands that this certification may be disclosed
to the Internal Revenue Service by MSD and, that any false statement contained herein could be
punished by fine, imprisonment, or both.

Under penalties of perjury I declare that I have examined this certification and to the best
of my knowledge and belief it is true, correct and complete, and 1 further declare that I have the
authority to sign this document on behalf of Shadowwood Waste Environmental.

Shadowwood Waste Environmental,
a Kentucky limited liability company

B =

Ay

Julie K. Tinnell, Managing Member

Date: 7/ ’7/% gy

COMMONWEALTH OF KENTUCKY )
) ss.
COUNTY OF JEFFERSON )

The foregoing Certificate of Non-Foreign Status was acknowledged before me a Notary
in and for the State and County aforesaid, on this the _/ / Hml day of September —, 2008, by
Julie K. Tinnell as Managing Member of Shadowwood Waste Environmental, LLC to be her
voluntary act and deed on behalf of said company.

My Commission expires: Wﬂ/fﬂfdﬂb /a » 2L,

/<

Notary Public, State at Large, Kentucl\y




’ CHANGE IN OWNERSHIP CERTIFICATION

Facility Name NPDES No.

Shadowwood Wastewater Treatment Plant KY0031810

Previous Name (if changed) County
Jefferson

I hereby certify that I will assume ownership and all responsibility for meeting the permit conditions of the Commonwealth of
Kentucky relating to water quality at the permitted facility listed above on the effective date indicated,

Name of New Owner or Authorized Representative Louisville & Jefferson County Metropolitan Sewer District
Company Name Louisville & Jefferson County Metropolitan Sewer Disﬁict
Address of New Owner (Street, City, State, Zip Code) 700 West Liberty Street

Telephone No. of Owner/Authorized Representative ( 502 ) 540 - 6000

Location Address of Facility 6523 River Road; Louisville, KY 40059

Effective Date of Transfer 9/17/08

Previous Owner Name Shadowwood Waste Environmental, LLC

Indicate the address where the Discharge Monitoring Report (DMR) forms should be sent. (Complete only if different from owner
pame and address listed above.) These DMR forms are preprinted with permit limitations and mailed out each quarter (semi-
annually for individual residences).

Alternate DMR Mailing Name Sd\\(\ K e 55e {
Alternate DMR Mailing Address Hite Creak Uastewater TFestmedy Plant
Atren : Tonn Kessel
( L
5512, 8k S8V doay!
Signature of New Owner or Authorized Representative Date
Mo M|, Hos _ 10/1/08

/61‘ day of 0670££ﬂ. , yj/ﬁ‘?é)

Acknowledged before me this

Notary Public % & b @’K Commission Expires: /4&{6’51,)’ v ai,:{, 2878

W%é@

Notary Seal
Questions on completing this form? Contact the KPDES Branch at (502) 564-3410,
Complete and return this form to: Division of Water, KPDES Branch
Frankfort Office Park
14 Reilly Road
Frankfort, KY 40601

Form DEP 7032-CO

EXHIBIT C




Louisville and Jefferson County Metropolitan Sewer District
700 West Liberty Street

Louisville Kentucky 40203-1911

502-540-6000

www.msdlouky.org

December 3, 2008

Mr. Gerald E. Wuetcher

Assistant General Counsel

Public Service Commission of Kentucky
211 Sower Boulevard

Frankfort, KY 40601

Subject: Shadowwood Wastewater Treatment Plant Acquisition
Dear Mr. Wuetcher:

I am writing on behalf of Louisville Metropolitan Sewer District (MSD) concerning the
applicability of KRS 278. 020 to the acquisition of the Shadowwood Wastewater Treatment
Plant. Per your emails, the Public Service Commission (PSC) has no records that MSD
approved the acquisition and transfer to MSD. I have had the opportunity to review the
acquisition documents, and although, I have found the change of ownership forms which
where submitted to the Kentucky Division of Water, I have not found any documents that
were submitted to the PSC. However, it is the position of MSD that the Shadowwood
transfer and acquisition was handled identically to all other MSD acquisitions of waste water
treatment plant, and that these acquisitions by MSD are exempt from the requirements of
KRS 278.020. The support for this position is set forth below.

" The jurisdiction of the PSC is set forth in KRS 278.040 (2) which states as follows:

(2) The jurisdiction of the commission shall extend to all utilities in this
state. The commission shall have exclusive jurisdiction over the regulation
of rates and service of utilities, but with that exception, nothing in this
chapter is intended to limit or restrict the police jurisdiction, contract
rights or powers of cities or political subdivisions.

MSD is created under the terms of KRS Chapter 76. Specifically, KRS 76.010 establishes
that MSD is a body corporate and a "political subdivision" of the state. As a political
subdivision of the state, it is certainly arguable that MSD is excluded from the jurisdiction of
the PSC under the terms of KRS 278.040 (2).

Upon review of the applicable definitions in KRS Chapter 278, it does not appear that the
General Assembly specifically included metropolitan sewer districts such as MSD in the
provisions of this chapter. “Utility”, as defined by KRS 278.010(3), makes reference to
sewage treatment facilities belonging to first class cities being excluded from the definition

Beneficial Use of Louisville’s Biosolii
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Mr. Gerald E. Wuetcher

Public Service Comm. Kentucky
December 3, 2008

Page 2

of “Utility”. This then, would suggest that a metro sewer agency, created by city/county
governments would likewise be excluded.

This position is supported by authority of Attorney General’s Opinions and case law. In
OAG 77-140, the Office relied upon McClelland v. Louisville Water Co., Ky., 351 S.W. 2d
197 (1961) and City of Georgetown v. Public Service Commission, Ky., 516 S.W.2d 842
(1974) to opine that the PSC has no jurisdiction or control over the operation or management
of a municipally owned water system. Further the opinion did state that the term “Utility”
does not include a city which owns controls and operates its own public utility. A year later,
the Attorney General reaffirmed this holding in OAG 78-656. This authority certainly
supports MSD’s contention that it is exempt from the oversight of the PSC and the provisions
of KRS Chapter 278.

Based upon a 1997 State Supreme Court opinion, there is even more support for MSD’s
position that it is excluded from the provisions of KRS Chapter 278. Boone County Water &
Sewer District v. Public Serv. Comm'n, Ky., 949 S.W.2d 588 (1997). This case involved the
appeal of PSC’s decision requiring Boone County Water and Sewer District (“Boone™) to
refund unpublished fees. The Court did an analysis of PSC own review of whether it had
jurisdiction over sanitation districts created under KRS Chapter 220. PSC concluded that it
did not have jurisdiction over these statutory sanitation districts because they are specifically
governed by KRS Chapter 220. The Court reiterated that PSC noted a significant difference
between such sanitation districts and water districts when it made and published the
following policy statement:

After reexamining KRS Chapter 278, the Commission concludes that the
failure of the legislature to make specific reference to sanitation districts
within Chapter 278 is persuasive evidence that the legislature intended to
deny the Commission jurisdiction over sanitation districts. By comparison,
KRS Chapter 278 has been amended to bring under Commission
jurisdiction both water associations organized pursuant to KRS 273 (KRS
278.012), and water districts organized pursuant to KRS Chapter 74 (KRS
278.015). Based upon this analysis, the Commission has concluded that
sanitation districts are not utilities within the meaning of KRS 278.010(3)
(f), and are therefore exempt from regulation by the PSC. (Letter from
Forest M. Skaggs, Executive Director the Public Service Commission, to
all Sanitation Districts (April 5, 1988)). Id. at 591.

Accordingly, the Court concluded that Sanitation districts are excluded from the provisions
of KRS Chapter 278 and consequent PSC regulation, not only by omission, but also by
precise placement in another chapter of the Kentucky Revised Statutes. Therefore, a



Mr. Gerald E. Wuetcher

Public Service Comm. Kentucky
December 3, 2008

Page 3

sanitation district is not a utility within the context of KRS Chapter 278. Id at 591.

Although the General Assembly amended the definition of KRS 278.010 (3), it chose never
to include or reference those metropolitan sewer districts, such as MSD, that were created
and organized under KRS Chapter 76. Due to this omission, MSD relies upon on the exact
rationale propounded by the Supreme Court in the Boone Co. case:

It is logical to conclude that the legislature did not mention collection and
transmission of sewage because the legislature intended that these
operations not be regulated by KRS Chapter 278. If the legislature had
wanted activities pertaining to sewage collection and transportation to be
regulated by the Public Service Commission, it would have specifically so
stated in Chapter 278 of the Kentucky Revised Statutes. The legislature
did not do so. Id. at 591.

In fact, when KRS 278.020 was amended, the General Assembly recognized the metropolitan
sewer districts exist as separate entities. The current version of KRS 278.020 (3) (f)
specifically excludes facilities “not regulated by a metropolitan sewer district or any other
sanitation district created pursuant to KRS Chapter 220.” This statutory definition explicitly
acknowledges the existence of metropolitan sewer districts. Accordingly, based upon the
logic of the Supreme Court in Boone Co., the failure to include sanitation districts created
under KRS Chapter 76 demonstrates the General Assembly’s intent not to include Chapter 76
metropolitan sewer districts under the jurisdiction of the PSC.

The same argument could be made due to the statutory definition of “Person” contain in KRS
278.010 (2). “Person” is defined to include natural persons, partnerships, corporations, and
two or more persons having a joint or common interest. As per the terms of KRS 76.010,
MSD is a political subdivision and falls outside the statutory definition of “person”. Again,
this evidences the intent of the General Assembly not to include metropolitan sewer districts
created under KRS Chapter 76 within the jurisdiction of the PSC.

With the existence of three statutory chapters, KRS 76, 220 and 278, pertaining to the
regulation of rates, services, construction, etc., it certainly appears that the General Assembly
intended for these bodies to co-exist separately from each other. If the General Assembly
would have wanted to vest sole jurisdiction upon one entity it certainly would have, and
would have been legally mandated to, specifically stated so in KRS Chapter 278, as per the
holding of Boone. Co. 1t is the position of MSD that the General Assembly has thus far, not
chosen to do so. This position is consistent with the rules of statutory construction. The
enumeration of particular things means that other things not mentioned are excluded. Smith
v. Wedding, Ky., 303 S.W.2d 322 (1957).
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Accordingly, for the reasons set forth above, MSD contends that it is neither a “Person” or a
“Utility” under the terms of KRS Chapter 278. Therefore, it is the position of MSD that it
did not violate KRS 278.020 (5) when it acquired the Shadowwood WWTP because it is
exempt from KRS Chapter 278. After you have had the opportunity to review MSD’s
arguments, we would be happy to meet with you and discuss our position. IF necessary,
perhaps MSD and the PSC could jointly request an opinion from the Attorney General’s
Office to reconcile these apparent differences in interpretations of statutes.

I look forward to your response. If you have any questions or need additional information,
please do not hesitate to contact me.

Sincerely,

NN S

Douglas Scott Porter
MSD Environmental Counsel

cc: Paula Purifoy
Brian Bingham
Marion Gee
Dennis Thomasson
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March 30, 2009

Douglas Scott Porter, Esq.

Louisville Metropolitan Sewer District
700 West Liberty Street

Louisville, Kentucky 40203-1911

Re: Shadowwood Wastewater Treatment Plant Acquisition

Dear Mr. Porter:

This letter responds to your letter of December 3, 2008 regarding the above-
referenced matter. | apologize for the delay in responding.

In your letter, you state that “it is the position of MSD [Metropolitan Sewer
District] that the Shadowwood transfer and acquisition was handled identically to all
other MSD acquisitions of wastewater treatment plant, and that these acquisitions by
MSD are exempt from the requirements of KRS 278.020."

This position is not supported by the facts or the law. Public Service Commission
records indicate that, during the last 23 years, Public Service Commission approval of
MSD’s acquisition of the public sewer utility's assets was sought on at least 32
occasions. In most instances, MSD either jointly or individually applied for such
approval. For your reference, | am enclosing a copy of the Public Service
Commission’s decision in these cases.

Whlle MSD is not a utility as defined in KRS 278.010(3)(f) and is not subject to
Public Setvice Commission jurisdiction, its status as a non-utility is irrelevant in the
present circumstances. The applicable sections of KRS Chapter 278 do not limit the
requirement for Commission approval solely to utilities. KRS 278.020(5) states:

No person shall acquire or transfer ownership of, or control,
or the right to control, any utility under the jurisdiction of the
commission by sale of assets, transfer of stock, or otherwise,
or abandon the same, without prior approval by the
commission. The commission shall grant its approval if the
person acquiring the utility has the financial, technical, and
managerial abilities to provide reasonable service.
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KRS 278.020(6) in pertinent part states:

No individual, group, syndicate, general or limited
partnership, association, corporation, joint stock
company, trust, or other entity (an "acquirer"), whether or
not organized under the laws of this state, shall acquire
control, either directly or indirectly, of any utility furnishing
utility service in this state, without having first obtained the
approval of the commission. Any acquisition of control
without prior authorization shall be void and of no effect.
As used in this subsection, the term "control" means the
possession, directly or indirectly, of the power to direct or
cause the direction of the management and policies of a
utility, whether through the ownership of voting securities, by
effecting a change in the composition of the board of
directors, by contract or otherwise.

KRS 278.010(2) defines a person as including “natural persons, partnerships,
corporations, and two (2) or more persons having a joint or common interest.” A
“corporation” includes “private, quasipublic, and public corporations, and all boards,
agencies, and instrumentalities thereof, associations, joint-stock companies, and
business trusts.” KRS 278.010(1).

As a municipal corporation, MSD clearly meets the definition of a “person” and is
thus subject to the requirements of KRS 278.020(5)." KRS 278.020(6), moreover,
refers only to an “entity,” a term that would include a public corporation.

Please note that the Public Service Commission has not and does not assert any
jurisdiction to regulate the rates and service of MSD. It does, however, assert that no
person may acquire the assets of a public utility and thus remove the customers of such
utility from the protections afforded by KRS Chapter 278 without following the
procedures set forth in KRS Chapter 278. Furthermore, while the Public Service
Commission lacks jurisdiction over the assets of MSD, the assets in question were not
MSD assets at the time of the acquisition and, unless Public Service Commission
approval is obtain, cannot legally become the assets of MSD.

The Public Service Commission respectfully declines MSD’s invitation to jointly
seek an opinion from the Attorney General. The law is well-settled on this point and
requires no opinion. The Public Service Commission has consistently maintained the
same position for more than 25 years. MSD, through its numerous applications to the
Public Service Commission and through the representations of its previous general
counsels, has long accepted this position. lts sister agency, Louisville Water Company,
which has long been exempted from most Public Service Commission regulation as a

! See Louisville-Jefferson County Metro Ethics Com’n v. Schardein, 259 S.W.3d 510, 513 (Ky.App.

2008) (“the MSD is ‘a public body corporate, and political subdivision™); Fawbush v. Louisville-Jefferson
County Metropolitan Sewer District, 240 S.W.622, 623 (Ky. 1951) (holding that MSD “is an independent
public corporation”).
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municipal utility, has also recognized the statutory requirement for Public Service
Commission approval of the acquisition of a public utility’s assets and complied with it.?

Based upon the above, the Public Service Commission respectfully requests that
MSD take the necessary actions to obtain approval of the acquisition of the assets of
the Shadowwood Wastewater Treatment Plant. Please note that failure to obtain the
required approval renders the purported acquisition void and may subject MSD to
administrative sanctions.

If you have any questions regarding the approval process or require assistance

in the preparation of an application, please contact me at (502) 564-3940, Extension
259.

Sincerely,

0T e

Gerald E. Wuetcher
Executive Advisor
Enclosures

% Application of the Louisville Water Company for Approval of Merger and Acquisition of Ownership of
Kentucky Turnpike Water District, Case No. 2000-306 (Ky.PSC Sep. 6, 2000); Application of Louisville
Water Company For Approval of Acquisition of Stock of Goshen Utililties, Inc., Case No. 2002-00088
(Ky.PSC June 13, 2002).
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November 16,2008 [f e

'» Customers lnvestors and Board
Lomsvnlle and Jefferson County Metropolitan Sewer District -

Ladies and Gentlen";en:

The Comprehensrve Annual Financial Report ("CAFR”) of the Louisville'and .
_Jefferson Courity, Kentucky, Metropolltan Sewer District (“MSD") for the fiscal
year ended June 30, 2008 (“2008") is submitted herewith. Responsibility for both
the accuracy of the data, the completeness and fairness of the presentation, °
including all disclosures, rests with MSD, To provide a reasonable basis for
- ‘making these representatlons the management of MSD has established a
comprehensrve internal control framework that is- designed to both protect its
assets from loss, theft, or misuse and to complle sufficient reliable information for -

- the preparation of MSD's financial statements in conformity with Generally

Accepted Accounting Prmcrples (GAAP). Because the cost.of internal controls -
should not outweigh their benefits, MSD's comprehensive framework of internal

. controls has been designed to provide reasonable rather than absolute

- assurance that the financial statements will be free from material misstatement.
To the best of MSD’s knowledge and belief, the accompanymg data is accurate
in all material respects and are reported in a manner designed to present fairly
the financial position and results of operations of MSD. All disclosures necessary
‘to enable the reader to understand MSD'’s financial activities have been included.
We encourage readers to review the narrative rntroductron overview, and
analysis found in Management's Discussion and Analysrs (MD&A) along wrth the
-footnotes that accompany the financial statements. -

Profile of MSD

x MSD was created in 1946 as a pubhc body corporate and subdivision of the '
Commonwealth of Kentucky (“the Commonwealith”). MSD has. complete control,
possession and supervision of the sewer and drainage systerns within the -
majority of Louisville Metro, which now comprises all of Jeffersoh County, -
Kentucky. Chapter 76 of the Kentucky Revised Statutes authorizes MSD to
construct additions, betterments, and extensions within its service area and to.
recover the cost of its serwces in accordance with rate schedules adopted by its -
Board. : “

MSD is now considered a component unrt of the Louisville-Jefferson County
Metro governrient (“Louisville Metro government") The Louisville Metro Mayor
~ appoints, wnth the approval of the Louisville Metro Clty Councrl the members to

. Louisville and J etterson County Metropolitan Sewer District .
700 West Liberty Street « Louisville, Kentucky 40203-1913 502-540-6000
P.O. Box 740011 Louisville, Kentucky * | 40201-7411 ‘




MSD's governing Board. The Board, which has statutory authority to enter into
contracts and agreements for the management, regulation and financing of MSD,
manages its business and activities. The Board has full statutory responsibility for
approving and revising MSD'’s budgets, for financing deficits and for disposition
of surplus funds. MSD has no special financial relationship with the Louisville
Metro government; however effective July 1, 2006 MSD began providing free
sewer and drainage services to the Metro government. The value of these
services in 2008 was $1.45 million.

Economic Condition and Qutlook

MSD's sanitary sewer and drainage service areas lie within Jefferson County
which, with a 2007 population of approximately 709,300, is Kentucky's largest
and the center of the seven Kentucky and Indiana counties which comprise the
Louisville metropolitan area (“Greater Louisville”).

The total non-farm employment count for the Louisville Metropolitan Statistical
Area (MSA) increased in June 2008 to 632,000; a slight increase from the June
2007 level of 631,900. The June 2008 unemployment rate for the Louisville MSA
was 6.4% compared to a national average of 5.7% and a state average of 6.6%
for this same time period.

During 2008, construction began on a 22,000 seat arena that will host University
of Louisville basketball, major concerts, and other events. Despite the national
real estate slump, demand for downtown Louisville residential and commercial
properties continued to remain high. Approximately $420 million is being
invested in luxury condominiums, loft apartments, office space and retail space.
In 2007, an announcement was made that additional retail and residential
establishments would be developed in the 3™ Street corridor that is adjacent to
the Fourth Street Live entertainment district. The city recently finalized an
agreement with a national development firm that will allow this project to come to
fruition.

Louisville has developed a reputation as a business friendly city. In 2007,
Expansion Management Magazine ranked it among the top 25 cities in the nation
as a desirable location for business expansion. It also ranked #9 on the list of
Top 20 hot headquarters cities for the 21! century by Business Facilities.
Entrepreneur Magazine deemed Louisville to be the best city for small business
growth and ranked it 15" for best cities for entrepreneurship. In addition to its
business rankings, the city also received accolades for its quality of life. In 2008,
the U.S. Conference of Mayors named Louisville as the “most livable” large city
in the United States. Louisville topped a list of more than 200 applicants for the
award.

During 2008, MSD continued to benefit from the diversity of the area economy.
Fifty-one percent (51%) of its service charge revenue came from business
customers. During 2008, sewer accounts increased by 1,776 or 0.8% from 2007.



Residential construction permitting within Jefferson County has remained
remarkably steady since 1990, averaging approximately 2,500 to 3,000 units per
year. During the calendar year ended 2007, approximately 2,500 residential
building permits were issued. Growth in the number of new residential units is
consistent with the trend of resumed population growth within the County since
1990. Building permitting is a key barometer of MSD’s prospects for long-term
growth and the main contributor to its system development revenue. Since 1986,
system development charges have become an increasingly significant
component of MSD’s operating revenue. In 2008, revenue from these charges
amounted to 1.6% of total revenues and it was 1.9% of the total in 2007. This
source of revenue is extremely sensitive to changes in the economic climate
which affect homebuilding.

Major Initiatives
Project WIN — Waterway Improvements Now

In order to meet the requirements of the consent decree that MSD signed with
the Commonwealth of Kentucky’s Environmental and Public Protection Cabinet
(KEPPC) and the U.S. Environmental Protection Agency (EPA) in 2005 to
address sanitary and combined sewer overflows; Project WIN — or Waterway
Improvements Now — was created. Project WIN is a comprehensive sewer
improvement plan and it will include the implementation of sewer improvement
projects to minimize the impact of combined sewer overflows, eliminate sanitary
sewer overflows, and rehabilitate the community’s aging sewer system.

Project WIN is estimated to cost approximately $843 million over a twenty-year
period. During the fourth quarter of 2008, MSD will submit detailed plans to the
KEPPC and the EPA outlining the capital improvement program designed to
minimize and/or abate overflows.

Project D.R.1l. Continues fo Keep the Community Dry

On January 27, 2003, Mayor Jerry Abramson outlined a plan to tackle Louisville's
most pressing drainage problems. The first phase of the plan — dubbed Project
D.R.l. (Drainage Response Initiative) identified 380 of the worst drainage
problems in the Louisville Metro area. Phase | of Project D.R.l. was completed in
FY 2006 and Phase Il ended during FY 2007. Since January 2003, MSD has
invested over $100 million to complete approximately 700 neighborhood projects.
In addition, this investment allowed MSD to complete in excess of 16,000
construction work orders related to drainage issues throughout its service area.
During 2008, plans for Phase Il of Project DRI were announced. These plans
called for an additional investment of $25 million over 30 months, beginning in
January 2008.



Continued Focus on Flood Protection and Flood Control Systems

One of MSD's core business functions is flood protection. The aftermath of
Hurricane Katrina directed the nation’s attention to its aging flood protection
systems. Flood protection and control has always been a high priority with MSD.
During 2008, MSD moved forward with its plans to invest more than $150 million
over the next 15 years to upgrade its pumping stations, rehabilitate its floodwall
gates, and repair its floodwalls. MSD along with the U.S. Army Corps of
Engineers perform annual inspection and maintenance activities of the system.
These activities allowed FEMA to recognize the flood protection system as
nationally certified and thereby incorporated into the flood insurance rate maps.
This certification should lead to lower flood insurance premiums for citizens of
Louisville Metro.

Louisville Green Continues to Provide Benefits

In FY 2004, MSD received the necessary approvals to market and distribute its
dried biosolid pellets. The pellets were given the name of Louisville Green and
are being sold as a usable soil-enhancing product. Until 2004, all of the biosolids
produced by MSD were hauled to a landfill for disposal at an annual cost of
approximately $600,000. During FY 2008, MSD produced 82 tons of the fertilizer
on a daily basis and sold it to customers in eleven states. MSD is currently
selling 100 percent of the product it produces thus savings local ratepayers the
disposal cost. The product is sold to homeowners in 40 pound bags. In addition,
Louisville Metro’s golf courses, Kentucky’'s Department of Highways, and fertilizer
blenders utilize Louisville Green in bulk. The agriculture market continues to be
the largest user of the product.

MSD recently received verification of its quality assurance and safety standards
by the National Biosolids Partnership through its Environmental Management
System (EMS). The EMS auditing process used an independent, third-party
audit firm that verified MSD’s biosolids production process as safe and
dependable for its customers and the environment.

Factors Affecting Financial Condition

Cash and Investment Management

Cash temporarily idle during the year was invested in insured certificates of
deposit, repurchase agreements and obligations of the U.S. Treasury. MSD’s
investment policy is to minimize credit and market risks, while maintaining a
competitive yield on its portfolio. Accordingly, deposits either were insured by
federal depository insurance or collateralized.

Gross 2008 investment income of $6.1 million represented a return of 6.1% on
average balances available for investment of $99.8 million, which compares with



gross earnings of $8.4 million, representing a 5.6% return on available balances
of $151.2 million in 2007.

Gross 2008 interest expense of $66.9 million represented a 4.96% cost of funds
on average outstanding indebtedness of $1.35 billion, which compares with gross
interest expense of $70.5 million, representing a 5.34% cost of funds on average
2007 debt of $1.32 billion.

Risk Management, Insurance, and Employee Benefits

MSD maintains a comprehensive risk management program, utilizing third-party
and self-insurance. Basic workers compensation is self-insured, while excess
coverage is provided through third-party insurance. MSD participates in the
Louisville Area Governmental Self-Insurance Trust (LAGIT), a pooled municipal
self-insurance program, for comprehensive general and automobile liability and
property coverage. All other risks (including automobile physical damage, public
employees and blanket bond, life and accidental death and dismemberment,
long-term disability, travel accident and group medical/dental) are insured by
third parties. MSD self-insures employees’ short-term disability in lieu of
compensated sick leave.

MSD employees participate in the County Employees Retirement System
(CERS), which is a cost-sharing multiple-employer defined benefit plan
administered by the Kentucky Retirement System. MSD contributed 16.17% of
participating employees’ compensation in 2008 and 13.19% in 2007, which
amounted to $5.5 and $4.2 million in 2008 and 2007, respectively. Employees
currently are required to contribute 5% of their compensation which totaled $1.8
million in 2008 and $1.60 million in 2007.

Other Information
Independent Audit

MSD is required by law and its Revenue Bond Resolution to undergo an annual
audit by independent certified public accountants. A joint venture of Strothman &
Company PSC and Toni Levy, CPA, was selected by the MSD Board to conduct
the 2008 audit. The goal of the independent audit was to provide reasonable
assurance that the financial statements of MSD for the fiscal year ended June
30, 2008 are free of material misstatement. The independent audit involved
examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements; assessing the accounting principles used and significant
estimates made by management; and evaluating the overall financial statement
presentation. The independent auditors concluded, based upon the audit, that
there was a reasonable basis for rendering an unqualified opinion that MSD’s
financial statements for the fiscal year ended June 30, 2008 are fairly presented
in conformity with GAAP. The auditors’ opinion and report on the basic financial
statements is included in the Financial section of this report.



Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada
(GFOA) awarded a Certificate of Achievement for Excellence in Financial
Reporting to MSD for the eighteenth consecutive time for its CAFR for the year
ended June 30, 2007. In order to be awarded a Certificate of Achievement, MSD
published an easily readable and efficiently organized CAFR. The report satisfied
both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for one year only. MSD believes that its
current CAFR continues to meet the Certificate of Achievement Program’s
requirements and will submit the current report to GFOA to determine its
eligibility for another Certificate.

| wish to take this opportunity to thank the MSD Board and Executive Director
Herbert J. Schardein, Jr., for their continued guidance, support and leadership in
the management of MSD’s financial resources.

| also express my deepest appreciation to the staff of MSD’s Budget and Finance

Division. This report could not have been completed in a timely manner without
your commitment and dedication.

Respectfully submitted,

Meoncon M. Do

Marion M. Gee

Director of Finance



Certificate of
: Achievement
for Excellence
in Financial
Reporting

Presented to

Louisville and Jefferson County
Metropolitan Sewer District
Kentucky

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
June 30, 2007

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Govemment Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial -

reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.

e S e

President

By o -

Executive Director
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MSD BOARD

Beverly A. Wheatley, Chairperson Audwin A. Helton, Vice Chairperson
Benjamin K. Richmond Martin D. Hoehler
Jerome L. Clark Marvin D. Stacy
Charles E. Weiter Arnold J. Celentano

Herbert J. Schardein, Jr., Secretary/Treasurer

PRINCIPAL OFFICERS
Herbert J. Schardein, Jr., Executive Director

Mark Johnson, Director

Engineering
James J. Hunt, Director Kathy J. Cooksie, Director
Physical Assets Human Resources
Bruce Seigle, Director Paula Purifoy
Information Technology Legal Counsel
W. Brian Bingham, Director Saeed Assef, Sr. Manager
Regulatory Management Services Infrastructure & Flood Protection

Marion Gee, Director
Budget and Finance

FINANCIAL OFFICERS

Marion Gee, Chief Financial Officer

Maria Mullaney Renee Thomas
Controller Purchasing Manager
Sharon Dawson Sherry Knox
Revenue Manager Budget Administrator
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Strothman & Company P S C ' 1600 Waterfront Plaza 502 585 1600
Certified Public Accountants & Advisors 325 West Main Street 502 585 1601 Fax
Louisville, Kentucky 40202-4251 www,strothman.com

Independent Auditors’ Report

The Board of Directors
Louisville and Jefferson County Metropolitan Sewer District
Louisville, Kentucky

We have audited the accompanying financial statements of the Louisville and Jefferson County
Metropolitan Sewer District (“MSD”), a component unit of the Louisville-Jefferson County Metro
Government, as of and for the years ended June 30, 2008 and 2007, as indicated in the accompanying
table of contents. These financial statements are the responsibility of MSD management. Our
responsibility is to express an opinion on these financial statements based on our audits.

I\

We conducted our audits 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 audits to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation, We believe that our audits provide a reasonable basis for our
opinion,

In our apinion, the financial statements referred to above present fairly, in all material respects, the
financial position of MSD as of June 30, 2008 and 2007, and the changes in its net assets and its cash
flows for the years then ended, in conformity with accounting principles generally accepted in the
United States of America.

The Management’s Discussion and Analysis on pages 11 through 18 is not a required part of the
financial statements but is supplementary information required by accounting principles generally
accepted in the United States of America. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and
presentation of the supplementary information. However, we did not audit the information and express
no opinion on it.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements of
MSD. The information presented in the introductory and statistical sections are presented for purposes
of additional analysis and are not a required part of the basic financial stalements. Such information
has not been subjected to the auditing procedures applied in the audit of the basic financial statements
and, accordingly, we express no opinion on them.

In accordance with Government Auditing Standards, we have also issued our report dated October 21,
2008 on our consideration of MSD’s internal conirol over financial reporting and on our tests of its
compliance with cerfain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing
the results of our audit.

R R A L A

Louisville, Kentucky
October 21, 2008
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Management's Discussion and Analy‘sis ;

: As managemerit of the Louisville and Jefferson County Metropolitan-

- Sewer District (MSD) we offer readers of MSD’s financial statements this -
narrative overview and analysis. of the financial activities for the fiscal year ended
June 30, 2008. We encourage readers to consider the information presented
here in conjunction with additional information that we have furnished in our letter
of transmittal, which can be found on pages 1-6 of thls report.

: 4Fmanclal nghllghts

o MSD ] net assets decreased by. $855 7 thousand (0 2%) as a result of thrs
_year's operations. = '
Operating revenues increased by $28 8 million (21 8%) to $161, 3 million.
s Operating expenses excluding deprecratron mcreased by $6 9 mrlhon ‘
~ (10.8%).
¢ -Non-operating revenues (investment income) decreased by $224.8 thousand
(4.8%) and non- operatrng expenses decreased by $20.6 thousand (0. 03%)

Overview of the Fmancial Statements

. This annual report consists of three parts: Introductory Section, Financial

~ Section, and Supplementary Information: The Financial Section includes notes
that provide additional information relating to MSD’s financial condition. Readers
* are encouraged to read the notes to better understand the financial statements.

' R_equired,F_mancral Statements

The Statement of Net Assets

The Statement of Net Assets rncludes all of MSD S assets and habthtres
and provides information about the nature and arhounts of investments in
resources (assets) and the obligations to creditors (liabilities). It also provides
the basis for computrng rate of return, evaluating the capital structure of MSD
and assessing the Irqurdtty and financial flexibility of the organtzatron

The Statement of Revenues, Expenses and Changes in Net Assets

The Statement of Revenues, Expenses, and Changes in Net Assets
rdentlfy the revenues generated and expenses lncurred durrng the frscal year

11




This statement helps the user to assess the profitability of MSD during the
time period for which the statement relates.

Statement of Cash Flows

The Statement of Cash Flows provides information relating to MSD’s cash
receipts and cash expenditures during the fiscal year. The statement reports
cash receipts, cash payments, and net changes in cash resulting from
operations, investing, and financing activities and provides answers to such
questions as where did cash come from, what was cash used for, and what was
the change in the cash balance during the reporting period.

Financial Information

MSD'’s net assets decreased by $855.7 thousand in FY 2007 to $550.5 million. In
the early 1990’s, less than 30% of MSD’s capitalization was in the form of long-
term debt. In 1997, for the first time, long-term debt exceeded 50% of MSD’s
capital structure. This change in capitalization can be attributed to the
aggressive capital construction plan that MSD initiated in order to eliminate small
neighborhood sewer treatment plants and septic tanks and to expand and
rehabilitate its drainage and sewer infrastructure. At June 30, 2008, total long-
term liabilities represented 70% of MSD’s capitalization.

MSD's total assets increased by approximately $90.6 million in 2008. This
increase can be attributed to the sale of $105 million of revenue bonds as a
result of the 2008A series bond issue. Noncurrent assets increased by
approximately $35.6 million during fiscal year 2008.

Table 1
Condensed Statement of Net Assets
(000's)
Dollar  Percent
FY 2008 FY 2007 Change Change FY 2006
Unrestricted Current Assets 46,504 $ 46,517 $ (13) 0.0% $ 57,477
Restricted Current Assets 131,985 76,934 55,051 71.6% 134,874
Noncurrent Assets 1,828,874 1,793,305 35,569 2.0% 1,761,502
Total Assets 2,007,363 1,916,756 90,607 4.7% 1,953,853
Current Liabilities 14,758 16,639 (1,881) -11.3% 22,619
Current Liab. from Restr. Assets 35,102 33,253 1,849 5.6% 28,778
Noncurrent Liabilities 1,406,984 1,315,490 91,494 7.0% 1,332,993
Total Liabilities 1,456,844 1,365,382 91,462 6.7% 1,384,350
invested in Capitai Assets, net 482,094 479,305 2,789 0.6% 489,973
Restricted Assets, net 12,228 7,034 5,194 73.8% 8,927
Unrestricted 56,197 65,035 (8,838) -13.6% 70,563
Total Net Assets 550,519 551,374 (855) -0.2% 569,463
Total Liabilities and Net Assets 2,007,363 % 1,916,756 § 90,607 47% $ 1,953,853
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Unrestricted current assets experienced a slight decrease of $13 thousand.

Total liabilities increased by $91.5 million in 2008. This increase was due to the
issuance of $105 million of revenue bonds.

Capital Assets and Long-term Debt

MSD'’s net investment in plant, lines, and other facilities increased by $38.0
million in FY 2008. Major additions include the completion of $34.5 million of
sewer line installations and $24.0 million of stormwater drainage facilities.
Readers are encouraged to review the Comparative Schedules of Plant, Lines,
and Other Facilities that is contained in the statistical section of the CAFR for
additional information regarding changes to capital assets. Also, readers should
review Note 5 to the financial statements which provides additional information
relating to MSD’s capital assets.

In December 2007, MSD issued $61.1 million in Revenue Bonds to currently
refund a portion of its then outstanding Series 1997B bond issue.

In May 2008, MSD issued $105 million in Revenue Bonds to finance its capital
program. As of June 30, 2008, approximately $94.8 million of these bond
proceeds remained. The remaining funds are expected to be used for additional
expansions to the wastewater and drainage systems, plant expansions, flood
protection systems, and other wastewater and stormwater projects. Note 7 to the
financial statements provides readers with a comparative schedule of long-term
debt outstanding at June 30, 2008 and June 30, 2007.

Results of Operations

Total Operating Revenues as of June 30, 2008 were $161.3 million compared to
$132.4 million for the same period last year, an increase of $28.8 million or
21.8%. This increase in operating revenues was primarily driven by a surcharge
enacted in August 2007 to help the fund the expected cost of a consent decree
that MSD signed with the Commonwealth of Kentucky’s Environmental and
Public Protection Cabinet and the U.S. Environmental Protection Agency (see
the Other Significant Matters section of the MD&A). During FY 2007, MSD
began offering free wastewater and stormwater service to the Louisville Metro
Government. This free service amount to $2.2 million in FY 2008 and $1.45
million in FY 2007.

Wastewater Service Charges totaled $125.8 million as of June 30, 2008. This
represents an increase of $29,188,000 or 30.2% from a year ago. This increase
was due to the consent decree surcharge described in the previous paragraph
which effectively raised wastewater rates by 33%. Free wastewater services
provided to the Louisville Metro Government amounted to $1.8 million during the
fiscal year. The majority of MSD’s wastewater customers are billed based on the
amount of water used. Since substantially all of MSD’s customers are also
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customers of the Louisville Water Company, this charge is billed and collected by
the Louisville Water Company on behalf of MSD.

Stormwater service charges were $31.1 million as of June 30, 2008. This
represents an increase of $1,211,000 or 4.1% from the same period one year
ago. This increase is net of the $355,400 of free services provided to the
Louisville Metro Government.

Table 2

Condensed Statements of Revenues,

Expenses, and Changes in Net Assets

(000's)

Dollar Percent
FY 2008 FY 2007 Change Change FY 2006

Operating Revenues $ 161,283 & 132,446 § 28,837 218% $ 129,765
Nonoperating Revenues 4,895 4,670 225 4.8% 3,964
Total Revenues 166,178 137,116 29,062 21.2% 133,729
Depreciation Expense 55,485 52,177 3,308 6.3% 51,174
Other Operating Expenses 70,335 63,479 6,856 10.8% 61,046
Nonoperating Expenses 56,388 56,408 (20) 0.0% 50,404
Total Expenses 182,208 172,064 10,144 5.9% 162,624
Net income (loss) before contributions (16,030) (34,948) 18,918 -54.1% (28,895)
Contributions 15,175 16,859 (1.684) -10.0% 20,083
Change in net assets (855) (18,089) 17,234 -95.3% (8,812)
Beginning Net Assets 551,374 569,463 (18,089) -3.2% 578,275
Ending Net Assets $ 550,519 $ 551374 § (855) -0.2% $ 569,463

Other operating income was $1.6 million less than the amount recorded in FY
2007. This decrease can be attributed to a decrease in proceeds from the sale
of assets of $1.4 million or 100.4% from FY 2007 levels. In FY 2007, MSD sold
property that was declared surplus for approximately $1.4 million.

Table 3 shows the composition of gross service and administrative costs by
major classification of expense for the last three fiscal years. Gross service and
administrative costs increased by $8.0 million above the FY 2007 level. An
increase in labor ($2.4 million), utilities ($2.0 million), and billing and collection
expenses ($2.4 million) resulted in this change. Labor expenses comprise the
bulk of service and administrative costs, approximately 50% and 52% in FY 2008
and FY 2007, respectively. As of June 30, 2008, labor costs were $49,431,000
compared to $47,079,000 for the same period last year. The increase in labor in
FY 2008 can be attributed to an increase in regular salaries and wages of
$1,589,000. In addition, retirement contributions increased by $1,261,000. The
increase in utility expenses was driven by increases in electricity and natural gas
costs of $714,000 and $913,000; respectively. The change in billing and
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collection expenses was due to an increase of $2.3 million in the allowance for

doubtful accounts balance.

Table 3
Gross Service and Administration Costs
(000's)
2008 2007 Variance Y% 2006
Service and administrative costs:
Labor $ 49431 50% § 47079 2% $ 2,352 5.0% $ 42,287
Utilities 12,989 13% 10,976 12% 2,013 18.3% 12,518
Materials and supplies 8,707 9% 8,197 9% 510 62% 7,745
Professional services 3,126 3% 2,797 3% 329 11.8% 2,543
Maintenance and repairs 8,926 9% 8,035 9% 891 11.1% 7,762
Billing and collections 5,318 5% 2,889 3% 2429  84.1% 3,869
Chemicals 3,805 4% 3585 4% 220 6.1% 4,128
Fuel 1,344 1% 1240 1% 104 84% 960
Biosolids disposal 1,661 2% 1412 2% 249 17.6% 1,554
All other 2,800 3% 3947 4% (1,147) -29.1% 3,067
Gross service and admin, costs $ 98,107 100% $ 90,157 100% $ 7950 8.8% $ 86,433

Net Operating Expenses excluding depreciation were $70,334,000 in FY 2008
compared to $63,479,000 in FY 2007. This change reflects an increase of

$6,856,000 or 10.8%.

Depreciation expense of $55.5 million was $3.3 million more than the FY 2007
amount. This increase in depreciation is consistent with the growth in Capital
Assets that MSD has experienced.

In FY 2008, net cash
provided by operating
activities increased by
$22.7 million primarily
due to an increase of
$25.4 million in cash
received from customers.

Although net operating
income is the most
significant component of
the factors which go into
determining MSD debt

990,000 Cash Flow from Cortinuing Operations  $87 312
987,000 (inthousands)

$72,000
$63,000

$54!

)
S

$36,000
$27,000
$18,000

$9,000

i
g

OSSO

service coverage, other sources, including investment income and current period
payments of property owner assessments also are included in “available
revenues” and “net revenues” for purposes of demonstrating MSD’s performance
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under the several debt service ratio tests of the 1993 Sewer and Drainage
System Revenue Bond Resolution.

The 1993 Resolution and its supplements require MSD to provide “available
revenues”, as defined in the

Resolution, sufficient to pay 110%
of each year's “aggregate net debt
service” on Revenue Bonds and
100% of “operating expenses”.

MSD
Debt Service Coverage

310%

‘Available revenues,” as used only 260%
for purposes of the Resolution,
means all revenues and other 210%
amounts received by MSD and
pledged as security for payment of 160%

bonds issued pursuant to the
Resolution, but excludes any
interest income which is capitalized
in accordance with generally

110%

accepted accounting principles. “Operating expenses” include all reasonable,
ordinary, usual or necessary current expenses of maintenance, repair and
operation determined in accordance with generally accepted accounting
principles and the enterprise basis of accounting. “Operating expenses” do not
include reserves for extraordinary maintenance and repair, or administrative and
engineering expenses of MSD which are necessary or incidental to capital
improvements for which debt has been issued and which may be paid from
proceeds of such debt. “Aggregate net debt service” is aggregate debt service on
all bonds issued pursuant to the Resolution (in 2008, all of MSD outstanding
debt), excluding (i) interest expense which, in accordance with generally
accepted accounting principles, is capitalized and which may be paid from the
proceeds of debt and (ii) other amounts, if any, available or expected to be
available in the ordinary course for payment of debt service. MSD debt service
coverage, calculated on the foregoing basis, was 126% in 2008 and 110% in
2007.

MSD is not allowed to include depreciation expense in the formula authorized by
the Louisville Metro Government to calculate allowable rate increases. The
applicable rate ordinances allow

MSD to increase rates to maintain
MSD - the 100% revenue coverage of
Income (Loss) from Continuing . .. .
R Operations service and administrative costs
$40,000. e cr ) 53545 and 110% coverage of aggregate -
net principal and interest
:;?*‘A:J— requirements on Revenue Bonds
that MSD covenants in the
30 | Revenue Bond Resolution.
However, the straight-line
depreciation of plant, lines and
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other facilities substantially exceeds scheduled principal amortization on the

Revenue Bonds.

MSD recorded a net operating income of $35.5 million compared to $16.8 million
in FY 2007, an increase of $18,673,000 or 111.2%. The increase was primarily
due to a 33% wastewater rate increase initiated in August 2007.

MSD
Full-Time Equivalent Staff

800

750

MSD’s employee count increased
slightly to 625 in 2008 compared to
614 full-time equivalent positions in
2007.

Since 1999, the most significant

700 reduction of staff costs has been
achieved in operations and
maintenance and their support
activities, which are reflected in the
“service and administrative costs”

category in the financial statements.

650 63 625

600 .. i n.cp 1
1999 2001 2003 2005 007

Net interest expense totaled $56,388,000 in FY 2008 and $56,408,000 in FY
2007; a decrease of $20,600.

Other Significant Matters

In April 2005, MSD agreed to enter into a Consent Decree with the
Commonwealth of Kentucky’s Environmental and Public Protection Cabinet
(KEPPC) and the U.S. Environmental Protection Agency (EPA). The agreement
calls for MSD to design and implement projects within specified deadlines that
will eliminate combined sewer overflows in its service area. The cost of the
projects has yet to be determined but the preliminary estimate is $843 miflion
over the next two decades. MSD will submit a long-term control plan that will
contain a list of proposed projects to the KEPPC and the EPA by December 31,
2008.

On August 9, 2007, the Louisville Metro Council authorized MSD to add an EPA
Consent Decree surcharge to its bills. Residential customers pay a surcharge of
$6.95 per month and commercial and industrial customers pay rates based on
volume that range from $0.49 to $0.93 per thousand gallons of water used or
sewage discharged. In addition to the rate increase, the Metro Council also
authorized MSD to implement a senior citizens discount program that provides
customers 65 and older with household income of less than $25,000, a 30%
discount off sewer charges.

Requests For Additional Information
This report is intended to provide readers with a general overview of MSD’s

finances and to provide information regarding the receipts and uses of funds. If
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you need clarification regarding a statement(s) made in the report or need
additional information, please contact the Louisville and Jefferson County
Metropolitan Sewer District, 700 West Liberty Street, Louisville Kentucky 40203.
You can also submit a request for additional information via MSD’s website at
www.msdlouky.org.
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LOUISVILLE AND JEFFERSON COUNTY METROPOLITAN SEWER DISTRICT
COMPARATIVE STATEMENT OF NET ASSETS
(in thousands)

June 30, 2008

June 30, 2007

Assets
Current Assets:
Unrestricted cash and cash equivalents $ 10,524 $ 1,912
Restricted cash and cash equivalents 105,299 3,133
Unrestricted investments 14,843 24,935
Restricted investments 26,686 73,801
Accounts receivable, less allowance for
doubtful accounts of $1,568 (2008), $281 (2007) 16,732 15,398
Inventories 3,020 3,091
Prepaid expenses and other current assets 1,385 1,181
Total current assets 178,489 123,451
Noncurrent assets:
Long-term assessment receivables 26,334 28,749
Plant, lines and other facilities, net 1,802,540 1,764,556
Total noncurrent assets 1,828,874 1,793,305
Total assets 2,007,363 1,916,756
Liabilities
Current liabilities:
Current liabilities (payable from unrestricted assets):
Accounts payable and accrued expenses 14,758 16,639
Current liabilities (payable from restricted assets):
Accounts payable and accrued expenses,
includes contractor's retainages of
$818 (2008), $388 (2007) 5,250 4,239
Accrued interest 8,597 10,824
Current maturities of bonds payable 21,255 18,190
Total current liabilities 49,860 49,892
Long-term liabilities:
Accounts payable 2,375 2,632
Unearned revenue 14,824 5,622
Bonds payable, net 1,389,785 1,307,236
Total long-term liabilities 1,406,984 1,315,490
Total liabilities 1,456,844 1,365,382
Net Assets
Invested in plant, lines and other facilities,
net of related debt 482,094 479,305
Restricted for payment of bond principal and interest 12,228 7,034
Unrestricted 56,197 65,035
Total net assets $ 550,519 $ 551,374

The accompanying notes to the financial statements are an integral part of this statement.
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LOUISVILLE AND JEFFERSON COUNTY METROPOLITAN SEWER DISTRICT

COMPARATIVE STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
(in thousands)

Operating revenues:
Service charges
Other operating income
Total operating revenues
Operating expenses:
Service and administrative costs
Depreciation
Total operating expenses
Income from operations
Non-operating revenue (expenses).
investment income
Interest expense
Total non-operating revenue (expenses) - net
Net loss before contributions
Contributions
Property owner assessments
All other
Decrease in net assets

Net assets, beginning of year

Net assets, end of year

The accompanying notes to the financial statements are an integral part of this statement
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Year Ended

$

June 30, 2008

June 30, 2007

156,889 $ 126,490
4,394 5,956
161,283 132,446
70,335 63,479
55,485 52,177
125,820 115,656
35,463 16,790
4,895 4,670
(56,388) (56,408)
(51,493) (561,738)
(16,030) (34,948)
164 7,634
15,011 9,225
(855) (18,089)
551,374 569,463
550,519 $ 551,374




LOUISVILLE AND JEFFERSON COUNTY METROPOLITAN SEWER DISTRICT

COMPARATIVE STATEMENT OF CASH FLOWS

(in thousands)

Cash flows from operating activies:
Cash received from customers
Cash paid to suppliers
Cash paid {o employees

Net cash provided by operating activities

Cash flows from capital and related financing activities:
Proceeds from issuance of revenue bonds

Capital contributed by governments, property owners & developers

Assessments receivable

Interest income - assessments

Unamortized loss on refundings

Principal paid on revenue bonds

Interest paid on revenue bonds

Acquisition and construction of capital assets
Retainage payable

Acquisition of non-operating property

Net cash used in capital and related financing
activities

Cash flows from investing activities:
Purchase of investments
Proceeds from sale of maturities of investments
Interest received on investments
Unamortized gain on termination of swap agreements

Net cash provided by investing activities
Net increase in cash and cash equivalents

Cash and cash equivalents, including cash and
cash equivalents in restricted assets, beginning of year

Cash and cash equivalents, including cash and
cash equivalents in restricted assets, end of year

(CONTINUED)

Year Ended

June 30, 2008

June 30, 2007

159,539  $ 134,160
(37,186) (36,216)
(35,041) (33,320)
87,312 64,624
166,125 -
15,174 16,861
2,703 (645)
1,405 1,670
2,504 .
(84,350) (17,250)
(69,145) (70,180)
(83,548) (65,669)
430 (33)
(257) (258)
(48,959) (135,504)
(62,392) (72,800)
120,084 137,908
4,807 7,642
9,926 -
72,425 72,750
110,778 1,870
5,045 3,176
115823 % 5,045

The accompanying notes to the financial statements are an integral part of this statement



LOUISVILLE AND JEFFERSON COUNTY METROPOLITAN SEWER DISTRICT
COMPARATIVE STATEMENT OF CASH FLOWS
(CONTINUED)

(in thousands)

Year Ended

June 30, 2008 June 30, 2007

Reconciliation of operating income to net cash provided by operating activities:
Income from operations $ 35,463 $ 16,790
Adjustment to reconcile income from operations
to net cash provided by operating activities

Depreciation 55,297 51,991
Amortization 65 65
Loss from retired assets 122 120
Change in operating assets and liabilities:
Decrease (increase) in accounts receivable (1,622) 1,677
(Increase) decrease in inventories 71 (216)
Decrease (increase) in prepaid expenses (203) 178
Decrease (increase) in other current assets (121) 37
Decrease in accounts payable and accrued expenses (1,760) (6,018)
Net cash provided by operating activities $ 87,312 $ 64,624

Non-cash capital financing activities:
Contribution of plant, lines and other facilities

by developers and property owners $ 15,175 $ 16,859
Increase in accounts payable incurred for construction $ 1,011 $ 3,167
Decrease in fair value of investments $ (478) $ (81)
(Increase) decrease in interest rate swap deferred revenue $ {9,202) $ 475

The accompanying notes to the financial statements are an integral part of this statement.
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LOUISVILLE AND JEFFERSON COUNTY METROPOLITAN SEWER DISTRICT
NOTES TO THE COMPARATIVE FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2008 AND 2007

(in thousands)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Louisville and Jefferson County
Metropolitan Sewer District (MSD) have been prepared in conformity with
generally accepted accounting principles (GAAP) as applied fo government
units. The Governmental Accounting Standards Board (GASB) is the
accepted standard-setting body for establishing governmental accounting and
financial reporting principles. With respect to proprietary activities, MSD has
adopted GASB Statement No. 20, “Accounting and Financial Reporting for
Proprietary Funds and Other Governmental Entities that use Proprietary Fund
Accounting.” MSD has elected to apply all applicable GASB pronouncements
as well as Financial Accounting Standards Board (FASB) pronouncements
and Accounting Principles Board (APB) Opinions, issued on or before
November 30, 1989, unless those pronouncements conflict with or contradict
GASB pronouncements.

These financial statements follow the provisions of GASB No. 34, “Basic
Financial Statements, Management’s Discussion and Analysis, for State and
Local Governments” and related standards. These new standards provided
for changes in terminology; recognition of contributions in the Statement of
Revenues, Expenses and Changes in Net Assets; including of a management
discussion and analysis as supplementary information; and other changes.
The more significant of MSD's accounting policies are described hereinafter.

A. Reporting Entity

MSD is a public body corporate, and political subdivision of the
Commonwealth of Kentucky. MSD was created in 1946 pursuant to Chapter
76 of the Kentucky Revised Statutes, in the interest of the public health and
for the purpose of providing adequate sewer and drainage facilities in the
urbanized area of the Louisville Metropolitan Area. Pursuant to Chapter 76,
MSD is governed by a Board which consists of eight members who are
appointed by the Mayor of the Louisville Metro government, subject to
approval of the Louisville Metro Council. Not more than five Board members
may be of the same political party. However, there is not a continuing
supervisory relationship exercised by the Louisville Metro government over
MSD with respect to MSD's statutory public functions.
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LOUISVILLE AND JEFFERSON COUNTY METROPOLITAN SEWER DISTRICT
NOTES TO THE COMPARATIVE FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2008 AND 2007

(Continued)

(in thousands)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)

Reporting Entity - (Continued)

Chapter 76 authorizes MSD to provide sewer and drainage facilities and
services. MSD is further authorized by the statute to establish and collect
service charges and to budget therefrom for operations and maintenance,
capital outlays and debt service on obligations it is authorized by the statute
to incur. No special financing relationship exists between the Louisville Metro
government and MSD, nor is the Louisville Metro government empowered by
law or custom to approve MSD operating or capital budgets; nor are they
responsible for financing deficits or disposing of surplus funds.

MSD has complete control, possession and supervision of the sewer and
drainage system in large portions of Jefferson County, and has statutory
authority to construct additions, betterments and extensions within its service
area. Additionally, MSD has statutory responsibility for approval of the design
and proper construction of sewer and drainage facilities within the County's
boundaries. There are cities within the County that, by statute, have the
option of using MSD sewer services on a contractual basis. Third and fourth
class cities also have the option of obtaining drainage services from MSD.

The business and activities of MSD are managed by its Board, which
has statutory authority to elect officers, enact by-laws and enter into
agreements and contracts for the management and regulation of MSD's
affairs.

MSD's revenue is derived from sewer and drainage service charges
which are collected from residential, commercial and industrial customers.
MSD controls the collection of all revenue, disbursement of payables and title
to all sewer and drainage assets. Sewer service charges are distributed
among customer classes on the basis of actual costs incurred to collect and
treat wastewater. Drainage service charges are distributed among customer
classes on the basis of actual costs of drainage services per equivalent
unit of impervious surface. Changes in MSD's service charges are
implemented by MSD's Board, but no change in the service charge schedule
is final within the Louisville Metro area until approval by the Louisville Metro
Council. However, the statute provides that such approval may not be
arbitrarily withheld and that the schedule shall be sufficient
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LOUISVILLE AND JEFFERSON COUNTY METROPOLITAN SEWER DISTRICT
NOTES TO THE COMPARATIVE FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2008 AND 2007

(Continued)

(in thousands)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)

Reporting Entity - (Continued)

to provide revenues for the operation and maintenance of the system and
for debt service. By ordinance, the Louisville Metro Government has
provided that MSD's Board may amend its service charge schedule to
maintain a debt service coverage ratio of 1.10 for MSD's sewer and
drainage revenue bonds, and that such amendments will be effective
within the Metropolitan area when adopted by MSD's Board, so long as the
amended rates do not generate additional revenue from service charges in
excess of seven percent during the twelve months succeeding the period in
which the deficiency was identified.

Chapter 76 permits MSD to finance sewer and drainage system
construction, acquisition and other capital improvements through the issuance
of its revenue bonds and with the proceeds of governmental grants, property
owner contributions in aid of construction and bonds and loans for which
pledge of repayment is subordinated to the pledge of revenues given by MSD
for the security of its revenue bond holders. MSD indebtedness does not
constitute indebtedness of the Louisvile Metro government or the
Commonwealth, but the Louisville Metro government must authorize by
ordinance the issuance by MSD of revenue bonds to finance projects within
the Metropolitan area.

B. Basis of Accounting

The sewer and drainage system owned and operated by MSD is
accounted for using a flow of economic resources measurement focus. With
this measurement focus, all assets and all liabilities associated with the
operation of the system are included on the statement of net assets. Total
net assets are segregated into amounts invested in plant, lines and other
facilities, net of related debt, restricted for payment of bond principal and
interest and unrestricted. Operating statements present increases (e.g.,
revenues) and decreases (e.g., expenses) in net assets. MSD utilizes the
accrual basis of accounting wherein revenues are recorded when earned and
expenses are recorded at the time the liability is incurred.

25



LOUISVILLE AND JEFFERSON COUNTY METROPOLITAN SEWER DISTRICT
NOTES TO THE COMPARATIVE FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2008 AND 2007

(Continued)

(in thousands)
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)

C. Cash and Cash Equivalents

For purposes of the statements of cash flows, MSD includes
repurchase agreements and other investments with an original maturity
of three months or less in cash and cash equivalents.

D. Investments
Investments are reported at fair value based on quoted market
value. Investment income consists of interest income, and the change

in fair value of investmenis.

E. Operating Revenues and Receivables

Operating revenues are those revenues that are generated
directly from the primary activity of MSD. These revenues are
wastewater and stormwater service charges. The Louisville Water
Company is responsible for billing and collection of these charges on a
monthly basis.

Accounts receivable are stated at the amount management
expects to collect from outstanding balances. Balances are considered
past due 30 days from the invoice date. Management provides an
allowance for probable uncollectible amounts based on its assessment
of the current status of individual accounts. Balances that are still
outstanding after management has used reasonable collection efforts
are written off through a charge to the allowance and a credit to
accounts receivable.

Assessment receivables represent amounts billed to residents to
have sewer lines installed in their neighborhood. Assessment warrants
are considered past due once the balance is 90 days in arrears.
Management considers all amounts collectible on the basis that liens
are placed on properties at the time of assessment.

F. Inventories
Inventories are stated at the lower of cost (principally average
cost) or market, and consist of supplies and parts used in the operation

of MSD's treatment plants and for the maintenance of automobiles,
sewers and other related equipment.
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LOUISVILLE AND JEFFERSON COUNTY METROPOLITAN SEWER DISTRICT

NOTES TO THE COMPARATIVE FINANCIAL STATEMENTS

FOR THE YEARS ENDED JUNE 30, 2008 AND 2007
(Continued)

(in thousands)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)

G.

Contributed Capital and Construction Grants

Construction and acquisition of sewer and drainage plant, lines
and other facilities are financed in part by governmental grants and
contributions in aid of construction from property owners and
developers. Governmental grants in aid of construction represent the
estimated portion of construction costs incurred for which grants are
expected to be paid to MSD by the governmental grantor. These
amounts are recorded as a receivable and revenues from contributions
at the time the related expenditures are incurred. The revenues from
contributions are then added to Net Assets.

Plant, Lines and Other Facilities

Plant, lines and other facilities are recorded at historical cost or, if
contributed, at fair value as determined by engineering estimates on the
date the contribution is received. Capital assets are defined by
MSD as assets with an initial, individual cost of more than $20 or
renewal and replacement cost of a component of existing assets with a
cost of more than $20. It is MSD's policy to depreciate the costs of
these assets over their estimated useful lives on a straight line basis.

Estimated useful lives on depreciable assets are as follows:

Buildings and other structures 30 - 50 years
Land improvements 10 - 30 years
Miscellaneous machinery 10 - 20 years
Vehicles 6 - 12 years
Equipment, heavy 15 - 30 years
Equipment, light 5-15 years
Sewer lines and major drainage

channels 80 years

Costs incurred for capital construction and acquisition are carried
in construction in progress until disposition or completion of the related
projects. The major components of construction in progress are sewer
lines, wastewater treatment and stormwater facilities. Costs relating to
projects not pursued are expensed, while costs relating to completed
projects are capitalized as plant, lines and other facilities.

27



LOUISVILLE AND JEFFERSON COUNTY METROPOLITAN SEWER DISTRICT

NOTES TO THE COMPARATIVE FINANCIAL STATEMENTS

FOR THE YEARS ENDED JUNE 30, 2008 AND 2007
(Continued)

(in thousands)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)

H.

Plant, Lines and Other Facilities — (Continued)

Plant, lines and other facilities includes capitalized amounts of
bond issuance costs. Bond issuance costs are amortized to expense on
a straight line basis over the term of the related indebtedness.

Capitalized Interest

Interest capitalized on projects funded from bond proceeds is
recorded as the difference between the interest cost of the borrowing
less interest earned on undisbursed invested proceeds during the
construction period. Interest is not capitalized on project costs that are
reimbursed by contributions of capital from government, property owners
and developers.

Impairment of Capital Assets

In accordance with GASB Statement No. 42 "Accounting and
Financial Reporting for Impairment of Capital Assets and for Insurance
Recoveries” management evaluates prominent events or changes in
circumstances affecting capital assets to determine whether impairment
of a capital asset has occurred. A capital asset is generally considered
impaired if both (a) the decline in service utility of the capital asset is
large in magnitude and (b) the event or change in circumstance is
outside the normal life cycle of the capital asset. No impairment losses
were recognized in the years ended June 30, 2008 and 2007.

Bonds Payable

Bonds outstanding which have been refunded and economically
defeased are not included in long-term debt. The related assets are not
included in investments. The loss on refunding, which is the difference
between the reacquisition price and the net carrying amount of the old
debt, is deferred and amortized as a component of interest expense
over the average remaining life of the old debt. The unamortized loss
on refunding is reported as a deduction from the new debt liability.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)

K.

Bonds Payable — (Continued)

MSD enters into interest rate swap agreements to modify interest
rates on outstanding debt. MSD records the net interest expenditures
resulting from these agreements and amortizes gains/losses resulting
from the termination of these agreements until the original termination
date of the agreement.

Compensated Absences

Vacation and personal pay benefits are accrued as vested by
MSD employees.

Allocation of Overhead

MSD allocates overhead costs to its core business processes
which are: operations and maintenance (service and administrative
costs); design, construction and acquisition of plant lines and other
facilities; and subsidiary business enterprises.

Use of Estimates

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

Reclassifications

Certain reclassifications have been made to the 2007 financial
statements to conform {o those used in 2008.
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(in thousands)

NOTE 2. DEPOSITS AND INVESTMENTS

A comparative statement of cash, cash equivalents and investments held in

MSD’s portfolio follows:

June 30, 2008

Weighted Average Credit
Investment Type Fair Value Maturity in Years Rating
U.S. Agency Discount Notes $ 36,118 0.15 Aaa
U.S. Treasury Obligations 2,633 0.13 Aaa
Corporate Bonds 25 0.02 Aaa
Municipal Bonds 25 0.02 Aaa
Money Market Funds 112,907 0.08 Aaa
Repurchase Agreement 8,012
Certificate of Deposit 101
Total fair market value of cash equivalents and investments 159,821 0.10
Accrued interest from cash equivalents and investments 638
Checks drawn in excess of cash on deposit
in banks (3,107)
Total cash, cash equivalents and investments $ 157,352
June 30, 2007
Weighted Average Credit
Investment Type Fair Value Maturity in Years Rating
U.S. Treasury Obligations 3 420 0.36 Aaa
Corporate Bonds 12,019 0.02 Aa
Commercial Paper 36,432 0.36 P1
Money Market Funds 3,330 0.09 Aaz
Repurchase Agreement 52,475
Certificate of Deposit 101
Total cash equivalents and investments 104,777
Checks drawn in excess of cash on deposit
in banks 996
Total cash, cash equivalents and investments $ 103,781
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NOTE 2. DEPOSITS AND INVESTMENTS - (CONTINUED)

Investments are made based upon prevailing market conditions at the
time of the transaction with the intent to hold the instrument until maturity.
With this strategy, investments would be expected to reach maturity with
limited realized gains or losses. If the yield of the portfolio can be improved
upon by the sale of an investment, prior to its maturity, with the reinvestment
of the proceeds, then this provision is also allowed. Chapter 76 of the
Kentucky Revised Statutes authorizes MSD to invest in obligations of the
United States and its agencies and instrumentalities; bonds or certificates of
indebtedness of the Commonwealth of Kentucky and of its agencies and
municipalities; interest bearing deposit accounts in financial institutions
chartered in the Commonwealth of Kentucky and insured by an agency of
the United States up to the amount thus insured and in larger amounts,
provided such financial institutions pledge as security obligations of the United
States having such value as may be satisfactory to MSD. MSD bond
resolutions and covenants contain similar restrictions.

MSD’s Investment Policy requires that investments be divided to
eliminate the risk of loss resulting from over concentration of assets in a
specific maturity, a specific issuer, or a specific class of securities. Section
2.0 of the Investment Policy outlines the permitted investments and identifies
the limitations placed on the types of investments to minimize the risk. The
Policy also requires that all investments have the highest category of ratings
by the nationally recognized rating agencies. Where applicable, all of the
above investments have such ratings. Custodial credit risk is the risk that, in
the event of the failure of the counterparty, MSD would be able to recover the
value of its investments or collateral securities that are in the possession of
an outside party. The collateral provided by financial institutions is considered
adequate to cover all balances in excess of limits set forth by the Federal
Deposit Insurance Corporation. All of MSD'’s investments are held by MSD or
in the name of MSD by a Trustee.
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NOTE 2. DEPOSITS AND INVESTMENTS - (CONTINUED)

A reconciliation of cash, cash equivalents and investments as shown on
the Comparative Statement of Net Assets for MSD is as follows:

June 30
2008 007
Cash and cash equivalents - unrestricted $ 10,524 $ 1,912
Investments - unrestricted 14,843 24,935
Cash and cash equivalents - restricted 105,299 3,133
Investments - restricted 26,686 73,801

$ 157,352 $ 103,781

NOTE 3. RESTRICTED CASH, CASH EQUIVALENTS AND INVESTMENTS

MSD's revenue bond resolution provides that MSD shall maintain in a
Debt Service Reserve Account a balance equal to the maximum annual
aggregate gross principal and interest due on all outstanding revenue bonds;
or, in lieu of cash and investments in that amount, a letter of credit or policy of
bond insurance payable in that amount. Resolutions adopted in connection
with the issuance of MSD First Mortgage Bonds, and of subdistrict sewer
revenue bonds and municipal improvement assessment bonds whose
obligation MSD has assumed, also provide for the maintenance of debt
service reserve accounts.

Cash, cash equivalents and investments segregated as accounts

restricted for authorized construction include proceeds from issuance of MSD
bonds.
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NOTE 3. RESTRICTED CASH, CASH EQUIVALENTS AND INVESTMENTS
(CONTINUED)

Cash, cash equivalents and investments segregated and restricted are

as follows:
June 30
2008 2007
Payment of bond principal
and interest $ 41,392 $ 36,759

Authorized construction 90,593 40,175

Total restricted cash, cash
equivalents and investments $ 131,985 $ 76,934
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NOTE 4. CHANGES IN NET ASSETS

A comparative schedule of changes in net assets follows:

June 30
2008 2007
Net assets invested in plant, lines
and other facilities
Plant, lines and other facilities
net of depreciation $ 1,802,540 $ 1,764,556
Outstanding debt that applies to
plant, lines and other facilities (1,411,040) (1,325,426)
Unspent bond proceeds 90,594 40,175
Invested in plant, lines and other
facilities, net 482,094 479,305
Cash and investments restricted for
bond principal and interest 42,080 36,048
Current maturities on bonds (21,255) (18,190)
Accrued interest on bonds (8,597) (10,824)
Net assets restricted for payment of
bond principal and interest,net 12,228 7,034
Unrestricted 56,197 65,035

Total net assets $ 550,519 $ 551,374
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NOTE 5. PLANT, LINES AND OTHER FACILITIES

A comparative schedule of plant, lines and other facilities for the years 2008
and 2007 follows:

Year ended June 30, 2008

Beginning Retirements / Ending
Balance Additions Reclassifications Balance
Capital assets:
Sewer lines $ 963,799 $ 59,161 § (101) $ 1,022,859
Wastewater treatment facilities 422,483 34,472 456,955
Stormwater drainage facilities 366,745 23,955 (1) 390,699
Pumping and lift stations 60,877 6,113 - 66,990
Administrative facilities 45,347 214 - 45,561
Maintenance facilities 7,313 520 - 7,833
Machinery and equipment 62,526 13,347 - 75,873
Capitalized interest and bond -
issuance costs 220,690 12,384 - 233,074
Total capital assets 2,149,780 150,166 (102) 2,299,844
Less accumulated depreciation
and amortization:
Sewer lines (171,959) (12,385) 7 (184,337)
Wastewater treatment facilities (187,135) (19,685) - (206,820)
Stormwater drainage facilities (82,162) (5,686) - (87,848)
Pumping and lift stations (22,913) (2,839) - (25,752)
Administrative facilities (21,011) (2,873) - (23,884)
Maintenance facilities (3,687) (346) - (4,013)
Machinery and equipment (50,712) (5,856) - (56,568)
Capitalized interest and bond
issuance costs (39,085) (5,692) - (44,777)
Total accumulated depreciation
and amortization (578,644) (55,362) 7 (633,999)
Construction in progress 193,420 70,387 (127,112) 136,695
$ 1764556 $ 165,191 & (127,207) $ 1,802,540
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NOTE 5. PLANT, LINES AND OTHER FACILITIES (CONTINUED)

Year ended June 30, 2007

Beginning Retirements / Ending
Balance Additions Reclassifications Balance
Capital assets:
Sewer lines 3 915,527 $ 48,272 $ - $ 963,799
Wastewater treatment facilities 418,997 3,486 - 422 483
Stormwater drainage facilities 337,039 29,706 - 366,745
Pumping and lift stations 55,407 5,470 - 60,877
Administrative facilities 45,347 - - 45,347
Maintenance facilities 7,470 - (157) 7,313
Machinery and equipment 58,613 5,085 (1,172) 62,526
Capitalized interest and bond
issuance costs 211,362 9,328 - 220,690
Total capital assets 2,049,762 101,347 (1,329) 2,149,780
Less accumulated depreciation
and amortization:
Sewer lines (160,278) (11,681) - (171,959)
Wastewater treatment facilities (167,757) (19,378) - (187,135)
Stormwater drainage facilities (76,852) (5,510) - (82,162)
Pumping and lift stations (20,350) (2,563) - (22,913)
Administrative facilities (18,012) (2,999) - (21,011)
Maintenance facilities (3,393) (312) 38 (3,667)
Machinery and equipment (47,697) (4,187) 1,172 (50,712)
Capitalized interest and bond
issuance costs (33,660) (5,425) - (39,085)
Total accumulated depreciation
and amortization (5627,799) (52,055) 1,210 (578,644)
Construction in progress 211,761 73,678 (92,019) 193,420
$ 1,733,724 § 122,970 § (92,138) $ 1,764,556
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NOTE 6. CAPITALIZED INTEREST

A comparative schedule of net interest cost capitalized in 2008 and
2007 follows:

included
in
Year ended June 30, 2008 Capitalized Operations Total

Investment earnings $ 1,190 $ 4895 $ 6,085
Interest cost (10,530) (56,388) (66,918)
Net $ (9,340) $ (51,493) $ (60,833)

Year ended June 30, 2007 Capitalized Operations Total

Investment earnings $ 3,747 % 4670 $ 8,417

Interest cost (14,140) (56,408) (70,548)

Net $ (10,393) $ (51,738) $ (62,131)
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NOTE 7. LONG-TERM DEBT
A comparative schedule of long-term debt outstanding at June 30, 2008
and June 30, 2007, follows:

Final Outstanding As Of
Payment June 30
Interest Rates In 008 2007

REVENUE BONDS

1997 Sewer and Drainage

System Revenue Bonds

Series 1997A 5.25% - 6.00% 2027 $ 24815 $ 24,815
1997 Sewer and Drainage

System Revenue Bonds

Series 19978 4.00% - 5.20% 2007 - 65,940
1998 Sewer and Drainage

System Revenue Bonds

Series 1998A 4.25% - 9.00% 2030 236,940 240,700
1999 Sewer and Drainage

System Revenue Bonds

Series 1999A 5.25% - 6.50% 2033 288,030 290,700
2001 Sewer and Drainage

System Revenue Bonds

Series 2001A 5.00% - 5.50% 2036 293,705 295415
2003 Sewer and Drainage

System Revenue Bonds

Series 2003A and 2003B Variable Rate 2023 157,265 164,580
2004 Sewer and Drainage

System Revenue Bonds

Series 2004A 5.00% - 5.25% 2038 100,000 100,000
2005 Sewer and Drainage

System Revenue Bonds

Series 2005A 3.00% - 5.00% 2026 61,640 63,135
2006 Sewer and Drainage

System Revenue Bonds

Series 2006A 4.00% - 5.00% 2038 100,000 100,000
2007 Sewer and Drainage

System Revenue Bonds

Series 2007A 4.00% - 5.00% 2025 59,665 -
2008 Sewer and Drainage

System Revenue Bonds

Series 2008A 4.00% - 5.00% 2038 105,000 -
1,427,060 1,345,285
Less current maturities (21,255) (18,190)
Unamortized loss on refunding (16,020) (19,859)
Total - MSD Long-Term Debt $ 1,389,785 $ 1,307,236
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NOTE 7. LONG-TERM DEBT (CONTINUED)

A schedule of future debt service requirements after June 30, 2008 follows:

Revenue Bonds

Principal Interest Total
Year Ending June 30,
2009 $ 21,255 $ 72,379 % 93,634
2010 22,965 71,199 94,164
2011 23,990 70,161 94,151
2012 25,100 69,040 94,140
2013 26,275 67,853 94,128
2014-2018 151,515 318,892 470,407
2019-2023 191,460 278,324 469,784
2024-2028 243,380 225,956 469,336
2029-2033 313,245 156,092 469,337
2034-2038 407,875 61,689 469,564

$ 1,427,060 $ 1,391,585 $ 2,818,645

A comparative summary of long-term debt activity for the years ended
June 30, 2008 and June 30, 2007 follows:

June 30
2008 2007
Long term debt - beginning of year $ 1325426 $ 1,341,256
Bonds issued 166,125 -
Deferred gain on refunding, net of amortization 3,839 -
Principal paid on bonds (22,450) (15,830)
Bonds refunded (61,900) -
Long term debt - end of year $ 1,411,040 $ 1,325,426

Amortization of loss on prior refunds totaled $1,336.
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NOTE 7. LONG-TERM DEBT (CONTINUED)

On January 24, 2001, MSD terminated a nineteen-year interest rate
swap agreement for $100,000 of its fixed-rate 1999 Series Sewer and
Drainage Revenue Bonds. The termination of this swap agreement resulted
in the receipt of a payment in the amount of $7,935. This income will be
amortized annually until 2019, the original termination date on the agreement.
The unamortized portion is recorded as a long-term liability.

In April 2001, MSD entered into a forward interest rate swap agreement
with an aggregate notional amount of $282,165. Under this agreement, MSD
will be the fixed rate payer on the swap and the swap-counter party will be the
floating rate payer. MSD will pay a fixed rate of 4.4215% and will receive
67% of the 30-day London InterBank Offered Rate (LIBOR) Index. The
forward start date begins November 15, 2009 and terminates on May 15,
2033. MSD initiated the swap to synthetically convert a portion of its floating
rate debt expected to be issued November 15, 2009 for the refinancing of its
Sewer and Drainage System Revenue Bonds, Series 1999A, to a fixed rate.
MSD reserved the right to terminate the swap agreement at any time at the
then current market value. This may result in MSD making or receiving a
termination payment. This swap transaction exposes MSD to tax event risk
due to the possibility that municipal bonds could be taxable when MSD
needs to issue debt. In addition, there is a risk (market-access risk) that
MSD will not be able to enter credit markets in November 2009 thus the
expected cost savings may not be realized. The negative fair value of this
swap for the years ending June 30, 2008 and 2007 was $(34,253) and
$(15,799) respectively.

On January 25, 2008, MSD terminated a Floating to Floating (Basis)
Interest Rate Swap agreement with a notional amount of $282,165. MSD
entered into this agreement in April 2006 and paid 67% of the 1-Month LIBOR
index and received 62.2% of the 5-Year LIBOR Index. MSD received a
termination payment of $5,756 that will be amortized until 2033.

In October 2002, MSD entered into a Floating to Fixed (Synthetic Fixed)
Forward Starting Interest Rate Swap Agreement with a notional amount of
$190,790. MSD executed this agreement to synthetically convert a portion of
its floating rate debt that was issued on May 15, 2003 for the refinancing of its
Sewer and Drainage System Revenue Bonds, Series 1993, 1993A, and
1993B, to a fixed rate. MSD pays a fixed rate of 4.075% and receives a
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NOTE 7. LONG-TERM DEBT (CONTINUED)

floating rate equivalent to the Securities Industry and Financial Markets
Association Index (formerly the Bond Market Association (BMA) Municipal
Bond Index). MSD reserves the exclusive right to terminate the swap
agreement at any time at the then current market value. This agreement took
effect on May 15, 2003 and terminates on May 15, 2023. The negative fair
value of this swap for the years ending June 30, 2008 and 2007 was $(6,907)
and $(583) respectively.

In March 2003, MSD entered into a swap agreement with a notional
amount of $190,790 that in essence changed the terms of the October 2002
agreement. The terms of this agreement call for MSD to receive 78.78% of
the 3-month LIBOR Index and to pay the Securities Industry and Financial
Markets Association (SIFMA) Index. MSD reserves the exclusive right to
terminate the swap agreement at any time at the then current market value.
This agreement took effect on May 15, 2003 and terminates on May 15, 2023.
The positive fair value of this swap for the years ending June 30, 2008 and
2007 was $1,479 and $4,516 respectively.

In April 2006, MSD entered into a swap agreement with an initial
notional amount of $171,405 which provided that beginning May 15, 2006, a
net payment will be made based on MSD paying 78.78% of the 3-month
LIBOR Index on the notional amount and receiving 73.45% of the 5-year
LIBOR Index on the notional amount. On January 23, 2008, MSD terminated
this swap agreement and received a termination payment of $4,170 that will
be amortized until 2023.

MSD has implemented steps to safeguard it against the risks associated
with the aforementioned swap transactions. If the counter-party does not
maintain A1/A+ ratings from Moody’s and Standard and Poor’s, the swaps
contain provisions that require them to be marked to market weekly with
monthly statements sent to MSD and the value will be collateralized with U.S.
Treasury and Agency securities with the securities held by a tri-party
custodian approved by MSD. All costs of collateralization will be borne by the
downgraded party who must post the collateral. In addition, the April 2001
and October 2002 swaps were awarded to multiple firms to further mitigate
the credit risk associated with the transactions.

The aforementioned swap transactions also expose MSD to basis risk,
the risk that arises when variable interest rates on a derivative and an
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NOTE 7. LONG-TERM DEBT (CONTINUED)

NOTE 8.

NOTE 9.

associated bond are based on different indexes. The payment terms of the
October 2002 and March 2003 swaps coincide with the 2003 variable rate
bond issue that was executed to refinance the Sewer and Drainage System
Revenue Bonds, Series 1993, 1993A, and 1993B. The positive and negative
fair value amounts above were provided by a third-party financial advisor.

RETIREMENT PLAN

Plan Description: MSD contributes to the County Employees Retirement
System (CERS) which is a cost-sharing multiple-employer defined benefit
pension plan administered by the Kentucky Retirement System, an agency of
the Commonwealth of Kentucky. The CERS provides for retirement, disability
and death benefits to plan members and beneficiaries. The Kentucky
Retirement System issues a publicly available financial report that includes
financial statements and required supplemental information for the CERS.
That report may be obtained by writing to the Kentucky Retirement System,
1260 Louisville Road, Frankfort, Kentucky 40601-6124.

Funding Policy. Plan members are required to contribute 5% of creditable
compensation and MSD is required to contribute at an actuarially determined
rate. The employer contribution rates for the years ending June 30, 2008;
2007; and 2006 were 16.17%, 13.19%, and 10.98% respectively, of
participating employees’ compensation.

The contribution requirements of plan members and MSD are established and
may be amended by the CERS Board of Trustees. MSD’s contributions to
the CERS for the years ending June 30, 2008, 2007, and 2006 were $5,482;
$4,221; and $3,288 respectively, equal to the required contributions for each
year.

RISK MANAGEMENT

MSD is exposed to various risks of loss related to torts; theft of, damage
to and destruction of assets; errors and omissions; natural disasters; and
injuries to MSD’s employees. These risks are provided for through various
programs.

MSD participates in the Louisville Area Governmental Self-Insurance

Trust (the Trust). The Trust, which is permitted by the Commonwealth of
Kentucky to practice as a “group self-insurance trust,” was created on
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NOTE 9. RISK MANAGEMENT (CONTINUED)

January 1, 1987. Trust members currently include the Louisville Metro
Government, six smaller cities, and six government agencies. The Trust was
formed to provide better risk protection and lower cost liability insurance by
sharing the risk with all of its members.

MSD’s payments to the Trust are reflected on the financial statements
as an expense. The Trust provides, after a $300 deductible, liability coverage
up to $7,000 per occurrence. The amount of coverage available to MSD
could be limited by the total assets of the Trust. At June 30, 2008, MSD has
no claims that are payable from the Trust's assets.

MSD has chosen to self-insure the basic worker's compensation.
Claims administration is handled by a third party administrator and includes
claims monitoring, check issuance, settlement negotiations and loss control
services. Liabilities are reported when it is probable that a loss has occurred
and the amount of the loss can be reasonably estimated. A separate
insurance policy provides coverage in excess of $300 for catastrophic injury
claims by an employee or several employees as a result of a single
occurrence.

A comparative schedule of changes in liabilities for worker's
compensation claims follows:

June 30
2008 007
Liability - beginning of year $ 1,913 $ 1,249
Claims and changes in estimates 808 1,893
Payments (972) (1,229)
Liability - end of year $ 1,749 $ 1,913
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RISK MANAGEMENT (CONTINUED)

MSD joined the Louisville Area Governmental General Insurance Trust
(Property Insurance Trust) in September 2002. The Property Insurance Trust
was created to provide lower cost to participants for property insurance. MSD
is responsible for property damage up to $100. The Property Insurance Trust
provides coverage for the next $900 and a reinsurance plan with a third party
carrier covers claims in excess of $1 million. MSD has had no settled claim
that has exceeded the above coverages, in any of the past three fiscal years.

DEFERRED COMPENSATION

MSD offers its employees deferred compensation plans created in
accordance with Internal Revenue Service Code Sections 401(k) and 457.
These plans, available to all MSD employees, permit them to defer the
payment of a portion of their salary until future years. Participation in these
plans is voluntary and MSD makes no contributions to these plans on behalf
of the employee. The deferred compensation is not available to employees
until termination, retirement, death, or unforeseen emergency. All amounts of
compensation deferred, including the investments and earnings thereon, vest
with the employee and are not subject to the claims of MSD’s general
creditors.

COMMITMENTS AND CONTINGENCIES

Forward Purchase Agreements

MSD previously entered into forward purchase agreements to invest the
debt service account of its bond fund at specified times in the future at fixed
interest rates. MSD entered into these agreements in order to receive a
guaranteed interest rate and lock in current long-term investment rates for the
investment of its debt service payments. In December 2007 and January
2008, MSD terminated these agreements and received a net payment of
$1,466,000 that will be amortized over the original life of the agreements.

Prior to the termination of the agreements, MSD was exposed to market
risk, since it was possible that interest rates may be higher than the rate at
which MSD was committed on the purchase of eligible securities as defined in
the agreements. MSD was also exposed to the failure of the counterparty to
fulfill the agreement.
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NOTE 11. COMMITMENTS AND CONTINGENCIES (CONTINUED)

Sale of Sewer Assessments

MSD has entered into agreements to sell sanitary sewer assessments
to a local bank. These assessments reflect the portion of the cost that
residents pay to have sewer lines installed in their neighborhood. Residents
are given the opportunity to pay the assessment in full or to finance it over a
twenty-year period at 7% interest per annum. The original agreement called
for the bank to accept up to $25 million of outstanding assessments and for
MSD to receive 104% of the face value of the assessments. The subsequent
agreement allows an additional $5 million of assessments to be sold to the
bank at face value. These agreements give the bank the option to place the
assessments back to MSD if the payments of the property owner are ninety
days in arrears or the property owner does not respond to the bank’s demand
for payment within a ninety day period after the issuance of the assessment.
Sales to the bank are net of any subsequent repurchases of warrants by
MSD. The unpaid principal balance of loans held by the bank at June 30,
2008 was $7,464

Activity under these assessment agreements for the years ending June 30,
2008 and 2007 was as follows:

June 30
2008 2007
Balance - beginning of year $ 31,538 $ 25792
Assessments sold to bank 12 7,089
Assessments repurchased by MSD (1,788) (1,343)
Balance - end of year $ 29,762 $ 31,538

EPA Consent Decree

In May 2003, MSD received a request for information from the United
States Environmental Protection Agency, Region 4 (EPA), under Section 308
of the Clean Water Act. MSD provided the requested information. EPA
representatives conducted an inspection of part of MSD’s combined and
separate collection systems during the week of August 25 through August 29,
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2003. On December 1, 2003, MSD received the inspection report from the
EPA. This report contains findings that asserted violations by MSD of the
Clean Water Act. The report identified significant violations of the Clean
Water Act due to the discharge of sanitary sewer overflows into the navigable
waters of the United States. It also found violations of the Ciean Water Act
for MSD’s combined sewer overflows. Representatives of EPA returned to
MSD the week of December 8, 2003 for further information. MSD clarified
certain information contained in the report and provided the EPA with
comments and corrections to the report.

On February 27, 2004, the Kentucky Environmental and Public Protection
Cabinet filed suit against MSD in Franklin Circuit Court alleging violations of
Federal and State laws with respect to the discharge of pollutants. The suit
alleged unauthorized discharges by MSD in the form of
sanitary sewer overflows. The suit sought damages and abatement of the
unauthorized discharges.

In Aprif 2005, MSD agreed to enter into a Consent Decree with the
Commonwealth of Kentucky’'s Environmental and Public Protection Cabinet
and the U.S. Environmental Protection Agency. The Consent Decree calls for
MSD to submit a final Long-Term Control Plan (LTCP) to the Cabinet/EPA for
review and joint approval by December 31, 2008. The final LTCP must
include schedules, deadlines, and timetables for projects to be completed by
December 31, 2020. In addition, a Sanitary Sewer Discharge Plan (SSDP) is
due by December 31, 2008. The SSDP will include schedules and deadlines
for capital projects to be completed by the end of 2024. The cost of the
projects is estimated to be $843 million. Also, MSD agreed to pay a civil
penalty to the Commonwealth of Kentucky in the amount of one million dollars
($1,000) to resolve the violations alleged in the Cabinet's and EPA’s
complaints up through the date of entry of the Consent Decree. The
agreement also calls for MSD to perform supplemental environmental
projects (SEPS) at an amount of not less than $2,250. MSD neither admitted
nor denied the alleged violations but acknowledged that discharges occurred
and accepted the obligations imposed in the Consent Decree. The Consent
Decree, as negotiated, was entered by the U.S. District Court Judge on
August 12, 2005 and is now final.

The enforcement actions initiated by the EPA are not unique in the

wastewater treatment industry. Several wastewater utilities have signed or
are in the process of signing Consent Decrees. In the opinion of MSD, the
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(Continued)

(in thousands)

NOTE 11. COMMITMENTS AND CONTINGENCIES (CONTINUED)

resolution of any violations will not result in material adverse affect on the
operation, property or finances of MSD.

IRS Inquiry

In 1998, MSD purchased with the proceeds of its Sewer and Drainage
System Revenue Bonds, Series 1997B, United States Treasury obligations
for an escrow fund for certain defeased bonds, and at the same time,
purchased a put option that allowed it to sell those obligations for an agreed-
upon period of time to a counterparty. In 2003, MSD became aware
that the Internal Revenue Service (the “IRS”) was scrutinizing similar
transactions and encouraging issuers who had engaged in such transactions
to contact the IRS under the IRS’s voluntary compliance agreement program
(“VCAP"). While MSD believed it had complied in all respects with applicable
provisions of the tax laws, it contacted the IRS promptly with a request for a
VCAP settlement. During FY 2007, MSD entered into a closing agreement
with the IRS. The agreement provided that the holders of the 1997B bonds
are not required to include any interest on the bonds in gross income for
federal income tax purposes and no income is required to be recognized by
any holder of the bonds as a result of the closing agreement or any payments
made pursuant to the agreement. The closing agreement required MSD to
redeem $2,800 of the bonds on November 15, 2007 using funds other than
proceeds of tax-exempt bonds. MSD complied with this requirement in FY
2008.

Other Matters

MSD is a defendant in various lawsuits. Although the outcome of these
lawsuits is not presently determinable, it is the opinion of the MSD’s
management that resolution of these matters will not have a material adverse
effect on the financial condition of MSD.

The value of construction contracts signed, where work has not yet
been performed at June 30, 2008, amounted to $20,569.
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STATISTICAL SECTION

The schedules and reports shown in the Statistical Section are not
considered necessary for the fair presentation of MSD’s financial
statements in order for them to be in conformity with Generally Accepted

Accounting Principles.



THIS PAGE
INTENTIONALLY
LEFT BLANK



1514

- senusnay s|qejieAy,, Ul pepnjoul jou pue 4saJlejul pue jedound jo juswhed
10} ©51N00 AIBUIPIO BY} Ul S|gE|IBAR 8ULI008G O} peypedxs Jo ‘sjqeieae 'Aue Ji ‘sjunowie Jayjo () pue ‘Jqep jo spasoosd ayy woy pied aq Aews yolym pue poziiende s ‘sojdipund Buunoooe
pojdeocoe Ajjessusl Uim SOUBDIODOE Ul UDIUM ‘asuadxas jsaiau (1) Buipnjoxe 'uofnjossy sy o} juensind panss! spuod jjg uo sjuswainbal 1saisUl pue jediound juauno o1ebaibbe 51 soINBS
1q8@ 19N o1ebaibby, 1gep yons Jo spesooid 8y} wolj pred aq Aew yoiym pue pansst Uesq sey 1gep USIuM Joj sjuswaAcidiul jejded o} [ejuspioul 1o fessenau ale Udium (SIN fo sasusdxa
Buiesuibus PUE SAENSILILPE SpNOU; J} S80p JoU ‘yedsl pue sdususiUlEL AJBUIPIORIXS 0} SaAIBsal 3pNnidul jou seop ,sesuadxgy Bunelsd, ‘Bununodoe jo siseq ssudisyus sy pue sejdiound
Bununoooe pajdecoe Afjeseusb Ljm soUBpIOOOE Ul PRUILISISP uoljessdo pue Jledss ‘souBUSIURW JO sesuadxe JusLNno Alessaoau Jo {ensn ‘AlBUIpIo ‘S|qeLoses! |[g sapnjoul sesuadx3 Bunessdo,
-sajdiouud Bugunoooe paidacoe Aljeiausb yjim saUepIodde Ul pazijeydes s) Yojum aLiodul 1saisiul Aue sspnjoxs Ing ‘uopnjosay 8Ul 0} juensind pansst spuog 40 jusLAed oy Aiunoes se pabpsid
pue QSN Ag Paniedal Sjunowle Jeylo pue senusnal fie sueal ‘uoynjossy au) Jo sesodind 1o} Ajuo pasn se | senuUeAey sjgelieAy, " Sesuadxd BupesadQ), J0 %001 PUE spuog Snusasy uo
,80IM9S 1g5(] 19N e1ebeibby, s,1eak [Bosy Yoes JO %0LL Aed o} JuBIDUNS ‘UOHN|OSSY SU} Ul PRULSP SE ' SSNUSASY SIBIIBAY, spinosd 0 QSN Binbal sjusweiddns sy pue LONNIOSSA E86L syl

-suORNjoSeY PUOG | /6} PUE 636 BUY) Jepun papiodas 80U} WO JSHIP Uiy soiel 9BEISA0D Ul 1iNSa) YOIM SPEW UoB( SABY SUOHEDYISSEIOR) urepeo 've6 | 03 Joud
sieak Joy 'AIBUIDICOoY LOKNoSSY Puog enusnay waisAs sbeurel( 3 Jomes €661 S,OSIN Ui PaUIBILOD SDIAISS 1q8p pue asuadxa ‘snusAsl Jo suopiuyep e Buisn paledesd useq sey 8jqe) SIL

%681 %66 - %881 %191 %181 %l %l %LLL %011 %9ZL onjes abesanod 99JAI8s 3930

2Sv'Ze LEE'E2 JSLLE S00'0¥ 66E'LY £EL'ES 1719 ¥59'/9 865 7. £v9'LL a51AI95 J0ep Jou 8jebalbby
(6z0'2)) (@vz'22)  (zse'sz)  (168'2E) (o6v'0€) (ov6'92) (c09'02) (852'54) (ov1L'vL) (ogs'ol) ssuadxe Jsalsjul pazijeldes 5597
z15'ee £ote'vh 056'05 0zZ'L9 16199 0L£'69 56£'TL 291'99 8p5'0.L 816'99 asuadxs 1saeiuy
608'S otz'e 655'6 9.8'LL z60'cl £0E'6L 589'sl 0sz'LL 061'8L §sz'lz 1gep wue}-Buol Jo SBRLMEBW JUBLIND

:891A195 }q8p 2)ebalbby

EVScy  ZBE'SY 0£9'85 Sy v9 £21'68 S9Z'LL 682'88 6.t'6L 788'L8 ¥60'86 sanuaAdy 19N

Zye'sy 100'6S 66.'L6 12108 SP0'28 10E°15 6Y5'€S 9¥0'L9 B.V'€9 SEE'0L sasuadxs bunesado [BjoL
wev'sz) (zze'ey)  (819'7Z)  (L00'+D) (¥gL's2) (128'c2) (982'52) (£8£'52) (51252 (015'92) sys09 109foud pezife)ided 5597
geg'l.  €zT8'vL JAR 272 peL'vL 628'LL Z.6'v. se8'8. ceb'oe ¥61'68 5v8'96 51500 SAIRLSILILPE PUB SOIMSS

:sosuadxa Buyessdo

588'/8 ¢6€°10L  62¥'0LL  0LLGLE TZ8'/EL 995'8Z} 8¢8'Lyl SZ§'ovl £9€'6hL 627’89} S3NUdA3I [BIOL
(g61'2) (s29'6) (ovi'ol)  (82¥'9) (£80'S) (toz'st) (s¥z'9) (¥65'1) (A7R) (061'1) slIoDUI JUBLASAU paZiENdes $587
6Gv'8 spLLL €9E'Y 019t 1L£'6 916'ez €05l 8G6'S 118 580'9 SOOI JUBULSBAU
£6l'l 6€5'L 865'Z) 0zZ0'vk 062'.2 $90'ZL Lel'ol 96.'8 1£2'8 L5z’ SJUBISSBSSY
¥81'S 595’9 £10'9 £LLS 969's oLz'L 282’6 FANA 996'S y6E'Y swooul Bugessdo JBUIO
ceg's, & zol'se ¢ Lb9'L8 ¢ §5C06 ¢ 9ovses ¢ 1/c'c0L & 1OG'ELL ¢ e¥9'ZeL  $ 06¥'9ZL & 688'05L $ sobieyo soIneg

1sonudAsy

6661 0002 10027 2002 €002 002 $00Z 9002 1002 8002

{spuesnou ut g)
0€ INNP G2ANT SHV3A
JOVHIAOD FOINYIS 1830 40 SIINATHOS IAILYHVYINOD
101415810 YIAMIS NVLITOJOHLIW
MAIONLNIN "ALNNOD NOSYZIA3T ANV 3THASINON



514

0£9'S60°'L & OE6'POF'L § ZviOEvL § 1121221 & o98L'zil'L § 29TLig’L § 525 L/8'1 § £68€56) $ 95.'016'1L $ €9€00C $ S}asSY |Bejol
£97'y96 S06'60L') 816'L/2'L ¥98'9ey L 8L6'2es’ L 666'619'L 956'y69'L pZLeEL 955'vaL'L 0p5'208't SonijIoe JeylQ pue sault ‘jueid 18N
121'8%C 905'LLE yge'eey 0/8'LLY SE0'G0Y £28'eTy 50.'26C 192'11e 0Zv'e6l 569'9¢1 ssaJsboud ul uopINIISuU0D
9eL' VLl B6E'TEL v61'8€8 ¥62'620'L £98'/2Z1'L 9/1'861'L \GZ'L6E'L £96'126'L R 5y8'G99'L
isv'ole) (6¥2 vee) {s1019¢) (AR {1z 888) (zol oY) (veo'LLy) [CNEL)] (ev9'8.8) (666'c£9) uoneioeidap pajgnunddy (S8
181520t 8v9'000'L oLz's6l’L g6%'L6E L 019'9Z5'L 8££'2e9'} G/8'718'L 29.'690°C 6LL'6Y4'T ¥¥8'662'C syoefoid pajejduwiol
:s8)ij10B4 J9Y30O puE saulT Jueld
- - - - - - - - - - uejq uonesusdwon paiissg
509'L Siy'LL £2.'9¢ 8EG'LE 1ZE'0E $96'L2 ZL.'82 8L.'L2 67.'8C y££'92 3]qeAIe09Y SJUBLISSASSY lIg)-buoT
v11'€6 0,0'65¢ 156'26 062'692 oy 89t $50'681 15€£'66 yi8'vEL PEB9L 588'LEL s}ossy PajoLlsay [ejo L
- - - - - - - - - - S8|qBAIS09Y SNOBUE||BoSIN
11622 z.18'vC LSV'S2 oov'es 0zZ'LS [41%°72 PE6'EE 0s8'vel Lo8'eL 989'92 sjueunsau}
£92'0L 861'0€C 005'L9 068'9Le 9ZT' LIt Zve'otl £21'G9 144 gel'e 862601 sjus|eAinbe Ysed pue ysep
:5]19SSY PoIoISay
98¢°0¢ 09522 ¥5'6E 6L0'82 56¥'0F S¥Z'et P0G'ES 11V LS L15'9% 05 'op s}essy jualing |ejol
90¢ 88¢C $51 y6¢ 199 961 €08 6se't 18t gee'l S}0SSE JUBLIND JaYjo pue sasuedxe piedeld
2ee' TLET 0£S'C 98’z 9.9'c §89'C 060'c y.8'C 160°€ 0z0'e SalIojuUBAU]
AL £S5 - - - - - - 3|0EAIB0B) SSO| pRINSLY o A1BA0dsY
5.0'8 0Lo'LL gez'el £ee'zL $06'Z1 oel'yl gLL'El Lov'LL 86€'G1 zel'ol 8{(BAI8dal SJUNOJOY
££2 (4> JARA 900’ VAN 98 €9L'L Spo'gl §E6'YT £v8'vi sjualsanu]
G69'8L $ GlS'L $ sov'ee 026'LL $ z.LO'SH $ z.l5'0C $ zeL'se $ 86L'LL $ CL6'L $ pzs'ol $ sjusjeAINbe ysed pue ysed
1S}9SSY JuUBLIND
sjassy
6661 0002 1002 2002 €002 002 5002 9002 1002 8002
(spuesnou; ut)
0e 3ANNP

$138SY — S13SSVY L3N SO ININILVLS IAILVEVINCD
10141SIA ¥IMIS NYLIOJOYLIN
JOIONLNIY ‘ALNNOD NOSHIA43r ANV ITHASINGT



09

¢ GSYD UM sduRpIOIDR UL pojuasaid aie sjusuIaels LO0Z - 100Z Ad @I0N

DEoG60 L $ 0SB YOV $ - - $ - $ - $ - $ - $ - $ - $ Kyunb3 pue sappqel 1e10L
LLy'BYY AL - - - - - - - - Ainb3 ejol
gzL'shl 6.}°121 - - - - ~ - - - shuiies paurejay [ejol
5€£2'201 050'601 - - - - - - - - paniasalun
168'Z) 62L'Ch - - - - - - - - 1Salojuf pue jedisund puog jo JuawiAed Joj paaldsay
:sBuiwiey pauielsy
GPEVEE ¥66 SYE - - - - - - - - feyden paingiuod
Aanb3
ZyLOEY ) VL VALY 981'ZLLY 2971 48'} 675 LIEY TGR'ESH'Y 9GLQVSY €8¢ L0082 sjessy JoN pue saiijiqel] B30l
£61°98% 785'Z2€S 205 6yS £08'195 SLT'8LS £oV'695 PLE1GS 6167055 53955y JeN [elol
559'97 PEV'OV 69L°6Y S6Y'ES 828'99 £95°0L GE0'S9 161'9 pajouIsaIUN
018'01 Z8V'SE 788'8) 088'L} £eb'y 1768 $e0'L 8TTTh ys918)u 7 |ednund puod jo JuswAed Joy paousay
889'8ZY 996'06 6y8'9LY 6t 06y pIE'L6Y £/6'68b S0E'6LY ¥60'28Y 198p pajelsl 0 19U ‘SOIIo.) 19Yj0 B sl queid ug paissaul
:51955Y 19N
651'9¥9 1GL'LEB 686 76 6Z1'6E2 ) y89'92¢1 667 60E'L ¥G2'662 L 06E ¥8E'} Z8E'G9E Y yy8 oSyl sajyjiqel gL
- - - - - - - - - - nonesuadulod paiiajag
£6£°019 628706 ZEL'E06 1ee'zel’ 8502211 £ZLTHC} 1517082} £66'2E€'} 06¥'GLE L $86'90%'} 1qeQ uua-buot [ej0L
- - B5LL 8EE'L 118’9 G6Y'9 1846 186'8 b oTA] 661'LL 1gop uusl-buo J8UIO
€Ge'019 BEE'V06 £16°668 £66'v8L'L LWL'oLE'L 8z2'9se't 996'0¥2'} 900'vZEH 982’ L0E'} 68L'B8EL sjqeAed spuog
a1geq uusl-buol
1ze'sl ££9'GZ GP62E 678'8¢ AN 4 $90°2€ 91E'LE 81187 £62'EE 201'6E [519ssY pajoiissy wol alqeAeg) sefiijiger] 3ualng [ej01
- . - - - - - - - - 1q0p wiis}-Buo) JALO J0 SORUMEL UALND
606'S (1R AC] 655'6 91911 60°ed €0E'GL G89'Gl 0se'L) 061'81 65212 sjqeAed spuog JO SafUNBW JUSLNY
£18'y 8L¥'8 ph¥'8 726'01 ySY'6 916'6 89.'6 gsv’ol $28'0} 1658 15818JU] PANISIY
Shy'L Sy6'0} fAZiz 4" [Hora=14 88G' L} org'Ll €98'G 20t 6€Ty 0sZ's sasuadxa parusoe pue sjqeed sjNodY
:{syossy pejouisay woi aiqeied) seniiger] waung
6.6 L1 G8Z'L ZI6'L 696°L 676 119'6 18L LY [EN44 6€9'91 8GL'p1 {s1assy jualiny wol 3iqehed) sohyiqel’ Juaung [B10L
7568 - - " - = p B - - ajqeAed ueld sAuadUl JuBLBINSY Apeg
1816 $ ¢87'L $ Z6L 696°L ¢ 26V'6 $ 1.9 $ i8L'LL $ sl9Ce $ 6E9'9L $ 8GL'vL $ sasusdxa panoe pue sjqeed sunoddy
:[$195SY JUBLIND WL ajgeAeg) SenigeI] IuBLND
:sanigel]
sjessy JoN pue seniiqer
6661 0002 1002 2002 £002 002 5002 9002 L00Z 8002
{spuesnoy; u)
0 INNF

$133SSV L3N aNV S3LLI8YIT— S13SSY L3N S0 INFWIIVLS IALLYEVINOD

1DMLSIA HIM3S NyLNOdOdLIIN
SOIONLNI ALNNOD NOSH3A430 ONY 3THASINOT



2]

€ GSYO UM SIURPIOIDE UL pajuasald ale sjuewslels 8002 - LO0T Ad :3]0N
Vivevy § elbiov 8 - $ - $ - $ - - $ - $ - [ Aunba Buipul
SO¥' LSy [WEA:i44 - - - - - - - - Fanbs buiuuibeg
(ve6't) Z0L'LL - - - - - - - < {5500 swiodou 38N
€Gl'o8y 285'2¢S 20665 €0R'195 5/2'8.S €o¥'695 y1€'188 615°0SS seak Jo pus 's}asse I8N
cLl' Loy €51'98Y T8G'CES Z05'5¥S £08'195 5/2'8.5 £97'69% y.E'L5S teak jo Buuuifoq 's19SSE 19N
086’81 T4 14 0ze'y 108’94 Ziy'9L (z18'8) (680'81) (558) sjasse jou W {oseaioop) esealdU]
68 189'EE 290'Y zLe'LL 88¢'sl (kA4 12 522'6 110’ 1930 1Y
598'12 98.'v2 620'02 10.'6 8iy'Ty z98'y ye9'L ¥94 sjuouissesse soumo Aedold
SUOHRNAQIIUND
(v26'T) (geo'zh) (1zz'tb) (zLo'ty) yee1 L) {g68'82) (ay6've) (oga’el) suoRngIuod 210539 SSOI 1PN
{(yze'0L) 8c2'S (-5 A (a¥L'c2) (£10'08) (082'2€) (£€5'28) (oyv'op) (8e2°1L9) (e6t'LS) jou - [SoSUBMX3) GNUBARL Bugessdo-uou (e30L
oLy’ vl 9£2'0z - - - - - - - - {eydes panquIod
(wiL'oL) - - - - - - - - - sosuadxa UBjd SAIUSIU] JUDWDNBI fpel
(eys'ol) ((x49A%] (865'12) (oee's2) (20€'vE) (567'8€) (z61'sY) (y0¥'08) {8ov'98) (g8£'98) asuadxa jsa1si]
Tt geL'e yAYA4 Z8l's 062’ SLL'G 857’8 $98'c 09V 568'% auwioou] JUBWISAAU]
‘{esusdxs) anusAdl Buneiedo-UON
066'8 yov'eL Al 0LLLE 96.'8} 89L'le 6£1'9¢C SpS' LY 06491 £9v'se suonesado woly (sSof) swodu]
6862 192'6L AN 858°V8 oty L8 61068 01296 022Ci} 959'G4L 0z8'szh Sosuedxe bueado {104
167'0E 992'vZ avy'Le LEL'YE 101'6E 812'/¢ Lsi'ey yLL'LS 201'28 58Y'SS uonezlowe pue uojepaided
ev'oz)  (zee’si) (819'22) (£00'v2) (+82'52) (129'€2) (982'52) (/8¢'52) (829'92) (015'92) 1500 Jo AiaroosijuchezieRded
9e8'LL cz8'vl JAR A 74 YeL'VL 628'LL ZI8'vL see'8l £ep'o8 151'08 5¥8'98 51560 SARLSIUILPE PUB SOIISS
:sasuadxe Bupessdp
528 78 LeL'16 $59'¢6 896'G6 ZvZ 901 78L°0k &v8'eCt 59/'621 gvy'ZEl £82'191 anusnal buneaado [ejol
¥61'S 695'9 £10'9 LS 969’8 alz'L 88Z'6 A4 A 958G 1184 swoout Bugeiedo BUO
8zE'LL gzs'8l cLv'sl 66£'02 g9/.'le 8E9'ET 806'GC 9¢£.'82 968'62 204°1E sabieyo S0IAISS JBIBMUWIOIS
908’28 ¢ L€9'88 ¢ 872’89 ¢ 968'69 $ gLl ¢ ££6'6L £59'48 4 L06'e6 ¢ y65'96 ¢ 78L'sTh sobiByD 30INIBS 1DIBMBISEM
. :anuaaal bupessdo
6661 0002 1002 2002 £002 002 5002 9002 1002 3002
(spuesnoyl i}
og ANNF AIANT SHYEA
<136SY LAN Ni STONVHD ONY SISNIJXT 'SANNIAZY 50 SINTNILVLS SALYHYLNOD
1D1LSIA ¥3MAS NYLOdOHEN
AONLNIN ALNNOD NOSYIHASM aNY 3TUIASINOT



4]

“sapunoe Buiesado Aq papinald yses 1au 0} awoedul Bugerado JO UDKEDUNIRI B 10} UOIIDAS [EIDUEUY SU} Uf JUBWAIEIS MOYj USED U4} 385 SSEAJ POUIAW 0NP sty Burngn pasedald 912 SJUSWAIELS GO0Z Ad - 100Z Ad 91N

9oL98 © ©l/l6Z & 80606 ¢ 018872 § 862CEl $ VISiEL  $ GSVVE 8 9LLE $ Syo's ¢ €286l $ 1A J0 pud ‘sjudjeAinba yses pue ysey
L1918} 85.'88 €1LiEe 806'06 018'822 862'2E1 ylG'LEL SG1'V6 g/l'e Sv0'S 183K jo Bujuuibag 'sjus[EAINDS YseDd pue Ysen
(658'26) 656’8Vl (cog'opl) 206'/€1 (215'96) (r8l) (5] (6.6'06) 0/8'} 81L°0V1 SJUSIEAINDS 1SS puUE LSED Ul [95Ba199p) 95823U) 19N
6£Z61 989'9} BY9'ZE {958'p) SZv'0L sey'l g1Z'ce ger'zil) 05L2L SZy'eL SalIAoE DURSaAU] Woly papjaoad (Ul pasn) Used 3aN
926'6 sjuswaaibe dems JO UopeullLIa] U0 uieb pazipoweun
eLT'ob 1ov'ol gig'yt 88E'} L £29'6 765'62 [iei i 43 166'S oL 108t SJUBUSSALI LD PAAS0a) 1SaIalU]
$8€'6E 1186V £60'69 091'8% Z65'€9 §59'62¢ 0L0'0L} We'LLL 806'LE} $80'0Z1 SoRUNDSS JUBUISIAUL J0 SSHUNJEW PUE S[BS WOY SPAA0I
(evz'ze)  (oZB'sY) (816'59) (086'LL) (y98'61) (z81'0.€) (688'001) (g66'c0E) (oog'2L) (z6€'29) SBUNDaSs JUBLLISBAUL J0 3SBYDING
6G.'L (1z$) (1zy) [t447] (12y) - - - Juewwsalbe dems JO UCIEUIULIS] U PaAdal Isalaly]
L8l P19 168'01 1BB'E} G6¥' LT Z8L'C) L0£°01 129'8 - - syuswied jedipund JUaWSSSSY
:sapiAnoe BuisaAul Wody SMOl YseD
(168°061) __ ¥8E'601 (/gz'022) ¥£9'96 (€05' 1 21) 1509) [ 98 Ly} (¥0g'SEY) 1656'8Y) SaniAnoe buisUEuy pajejas pue [ejided wiol papiaold (ul pasn) yses 38N
180'9 88 [%14 - - - - - - - s50| paJnsul Jo AIBA0oaY
(gs2) {162) Apadoid Bupesado-uou jo uonsinboy
{ce) ocy sigefed sbeweisy
(sog'gil)  (eos'os)) (L58'691) (656'494) (180'221) {gog'azt) (002'601) (5£0'L0) (699'69) (8y5'c8) 5]05SE Je)idED JO UOJINASUOD PUB UOHISINDOY
(syz'oe)  (sov'ov) (ggs’0g) (gov'oe} (866°1€) (819'92) (152'92) (rLp'so) (0s1'04) (5t1'69) spuog anuaaas uo pied 1saseiu)
(y59's) (6068'S) o12'9) (£o8'g) (902'61) (zoL't) (0zo'v1) {gig'at) {0sZ'LY) lo5¢'v8) spuog anuana; uo pied [ediould
v08'C sBupunyal uo $SO] paziHoweun
o\.m,w mcvé SJUBLLISSaSSE - 3LooUt 15319
- - - - - - - - (5p9) eQLT SJQEAIBDDI SJUBLUSSSSY
(osz'sst) - (009's9) - - - spuoq wusi-Buoy jo Supunjay
69.L°¢ 282'9 €1eT $98 8v6 Le0'Y BEB'T 09%'L 10891 PLL'GL s1adojanap pue sieumo Auadod 'sjuswiano Aq paInguiuod fenden
- - - - - - - - - - 1qap uue-Buo} Jsyjo pue spuoq Jo goueseae(
- 000°00€ - 000'00€ 000'61 00000} ovL'v9 000'00L - gzZ1'991 Jgep una)-Huo] JO BOUENSSH L0 SPISd0Ld
:sapialloR Bulouew) pajeal pue jenden woy smol yseg
@zl'h {26e's) - - - - - - - b US| SARUSOU! JUSWaINAT Alres
:saniAnoR Bujoueuy jelided-Liou Wol SMoY yseo
A4 1LT1E £68'0V (A4 995" G62'85 8Ly'LL D.E£°69 ¥29'v9 ZIE'8 SomAnoe Gunelada Aq papiacad Uses 19N
ey (zos't) sjqeAed sjunodoe Ul {aseai0ap) aseasoul
[4A4 8} sasuadxs predaid ul (asgaioul) asealnsg
198 ve) SouDJUBAUI LI (a5BBIOUY) 95BRI080
6EL (ses'e) ajqeAladsl sjunodde Ul {asealoul) 9588108
:saQIgel| pue sjasse Bupelado i abuey)d
L6Y'0E 99Z'v2 uoheaidag
066’8 S vov'Clh $ suonesado Wwolj (ssof)/aluooy)
(961'18) (o¥8'0s) (500'18) eya'Lg) (1s8'P) (8¥5'95) (9£5'69) (Lzzed) seafojdws pue sisiddns o) pied ysed
620'26 0.6'96 LL8'50L 8£6'601 692'c2L 816'6Z1 08L'vel 6E5'65 1 SIDWOISND 1O PBNRd3L UYse]

:saiApoe Bupeiado w0l SMO]) USED

6661 0002 1002 2002 €002 00T 5002 9002 2002 8002

{spuesnou; u)
0€ ANNr 3ANIT SHVIA
SMOTd HSYD 40 SINIWALVLS FALLVAVANOD
1ORILSIO YIMIS NYLNOd0U AN
AVONLNIY 'ALNNOD NOSHIHA3M ONV FTUASINOT



8]

628 v8 $ LEL LB ¢ pG9'E6 896'G6 s ¢v2'90L  § JaLoLL ¢ 6veect g go/'ezL § ovv'zel 8 cgz'l9L  § anuanel buneiado [e10l
y61'G 695'9 €109 €1L's 9699 912’2 882’6 zzh'L 956'G 6E'Y awooul Bupesado i3ylo jejol
- - - - - - - - - - spuog Jomes MO
19 A4 512 QS o€ 88 LS 88 85 84 SNOSUE||80sIM J2IEMULIOIS
[A%e] 196 66 yve'l ppe’l 290t el £69°L 0zz'e 909't SNoBUE|EOSILL JOJBMBISEM
€€ £z (]2 85 V 8L oy XA S L€ sableyp fyoeded SAI9SSY
908 yze 9.2 pSe i 74 10€ g} 18€ (W] - s99} s3N0R) feuoibay
G68 6¢8 226 gsY'L G.9 109 Ly (6744 ovt CLY $99) LOIDBULOD
190'¢ ciE'Y ¥GL'E 6¥5'C [AX A4 9i1'S 576'9 ZLL'Y ge8'e 12687 sabieyd Ryoeded
:awoow Bunesado 18410
GEQ 6L Z91'68 1v9'.8 662'06 95 66 115°¢0} 19G°€h! £p9Zel 067'9Z1 688'051 Sebley 801AJ9S [B10L
62E'LL Gzs'sl cLy 6l 66€°0C 89.'12 /£9'€C 806'6Z 9£/.'82 968'6C 10L°1E sobieyd 9JIAI8S 157eMuLI0)S [BIOL
(zZet) (gse) usWLIBA0S) OB o1 efieuiel( 8914
osy'h 8¥g'L o6t'L 005'4 84G'L 6.9'1 084t gyg'L 0e6'tL 886'} feusnpul
g/8'8 6.5'6 25001 G9.L'0b £eG 1 SeL'TY yeg'el €89'GL LrL'al 9/2'L} {8ioIaWWod
£.6'9 965'L $99'L yEL'8 1598 £Te's #0E'0} S0Z'LH 219'01 8612k |enuepisay
:sobJBYyD BDIAISS JOIBMULIOIS
90£'29 1£9'99 922'89 958'69 8L LL y£6'6.L £69'/8 L06'E6 ¥65'96 78.'6C} Sobieyo ADIAIDS 19]EMBISEM {ejoL
(090°L) (2e8'H) JUBLILIBADS) ONBIN O} JOMSS 9914
(WA} zey) SeY'L 8ES'L 165} 186Gt 118 yav'l £66'L 278€C jou - BUWO
€LE L - - - - - - - - siadwnp Aing
€97’} Sye'vl SE6'vL Z66'CL ogse'slh Z8L'Gl [ WAL 8.Z'L) LEV'8L pzeLT feuysnpui
Gg8'8l [AR AN BEE'0T 0zz'ie 1/0'€Z 19L'€2 y.2'6C 61922 768'8T GE6'8E [BIOJBLILLOD
yogiz $ S8LLE $ BOV'IE 901'ce ¢ 0gL'lE $ PBE'BE $ OCE'ty $ OGS'LY ¢ gee'sy ¢ 8619 $ [enuapisey
-saBleyd aoIAIas JBIEMBISEAL
-gabieyd 82IAISS
6661 0002 1002 2002 €002 002 6002 9002 1002 8002
{spuesnoui ug}
0c ANNF GIAN3 SHVIA
JNNIATY ONLLYHZAO0 40 STEVANNS SALLYHYDNCD
19141S10 H3IM3S NVYLIT0d0d N
JOONLINTS ALNNOS NOSHRAAAr ANV JTUASINGT



12}

Zreoh & l00Ss B 66415 § /z/05 § Sv0es 8 0516 § 6vees $ ov0'l9 ¢ 6/v'es 0§ see'ol 8 S1S09 OAlJRIISIUILUPE pUE 3D1A19S JaN

w6¥'9z)  (cee'sl) (Ls¥'e2) (582'%2) (y8.'52) (129'¢2) (982's2) (18€'s2) (829'92) (21112 3509 o A13noday
- salaA0Ds) 1500 Buipoo) YINT A
(152} (zzs) (1e8) (8,4} (zey) (€18) (198) (Le8) (£96) (zoz't) SSLISADD8 SNUBNSY
{evs'sz) (000’81} (0z9'22) (£00'¥2) (zog's2) (851'c2) (6172} (05¥'v2) (512's2) (015'92) 1500 Yo8loid pezjjelded

3509 jo A1dA0I8Y 18S87]

988} £T8'vL 0S2'SL ZLS'SL 628'LL Z16'vL Ge8'gl ££v'98 /51'08 101'86 S1S05 oANRI]SIUIWPE PUE BIIAISS SS0I9
- - - - - - - - - - SAOUBRIQLUNOUS 10} ucwEww:_v,q
$.8'} $80'¢ goL'e 180' 986'¢ ISL'T 0s9'e 190'¢ Ly6'E 0082 18Y10 Iy
yzy'L §95'} 785'1 8EP'T YL 65¢'L LSl $56't Ziv'L 199°'L [esodsip spijosoig
090°C £0¥'Z §z8'C 9eg'e 10L'e 828'c 660'1 880G 528’y 8yl's jony pue s{ediwayd
966'C 8.8'¢ 829'¢ yoL'e zi8'z 602°C Lig'e 898'¢ 688'7 sle's suofoajod pue Bulig
Lil'e rAkA4 950't 099t 719G 9.6'y v.8's z9l'L se0'8 9z6'8 siiedal pue sdUBUBIUEN
Lee'e sel'y A £vS'y 1zg'e 088°T 869'C £96'7 16L°T 9zi'e S8DIAIBS [BUOISSBJ0Id
69%'9 0el'e 00’8 £Y0'L BlY'L 1821 529'9 SvL'L 1618 1048 salddns pue sigusiey
15¥'9 JAL A ¥86'L 6.6'9 196'L 0/8'8 6110} 816'Z1 9/6'04 686'C} SN
008ty § 6VOOP & SeL'BE  § 8s0oy  § LveOoy 8 soz'oy & eyelor  § /82Ty § B0 S LEVEY  § Joge]

:1§]S09 BAIJRASIUILIPE PUR 8DIAISS

6661 0002 1002 2002 €002 00T 5002 9002 1002 8002

LOR41S1A HIMIS NVLITOdOHLIN

(spuesnou) uf)
O£ INNT Q3ANT SYVIA
S1S0D IAILVHLSININGY ANV JDIAHTS 40 SIRVWNNS IALLVHYdNOD

JOONLNTY ‘ALNNOD NOSYAAS3T ANV FTUASINOT



1]

JoGoos ¢ E9Vv9s $ G0B'60LL  $ B8IGLLZY 7080ty $ BL6ZESL ¢ 6666191 $ 9S6'469°L S veleel L ¢ O065p9oll & OvG'Zog'l ¢ senyioed ssio pue saul ‘jueld I8N 18104
6.2 LSL 121'6vC 906'LLE PLEEEY 0511y GEO'G0Y £Zg'eey 5041682 L9L OZy'E6l 989'984 ssalboid ui vofoniisuo [BI0)
€8'62 S0V L€ - 0L0'L 86€ Zov'e 'z 6v8 196°LY 97’ Jayjo pue Jswdinba "Asuiyoe
s 990°tL obL - - - - - - - sonioR) SoURUBIUIEIN
6ZL'Te ceL'ey YLE°0S 868’6V 9£8'8y 088'1E LEE'LT 000'0} $90°01 60Z'¢ 108} SANRJSILILPY
$9E'9 29E'LL Sp9'0l 051’6 £82'8 195°8 EEE'S 055'2 £E8'Z LLi'e suogess yy pue Buidwing
6Y2'82 061°8¢ £28'8E 19861 v06'LL 088'vZ Pis1akA Zi8'9l JAYN:TA %% 44 sanioe) sbeuieip J8leMuLolS
SS.'Y9 68L'¥0L 961'gv1 189'tElL 86v'0FL 610°e51 06419 96’61 ZETET yL8'CL SORHIoR] JUBUNESI J2IBMBISEM
$6L10L L06'0pL 9p5'/81 0L8'661 9l1'68L 120'202 Y69'6LL 985'191 clo'es 195°L6 sallf James
ssatBoid ut uolINNSUO]
Z282'804 9ELFLL BBE'ZEL 6188 $62'G20'1 £88'/z1 L 9/1'961'1 16Z'LBE' L £96'128'L g9EL' 118"} 99’6991 39U - s)o8foad pajajduiod [eloL
(626'662) (is¥'01€) (BYZ'yEE) (910'19¢) [(AEED) [ (291 9eh) (y29'Lib) (661 12S) (£v8'8.8) (666'¢€£9) UOIIEID8.03p PoR[NUINIOE 55577
L1Z'¥00'L /81°620'L  8¥9°990°} 012661} 867 L6E L 019'g28'L SEE'CET L 5/8'vi8'L 29.'670°C [ TINA £¥8'65Z ¢ s3o0f0ld pajalduog [BjoL
1958°LL 1Z9'6L Lee'vol L85°¢TL 9GG'€S L JAYA IR 166'8L1 GZL'961 29e'LiT 069022 .0'e€2 1500 BoUENSS| pUE JS3I93UI Pazifede)
¥96°02 605°LE 986'2E PrLOY £59'9% £0L'LY [jR:WA4 6¥L'95 €19'85 92529 2/8'SL oyjo pue Juswdinba ‘AsRUIOBN
169°C 68l'e oie'e 6SE'E 8v0'y 8¥0'Y 1704 G6e’L (TR gLEL £€8'L sap|ioe) SouBUBIUIRIN
££6'9Z 6.£'8L £/6'81 8.¢'02 £98'0C 66822 $ZL'0E BEL'SY LYE'SY L¥E'sy 195'6y SBIIJIoE) SAIBNSIUILPY
929'62 £Y.'6Z YEB'BE SLE'ZE $51'6E 0z9'ty ZSL'9y 88E'LS L0¥'5S 11809 166'99 suoness yii pue Buidwng
LE2'90T Z8ECIT aZv'ie 925'9¢T $62'592 6€L'842 £12'882 2¢8Z'80E BED'LEE SYL'99¢ 669'06¢€ safor) abeueIp JolEMULIOIS
y0£'52T 992's0Z 21102 :18: 8454 6YSTYT €10'292 81'€LZ Lv2'68€ 1B6'8LY £8y'zTy $58'96Y safijive} Jusieal] JB)emaISeM
BBE'OZY ¢ B860'YPP $ EVLISY Z'ies 210819 $ 168'v69 $ 1p2'CoL $ BPEBL8 $ /25’618 $ 86.'€96 $ 668'220'L $ saul] Jamasg
syoafoid pesjdwon
8661 6661 0002 1002 2002 £002 7002 5002 9002 21002 8002
{spuesnoty ut)

0€ INNF A3ANI SUVIA

SILMNOVYA ¥IHLO ANV SINI 'INVId S0 STINAIHOS IAILYHYINOD

1ORIASIA HIMAS NYLTOdOU L3N

AMONINSY ‘ALNNOD NOSHILAAr ONV ITIASINGT



99

0ev'922 68¢ 86,81 £%2'202 £'6L) L'Zst SeLl wiaysAg juswijeal] jejol
siueld abesoed ying-/odojensp snolieA  SOLEL 1SOW 90e's - 102 S0L'S - £ L'C sjue|d Juswieal] jlews Gl
Jayy pues ‘Aetpe | 1002 89C'¥ - 66 0LL'y 8’6 (4 £'e o4 s,phold
1oy pues ‘Alelus ] ge6!t yx42 - /181 096'0 gL o 4 A 39810 1epsd
J8)y pues AieS ] 046} eVl o] iy £69'9 Q'8 vy 09 39813 olH
Aiepuodsg 9s61 109'L 143 G086 789'9 (VR4 284 oy umojuosiayer
Alepuodsg 986} L¥1'8G Ll 129584 010'G6S 00e 8'92 0'0¢ Aunod 1s9m
‘2.61 Ui peppe Alepuodeg 8661 $58'0¢CL £6¢ 8e8'cl £99'221 0°0ct 6°L0) 0'0ct uBWIO § SLION
$S8004d JUsuNEdl] mng {eloL Jeujsnpu]  [BI0JBWIWOD  [ERUSpISAY asw asw aow jueld
IBOA askeg I2WOISND Ayoeden moj Ayoeded
jenyuaaz  Aued By ubisaq

8002

ALIDYAVYD INVId INSWLYIHL 43 1IVMILSYM
1204181 ¥3IMIS NV LITOdOH 1IN
AMDNINTY *ALNNCO NOSHIA43M ANV ITTASINGT



[8jol SaIAIBS-{INg
sepinoid aied Y eeH

SUBINEIS3Y

$891A85 BJBT YliBsYy pue [e)dsoH
sjususaAul ‘@aueinsul ‘Bupueg
uoheasuupe sysusg

Buunyoenueww sjuids payasia

$B2IBS %} SIONPOId JualusAcidul BWOH
18pIACId SBIIAISS BBy pue jeidsoH
Buissaoosd yod pue Buuayybnejs Soy
S3OIAIB5 PUB SBJES 8dURINSU} UlesH
uogesnps Alepuodss pue Aeiiud

sapijior) aJed Yyeal pue [e)dsoH
SjUBJNEISRI 8IIAIBS-HIINY

uoleanpa AIEpUOdas pue Alellig

BUpjUBE [RIOISWICT PBYISIOAY

uoeanpa AIEpU0ISS pue ARt
uogesanps AIEpuooas pue Aewld
sjeogmo) B sabieq Jaal puUB|U - JaInjoRnuen
SUOHEDIUNUWILIOIBIB |

possi jusiuepsius pue fulles

Buguid jeivads ‘feuoissajosd ‘epell

B} "aled yijeay wuey-buo
18pIADId BDIAIES POO
JUSWILIBADY) [RIBPD4
9JED YJESY JOIdUON
$821AI8S |BI00S 'JBUOREDNPS ‘snoiBijay
uonnaUISIp BN

stuLaAob asodind [essuss)
sopioe) aJed Wiesy pue |eydsoH
uswitIarcd asodind jpiausn
Je00i6 218y

Buunpegnuew soueddy
JuswLIBA0E) Auno/AD
uoneanpa JaubiH

BULNOBINUEW S{2IUBA

sapjIor) aled WSy pue [eydsoH
sepiIoe} 8J80 Yijesy pue jendson
SOWH/EoURINSUI YEsY dnoiD
uofieanpa Aepuodes pue Aellig
uognguistp pue podsued obied Ay

SE5UISAG J6 BOAL

LzaoZn

0.(90.22(1.L’)(Dn.D.(DZO(DZZOELD.Q.D.G_D.(D(DD.(DCLOOQ-L\.n.ﬂ.CLD.

VA

00z Aenuer Ul pabia SJUSWILIBA0D AUNOD UCSIBYSN B JIASINOT JO A0 8ul.

01 ‘SHIASINGT 8U1 SSSUISNEG 190IN0S

uonezwebio [RsWIBAB=D  uopezuebio Jjosd-10j30u=N  uoyeziebio jyoid-ioj=d

zLi'sel L6L°0E} [ZEYF L98°CEL 509°0F1 L6 0FE

0EL’L se  oEll ot 00E'} ze  00bL'b ge izl et 18O %4
S00'L e zel'l s¢ 8511 ge  Zgt'l £ 001 6c  OLl't or
09’} 6E

Si0' 8e  8SE'L 74 L' 8z  880°F 6€  090'L oF Gt 8¢
€5’y £ Tl Le §8et €€ 8L £

sie't 2 geel 0g  §le o 0021 £ B0Z'L 8E

v8s't [T 1A% ve §.0' 6c  voC'l e LIE'L ve g8zl se
[sii 8 lz ozst ez 59Tt ¥E

Bl [T 1A LE ' VA1 67 80Vl [V R -1 £
1153 e LGl 39 151 8¢  05C% ve  ISTL & 0SEL ze
szLL R AN 4N 1 12 189'1 R A-71- 44 € 8evl 6z  LsE'l e
00Z'L e £t 1e 802"} Pe G 9E ooV (AR v P oe
oeL'k ge 8Ll ze g8L'L se  veZ'b se  Sov'L L sov'L 62
[ 8c 08Vl 8z

8EY'L gz esvl ¥Z 605°} ¥2 885t zz 009k €2 18P 1z
0zl zz  0egt zz S6Y'L 2 008t ¥z 005t Pr AN 9z
8eT'L oe  0sT og 0ZE't e Lot gz 8L 8z Bl§1 j:4
ale'L 6z el gz oot 0z ess't ¥Z

8001 W 095 sz s9t £2

s8E'L 7z sev'l sz ezr'L 9z et sz L9g'L ¥z 089'L zz
90T gL 896t - 8L6'L 0z ewe'h 6L 6881 8L 858t 1z
009'L ¥z  SBS'L 4 £e9't € oLt Lz 8Bt 1z 098t 0z
256°L 0z 1961 oz Zve'e 9L BYET 9L £e0'e £ 80T ]9
0.4z PARS 1% 4 sl S6L'2 8L €T gL BLZT I = A4 8l
9t z  ogl oz 8e9 Fr A A4 A

9002 6L GLL'Z 8l st 6L 9pET VARAN 44 9L pIeT ol
s8Y'C yL BOYZ 7l 089 SL LEPT L BPET L 188 St
818 ZL 78T zl 208'2 L P22 pL €59 L 189T Pi
6V6'C €L 908C €l [32:¥4 €L 928'T €L 28T vl €S8BT €l
022 Sl 80ET St 8LL'E L oRLe zZL  ees'e 2L 680E 49
8ZE'S 8 z58'y 6 256'Y oL ooly L ges'y (RO 14 4 43
SY0's oL 098V 8 228y [NRV% [ o'y oL el ot
008's 9 002's PA 0006 6 000's oL 000'S 8 000's 6
G66'S oL wpLS g €68'S S £66'S 9 869's 8 6695 8
£EL'S 5 £Y6'y ot 9€2's 8 £95'S 8 £9/'S i 988's 2
108’8 8 £0E's € z.6'8 € SvL'8 € 985'L g 6268’5 9
L0V'S L osv's 9 50t's z 106'S L 8229 9 £0Z'9 g
S.5'L ZL 0882 ¥ 5258 ¥ €81'L ¥ 069'2 ¥ 8.6'L 4
S8L'Y LE B8RV 11 058'G 9 85v'L g GLL'8 € 758’6 €
62l z  owret z GEZ'EL z Lez'el 4 £65'¢L z JAT:XSS z
y2r'oT 3 90Z'LL L £v5'LL L 86E'8L L $.9'0C 3 095'0Z L

3uey Suey uey EDEN ey ey
2002 £00Z $002 5002 8002 2002

IHOW WO STFAOTENG 000 20 SHBACTHNI

YNVIGNIAMONLNIN FTIASINOT HI1VIEO

00 JEPIBURS TV

$80IA8S SANUNDY) UBASS

95NOUPEOY SBXS 1

{eydsoH jeuoWs N HelD

dnosBmd

SdHS

o) ueuleJ-umolg

*au) 'S0 S2MOT

se0IABS UileaH 2 leydsoH [eLows pAojd
008 UMS

“oul ‘WwayuY

*d10D JooudS Ni Auncd pholdihuedly man
1BIUSY [BOPBIN SHBHY SUBRJISIBA 'S

*ou} {eUORBWAN] S,Uyof Bded

*d107) jooyaS NI ‘AunoD xie|d Jeeald

‘07 g 858D UsbIoNd

uoREsNPI JO PIEOE AM 'AUN0D Weyplo
S|DOYAS 21jaN Aunod Rng

{77 1B0GYBT) SBUIT RIRIBWLOD UBDLBWY
(unogyeg Apsuuod) 191V

{ssesea?n Apauuos) Nj wayinog souasiol
Aupdwiog Bunuld si8ysiand

("auj Joousp Apausio ) seauyeay PRIPUIR
(uoou ) ApBULIO}) “OU] SPURIE jWRA
snsua) 8y} J0 neang ‘SN

jeudsoy Ausssnun

SIN0T JO BS330IPYIY J[OYIRD UBLWIOY
801A18S [BISOd ‘SN

JusWILIBAOD) [BJBpad "SN

wajsAg aleoyyesy 1sudeq

Fpnjuay] O UIIBBMUBLILIOD
Auedwon sebory

Auedwo?) ouydely [RIRLSD
LIUBLULIBACS) 05BN AUNGD) UOSIBYSF-B{ANeT
BIASINGT JO AisIBAILN

AuediwioD OO RIOS

-guf aJeoueaH sABN IS ? [2)dSOH ysimer
(uljeaH JUellly ApsuLio)) D1BOUJ[RSH UCHON
“ou] ‘BUBWNH

S[OOYSS SNAng AN AunoD uosisyst

"ouj ‘82IAlSS 82JBd PANUN




8G

neaing snsusn ‘S’ % 020Z 8U0}SIBUI0D
.020Z-S661 :owoouj pue uoiejndod ‘sqof Jo S}Se08I0] 9[|IASINOT I8jealD), :92In0g

006'2SL'L  00Z'L80'L 865'GZ0'L  00L'0S6 008'cS6 006906 9||IASINOT J8)e3l0) [e}O |
00t ov 009'v€ 096'CZ 000°'LZ  00¥'0C 00Z'LL NI ‘Ayunod }oo2s
00.'9t 009°0% GZe've 000'0¢  00¥'ZZ  00S'0C NI ‘Ajunod uostiiey
006'69 006'¢cS 8/1'9v 009'cE  006'2Z  00.L'vL AM ‘Ayuno) weypjo
006'89 00t'L9 9¢Z'l9 008/t  00G'tyr  00S'9C AM ‘fyunod nljing
008'26 00.'Z8 €28'0. 009'%9  00¥'L9  009'SS NI ‘A3uno9 pAojd
009'901 000°001 2.v'96 006'/8  006'88 002'9. NI ‘Aiunod yieo
000'2E. 000'80. ¥09'€69 00Z'G99 00£'¥89 00Z'969 AM ‘fiuno) uosisyer [ejoigns
000'29% 000’8y clE'IEY 000°96E 008'G8E 00S'vee  (AID episino) AM ‘Ajunod uosiaysr
000'0.2 000'04¢ 1£2'952 00Z'692 00S'86C 00.'L9¢ a|liasino Jo Auo
0202 0102 0002 0661 0861 0l61
pajoafoid snsuan
0202-0/61
aN3YL NOILYINdOd

YNVIANIZAMONLNIM FTTASINOT Y3 LVIHEO



%8¢°L

%010
%ev'0
%Sv°0
%Lv¥0
%950
%950
%S8°0
%660
%l
%LE"L

ENDELEN
19)EMLLLIOIS
[e10] Jusdlad

%b9el

%890
%8L0
%86.°0
%260
%014
%LE}
%9%" |
%.LG°}
%S¢
%ll'C

EQVENERY
ID1IBMBISEAN
{210 jusdlad

69

*07 MOI [[OWIWERL | SB UMOUD| ALIBULIO) SBM POl [RIISNPUL LiT «
saibojouyoa ) USI0id SB UMoud AlsLLIo) Sem O 8BJ0S .

20, Ad 1suieBe sBuypg s1edwos ©) pasn Sem Jeak [eosy i) SNU) L0, Ad Ul swaisAs Buillig payoums S :8I0N

000'€li'6LS SNUBASY JSJEMULIOIS L0, Ad BI0L

856'civ'L

©

ivi'sl $
£05'28 $
069'98 $
€89°'16 $
0.5'804 $
9€5'601 $
S¥6'¥9l $
LBET6L $
P8Y'vEC $
600'592 $

pelid
18]BMULIOIS 10, Ad

{ejoL

"oUj ‘SLWR)SAS pieoqess
*d10D) UIBYINOS HJOHON
pieog Jied 31l AM

‘00 MOID jjBuwiel |
sumoq JIiyaainug
a|AsInoT o Ausianiun
Aueduio () J0JO{\ plo4
"onpg 0 "pg 0D uosidyer
20IMBG [90Jed PajuN
Ruoyiny uodity jeuoibey

SWEN JeWolsny

000'882'89% :SNUSADY JBJEMBISEA L0, Ad [BI0L

€L0'v0¢’6 $

89.v9¥
102°9€S
6L LYS
60,929
000°052
850'PE6
819'866
£62'890°1
LEV'GES')
000'8¥8°}

BB R R RS

paiiig
IsjemalseM L0, Ad

fel0L

211109|3 jelsus
seeH 3 Wyoy

BuisnoH "unyy sjiASINOT
‘onpg 10 "pg "0 uosiayer
pood Bldo

*07) 1010 P10

siAuIA AXO

Auedwod 3 UMs

odng 13

saibojouyoa | uRoid

SUWIEN J8WBIsN

%206

%0¥°0
%EY'0
%¥¥'0
%¥v'0
%ZS0
%190
%060
%160
%Ll
%09°¢

SAUBASY
181BMUWIOIS
[e101 Ju8dIag

%6€°21

%90
%040
%6L°0
%z}
%0¢°}
%TT’L
%ie}
%PeL
%8E}
%ZLl'e

BNUBASY
IB]BMB)SBM
{e10] WsdIad

000°201'LE$ enusAsy J8jemuliols 80, Ad [E10L

925'908' $

¥60'vZ1
z99'eet
evi'lel
186°L€1L
199'09}
€0€'80¢C
189'8/Z
9£6'28¢2
BEB'CES
122018

[ R e e el

palllg
IejeMULIOIS 80, Ad

[ejoL

BlIIASINGT JO AliSIBAIUN
duI08|3 B SED J|IASIN0T
*d107) UIBUINOS HIOLON
pleog Jied slejS AM
sumoq IIydinyg
«paNWIT [eLsnpul 117
Auedwos IOJON PIoH

‘onpI O "pg 07 uosiayer

@oInIBg [e0ied PBaIUN
Auoyiny uoduty feuoibay

(=]
~—

NG D ONOD

SWEN JoW0IsNy

000'282'GZ1$ :onusAsy 18]BMBISEM 80, Ad [BIOL

825'685°S) $

0L€'8LL

809'9.8

856'766

G08'v0¥'L
L91°p08')
06L'9e5°L
169'5v9'L
¥.€'889'}
PEBTEL'L
L/8'9zZv'e

- A e

[¢F]
181EM3JSEM 80, Ad

SHANOLSND YILYMINHOLS ANV HILYMILSVM 01 dOL
AMONLINTY 'ALNNOD NOSHIAIIr ANV ITHASINOT

feiol

Yy BulsnoH o0lB NoT
seeH B wWyoy

sauajjisiq HiiH usheaH
onp3 jo "pg "0 uosiaysr
dJ0g UBWLIOL UmoIg
wodng '3

Aueduion ¥ YIMg

siAuIn AXO

spoo4 eldo

377 9BI0S

EEINBE )

juey

~Notwo~onl

B4
[
©

o



	Financial Reporting
	Organizational Chart
	List of Board Members and Principal Officials
	Comparative Statement of Net Assets
	Changes in Net Assets

	Schedules of Debt Service Coverage
	and Changes in Net Assets
	Ten Years Comparative Statements of Cash Flow
	Ten Years Comparative Summaries of Operating Revenue
	Administrative Costs

