






 

 
 
 

 
CITY OF VERSAILLES, KENTUCKY 
REPORT ON INTERNAL CONTROL OVER FINANCIAL  
REPORTING AND ON COMPLIANCE AND OTHER MATTERS  
BASED ON AN AUDIT OF FINANCIAL STATEMENTS  
PERFORMED IN ACCORDANCE WITH  
GOVERNMENT AUDITING STANDARDS (continued) 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether City of Versailles, Kentucky's financial 
statements are free of material misstatement, we performed tests of its compliance with certain provisions 
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and 
material effect on the determination of financial statement amounts. However, providing an opinion on 
compliance with those provisions was not an objective of our audit, and accordingly, we do not express 
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that 
are required to be reported under Government Auditing Standards. 

We noted certain matters that we reported to management of City of Versailles, Kentucky, in a separate 
letter dated November 17, 2012. 

This report is intended solely for the information and use of management, City Council, others within the 
entity, and federal awarding agencies and pass-through entities and is not intended to be and should not 
be used by anyone other than these specified parties. 

Ray, Foley, Hensley & Company 
Ray, Foley, Hensley & Company, PLLC 
November 17, 2012 
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CITY OF VERSAILLES, KENTUCKY 
INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE  
WITH REQUIREMENTS THAT COULD HAVE A  
DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM  
AND ON INTERNAL CONTROL OVER COMPLIANCE IN  
ACCORDANCE WITH OMB CIRCULAR A-133  (continued) 

 

A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency, 
or combination of deficiencies, in internal control over compliance, such that there is a reasonable 
possibility that material noncompliance with a type of compliance requirement of a federal program will 
not be prevented, or detected and corrected, on a timely basis. 

Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be deficiencies, significant deficiencies, or material weaknesses. We did not 
identify any deficiencies in internal control over compliance that we consider to be material weaknesses, 
as defined above. 

This report is intended solely for the information and use of management, City Council, others within the 
entity, federal awarding agencies, and pass-through entities and is not intended to be and should not be 
used by anyone other than these specified parties. 

Ray, Foley, Hensley & Company 
Ray, Foley, Hensley & Company, PLLC 
November 17, 2012 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

-51- 



CITY OF VERSAILLES, KENTUCKY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

June 30, 2012
_____

Federal Pass Through
CFDA Contract Federal

Federal Grantor Program Title Number Number Expenditures

U. S. Department of Agriculture
  Emergency Watershed Protection Program 10.923 68-5C16-11-015 780,104$         *

Department of Transportation
  State and Community Highway Safety Cluster (Note 2) 20.600 PT-11-46 and OP-12-37 24,747             

Department of Homeland Security
  Hazard Mitigation Grant (Note 1) 97.039 DR-1757-0004 64,970             

U.S. Department of Justice
  Equitable Sharing Program 16.922 n/a 68,797             
     Total Department of Homeland Security

Total Federal Financial Assistance 938,618$         

*Denotes Major Program

Notes:
  (1) Pass Through Grantor - Commonwealth of Kentucky, Kentucky Division of Emergency Management
  (2) Pass Through Grantor - Commonwealth of Kentucky, Transportation Cabinet, Office of Highway Safety

Basis of Presentation
   The accompanying schedule of expenditures of federal awards includes the federal grant activity of the
   City of Versailles and is presented on the accrual basis of accounting.  The information
   in this schedule is presented in accordance with the requirements of OMB Circular A-133,
   Audits of States, Local Governments, and Non-Profit Organizations.  Therefore, some amounts 
   presented in, or used in the preparation of, the basic financial statements may differ from these numbers.
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CITY OF VERSAILLES, KENTUCKY 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

for the year ended June 30, 2012 
_____ 

 
 
I.  SUMMARY OF AUDITORS’ RESULTS 

 
Financial Statements: 
Type of auditor’s report issued: Unqualified 
 
Internal control over financial reporting:  
    Material weaknesses identified      Yes  X No 
    Significant deficiencies identified that are not 
        considered to be material weaknesses     Yes                           X No 
    
Non-compliance material to financial statements noted     Yes   X No 
 
Federal Awards: 
Internal control over major programs: 
    Material weaknesses identified     Yes X No 
    Significant deficiencies identified that are not 
        considered to be material weaknesses    Yes X None Reported 
 
Type of auditor’s report issued on compliance for major programs: 
      Unqualified for all major programs. 
 
Any audit findings disclosed that are required to be reported in 
      accordance with Section 510(a) of Circular A-133?    Yes X No 
 
Major Programs:  
 CFDA Number  Name of Federal Program or Cluster 
10.923  Emergency Watershed Protection Program 
 
Dollar threshold used to distinguish between type A 
 and type B programs:  $   300,000 
 
Auditee qualified as a low-risk auditee?     Yes  X  No 

 
II. FINDINGS RELATED TO FINANCIAL STATEMENTS 

NONE 
 
III. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS 

NONE 
 

IV. PRIOR AUDIT FINDINGS 
    NONE 
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Continuing Disclosure Agreement 



CONTINUING DISCLOSURE AGREEMENT

This Continuing Disclosure Agreement ("Agreement") made and entered into as of the 28th day of January, 2014
by and between the City of Versailles, Kentucky ("City"), The Huntington National Bank, Cincinnati, Ohio ("Bank") and
the Registered and Beneficial Owners hereinafter identified as third party beneficiaries to this Agreement. For the
purposes of this Agreement "Beneficial Owner" means the person or entity treated as the owner of the Bonds for federal
income tax purposes and "Registered Owner" means the person or entity named on the registration books of the bond
registrar.

Although the City has remained current in the required financial disclosure filings with Bloomberg Municipal
Repository it failed to file the same information with EMMA in certain prior years; however, as of the date of this
Agreement the City is in full compliance with the required information due EMMA.

W I T N E S S E T H:

WHEREAS, the City pursuant to the provisions of Sections 58.010 through 58.150 of the Kentucky Revised
Statutes ("KRS") and the City's Bond Ordinance has authorized the issuance, sale and delivery of $5,710,000 of the City's
Water and Sewer Revenue Bonds, Series of 2014, dated January 28, 2014 ("Bonds"), which Bonds were offered for sale
under the terms and conditions of a Final Official Statement ("FOS") prepared by First Kentucky Securities Corporation,
Frankfort, Kentucky ("Financial Advisor") and approved by the authorized representatives of the City, and

WHEREAS, the Securities and Exchange Commission ("SEC"), pursuant to the Securities and Exchange Act of
1934, has amended the provisions of SEC Rule 15c2-12 relating to financial disclosures by the issuers of municipal
securities under certain circumstances ("Rule"), and

WHEREAS, it is intended by the parties to this Agreement that all terms utilized herein shall have the same
meanings as defined by the Rule, and

WHEREAS, the City is an "obligated person" as defined by the Rule and subject to the provisions of said Rule,
and

WHEREAS, failure by the City to observe the requirements of the Rule will inhibit the subsequent negotiation,
transfer and exchange of the Bonds with a resulting diminution in the market value thereof to the detriment of the
Registered and Beneficial Owners of said Bonds and the City;

NOW, THEREFORE, in order to comply with the provisions of the Rule and in consideration of the purchase of
the Bonds by the Registered and Beneficial Owners, the parties hereto agree as follows:

1. ANNUAL FINANCIAL INFORMATION.

The City agrees to provide the annual financial information contemplated by Rule 15c2-12(b)(5)(i) relating to
the City for its fiscal years ending June 30 of each year to (a) the Municipal Securities Rulemaking Board ("MSRB"), or
any successor thereto for purposes of its Rule, through the continuing disclosure service portal provided by the
MSRB's Electronic Municipal Market Access ("EMMA") system as described in 1934 Act Release No. 59062, or any
similar system that is acceptable to the Securities and Exchange Commission and (b) the State Information Depository
("SID"), if any (the Commonwealth of Kentucky has not established a SID as of the date of this Agreement) within nine
(9) months of the close of each fiscal year.

For the purposes of the Rule "annual financial information" means financial information and operating data
provided annually, of the type included in the FOS with respect to the City in accordance with guidelines established by
the National Federation of Municipal Analysts, and shall include annual audited financial statements for the City in order
that the recipients will be provided with ongoing information regarding revenues and operating expenses of the City.

The annual financial information shall be prepared in accordance with Generally Accepted Accounting
Principles, Generally Accepted Auditing Standards or in accordance with the appropriate sections of KRS or Kentucky
Administrative Regulations.
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The parties hereto agree that this Agreement is entered into among them for the benefit of those who become
Registered and Beneficial Owners of the Bonds as third party beneficiaries to said Agreement.

2. MATERIAL EVENTS NOTICES

Under the Rule, Section 15c2-12(b)(5)(i)(C), the following fifteen (15) events must be disclosed within ten (10)
business days following the occurrence of said event to MSRB via EMMA and the SID, if any:

(1) Principal/interest payment delinquency;

(2) Nonpayment related default, if material;

(3) Unscheduled draw on debt service reserve reflecting financial difficulties;

(4) Unscheduled draw on credit enhancement reflecting financial difficulties;

(5) Substitution of credit or liquidity provider, or its failure to perform;

(6) Adverse tax opinion or other material event affecting the tax-exempt status of the security;

(7) Modifications to rights of security holders, if material;

(8) Bond call, if material, and tender offers;

(9) Defeasance;

(10) Release, substitution or sale of property securing the repayment of the security, if material;

(11) Rating change;

(12) Merger/consolidation/acquisition and sale of all or substantially all assets, if material;

(13) Bankruptcy, insolvency, receivership or similar event

(14) Successor, additional or change in trustee, if material, and

(15) Failure to provide event filing information as required.

Notice of said material events shall be given to the entities identified in this Section by the City on a timely basis
(within ten (10) business days of the occurrence). Notwithstanding the foregoing, the provisions of the documents under
which the Bonds are authorized and issued do not provide for a debt service reserve, credit enhancements or credit or
liquidity providers.

The Clerk/Treasurer of the City shall be the responsible person for filing the annual financial information and/or
notices of the events set forth above within the time prescribed in this Agreement. The City shall cause the Finance
Officer to institute an internal tickler system as a reminder of the obligations set forth herein. By December 1 of each
fiscal year and each 30 days thereafter the Finance Officer will contact the auditor for the City to determine when the
audited financial statements will be finalized. The Finance Officer will impress upon the auditor the necessity of having
such audited financial report on or before March 15. Within 5 days of receipt of such audited financial report the finance
officer will cause the annual financial information to be filed as required by this Agreement.
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3. SPECIAL REQUESTS FOR INFORMATION.

Upon the request of any Registered or Beneficial Owner of the Bonds or the original purchaser of the Bonds or
any subsequent broker-dealer buying or selling said Bonds on the secondary market ("Underwriters"), the City shall cause
financial information or operating data regarding the City to be made available on a timely basis following such request
as set forth in Section 1.

4. DISCLAIMER OF LIABILITY.

The City hereby disclaims any liability for monetary damages for any breach of the commitments set forth in this
Agreement and remedies for any breach of the continuing disclosure undertaking shall be limited to an action for specific
performance or mandamus in a court of competent jurisdiction in Kentucky following notice and an opportunity to cure
such a breach.

5. FINAL OFFICIAL STATEMENT.

That the Final Official Statement prepared by the Financial Advisor and approved by the authorized
representatives of the City is hereby incorporated in this Agreement as fully as if copied herein and the "financial
information" required under Section 1 hereof shall in summary form update the specific information set forth in said FOS.

6. DURATION OF THE AGREEMENT.

This Agreement shall be in effect so long as any of the Bonds remain outstanding and unpaid; provided,
however, that the right is reserved in the City to delegate its responsibilities under the Agreement to a competent agent or
trustee, or to adjust the format of the presentation of annual financial information so long as the intent and purpose of the
Rule to present adequate and accurate financial information regarding the City is served.

7. AMENDMENT; WAIVER

Notwithstanding any other provision of this Agreement, the City may amend this Agreement, and any provision
of this Agreement may be waived, provided that the following conditions are satisfied:

(a) If the amendment or waiver relates to the provisions of Section 1, it may only be made in connection with a
change in circumstances that arises from a change in legal requirements, change in law, or change in the identity, nature
or status of an obligated person with respect to the Bonds, or the type of business conducted;

(b) The undertaking, as amended or taking into account such waiver, would, in the opinion of nationally
recognized bond counsel, have complied with the requirements of the Rule at the time of the original issuance of the
Bonds, after taking into account any amendments or interpretations of the Rule, as well as any change in circumstances;
and

(c) The amendment or waiver either (i) is approved by the holders of the Bonds in the same manner as provided
in the Bond Ordinance for amendments to the Bond Ordinance with the consent of the holders of the Bonds, or (ii) does
not, in the opinion of nationally recognized bond counsel, materially impair the interests of the Registered Owners or
Beneficial Owners of the Bonds.

In the event of any amendment or waiver of a provision of this Agreement, the City shall describe such
amendment or waiver in the next Annual Report, and shall include, as applicable, a narrative explanation of the reason for
the amendment or waiver and its impact on the type (or in the case of a change of accounting principles, on the
presentation) of financial information or operating data being presented by the City. In addition, if the amendment relates
to the accounting principles to be followed in preparing financial statements, (i) notice of such change shall be given in
the same manner as for a material event under Section 15c2-12(b)(5)(i)(C) of the Rule, and (ii) the Annual Report for the
year in which the change is made should present a comparison (in narrative form and also, if feasible, in quantitative
form) between the financial statements as prepared on the basis of the new accounting principles and those prepared on
the basis of the former accounting principles.
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8. DEFAULT

In the event of a failure of the City to comply with any provision of this Agreement, the Bank may and, at the
request of any Underwriter or any Registered or Beneficial Owner of Bonds, shall, or any Registered or Beneficial Owner
may, take such actions as may be necessary and appropriate, including seeking mandate or specific performance by court
order, to cause the City to comply with its obligations under this Agreement. A default under this Agreement shall not be
deemed an Event of Default under the Bond Ordinance, and the sole remedy under this Agreement in the event of any
failure of the City to comply with this Agreement shall be an action to compel performance.

In witness whereof the parties hereto have executed this Agreement as of the date first above written.

CITY OF VERSAILLES, KENTUCKY

_____________________________________
Mayor

Attest:

__________________________
City Clerk

THE HUNTINGTON NATIONAL BANK
CINCINNATI, OHIO

By:______________________________

_________________________________
Title



OFFICIAL TERMS AND CONDITIONS OF BOND SALE 
 
 $5,710,000* City of Versailles (Kentucky) 
 Water and Sewer Revenue Bonds, Series of 2014 
 Dated January 28, 2014 
 

DATE OF SALE: 11:00 A.M., E.S.T., JANUARY 14, 2014 
 

As advertised in The Courier-Journal, published in Louisville, Kentucky, the City of Versailles, Kentucky, will until 
January 14, 2014, at the hour of 11:00 A.M., E.S.T., in the office of the City Clerk, City Hall, Versailles, Kentucky 40383, receive 
competitive bids for the Water and Sewer Revenue Bonds, Series of 2014, dated January 28, 2014 ("Bonds" or "Series 2014 
Bonds") herein described. To be considered, a proposal for the purchase of such Bonds must be submitted on an Official Bid Form 
and must be delivered on the date of sale no later than the hour indicated submitted manually, by facsimile or electronically via 
PARITY.  Bids will be considered by the Mayor and may be accepted without further action by the City Council. 

 
*The Bonds are offered subject to a Permitted Adjustment increasing or decreasing the principal amount of Bonds 

awarded by up to $570,000. 
 

STATUTORY AUTHORITY, PURPOSE OF ISSUE, AND SECURITY 
 

These Bonds are authorized pursuant to the provisions of Chapter 58 of the Kentucky Revised Statutes, including KRS 
58.010 through 58.140, and a Bond Ordinance passed and adopted by the City Council of the City of Versailles, Kentucky 
("City"). The Bonds are revenue bonds and do not constitute a direct indebtedness of the City but are payable solely from and 
secured by a pledge of the first gross revenues derived from the operation of the combined and consolidated municipal water and 
sewer system (the "System").   
 

The Series 2014 Bonds will rank on the basis of parity as to security and source of payment with the City's outstanding 
Water and Sewer Refunding and Improvement Revenue Bonds, Series of 2011, Water and Sewer Refunding and Improvement 
Revenue Bonds, Series of 2012 and Water and Sewer Refunding Revenue Bonds, Series of 2013 ("Outstanding Bonds").  Prior to 
the delivery of the Series 2014 Bonds, the City will obtain the required certification that the net income and revenues of the 
combined and consolidated municipal water and sewer System for twelve consecutive months out of the eighteen months 
preceding the issuance of the Series 2014 Bonds were equal to at least 1.20 times the maximum amount of principal and interest 
that will become due in any System fiscal year on all Outstanding Bonds and these Series 2014 Bonds. 
 

THE BONDS 
 

The Bonds shall be in denominations in multiples of $5,000 within the same maturity, bearing interest from January 28, 
2014, payable June 1, 2014 and semiannually thereafter, maturing on December 1 in each of the years as follows: 
 

           PRINCIPAL      
             YEAR        MATURITIES                                            

  2026 $620,000   
  2027 640,000  
  2028   670,000  
  2029  695,000  
  2030  725,000  
  2031  755,000  
  2032  785,000  
  2033  820,000  

The Bonds shall be subject to redemption by the City prior to maturity, in whole or in part, in the inverse order of their 
maturities (less than all of a single maturity to be selected by lot), on any date, on or after December 1, 2023, at a redemption price 
equal to the principal amount of the Bonds called for redemption, plus unpaid interest accrued to the date of redemption, without 
premium. 
 

All of the Bonds, together with the interest thereon, and any additional bonds ranking on a parity therewith heretofore 
issued and outstanding or as may be hereafter issued and outstanding from time to time under the conditions and restrictions set 
forth in the Bond Ordinance, shall be payable only out of the Bond Fund established by the Ordinances authorizing the 
Outstanding Bonds and these Bonds, and shall be a valid claim of the Registered Owner thereof only against said Bond Fund and 
the portion or amount of the revenues of the combined and consolidated municipal water and sewer System of said City pledged to 
said Bond Fund. 
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The Bond Ordinance requires that there be established and maintained within the Bond Fund a Debt Service Reserve with 
a "required minimum balance" equal to the maximum annual principal and interest requirements of the Outstanding Bonds, these 
Bonds, and any parity bonds subsequently issued.   

 
 

BOND PROCEEDS FOR SYSTEM IMPROVEMENTS 
 

The proceeds of these Series 2014 Bonds will be applied to improvements to the sewer system portion of the System and 
related plant improvements.  
 

ADDITIONAL PARITY BONDS 
 

The City has reserved the right and privilege of issuing additional bonds from time to time payable from the income and 
revenues of said combined and consolidated municipal water and sewer System when the net annual revenues of said System for 
twelve consecutive months out of the eighteen months preceding the issuance of additional bonds, including the amount of 
increased net annual revenues by reason of rate changes or additional revenues generated by the extensions, betterments or 
improvements constructed from the proceeds of said additional bonds, are equal to at least 1.20 times the maximum amount of 
principal and interest that will become due in any System fiscal year on all Bonds then outstanding and the bonds proposed to be 
issued; all as certified by an independent state licensed accountant not in the regular employ of the City. 
 

BOND REGISTRAR/BOOK-ENTRY-ONLY-SYSTEM 
 

The Bonds are to be issued in fully registered form (both principal and interest) in the name of Cede & Co.  as nominee of 
The Depository Trust Company ("DTC") under DTC's Book-Entry-Only-System as hereinafter setforth.  The Huntington National 
Bank, Cincinnati, Ohio, the Bond Registrar and Paying Agent, shall remit interest and principal by wire transfer to DTC on each 
due date and DTC shall be responsible for the distribution thereof to the Beneficial Owners of the Bonds.  DTC shall administer 
the transfer of ownership of the Bonds. 
 

BIDDING CONDITIONS AND RESTRICTIONS 
 

Bids must be on Official Bid Form, contained in Information for Bidders available from the undersigned or First 
Kentucky Securities Corporation, 305 Ann Street, Suite 400, State National Bank Building, P.O. Box 554, Frankfort, Kentucky 
40602-0554, or electronically at http://www.firstky.com, submitted manually, by facsimile or electronically via PARITY® INFRA.
  

Electronic bids for the Bonds must be submitted through PARITY® and no other provider of electronic bidding services 
will be accepted.  Subscription to the PARITY® Competitive Bidding System is required in order to submit an electronic bid.  The 
Corporation will neither confirm any subscription nor be responsible for the failure of any prospective bidders to subscribe.  For 
the purposes of the bidding process, the time as maintained by PARITY® shall constitute the official time with respect to all bids 
whether in electronic or written form.  To the extent any instructions or directions set forth in PARITY® conflict with the terms of 
the Official Terms and Conditions of Bond Sale, this Official Terms and Conditions of Sale of Bonds shall prevail.  Electronic bids 
made through the facilities of PARITY® shall be deemed an offer to purchase in response to the Notice of Bond Sale and shall be 
binding upon the bidders as if made by signed, sealed written bids delivered to the Corporation.  The Corporation shall not be 
responsible for any malfunction or mistake made by or as a result of the use of the electronic bidding facilities provided and 
maintained by PARITY®.  The use of PARITY® facilities are at the sole risk of the prospective bidders.  For further information 
regarding PARITY®, potential bidders may contact PARITY®, telephone (212) 404-8102.  Notwithstanding the foregoing non-
electronic bids may be submitted via facsimile or by hand delivery utilizing the Official Bid Form. 
 

The minimum bid shall be not less than $5,595,800 (98% of par), (there being no accrued interest).  Interest rates shall be 
in multiples of 1/8 or 1/20 of 1% or both.  Only one interest rate shall be permitted per Bond, and all Bonds of the same maturity 
shall bear the same rate. Interest rates must be on an ascending scale, in that the interest rate stipulated in any year may not be less 
than that stipulated for any preceding maturity.  There is no limit on the number of different interest rates. 
 

The successful bidder may elect to notify the Financial Advisor within twenty-four (24) hours of the award of the Bonds 
that certain serial maturities as awarded may be combined with immediately succeeding serial maturities as one or more Term 
Bonds; provided, however, (a) bids must be submitted to permit only a single interest rate for each term bond specified, and (b) 
Term Bonds will be subject to mandatory redemption by lot on December 1 in accordance with the maturity schedule setting the 
actual size of the issue. 
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The successful bidder shall be required to wire transfer an amount equal to 2% of the principal amount of Bonds awarded 
to the Paying Agent by close of business on the day following the sale.  Wire transfer should be arranged through The Huntington 
National Bank, Bond Registrar/Paying Agent, Attn: Ms. Cheri Scott-Geraci (513-366-3073). 
 

CUSIP identification numbers will be printed on the Bonds at the expense of the City. The purchaser shall pay the CUSIP 
Service Bureau Charge. Improper imprintation or the failure to imprint CUSIP numbers shall not constitute cause for a failure or 
refusal by the purchaser to accept delivery of and pay for said Bonds in accordance with the terms of any accepted proposal for the 
purchase of said Bonds. 
 

The City shall provide to the successful purchaser a Final Official Statement in accordance with SEC Rule 15c2-12.  A 
Final Official Statement will be provided in Electronic Form to the successful bidder, in sufficient time to meet the delivery 
requirements of the successful bidder under SEC and Municipal Securities Rulemaking Board Delivery Requirements.   The 
successful bidder will be required to pay for the printing of Final Official Statements. 
 

The City reserves the right to reject any or all bids or to waive any informality in any bid. The Bonds are offered for sale 
subject to the principal and interest not being subject to Federal or Kentucky ad valorem or income taxation on the date of their 
delivery to the successful bidder. 
 

The City will furnish the Purchaser with the final approving Legal Opinions of Steptoe & Johnson PLLC, Bond and Tax 
Counsel, Louisville, Kentucky, subject to whose approving Legal Opinions said Bonds are sold. 

 
POTENTIAL LEGISLATION 

 
No assurance can be given that any future legislation, including amendments to the Code, if enacted into law, or changes in 

interpretation of the Code, will not cause interest on the Bonds to be subject, directly or indirectly, to federal income taxation, or 
otherwise prevent owners of the Bonds from realizing the full current benefit of the tax exemption of such interest.  In addition, 
current and future legislative proposals, if enacted into law, may cause interest on state or local government bonds (whether issued 
before, on the date of, or after enactment of such legislation) to be subject, directly or indirectly, to federal income taxation by, for 
example, changing the current exclusion or deduction rules to limit the amount of interest on such bonds that may currently be 
treated as tax exempt by certain individuals.    Prospective purchasers of the Bonds should consult their own tax advisers 
regarding any pending or proposed federal tax legislation.  

Further, no assurance can be given that the introduction or enactment of any such future legislation, or any action of the IRS, 
including but not limited to regulation, ruling, or selection of the Bonds for audit examination, or the course or result of any IRS 
examination of the Bonds or obligations which present similar tax issues, will not affect the market price for the Bonds. 
 

CONTINUING DISCLOSURE 
 

As a result of the City and agencies acting on behalf of the City  at the time the Bonds referred to herein are offered for 
public sale having outstanding municipal securities in excess of $1,000,000, the City and the Paying Agent will enter into a written 
agreement for the benefit of all parties who may become Registered or Beneficial Owners of the Bonds whereunder said City will 
agree to comply with the provisions of the Municipal Securities Disclosure Rules set forth in Securities and Exchange Commission 
Rule 15c2-12 by filing annual financial statements and material events notices with the Electronic Municipal Market Access 
(EMMA) System maintained by the Municipal Securities Rule Making Board. 
 

Financial information regarding the City may be obtained from Allison B. White, City Clerk, City Hall, 196 S. Main 
Street, Versailles, Kentucky  40383 (859-873-5436). 
 

TAX EXEMPTION 
 

Bond Counsel is of the opinion that the Bonds are "qualified tax-exempt obligations" within the meaning of the Internal 
Revenue Code of 1986, as amended, and therefore advises as follows: 
 

(A) The Bonds and the interest thereon are exempt from income and ad valorem taxation by the Commonwealth of 
Kentucky and all of its political subdivisions. 
 

(B) The interest income from the Bonds is excludable from the gross income of the recipient thereof for Federal income 
tax purposes under existing law; provided, that the corporate entities noted below are advised of certain tax consequences as 
follows: 



 
 4 

 
(1) In the computation of the corporate minimum tax, earnings and profits may include otherwise tax-exempt 

interest on the Bonds; this provision applies to corporations only. 
 

(2) Property and casualty insurance companies may be denied certain loss reserve deductions to the extent of 
otherwise tax-exempt interest on the Bonds. 

 
(C) As a result of designations and certifications by the City, indicating the issuance of less than $10,000,000 of qualified 

tax-exempt obligations during the calendar year ending December 31, 2014, the Bonds may be treated by financial institutions as if 
they were acquired before August 8, 1986. 
 

(D) The interest income from the Bonds is excludable from the gross income of the recipient thereof for Federal income 
tax purposes under existing law for individuals; however, said income must be included in the calculation of "modified adjusted 
gross income" in the determination of whether and to what extent Social security benefits are subject to Federal income taxation. 
 

BOOK-ENTRY-ONLY SYSTEM 
 

The Depository Trust Company ("DTC") will act as securities depository for the Bonds.  The Bonds initially will be 
issued as fully-registered securities registered in the name of Cede & Co. (DTC's partnership nominee). One fully-registered 
Bonds Certificate will be issued, in the aggregate principal amount of the Bonds, and will be deposited with DTC. 
 

DTC is a limited-purpose trust company organized under the New York Banking Law, a "banking organization" within 
the meaning of the New York Banking Law, a member of the Federal Reserve System, a "clearing corporation" within the 
meaning of the New York Uniform Commercial Code, and a "clearing agency" registered pursuant to the provisions of Section 
17A of the Securities Exchange Act of 1934. DTC holds securities that its participants ("Participants") deposit with DTC.  DTC 
also facilitates the settlement among Participants of securities transactions, such as transfers and pledges, in deposited securities 
through electronic computerized book-entry changes in Participants' accounts, thereby eliminating the need for physical 
movement of securities certificates. "Direct Participants" include securities brokers and dealers, banks, trust companies, clearing 
corporations, and certain other organizations.  DTC is owned by a number of its Direct Participants and by the New York Stock 
Exchange, Inc., the American Stock Exchange, Inc., and the National Association of Securities Dealers, Inc.  Access to the DTC 
system is also available to others such as securities brokers and dealers, banks, and trust companies that clear through or maintain 
a custodial relationship with a Direct Participant, either directly or indirectly ("Indirect Participants").  The Rules applicable to 
DTC and its participants are on file with the Securities and Exchange Commission. 
 

Purchases of Bonds under the DTC system must be made by or through Direct Participants, which will receive a credit 
for the Bonds on DTC's records.  The ownership interest of each actual purchaser of each Bonds ("Beneficial Owner") is in turn to 
be recorded on the Direct and Indirect Participant's records.  Beneficial Owners will not receive written confirmation from DTC of 
their purchase, but Beneficial Owners are expected to receive written confirmations providing details of the transaction, as well as 
periodic statements of their holdings, from the Direct or Indirect Participant through which the beneficial Owner entered into the 
transaction.  Transfers of ownership interests in the Bonds ("Beneficial Ownership Interest") are to be accomplished by entries 
made on the books of Participants acting on behalf of Beneficial Owners.  Beneficial Owners will not receive certificates 
representing their Beneficial Ownership interests in Bonds, except in the event that use of the book-entry system for the Securities 
is discontinued. 
 

To facilitate subsequent transfers, all Bonds deposited by Participants with DTC are registered in the name of DTC's 
partnership nominee, Cede & Co.  The deposit of Notes with DTC and their registration in the name of Cede & Co., effect no 
change in beneficial ownership.  DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC's records reflect only 
the identity of the Direct Participants to whose accounts such Bonds are credited, which may or may not be the Beneficial 
Owners. The Participants will remain responsible for keeping account of their holdings on behalf of their customers. 
 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect 
Participants, and by Direct Participants and Indirect Participants to Beneficial Owners, will be governed by arrangements among 
them, subject to any statutory or regulatory requirements as may be in effect from time to time. 

 
Redemption notices, if any, shall be sent to Cede & Co.  If less than all of the Bonds are being redeemed, DTC's practice 

is to determine by lot the amount of the interest of each Direct Participant in the Bonds to be redeemed.  
 

Neither DTC nor Cede & Co. will consent or vote with respect to Bonds.  Under its usual procedures, DTC mails an 
Omnibus Proxy to the Issuer as soon as possible after the record date.  The Omnibus Proxy assigns Cede & Co.'s consenting or 
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voting rights to those Direct Participants to whose accounts the Bonds are credited on the record date (identified in a listing 
attached to the Omnibus Proxy). 
 

Principal and interest payments of the Bonds will be made to DTC.  DTC's practice is to credit Direct Participants' 
account on payable date in accordance with their respective holdings shown on DTC's records unless DTC has reason to believe 
that it will not receive payment on payable date.  Payments by Participants to Beneficial Owners will be governed by standing 
instructions and customary practices, as is the case with securities held for the accounts of customers in bearer form or registered 
in "street name", and will be the responsibility of such Participant and not of DTC, the Issuer, or the Trustee, subject to any 
statutory or regulatory requirements as may be in effect from time to time.  Payment of principal and interest to DTC is the 
responsibility of the Issuer or the Trustee, disbursements of such payments to Direct Participants shall be the responsibility of 
DTC, and disbursements of such payment to the Beneficial Owners shall be the responsibility of Direct and Indirect Participants. 
 

A Beneficial Owner shall give notice to elect to have its Beneficial Ownership Interests purchased or tendered, through 
its Participant, to the Bond Registrar/Paying Agent, and shall effect delivery of such Beneficial Ownership Interests by causing 
the Direct Participant to transfer the Participant's interest in the Beneficial Ownership Interests, on DTC's records, to the purchaser 
or the Bond Registrar/Paying Agent, as appropriate.  The requirements for physical delivery of Bonds in connection with a 
demand for purchase or a mandatory purchase will be deemed satisfied when the ownership rights in the Bonds are transferred by 
Direct Participants on DTC's records. 

 
DTC may discontinue providing its services as securities depository with respect to the Bonds at any time by giving 

reasonable notice to the Issuer or the Bond Registrar.  Under such circumstances, in the event that a successor securities 
depository is not obtained, Bond certificates are required to be printed and delivered by the Bond Registrar. 

 
NEITHER THE ISSUER, THE BOARD NOR THE BOND REGISTRAR/PAYING AGENT WILL HAVE ANY 

RESPONSIBILITY OR OBLIGATION TO ANY DIRECT PARTICIPANT, INDIRECT PARTICIPANT OR ANY 
BENEFICIAL OWNER OR ANY OTHER PERSON NOT SHOWN ON THE REGISTRATION BOOKS OF THE BOND 
REGISTRAR/PAYING AGENT AS BEING AN OWNER WITH RESPECT TO: (1) THE BONDS; (2) THE ACCURACY OF 
ANY RECORDS MAINTAINED BY DTC OR ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT; (3) THE 
PAYMENT BY DTC OR ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT OF ANY AMOUNT DUE TO ANY 
BENEFICIAL OWNER IN RESPECT OF THE PURCHASE PRICE OF TENDERED BONDS OR THE PRINCIPAL OR 
REDEMPTION PRICE OF OR INTEREST ON THE BONDS; (4) THE DELIVERY BY ANY DIRECT PARTICIPANT OR 
INDIRECT PARTICIPANT OF ANY NOTICE TO ANY BENEFICIAL OWNER WHICH IS REQUIRED OR PERMITTED 
UNDER THE TERMS OF THE BOND RESOLUTION TO BE GIVEN TO HOLDERS; (5) THE SELECTION OF THE 
BENEFICIAL OWNERS TO RECEIVE PAYMENT IN THE EVENT OF ANY PARTIAL REDEMPTION OF THE BONDS; 
OR (6) ANY CONSENT GIVEN OR OTHER ACTION TAKEN BY DTC AS HOLDER. 
 

CITY OF VERSAILLES, KENTUCKY 
 

By s/ Allison B. White 
              City Clerk 



OFFICIAL BID FORM

As advertised in The Courier-Journal, published in Louisville, Kentucky, the City of Versailles, Kentucky, will
until January 14, 2014, at the hour of 11:00 A.M., E.S.T., in the office of the City Clerk, City Hall, Versailles, Kentucky
40383 (Tel 859-873-5436 and Fax 859-873-5969), receive competitive bids for the $5,710,000* Water and Sewer
Revenue Bonds, Series of 2014, dated January 28, 2014 ("Bonds" or "Series 2014 Bonds") herein described. To be
considered, a proposal for the purchase of such Bonds must be submitted on an Official Bid Form and must be delivered
on the date of sale no later than the hour indicated submitted manually, by facsimile or electronically via PARITY®. Bids
will be considered by the Mayor and may be accepted without further action by the City Council.

We hereby bid for said $5,710,000* principal amount of Bonds, the total sum of $ (not less than
$5,595,800 or 98% of par), plus accrued interest from January 28, 2014, at the following annual rate(s), payable
semiannually beginning June 1, 2014 (rates on ascending scale in multiples of 1/8 or 1/20 of 1%; number of interest rates
unlimited) and maturing on December 1 in each of the years as follows:

Year Amount* Rate
2026 $620,000 ______%
2027 640,000 ______%
2028 670,000 ______%
2029 695,000 ______%
2030 725,000 ______%
2031 755,000 ______%
2032 785,000 ______%
2033 820,000 ______%

*The Bonds are offered subject to a Permitted Adjustment increasing or decreasing the principal amount of
Bonds awarded by up to $570,000.

It is understood that the City will furnish the final, approving Legal Opinions of Steptoe & Johnson PLLC, Bond
Counsel, Louisville, Kentucky.

The successful bidder may elect to notify the Financial Advisor within twenty-four (24) hours of the award of
the Bonds that certain serial maturities as awarded may be combined with immediately succeeding serial maturities as one
or more Term Bonds; provided, however, (a) bids must be submitted to permit only a single interest rate for each Term
Bond specified, and (b) Term Bonds will be subject to mandatory redemption by lot on December 1 in accordance with
the maturity schedule setting the actual size of the issue.

The Bonds will be delivered utilizing the Book-Entry-Only-System administered by The Depository Trust
Company.

Electronic bids for the Bonds must be submitted through PARITY® and no other provider of electronic bidding
services will be accepted. Subscription to the PARITY® Competitive Bidding System is required in order to submit an
electronic bid. The Corporation will neither confirm any subscription nor be responsible for the failure of any
prospective bidders to subscribe. For the purposes of the bidding process, the time as maintained by PARITY® shall
constitute the official time with respect to all bids whether in electronic or written form. To the extent any instructions or
directions set forth in PARITY® conflict with the terms of the Official Terms and Conditions of Sale of Bonds, the
Official Terms and Conditions of Bond Sale shall prevail. Electronic bids made through the facilities of PARITY® shall
be deemed an offer to purchase in response to the Notice of Bond Sale and shall be binding upon the bidders as if made
by signed, sealed written bids delivered to the Corporation. The Corporation shall not be responsible for any malfunction
or mistake made by or as a result of the use of the electronic bidding facilities provided and maintained by PARITY®.
The use of PARITY® facilities are at the sole risk of the prospective bidders. For further information regarding
PARITY®, potential bidders may contact PARITY®, telephone (212) 404-8102. Notwithstanding the foregoing non-
electronic bids may be submitted via facsimile or by hand delivery utilizing the Official Bid Form.

No certified or bank cashier's check will be required to accompany a bid, but the successful bidder shall be
required to wire transfer an amount equal to 2% of the principal amount of Bonds awarded by the close of business on the
date following the award. Said good faith amount will be applied (without interest) to the purchase price on delivery.
Wire transfer procedures should be arranged through Huntington National Bank, Cincinnati, Ohio, Attention: Ms. Cheri
Scott-Geraci (513) 366-3073.

Bids must be submitted only on this form and must be fully executed.



If we are the successful bidder, we agree to accept and make payment for the Bonds in Federal Funds on or
about January 28, 2014.

Respectfully submitted,

__________________________________
Bidder

By ________________________________
Authorized Officer (Signature)

___________________________________
Address

Total interest cost from January 28, 2014 to final maturity $________________

Plus discount $________________

Net interest cost (Total interest cost plus discount) $________________

Average interest rate or cost %

The above computation of net interest cost and of average interest rate or cost is submitted for information
only and is not a part of this Bid.

Accepted by First Kentucky Securities Corporation as Agent for the City of Versailles, Kentucky for
$_________________ amount of Bonds at a price of $______________ as follows:

Year Amount Rate
2026 _______,000 ________%
2027 _______,000 ________%
2028 _______,000 ________%
2029 _______,000 ________%
2030 _______,000 ________%
2031 _______,000 ________%
2032 _______,000 ________%
2033 _______,000 ________%

Dated: January 14, 2014.

________________________________
First Kentucky Securities Corporation, Financial Advisor and Agent
for the City of Versailles, Kentucky




