
PENDLETON COUNTY WATER DISTRICT 
P.O. BOX 232, FALMOUTH, KY 41040 (859) 654-6964 FAX (859) 654-7032 

Deaf, Hard-of-Hearing or Speech Impaired, call 71 1 

September 6, 2012 

Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602-0615 

Dear Sir or Madam, 

Enclosed please find the original and five (5) copies of our Application for Rate Adjustment. We would 
like to request, if the rate increase is approved as outlined in the enclosed application, that October 16, 
2012 be the effective date of the increase rather than the first of the month. If something should delay 
the processing of our application such that you will not be able to grant the October 16,2012 date, we 
would like the effective date to be the 16'h of the following month. We read meters and bill on 
approximately the 15'h of each month. If the effective date is set a t  the lfith of the month, our 
customers can be billed a t  the new rates for the entire month. If the effective date is set a t  the first of 
the month, we will have to prorate the bill or wait until the next billing cycle to implement the new 
rates. 

If you should require additional information or have questions, please contact our office manager, Cheri 
Wright a t  (859) 654-6964 or a t  cwriRht@pcwater.org. 

Yours truly, . 
L.Jxpi--." I 

William T. Jones 
Manager 
Pendleton County Water District 

mailto:cwriRht@pcwater.org


PENDLETON COUNTY WATER DISTRICT 

APPLICATION FOR RATE ADJUSTMENT 



PENDLETON COUNTY WATER DISTRICT 
AUGUST 2012 

Application 

Articles of Organization 

Customer Notice of Proposed Rate Adjustment 

Reason for Application 

Current and Proposed Rates 

Statement of Adjusted Operations 

Revenue Requirements Calculation 

Billing Analysis 

Depreciation Schedule 

Outstanding Debt Instruments 
Rural Development Bonds of 1977 
Rural Development Bonds, Series 1997 
Kentucky Rural Water Revenue Bonds, Series 2001 
Rural Development Bonds, Series 2004 
Rural Development Bonds, Series 2010 
Kentucky Association of Counties Leasing Trust Program 
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3 
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A P P LI CAT1 0 N 



ARI- tORM I St-PItMRER 201 I 

--I ----____.__- 

SUBMIT ORIGINAL AND FIVE ADDITIONAL COPIES, UNLESS FILING ELECTRONICALLY 

APPLICATION FOR RATE ADJUSTMENT 
BEFORE THE PUBLIC SERVICE COMMISSION 

For Small Utilities Pursuant to 807 KAR 5:076 
(Alternative Rate Filing) 

i_ 

P E N D L E T O N  COUNTY WATER D I S T R I C T  
(Name of Utfl/ly) 

- P.  0. BOX 232 
ISuslnessMaI l lngAddress~Nu~andSt~~ o r P 0  BOX) 

- FALMOUTH, KY 43 040 
fBurlnesr Mo//fng Address. C/ly, State, ondZfp) 

___. 
( 8 5 9 ) 6 5 4 - 6 9 6 4  

(Telephone Number) 

---- BASIC INFORMATION 
NAME, TITLE, ADDRESS, TELEPHONE NUMBER and E-MAIL ADDRESS of the person to whom correspondence or 
communications concerning this application should be directed: 

C H E R I  W R I G H T ,  O F F I C E  MANAGER 
--_-__-I- -. . - 

(Name1 

P. 0. BOX 232 
(Address - Number and Street ff P.0 SOX) 

FALMOUTH, KY 41040 
(Address -Cily, Stam ZIP) 

( 8 5 9 ) 6 5 4 - 6 9 6 4  
__._l___-l- 

(Telephone Number) 

cuybght@pawater.org 
lEma/lAddress) 

(For each statement below, the Applicant should check either "YES" or "NO'..) 

1. a. 

b. 

2. a. 

b. 

3. 

In i ts  immediate past calendar year of operation, Applicant had $5,000,000 or less in 
gross annual revenue. 

Applicant operates two or more divisions that provide different types of utility service. 
In i t s  immediate past calendar year of operation, Applicant had $5,000,000 or less in 
gross annual revenue from the division for which a rate adjustment is sought. 

Applicant has filed an annual report with the Public Service Commission for the past 
year. 

Applicant has filed an annual report with the Public Service Commission for the two 
previous years. 

Applicant's records are kept separate from other commonly-owned enterprises. 
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YES 

4. a. Applicant is a corporation. A certified copy of i t s  articles of incorporation and all 
amendments are attached to this application or were filed with the Public Service 
Commission in Case No. -* 

b. Applicant is a limited liability company. A certified copy of i ts  articles of organization 
and all amendments are attached to this armlication or were filed with the Public 
Service Commission in Case No. ___ 

c. Applicant is  a limited partnership. A certified copy of i ts  limited partnership 
agreement and all amendments thereto are attached to this amlication or were filed 
with the Public Service Commission in Case No. 

0 
--. 

d. Applicant i s  a sole proprietorship or partnership. 

e. Applicant is a water district organized pursuant to KRS Chapter 74. d 
f. Applicant is a water association organized pursuant to KRS Chapter 273. 

5. a. A paper copy of this application has been mailed to Office of Rate Intervention, Office 
of Attorney General, 1024 Capital Center Drive, Suite 200, Frankfort, Kentucky 

u 
4060 1 -8204. 

b. An electronic copy of this application has been electronically mailed to Office of Rate 
Intervention, Office of Attorney General at rateintervention@ag.ky.gov. 

@ 

6. a. Applicant has 20 or fewer customers or is a sewer utility and has mailed written notice 
of the proposed rate adjustment to each of i t s  customers no later than the date this 
application was filed with the Public Service Commission. A copy of this notice is 
attached to this application. (Attach a copy of customer notice.) 

b. Applicant has more than 20 customers, is  not a sewer utility, and has included written 
notice of the proposed rate adjustment with customer bills that were mailed by the 
date on which the application was filed. A copy of this notice is  attached to this 
application. (Attach a copy of customer notice.) 

c. Applicant has more than 20 customers, is not a sewer utility, and has made 
arrangements to publish notice once a week for three (3) consecutive weeks in a 
prominent manner in a newspaper of general circulation in i ts  service area, the first 
publication having been made by the date on which this Application was filed. A 
copy of this notice is attached to this application. (Attach a copy of customer 
notice.) 

@ 

7. Applicant requires a rate adjustment for the reasons set forth in the attachment 
entitled ”Reasons for Application.” (Attach completed “Reasons for Application” 
Attachment.) 

& 

NO 

d 

d 

d 

c3 

d 

0 

n 
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YES NO 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. a. 

b. 

C. 

Applicant proposes to charge the rates that are set forth in the attachment entitled d U  
"Current and Proposed Rates." (Attach completed "Current and Proposed Rates" 
Attachment.) 

Applicant proposes to use i t s  annual report for the immediate past year as the test 
period to determine the reasonableness of i ts  proposed rates. This annual report is 
for the 12 months ending December 31,-&01? _. 

Applicant has reason to believe that some of the revenue and expense items set forth 
in i ts  most recent annual report have or will change and proposes to adjust the test 
period amount of these items to reflect these changes. A statement of the test period 
amount, expected changes, and reasons for each expected change i s  set forth in the 
attachment "Statement of Adjusted Operations." (Attach a completed copy of 
appropriate "Statement of Adjusted Operations" Attachment and any invoices, 
letters, contracts, receipts or other documents that support the expected change 
in costs.) 

d 

Based upon test period operations, and considering any known and measurable 
adjustments, Applicant requires additional revenues of $ 122,984.44 and total 
revenues from service rates of $ 1 385 986,88he manner in which these amounts 
were calculated is  set forth in "Revenue Requirement Calculation" Attachment. 
(Attach a completed "Revenue Requirement Calculation" Attachment.) 

@f 0 

As of the date of the filing of this application, Applicant had 2 2 79 -customers. d o  

A billing analysis of Applicant's current and proposed rates is  attached to this d U  
application. (Attach a completed "Billing Analysis" Attachment.) 

Applicant's depreciation schedule of utility plant in service is  attached. (Attach a 
schedule that shows per account group: the asset's original cost, accumulated 
depreciation balance as of the end of the test period, the useful lives assigned to 
each asset and resulting depreciation expense.) 

d 0 

Applicant has outstanding evidences of indebtedness, such as mortgage agreements, 
promissory notes, or bonds. 

d /"J 

Applicant has attached to this application a copy of each outstanding evidence of 
indebtedness (e.g., mortgage agreement, promissory note, bond resolution). 

ci;3/ 0 

Applicant has attached an amortization schedule for each outstanding evidence of 
indebtedness. 

a 
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YES NO 

16. a. Applicant i s  not required to file state and federal tax returns. d U  

b. Applicant is required to file state and federal tax returns. n d  
c. Applicant's most recent state and federal tax returns are attached to this Application. 

(Attach a copy of returns.) 
d 

17. Approximately 0 (Insert dollar amount or percentage of total utility [1 @ 
plant) of Applicant's total utility plant was recovered through the sale of real estate 
lots or other contributions. 

I am authorized by the Applicant ta sign and file this application on the Applicant's behalf, have read 
and completed this application, and to the best of my knowledge all the information contained in this 
application and i ts  attachments is true and correct. P c -  B 

Signed 

Date 7:. 6g -/'kz_ - 
c z 

COMMONMLTH OF KEYTUCKY 

/ - -  

Before me appeared - 
he/she had read and comple 
behalf of the Applicant, an 
application and its attachm 

who after being duly sworn, stated that 
rized to sign and file this application on 

ontained in this 

My commission expires: a// 
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LIST OF ATTACHMENTS 
(Indicate all documents submitted by checking box) 

rs( Applicant's Articles of Incorporation, Articles of Organization, or Limited Partnership 
Agreement. 

0 All amendments to Applicant's Articles of Incorporation, Articles of Organization, or 
Limited Partnership Agreement. 

d Customer Notice of Proposed Rate Adjustment 

d "Reasons for Application'' Attachment 

a "Current and Proposed Rates" Attachment 

d "Statement of Adjusted Operations" Attachment 

d "Revenue Requirements Calculation" Attachment 

d " B i l l i n g  Analysis" Attachment 

dDepreciat ion Schedule 

dou ts tand ing  Debt Instruments (i.e., Bond Resolutions, Mortgages, Promissory Notes, 

State Tax Return 

Amortization Schedules.) 

[TT] Federal Tax Return 





ARTICLES OF ORGANIZATION 



04-03-99:09: 12.LMiC. D'JllaLD \';ELLS. .+TT i* 9 1 1  

John U., Estate 
layton, H i s 8  Carol Sue, Minor 

layton. MLss Connie Lou, Minor 

. ..-. 

osby, Hrr. Edna M. 

Bsrdford, Geo. C., County Trea8urer 

Bradford, Geo. C.. County Treasq r r r  

adford,  Gso. C., County Treasurer  

radford,  Gco. C., County Trearurer  

Ad&nis t ra tor t r  F ina l  S o t t l e  

Exrcutrix'r F i n a l  Sett lement 

GU82dian' I 
Accounting 

Annual Report and 

Guardian's Annual Report and 
Accounting 

Executrix* r Fina l  Sett lement,  

R p o r t  of t h e  General Cxpense 
Fund f o r  ' the 

Report of t h e  Road Fund f o r  t h e  
period from A p d l  15. 1957 t o  
Juno 30, 1957, inc .  

Re 'ort o f  t h e  Resourceo and Ua- 
&tier f o r  t h e  period from 
i n c  . 
Annual Ra o r t  of General Expenre 
Fund - (Ffsca l  Year 1957-1938) 

Annual Report of Road 
( F i r c a l  Yoar 1957-1956f: 

ariod from Apri l  1C 
,1997 t o  June $0, 1957, inc .  

A p r i l  42. 1937 t o  J W l U  30, 1957, 

M d  - 
Bradford, Goo. C.,  County Treaturec AMUa1 flaport of RISOIJZCe8 and 

' .  . " U a b i l i t i o s  - ( F i r c a l  year  1957 - 
1958) 

$ >  

Xn fie: Creat ion  of Wahr~,Qistrict f o r  t h e  Ruporb 
Of water Suvvlv. .. 

L l J i . R E i 5  
A p e t i t i o n  having bean f i l e d  i n  thts matter r i m e d  by aeventy-five (75) resi 

e,nt freeholders of 4 propoeod water d i r S r i c t  in t h i o  county aa set-out t h e r e i n  8.' 

o be e s t a b l i ~ h e d ,  and f o r t h e  a p p o i n t r n t  of r a t r r  Coaudssfonerr for t h e  purpose 

f fu rn i sh ing  a water  supply t o  the  citirenr of raid.proposed district of this 

ounty as described the re in ,  and public no t ice  of s k  having been publiahsd in. 
rea  (3) i s s u e s  of t h e  Filmouth outlook, Falmouth, Ky., a weekly paper of general 

r c u l a t i o n  of t N s  county, and a f t e r  t h i r t y  ( YI from ttp publ ica t ion  of 

a i d  note  and no resident.  of .aid proposed d i m  " having.fi.ld obJections, and 

a i d  case having been s e t  for a hearing'on ra id  p e t i t i o n  Within t e n  (lo) days, 

nd sa id  hearing having been continued until t h e  Rogulrr County Court Day 0s 

f f ixed  by s t a t u t e ,  t h o  first Monday of each month, and upon wNch."date t h e  Court  

e l d  hearing upon sa id  mat te r ,  and theso  b&ng no obJectionr f i l e d  a t  t h a t  time 
nd no c i t i z e n  o r  o the r  ind iv idua l ,  comprny o r  corpora t ion  having appeared i n  

ppos i t ion  t o  sa id  p e t i t i o n ,  and t h e  Court  b d n g  s u f f i c i e n t l y  a d d r e d r  it i b  Con- . 
i de red  and IdJiidQed and so 

I 

O R D E R E D  



-- 
. Day, - 

(1) Zhat %t appears t o  the  CoUrt t h a t  t h e  e r t a b f i r h w n t  of such d i l t r i c t  

i s  rearonably  heCe8Sary 'for t h e  pUbLic hea l th ,  convedencr ,  fir, p ro t r c t ion ,  and 

comfort of t h e  res idents  'of sa id  propored district, the re fo re  

(2) 

Located i n  Pendlaton County, Kentucky, and s t a r t i n g  and inc luding  
the  new k n d l e t o n  County Centra l  School proper ty  loca ted  on Wert 
s i d e  of U. 5 .  HLghrlay No. 27, approx imte ly  two (2) &lea North 
of Falmouth, Ky., and inc luding  a t e r r i t a x y  of one (I) mfle on each 

continues t o  t h e  North, excluding t h e  C i t y  LCPdta of t h e  C i t y  of 
But le r ,  Ky., a8 now existr, t o  t h e  Pendleton County and Campbell 
County boundary l i n e .  

(3) 

There is hereby es tab l i shed  8 water d i r t z i c t  dercribed 88 fOllOW8: 

r i d e  Of S a d  highway r i g h t  Of way, Ear t  and wS8t J1 Said high*ay 

The above es tab l i shed  water d i s t r i c t  r h a l l  be design8t;d 88 "The U. S. 

x . .  Hlghway No. 27 Water Distzict ' .  

GRANTED THIS THE 3RD WY 
OF NOVEMBER. 1 9  0 8 .  

* .  . I  ! 
/e/ Ralph P. Bariing 
Judge. Pendleton County Court 

' !  . .  

In Re: Order @pointing Throw (3)' Water Dirtdct 

0 5 P k B  
Cocraissionerr - U. S. JphWaV NO. 27 District% 

---_e 

An order  having been 

27 Water a s t r i c t  pursuant 

rc8idlng a t  

t he  Court  being s u f f i c i e n t  

water d i s t r i c t ,  a r e  appointed by t h e  Court, viz: 

R t .  #I, Butler,  Ky. 

Butlex, Ky. 

(1) A. R. Ducker 

( 2 )  C. 8. Peoples res id ing  a t  ."  
(3) Denver Hornbesk r e r id ing  a t  R t :  # 2 But le r ,  Ky. 

Each couimisrioner s h a l l  execute a bond, t o  bo approved by t h e  Court, and 

s h a l l  be  *ern t o  f a i t h f u l l y  perform t h e  d u t i s r  of hi8  po;ition. The tern of 

o f f i ce  f o r  each conwiseioner r h a l l  be f o u r  (4) years  with. any yacancier t o  be 

€ i l l a d  by t h e  Court. Each comarirrioner rha l l  rece ive  an ann&$hla,ry of '$1.00 

t o  be paid  out of t he  Pratar d i s t r i c t  fund. 

SRANTED THIS THE 3RD WY 
OF NCNEMBER, 1 9  5 8 

. i y: i *; 

t". I /a/ Ralph P. B a l i n g  '.-I.),,; I !.: n : . : 
. .  Judqe. p n d l e t o n  County Court . , :* 

d 

I -  
i i  
3 

, 



L .  

: With 

, 

C M T  MET FURWANT TO ADJdURUh(EM 1.;. 

HON. RAtRt P. BOWLING, -E, R e s i d i n g  

Inventory and Appralaamant B i l l  o f  t h e  parsonal a s t a t o  o f  John F. Messmer, 
PceaSed, f i l e d  and ordered t o  be raccprdad. 

In  Re: Order Changing Name of Water D i s t r i c t  from 
"U. S. Highway No. 27mOia t r i c t a  t o  wPandleton 

untv Water W i c t  . 
Came t h e  Water Commfssionars a s  heretofore appointed by t ho  Court and moved 

he Court f o r  t h e  changing of t h o  name of said d i e t r i c t  as hara tofore  deofgnated 

y Court Order aa "U. S. Hlghway No. 27 Dis t r i c t " ,  t o  "Pondlaton County Water 

i s t r ic t . .  and it appearing t o  t ho  Court t h a t  maid orlginel ordar naming Wid  d i *  

r i c t  a s  'U. S. Highway No. 27 Dis t r ic t .  d id  no t  r a f l a c t  t h e  t r u e  in t en t ion  o f  tl 

o u r t  r e l a t i v e  t o  said nama, and t h e  Court being su f f i c i an t ly  advisad, it con. 

idered.adjudgad and so 
t 

O R D E R E D -  ' 

That tho  name of the  water d i s t r i c t . dea igna tad  by former order a 8  "U. 5. Hi!  

ay No. 27 District" be and t h e  same i s  heraby changad and shall bo known here- 

f t e r  a s  'Pendleton County Water District". 

ORDERED THcIr CCURT ADJWRN UNTIL NOVEMBER 17, 1 9 ~ 9 .  

, 

t 





CUSTOMER NOTICE OF 
PROPOSED RATE ADJUSTMENT 



PUBLIC NOTICE OF PROPOSED ADJUSTMENT OF WATER RATES AND CHARGES 

PENDLETON COUNTY WATER DISTRICT 

ATTACHMENT B 
NOTICE 

Notice is hereby given that Pendleton County Water (“District”) has filed an application with the Public 
Service Commission of Kentucky (“PSC”) seeking approval of revised water rates. The District plans to  
implement the proposed rates upon approval of the PSC. 

Monthlv Rate: 

Current 
First 2,000 Gallons 20.36 
Next 3,000 Gallons 8.83 
Next 10,000 Gallons 8.33 
Over 15,000 Gallons 7.23 

MONTHLY 
BILL AT 

MONTHLY CURRENT 
USAGE - RATE 

2,000 
5,000 
10,000 
20,000 
30,000 
50,000 
75,000 
100,000 
150,000 
200,000 
1,000,000 
2,000,000 

20.36 
46.85 
88.50 
130.15 
202.45 
347.05 
527.80 
708.55 

1,070.05 
1,431.55 
7,215.55 
14,445.55 

Proposed 
First 2,000 22.45 
Next 3,000 9.71 
Next 10,000 9.16 
Over 15,000 7.95 

MONTHLY 
BILL AT 

PROPOSED 
- RATE 

22.45 
51.58 
97.38 
143.18 
222.68 
381.68 
580.43 
779.18 

1,176.68 
1,574.18 
7,934.18 
15,884.18 

- Rate 
Minimum Bill 
per 1,000 gallons 
per 1,000 gallons 
per 1,000 gallons 

PERCENT 
I N C R E AS E 

OVER 
CURRENT 

10.3% 
10.1% 
10.0% 
10.0% 
10.0% 
10.0% 
10.0% 
10.0% 
10.0% 
10.0% 
10.0% 
10.0% 

The rates contained in this notice are the rates proposed by the District. However, the PSC may order 
rates to  be charged that differ from these proposed rates. Such action may result in rates for consumers 
other than the rates included in this notice. 

Customers of the District are advised that any corporation, District, body public, or person with a 
substantial interest in the matter may, and showing grounds for the request may intervene in this filing. 
Any motion to  intervene shall be submitted to  the Kentucky Public Service Commission, 211 Sower 
Boulevard, P. 0. Box 615, Frankfort, KY 40602; Attn: Executive Director. (Telephone 502-564-3940) and 
shall set forth the grounds for the request, including the status and interest o f  the party intervening and 
may obtain copies of the rate application and any other filings made by the District by contacting the 
District a t  its‘ main office or by telephone (859-654-6964). Any person may examine the rate application 
and any other filings made by the District a t  the District’s main office located Falmouth, Kentucky, or a t  
the Public Service Commission’s office located a t  211 Sower Blvd., Frankfort, KY 40602, telephone 502- 
564-3940. 





REASON FOR P P LI CAT1 0 N 



PENDLETON COUNTY WATER DISTRICT 
REASONS FOR APPLICATION 

Applicant is applying for a rate increase because their operating income has been declining 
and has actually been a net operating loss for the past four years. To illustrate, I have listed the 
District's Operating lncome/(Loss) for the past six years as reported in our annual PSC Report. 

2006 4,652.00 
2007 55,430.00 
2008 (5,556.00) 
2009 (66,632.00) 
201 0 (84,643.00) 
201 1 (21 5,606.00) 

Although the District has passed through rate increases from their water supplier over the past years, 
they have not had a general rate increase since August 29, 2002. While the cost of labor and 
supplies have continued to increase over the years, our rates have remained the same. We have tried 
to control our expenses but, as you can see, our ability to meet our obligations continues to decline. We 
feel that a rate increase is the only solution. 





CURRENT AND PROPOSED RAT 



PENDLETON COUNTY WATER DISTRICT 
CURRENT & PROPOSED RATES 

Test Year Test Year 
Rates Rates 

111 - 2/29 311 - 12/31 

5/8' X 3/4' Meter through 2" Meter 
First 2,000 Gallons $20.12 $20.24 
Next 3,000 Gallons 
Next 10,000 Gallons 
All Over 15,000 Gallons 

8.71 8.77 
8.21 8.27 
7.1 1 7.17 

Pendleton County High School 
First 125.000 Gallons $91 0.45 $91 7.95 
Over 125,000 Gallons 7.1 1 7.17 

Griffin Industries 
First 400,000 Gallons $2,884.80 $2,908.80 
Over 400,000 Gallons 7.1 1 7.17 

City of Butler 
First 1.672,917 Gallons $5,704.65 $5,805.03 
Over 1,672,917 Gallons 3.41 3.47 

Current 

Effective Rates 
1 I1 1201 2 

Rates Proposed 

$20.36 
8.83 
8.33 
7.23 

$22.45 
9.71 
9.16 
7.95 

$925.45 $1,018.00 
7.23 7.95 

$2,932.80 $3,232.80 
7.23 7.95 

$5,905.41 $6,500.95 
3.53 3.88 



FOR PendIcton Cogntv. Kenhrckv -_- 
Community, Town or City 

P.S.C. Kf. NO. 

I SPZET NO.- 

CAHCZtiZiG ?.S.C. K?'. NO. 

,..--- 

SHEET NO.- 

RATES BNt, CHARGES - 

x 3/." Meter throoah 2' Meter 
First 2.000 Gallone 
Nek3 31000 Gallons 
Next 'l0,DOO Gallons 
AI1 Over 15,000 Gsllons 

PendlebGountv Hiah 
First 125,000 Gallons 
Over 125,000 Gallons 

Griffin industries 
Flrst 400,000 Gallons 
Over~400,OOO Gallons 

Citv of Butler 
First 1,672,817 GaBons 
Over 1,672,817 Gallons 

320.12 
8.71 
8.21 
7"?1 

$910,45 
7.1j 

$2,884.80 
7,qI 

$5,704.65 
3.4 1 

I PUBLIC SERVICE COMMISSION 
OF KENTUCKY 

EFFECTIVE 
311 5/2008 

PURSUANT TO 807 KAR 5-01 1 
SECTION 9 (I) 



CANCZLLINO PBVC. KY. NO, 
SHEET NO. ..- 

518" x 
First 2,000 Gallons 
Next 3,000 Gallom 
Next 10,000 Gallons 
Over 15,000 Oallods 

Fmdleton Corn& Hi& School 
First 125,000 Gallons 
Over XZ5,OOO Gallons 

Meter throuph a 2" Meter 

Griffin Industries 
First 400,000 Gailons 
Over 400,000 Gallons 

City ofI3lrt.l er 
F h t  1,672,917 GdlOnS 
Over 1,672,917 Gallons 

$20.24 
8.77 
8 2 7  
7.17 

$9 1 7.95 
7.17 

$2,908.80 
7.17 

$5,805.03 
3.47 

Minimum Bill 
Per, 1,000 Oallons 
Per 1,000 Gd110~ 
per 1,000 Gallons 

Minimum E%] 
per 1,000 Gallons 

h4 .h i .m~ Bill 
per 1,000 G ~ ~ Q I L S  

Minimw Bill 
Per 1,000 Gallons 

DATE OF ISSUE 1 
KENTUCKY 

JEFF R. DEROUEN 
EXECUTIVE DIRECTOR 

TARIFF BRANCH 

, PUBLIC SERVICE COMMISSION 

13M., $& 
TITLE SpC f ' a r  

(Sibatun oloffiar) 

ICE COMMJSSIONIQFLXEN-EU~KY IN 
CASE NO. I - ooDb2--, 311 /201 I 

PURSUANT TO 807 KAR J:Ol1 SECTION 9 (1) 



FOR Pendleton County. ICentucky . 
Community, Town or City 

-_I.___- P.S.C. ICY. NO. 

Monlh / Dale I Yenr 

1 1  
I f r / z o l Z  
-;- DATE EFFECTIVE 

SHEET NO. 

KENTUCKY - PUBLIC SERVICE COMMISSION--- - 

Pendleton Countv Water D i s n i c t  
(Name of Utility) 

CANCELLING P.S.C ICY. NO,--- . . 

-I 518" x %" Meter throuah 2: Metel: 
First 2,000 Gallons 
Next 3,000 Gallons 
Next 10,ODO Gallons 
All Over 15,000 Gallons 

Griffin Industries 
First 400,000 Gallons 
Over 400,000 Gallons 

Citv of Butlel: 
First 1,672,917 Gallons 
Over I ,672,917 Gallons 

Pendleton County Hm 
First 125,000 Gallons 
Over 125.000 Gallons 

$20.36 
8.83 
8.33 
7.23 

$925.45 
7.23 

$2,932.80 
7.23 

$5,905.41 
3.53 

JEFF R. DEROUEN 
EXECUTIVE DIRECTOR 

TARIFF BRANCH 
ISSUED BY 

(Signature of Officer) 

8d $& TITLE S e c s e  +arv --.- 

EFFECTIVE BY A U T > I O R I N  OF ORDER OP THE PUBLIC SERVICE COMMISSION 
IN CASENO. 2~~/-0&?? D A E D  lg-zq -2011 1/1/2012 

PURSUANT TO 807 KAR 5 01 1 SECTlON 9 (1) 





STATEMENT OF DJUSTED OPERATIONS 



Pendleton County Water District 

SCHEDULE OF ADJUSTED OPERATIONS - WATER UTILITY 
TYE 12/31/2011 

Test Year Adjustments Ref. Pro Forma 

Operatina Revenues 

Sales of Water 

Unmetered Water Sales 

Metered Water Sales 

Bulk Loading Stations 

Fire Protection Revenue 

Sales for Resale 

Total Sales of Water 

Other Water Revenues 

Forfeited Discounts 

Miscellaneous Service Revenues 

Rents from Water Property 

Other Water Revenues 

Total Other Water Revenues 

Total Operating Revenues 

Operatina ExRenses 

Operation and Maintenance Expenses 

Salaries and Wages - Employees 

Salaries and Wages - Officers 

Employee Pensions and Benefits 

Purchased Water 

Purchased Power 

Fuel for Power Production 

Chemicals 

Materials 8 Supplies 

Contractual Services 

Water Testing 

Rents 

Transportation Expenses 

Insurance 

Regulatory Commission Expenses 

Bad Debt Expense 

Miscellaneous Expenses 

Total Operation and Maintenance Expenses 

Depreciation Expense 

Amortization Expense 

Taxes Other Than Income 

Income Tax Expense 

Total Operating Expenses 

Utility Operating Income 

1 ,I 27,932.24 

74,574.90 

1,202,507.14 0.00 

22,281.65 

11,658.38 

3,600.00 

37,540.03 0.00 

1,240,047.17 0.00 

297,297.65 

23,600.00 

93,098.48 

403,942.98 

19,471.96 

83,708.93 -37,343.36 

54,2 16.73 -2,560.00 

1 ,I 85.00 

2,425.22 

21,875.64 

22,096.25 

4,632.00 

4,148.62 -847.86 

1,031,699.46 

348,712.00 - 1  42,574.00 

0.00 

24,743.98 

0.00 

1,405,155.44 -142,574.00 

-1 65,108.27 142,574.00 

1,358,0'11.08 

87,681.38 

1,445,692.46 

22,281.65 

1 1,658.38 

3,600.00 

37,540.03 

1,483,232.49 

297,297.65 

23,600.00 

93,098.48 

403,942.98 

19,471.96 

A 46,365.57 

B 51,656.73 

1 ,185.00 

2,425.22 

21,875.64 

22.096.25 

4,632.00 

C 3,300.76 

990,948.24 

D 206,138.00 

0.00 

24,743.98 

0.00 
1,221,830.22 

261,402.27 



Pendleton County Water District 
References 

Reference 
Letter 

A Test Year Materials & Supplies include the cost of a large unusual repair to a line 
a t  the Ammerman Tank. Schedule D itemizes al l  of the costs charged to Materials 
and Supplies during the test year and details the items that should be eliminated 
from the Pro Forma amount due to the large unusual repair. 

B Test year Contract Services include the cost of a tank evaluation that was done 
during the test year. Since this evaluation is only done once every 5 years, we 
have eliminated 4/5 of the $3,200.00 cost from the Test Year in order for the 
pro forma to show the portion of the cost that is actually attributable to a single 
year. Schedule E itemizes al l  of the costs charged to Contract Services during the 
Test Year and details the cost that has been eliminated from the Pro Forma amount. 

C Test Year Miscellaneous Expense includes several items such as funeral flowers 
that are not considered a necessary cost of operations. Schedule F itemizes all of 
the costs charged to Miscellaneous Expense during the Test Year and details 
the items that have been eliminated from the Pro Forma amount. 

D According to the enclosed 2012 depreciation schedule, Pro Forma depreciation 
expense will be $347,913. This is a reduction of $799 from the test year. In 
addition, the District has been setting funds aside for the replacement of capital 
assets. We feel that we have enough in reserve to reduce the amount of 
depreciation expense to be recouped from customer payments in the attached 
Pro Forma Statements. In order to limit the amount of rate increase to our 
customers to approximately lo%, we have reduced the expected Pro Forma 
depreciation expense of $347,913 by 40.75% or $141,775 to $206,138. 
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REVENUE REQUIREMENTS C 

I 



Pendleton County Water District 
Revenue Requirement Calculation-Debt Coverage Method 

Pro forma Operating Expenses 

Plus: Average Annual Debt Principal & Interest Payments 

Debt Coverage Requirement 
Rural Development 
KRW Loan & Capital Lease 

Total Revenue Requirements 

Less: Other Operating Revenue 

Non-Operating Revenue 

Interest Income 

Revenue Required from Rates 

Less: Revenue from Sales at Present Rates 

Required Revenue Increase 

Debt 
Service Coverage Requirement 

1,221,830.22 

139,894.61 

102,725.84 
37,168.78 

0.2 20,545.17 
0.1 3,716.88 

1,385,986.88 

Required Revenue Increase stated as a Percentage of Revenue at Present Rates 

Cash Flow Produced by Requested Revenue Requirement 
Revenue Requirement - Water Sales 
Add: Other Operating Revenues 
Other Income & Deductions 
Total Revenue Requirement 
Less: Operating Expenses 
Net Operating Income 
Add: Depreciation & Amortization 
Less: Debt Service 
Net Cash Flow 

37,540.03 

9,463.19 

1,338,983.66 

1,215,999.22 

122,984.44 

0.101 139 

1,338,983.66 
37,540.03 

9,463.19 
1,385,986.88 

-1,221,830.22 
164,156.66 
206,138.00 

206,138.00 
-164,156.66 



Series 

RD, Series 1977 

RD, Series 1997 

RD, Series 2004 

RD, Series 2010 

KRW. Series 2001 A 

Pendleton Co Fiscal Ct, Lease 

Totals 

Divide by 3 Years 

3 Year Average Debt Service 

Pendleton County Water District 
Average Annual Debt Service Calculation 

201 2 201 3 201 4 

15,950.00 15,350.00 15,750.00 

43,914.38 44,427.50 44,389.38 

33,155.00 32,795.00 32,435.00 

10,101 2 5  10,003.75 9,906.25 

27,514.26 28,741.76 28,860.13 

9,171 .I 7 8,796.76 8,422.25 

$139,806.06 $140,114.77 $139,763.01 

Total 

201 2-201 4 

47,050.00 

132,731 2 6  

98,385.00 

30,Ol 1.25 

85,116.15 

26,390.1 8 

$41 9,683.84 

3 

139,894.61 

RD Loan & 
Bonds Lease 

201 2-201 4 201 2-201 4 

47,050.00 

132,731 2 6  

98,385.00 

30,011.25 

85,116.15 

26,390.18 

$308,177.51 $1 1 1,506.33 

3 3 

102,725.84 37,168.78 

3 Year Average Debt Service 
Rural Development 
Loan & Capital Lease 





BILLING A N  





Pendleton County Water District 

(1 1 (2) (3) (4) (5) (6) (7) (8) 
Bills Gallons/Mcf First 2000 Next 3000 Next 10,000 Over 15,000 Total 

I I 

First 2,000 Minimum a 992 1,063,355 1,063,355 1,063,355 
Next 3,000 Gallons 2,185 7,424,928 4,370,000 3,054,928 7,424,928 
Next 10,000 Gallons 1,007 7,055,834 2,014,000 3,021,000 2,020,834 7,055,834 
Over 15,000 Gallons 45 1,223,336 90,000 135,000 450,000 548,336 1,223,336 

I I I t 

Totals I 4,2291 16,767,4531 7,537,3551 6,210,928) 2,470,8341 548,3361 16,767,453 
4,229 16,767,453 

(1) 

REVENUE TABLE 
Revenue by Rate increment 

Present Rates 

Average Bill 38.63 

(2) (3) (4) (5) (6) (7) (8) 
Bills GallonslMcf First 2000 Next 3000 Next 10,000 Over 15,000 Total 

I 

First 2,000 Minimum 5,379 
Next 3,000 Gallons 10,866 
Next 10,000 Gallons 4,890 
Over 15,000 Gallons 209 

5,932,323 5,932,323 5,932,323 
21,732,000 15,030,118 36,762,118 36,762,118 

34,898,357 9,780,000 14,670,000 10,448,357 34,898,357 
4,643,210 41 8,000 627,000 2,090,000 1,508,210 4,643,210 

I I 
I I I I I I I 

Totals I 21,3441 82,236,0081 37,862,3231 30,327,1181 12,538,3571 1,508,2101 82,236,008 
21,344 82,236,008 

(1) 

First 2,000 Minimum E 
Next 3,000 Gallons 
Next 10,000 Gallons 
Over 20,000 Gallons 

Totals 

(2) (3) (4) (5) 
Bills Gallons/Mcf Rates Revenue 

21,344 37,862,323 20.24 Minimum 432,002.56 
30,327,118 8.77 per 1,000 265,968.82 
12,538,357 8.27 per 1,000 103,692.21 
1,508,210 7.17 per 1,000 10,813.87 

21,344 82,236,008 812,477.46 

Average Bill 38.07 



Pendleton County Water District 

(2) (3) (4) (5) 
First 2000 Next 3000 

(1) 
Bills Gallons/Mcf 

Test Period from 1/1/2011 to 12/31/2011 
Class: 5/8 X 3/4 Inch through 2" Meters - Residential 

(6) (7) (8) 
Next 10,000 Over 15,000 Total 

First 2,000 Minimum 6,371 
Next 3,000 Gallons 13,051 
Next 10,000 Gallons 5,897 
Over 15,000 Gallons 254 

6,995,678 6,995,678 6,995,678 
44,187,046 26,102,000 18,085,046 44,187,046 
41,954,191 11,794,000 17,691,000 12,469,191 41,954,191 
5,866,546 508,000 762,000 2,540,000 2,056,546 5,866,546 

I I I I I I I 

Totals I 25,5731 99,003,461 I 45,399,6781 36,538,0461 15,009,191 I 2,056,5461 99,003,461 
25,573 99,003,461 

REVENUE TABLE 
Revenue by Rate Increment 

2011 Rates 

Average Bill 38.1 6 

Calculated Residential Revenue 975,846.34 

Residential Revenue Per Books 
Plus Unbilled Adjustment 
Plus Customer Account Adjustments 

971,202.81 
832.40 

Total Residential Revenue Per Books 975,723.55 

Difference 122.79 



Pendleton County Water District 

Next 10,000 Gallons 
Over 20,000 Gallons 

Totals 

15,009,191 8.33 per 1,000 125,026.56 
2,056,546 7.23 per 1,000 14,868.83 

25,573 99,003,461 983,192.61 

(1) (2) 
Bills 

First 2,000 Minimum a 25,573 

(3) (4) (5) 
Gallons/Mcf Rates Revenue 

45,399,678 22.45 Minimum 574,113.85 



Pendleton County Water District 

(8) 
Total 

(2) (3) (4) (5) (6) (7) 
Bills Gallons/Mcf First 2000 Next 3000 Next 10,000 Over 15,000 

(1 1 

128 77,529 77,529 
78,000 49,374 127,374 
48,000 72,000 85,253 205,253 

10 360,667 20,000 30,000 100,000 21 0,667 360,667 

201, 770,823 223,529 151,374 185,253 210,667 770,823 

--- First 2,000 Minimum Bill 
Next 3,000 Gallons 39 127,374 
Next 10,000 Gallons 24 205,253 
Over 15,000 Gallons 

Totals 

(2) 
Bills 

(1) 

Average Bill 41.70 

(5) 
Revenue 

(4) 
Rates 

(3) 
Gallons/Mcf 

Test Period from 3/1/2011 to 12/31/11 
Class: 5/8 X 3/4 Inch Meters - Commercial 

(2) (3) (4) (5) (6) 
Bills GallonslMcf First 2000 Next 3000 Next 10,000 

(1) 
I I I 

(8) 
Total 

(7) 
Over 15,000 

First 2,000 Minimum Bill 
Next 3,000 Gallons 
Next 10,000 Gallons 
Over 15,000 Gallons 

606 413,554 
211 702,354 YLL,UU 

137 1,194,904 274,OOul L+ I I , u w u  .JWY,JU-T I ,  I "T,"" r 

69 5,275,550 138,0001 207,000 690.000 4,240,550 5,275,550 
I 

41 3,554 
Inn nn 0 

n 

REVENUE TABLE 
Revenue by Rate Increment 

2011 Rates 

41 3,554 
280,354 702,354 

nnn cnn MA I I O A O n A  

I I 
I 

I I 68,912.03 

Average Bill 67.36 

I 

Totals 1,0231 7,586,3621 

I I 
- D O C *  .I +nn ,904 4,240,550 7,586,362 



Pendleton County Water District 

(3) (4) (5) (6) (7) (2) 
Bills Gallons/Mcf First 2000 Next 3000 Next 10,000 Over 15,000 

(1) 

First 2,000 Minimum Bill 734 491,083 491,083 
Next 3,000 Gallons 250 829,728 500,000 329,728 
Next 10,000 Gallons 161 1,400,157 322,000 483,000 5951 57 
Over 15,000 Gallons 79 5,636,217 158,000 237,000 790,000 4,451,217 

Totals 1,224 8,357,185 1,471,083 1,049,728 1,385,157 4,451,217 

USAGE TABLE 
Usage by Rate Increment 

Test Period from 1/1/2011 to 12/31/2011 

(8) 
Total 

491,083 
829,728 

1,400,157 
5,636,217 

8,357,185 

Class: 5/8 X 3/4 Inch Meters - Commercial 

REVENUE TABLE 
Revenue by Rate Increment 

2011 Rates 

I I I I 

Totals I 1,2241 8,357,1851 I 77,293.39 

Average Bill 63.1 5 

Calculated Revenue - Commercial 77,293.39 
Calculated Revenue - Pendleton County High School 12,004.99 
Total Commercial Revenue Expected 89,298.38 

Commercial Revenue - Per Books 
Less Unbilled Adjustment 
Total Commercial Revenue - Per Books 

89,930.93 

I Difference -347.20 



Pendleton County Water District 

REVENUE TABLE 
Revenue by Rate Increment 

201 2 Rates 
Class: 5/8 X 3/4 inch Meters - Commerclai 

(5) 
Revenue 

(4) 
Rates 

(2) (3) 
Bills Gallons/Mcf 

(1) 

I 

Average Bill 63.65 

REVENUE TABLE 
Revenue by Rate Increment 

Proposed Rates 

Average Bill 70.05 



Pendleton County Water District 

(1 1 (2) (3) (4) (5) (6) (7) 
Bills Gallons/Mcf First 2000 Next 3000 Next 10,000 Over 15,000 

3 4,824 4,824 

1 6,954 2,000 3,000 1,954 
2 42,000 4,000 6,000 20,000 12,000 

First 2,000 Minimum Bill 
Next 3,000 Gallons 8 29,802 16,000 13,802 
Next 10,000 Gallons 
Over 15,000 Gallons 

(8) 
Total 

4,824 
29,802 
6,954 

42,000 

I I I I I I I 

141 83,5801 26,8241 22,8021 21,9541 12.0001 83,580 Totals 

I (4) (3) 
Rates 

(2) 
Bills Gallons/Mcf 

(1) 

I 

(5) 
Revenue 

(2) (3) (4) (5) (6) (7) 
Bills GallonslMcf First 2000 Next 3000 Next 10,000 Over 15,000 

(1) 

15 21,315 21,315 
36 118,911 72,000 46,911 
16 128,028 32,000 48,000 48,028 

First 2,000 Minimum Bill 
Next 3,000 Gallons 
Next 10,000 Gallons 
Over 15,000 Gallons 3 62,500 6,000 9,000 30,000 17,500 

(8) 
Total 

21,315 
118,911 
128,028 
62,500 

I I I I I I I 

701 330,7541 131,3151 103,9111 78,0281 17,5001 330,754 Totals 

REVENUE TABLE 
Revenue by Rate Increment 

2011 Rates 

I I I I 
Totals 701 330,7541 I 3,098.87 

Average Bill 44.27 



Pendleton County Water District 

(1) (2) (3) (4) 
Bills Gallons/Mcf First 2000 

USAGE TABLE 
Usage by Rate Increment 

Test Period from 1/1/2011 to 12/31/2011 

(5) (6) (7) (8) 
Next 3000 Next 10,000 Over 15,000 Total 

Class: 5/8 X 3/4 Inch Meters - Industrial 

First 2,000 Minimum Bill 
Next 3,000 Gallons 
Next 10,000 Gallons 
Over 15,000 Gallons 

J 

18 26,139 26,139 26,139 
44 148,713 88,000 60,713 148,713 
17 134,982 34,000 51,000 49,982 134,982 
5 104,500 10,000 15,000 50,000 29,500 104,500 

(1) (2) (3) 
Bills Gallons/Mcf 

I I I I I I I 
Totals 841 414,3341 158,1391 126,7131 99,9821 29,5001 414,334 

(4) (5) 
Rates Revenue 

REVENUE TABLE 
Revenue by Rate Increment 

2011 Rates 

First 2,000 Minimum Bill 
Next 3,000 Gallons 
Next 10,000 Gallons 
Over 20,000 Gallons 

84 158,139 20.1 a20.24 Minimur 1,698.48 
12671 3 8.7V8.77 per 1,000 1,109.90 
99,982 8.2118.27 per 1,000 825.53 
29,500 7.1 1/7.17 per 1,000 21 0.80 

I I I i 

Totals I 841 414,3341 I 3,844.71 

Average Bill 45.77 

Calculated Revenue - Industrial 3,844.71 
Calculated Revenue - Griffins 62,674.92 
Total Industrial Revenue Expected 66,519.63 

Industrial Revenue - Per Books 
Less Unbilled Adjustment 
Total Commercial Revenue - Per Books 

66,798.50 

I Difference -0.01 I 



Pendleton County Water District 

(1) 

REVENUE TABLE 
Revenue by Rate Increment 

Class: 5/8 X 3/4 Inch Meters - Industrial 2012 Rates 

(2) (3) (4) (5) 
Bills Gallons/Mcf Rates Revenue 

First 2,000 Minimum Bill 
Next 3.000 Gallons 
Next 10,000 Gallons 
Over 20,000 Gallons 

84 158,139 20.36 Minimum 1,710.24 
126,713 8.83 per 1,000 1 ,118.88 
99,982 8.33 per 1,000 832.85 
29,500 7.23 per 1,000 21 3.29 

I I I I 
Totals 841 414,3341 I 3,875.25 

(1 1 (2) 
Bills 

Average Bill 46.13 

(3) (4) (5) 
Gallons/Mcf Rates Revenue 

First 2,000 Minimum Bill 
Next 3,000 Gallons 
Next 10,000 Gallons 

8 

84 158,139 22.45 Minimum 1,885.80 
126,713 9.71 per 1,000 1,230.38 

91 5.84 99,982 9.16 per 1,000 

I I I 
Totals 841 414,3341 I 4,266.55 

Average Bill 50.79 

Over 20,000 Gallons 29,500 7.95 per 1,000 234.53 



Pendleton County Water District 

(5) (6) (7) 
Over 125,000 

(1) (2) (3) (4) 
Bills Gailons/Mcf First 125,000 

First 125,000 Gallons 2 142,450 142,450 
~ 

Over 125,000 Gallons 0 0 0 0 

Totals 2 142,450 142,450 0 0 0 

USAGE TABLE 
Usage by Rate increment 

Test Period from 1/1/2011 to 2/29/2011 

(8) 
Total 

142,450 
0 

142,450 

(3) (4) (2) 
Bills Gailons/Mcf Rates 

(1) 

I I I 

First 125,000 Minimum I 21 142,4501910.45 Minimum 1 1,820.90 
Over 125,000 Gallons 1 ! 017.11 per 1,000 1 0.00 

(5) 
Revenue 

I I I I 
Totals 21 142,4501 I 1,820.90 

Average Bill 910.45 

(4) (5) (6) (1) (2) (3) 
Bills Gallons/Mcf First 125,000 

First 125,000 Gallons 7 553,000 553,000 
Over 125,000 Gallons 3 515,110 375,000 

Totals 10 1,068,110 928,000 0 0 

Test Period from 3/1/2011 to la3111 1 

(7) (8) 
Over 125,000 Total 

553,000 
140,110 515,110 

140,110 1,068,110 

(2) (3) (4) 
Rates 

(1) 
Bills Gallons/Mcf 

(5) 
Revenue 

I I I I 

Totals 101 1.068,llOl I 10,184.09 

Average Bill 1,018.41 

First 125,000 Minimum 
Over 125,000 Gallons 

10 928,000 91 7.95 Minimum 9,179.50' 
1,004.59 140,110 7.1 7 per 1.000 



Pendleton County Water District 

(2) (3) (4) (5) (1) 
Bills Gallons/Mcf First 125,000 

First 125,000 Gallons 9 695,450 695,450 
Over 125,000 Gallons 3 515,110 375,000 

Totals 12 1,210,560 1,070,450 0 

USAGE TABLE 
Usage by Rate Increment 

Test Period from 1/1/2011 to 12/31/2011 

(6) (7) (8) 
Over 125,000 Total 

0 695,450 
140,110 515,110 

0 140,110 1,210,560 

Class: Pendleton County High School - Commercial 

(1 1 (2) (3) 
Bills Gallons/Mcf 

(4) (5) 
Rates Revenue 

REVENUE TABLE 
Revenue by Rate Increment 

2011 Rates 

First 125,000 Minimum 12 1,070,450 910.45/917.95 Minim 11,000.40 
Over 125,000 Gallons 140,110 7.11/7.17per 1,000 1,004.59 

I 

Totals I 121 1,210,5601 I 12,004.99 
Average Blll 1,000.42 



Pendleton County Water District 

(1) (2) (3) (4) (5) 
Bills Gallons/Mcf Rates Revenue 

First 125,000 Minimum 12 1,070,450 925.45 Minimum 11,105.40 
Over 125,000 Gallons 140,110 7.23 per 1,000 1,013.00 

Totals 121 1,210,5601 12,118.40, 

(1) (2) (3) 
Bills Gallons/Mcf 

(4) (5) 
Rates Revenue 

First 125,000 Minimum 
Over 125,000 Gallons 

I I I I 

Totals 121 1,210,5601 1 13,329.87 

Average Bill 1,110.82 

12 1,070,450 1,018.00 Minimum 12,216.00 
140,110 7.95 per 1.000 1,113.87 



Pendleton County Water District 

(2) (3) (4) (5) (7) (6) 
Over 400,000 Bills GallonslMcf First 400,000 

(1) 

0 0 First 400,000 Gallons 0 

Totals 2 1,080,570 800,000 0 

2 1,080,570 800,000 280,570 

0 280,570 

~ O x r  400,000 Gallons 

USAGE TABLE 
Usage by Rate Increment 

Test Period from 1/1/2011 to 2/29/2011 

(8) 
Total 

0 
1,080,570 

1,080,570 

(4) 
Rates 

(3) (2) 
Bills GallonslMcf 

(1) (5) 
Revenue 

I I I I 
Totals 21 1,080,5701 I 7,764.45 

Average Bill 3,882.23 

First 400,000 Minimum 
Over 400,000 Gallons 

Test Period from 3/1/2011 to 12/31/2011 

2 800,000 2,884.80 Minimum 5,769.60 
1,994.85 280,570 7.1 1 per 1,000 

Class: Griffin Industries - Industrial 

(2) (3) (4) (5) (6) (7) 
Over 400,000 Bills Gallons/Mcf First 400,000 

(1 1 

0 0 0 First 400,000 Gallons 
Over 400,000 Gallons 

Totals 

10 7,601,460 4,000,000 3,601,460 

10 7,601,460 4,000,000 0 0 3,601,460 

(8) 
Total 

0 
7,601,460 

7,601,460 

REVENUE TABLE 
Revenue by Rate Increment 

Present Rates 

(4) 
Rates 

(2) (3) 
Bills Gallons/Mcf 

(1) (5) 
Revenue 

First 400,000 Minimum 
Over 400,000 Gallons 

I I I I 

Totals 101 7,601,4601 I 54,910.47 

Average Bill 5,491.05 

10 4,000,000 2,908.80 Minimum 29,088.00 
3,601,460 7.17 per 1,000 25,822.47 



Pendleton County Water District 

(1 1 (2) (3) 
Bills Gallons/Mcf 

First 400,000 Gallons 0 0 
Over 400,000 Gallons 12 8,682,030 

Totals 12 8,682,030 

Test Period from 1/1/2011 to 12/31/2011 

(4) (5) (6) (7) (8) 
First 400,000 Over 400,000 'Total 

0 0 
4,800,000 3,882,030 8,682,030 

4,800,000 0 0 3,882,030 8,682,030 

(1 1 (2) (3) (4) (5) 
Bills Gallons/Mcf Rates Revenue 

I I I I 

First 400,000 Minimum I 121 4,800,000~2,884.80/2,908.80 34,857.60 
Over 400,000 Gallons I ] 3,882,03017.1 1D.17 per 1,OOOl 27,817.32 

I I I I 
Totals 121 8,682,0301 I 62,674.92 

Average Bill 5,222.91 



Pendleton County Water District 

(1 1 

REVENUE TABLE 
Revenue by Rate Increment 

Class: Griffln lndustrles - Industrial 2012 Rates 

(2) (3) (4) (5) 
Bills GalJons/Mcf Rates Revenue 

I I I 

First 400,000 Minimum 
Over 400,000 Gallons 

12 4,800,000 2.932.80 Minimum 35,193.60 
3,882.030 7.23 per 1,000 28,067.08 

I I I I 

Totals I 121 8,682,0301 I 63,260.68 

Average Bill 5,271.72 

REVENUE TABLE 
Revenue by Rate increment 

Proposed Rates Class: Griffln Industries - Industrial 

Average Bill 5,804.65 



Pendleton County Water District 

(2) (3) (4) (5) (6) (7) 
Over 1,672,917 Bills Gallons/Mcf First 1,672,917 

(1) 

0 0 First 1,672,917 Gallons 0 
2 4,235,350 3,345,834 889,516 

2 4,235,350 3.345,834 0 0 889,516 

Over 1,672,917 Gallons 

Totals 

USAGE TABLE 
Usage by Rate Increment 

Test Period from 1/1/2011 to 2/29/2011 

(8) 
Total 

0 
4,235,350 

4,235,350 

Class: Wholesale 

(3) (2) 
Bills Gallons/Mcf 

(1) (5) 
Revenue 

(4) 
Rates 

REVENUE TABLE 
Revenue by Rate Increment 

2011 Rates 

First 1,672.917 Gallons 2 3,345,834 5.704.65 Minimum ' 11,409.30 
Over 1,672,917 Gallons 889,516 3.41 per 1.000 3,033.25 - 

(2) (3) (4) (5) (6) (7) 
Over 1,672,917 Bills Gallons/Mcf First 1,672,917 

(1) 

6 9,459,910 9,459,910 
4 7,155,400 6,691,668 463.732 

First 1,672,917 Gallons 
Over 1,672.917 Gallons 

Totals 10 16,615,310 16,151,578 0 0 463,732 

(8) 
Total 

9,459.910 
7,155,400 

16,615,310 

I I I I 

Totals 21 4,235,3501 I 14,442.55 

Average Blll 7,221.27 

(2) 
Bills 

(1) 

Test Period from 3/1/2011 to 12/31/2011 
Class: Wholesale 

(5) 
Revenue 

(4) 
Rates 

(3) 
Gallons/Mcf 

First 400,000 Minimum 
Over 400,000 Gallons 

REVENUE TABLE 
Revenue by Rate Increment 

2011 Rates 

58,050.30 
1,609.1 5 

10 16,151,578 5.805.03 Minimum 
463,732 3.47 per 1,000 

I I I I 

Totals 101 16,615,310) I 59,659.45 

Average Bill 5,965.95 



Pendleton County Water District 

(1) (2) (3) (4) (5) (6) 
Bills Gallons/Mcf First 1,672,917 

First 1,672.917 Gallons 8 12,805,744 9,459,910 
Over 1,672,917 Gallons 4 8,044,916 10,037.502 

Totals 12 20,850,660 19,497,412 0 0 

Test Period from 1/1/2011 to 12/31/2011 
Class: Wholesale 

(7) (8) 
Over 1,672,917 Total 

9,459,910 
1,353,248 11,390,750 

1,353,248 20,850,660 

(1) (2) (3) (4) 
Bills Gallons/Mcf Rates 

REVENUE TABLE 
Revenue by Rate Increment 

2011 Rates 

(5) 
Revenue 

First 400,000 Minimum 
Over 400,000 Gallons 

12 19,497,412 5,704.65/5,805.03 Minim 69,459.60 
1,353,248 3.4113.47 per 1,000 4,642.40 

Totals I 121 20,850,6601 I 74,102.00 

Average Bill 6,175.1 7 

Calculated Revenue - Wholesale 74,102.00 

Wholesale Revenue - Per Books 
Less Unbilled Adjustment 
Total Wholesale Revenue - Per Books 

74,574.90 

Difference 0.00 



Pendleton County Water District 

(1 1 

Class: Wholesale 

(2) (3) (4) (5) 
Bills Gallons/Mcf Rates Revenue 

REVENUE TABLE 
Revenue by Rate Increment 

201 2 Rates 

First 400,000 Minimum 
Over 400,000 Gallons 

I 
12 19,497,412 5,905.41 Minimum 70,864.92 

1,353,248 3.53 per 1,000 4,776.97 

(1) 

First 400,000 Minimum 
Over 400.000 Gallons 

I I I I 

Totals I 121 20,850,6601 I 75,641.89 

Average Bill 6,303.49 

(2) (3) (4) (5) 
Bills GallonslMcf Rates Revenue 

12 19,497,412 6,500.95 Minimum 78’01 1.40 
1,353,248 3.88 per 1,000 5,250.60 

Class: Wholesale 

Totals 

REVENUE TABLE 
Revenue by Rate Increment 

Proposed Rates 

121 20,850,6601 I 83,262.00 





DEPRECATION SCHEDULE 
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OUTSTANDING DEBT INSTRUMENTS 
Rural Development Bonds of 1977 
Rural Development Bonds, Series 1997 
KY Rural Water Revenue Bonds, Series 2001 
Rural Development Bonds, Series 2004 
Rural Development Bonds, Series 2010 
KY Assoc. of Counties Leasing Trust Program 





PENDLETON COUNTY WATER DISTRICT 

RURAL DEVELOPMENT REVENUE BONDS ISSUE DATE 
SERIES 1977 

Payment 
Date 

12/1 / I  997 
6/1/1998 

12/1/1998 
6/1/1999 

12/1 / I  999 
6/1/2000 

1211 12000 
6/1/2001 

12/1/2001 
6/1/2002 

12/1/2002 
6/1/2003 

12/1/2003 
6/1/2004 

12/1/2004 
6/1/2005 

12/1/2005 
6/1/2006 

12/1/2006 
6/1/2007 

12/1/2007 
6/1/2008 

12/1/2008 
6/1/2009 

12/1/2009 
6/1/2010 

1 2/1/20 1 0 
6/1/2011 

12/1/2011 
6/1/2012 

12/1/2012 
6/1/20 1 3 

12/1/2013 
6/1/20 I 4 

1 2/1/20 14 
6/1/2015 

1 2/1/20 1 5 
6/1/2016 

12/1/2016 
6/1/2017 

1 2/1/20 1 7 
Totals 

Principal 
Due 

6,000.00 

6,000.00 

6,000.00 

7,000.00 

7,000.00 

7,000.00 

8,000.00 

8,000.00 

9,000.00 

9,000.00 

10,000.00 

10,000.00 

11,000.00 

11,000.00 

12,000.00 

12,000.00 

13,000.00 

13,000.00 

14,000.00 

Interest 
Due 

4,850.00 
4,850.00 
4,700.00 
4,700.00 
4,550.00 
4,550.00 
4,400.00 
4,400.00 
4,225.00 
4,225.00 
4,050.00 
4,050.00 
3,875.00 
3,875.00 
3,675.00 
3,675.00 
3,475.00 
3,475.00 
3,250.00 
3,250.00 
3,025.00 
3,025.00 
2,775.00 
2,775.00 
2,525.00 
2,525.00 
2,250.00 
2,250.00 
1,975.00 
1,975.00 
1,675.00 
1,675.00 
1,375.00 
1,375.00 
1,050.00 
1,050.00 

725.00 
725.00 
375.00 

MATURITY DATE 
INTEREST RATE 
ORIGINAL ISSUE 

Principal 
& interest 

15,700.00 

15,400.00 

15,100.00 

15,800.00 

15,450.00 

15,100.00 

15,750.00 

15,350.00 

15,950.00 

15,500.00 

16,050.00 

15,550.00 

16,050.00 

15,500.00 

15,950.00 

15,350.00 

15,750.00 

15,100.00 

15,450.00 

512611 978 
12/1/2017 

5.00% 
$263,000.00 

Principal 
Balance 

I 94,000.00 
194,000.00 
188,000.00 
188,000.00 
182,000.00 
182,000.00 
176,000.00 
I 76,000.00 
169,000.00 
169,000.00 
162,000.00 
1 62, GOO. 00 
155,000.00 
155,000.00 
147,000.00 
147,000.00 
139,000.00 
139,000.00 
130,000.00 
130,000.00 
121,000.00 
121,000.00 
11 1,000.00 
11 1,000.00 
101,000.00 
101,000.00 
90,000.00 
90,000.00 
79,000.00 
79,000.00 
67,000.00 
67,000.00 
55,000.00 
55,000.00 
42,000.00 
42,000.00 
29,000.00 
29,000.00 
15,000.00 
15,000.00 

15,000.00 375.00 15,750.00 0.00 
194.000.00 117.600.00 31 1.600.00 





BOND RESOLUTION 

PENDLETON !*IATER DISTRICT 

WATERVORKS ~~ BONDS OF 1977 

IN TBF AMOuiJT" OF 

. $263,000 
..' . . .. 
. '  . 

~ . : I .. . 

/- 



I N D E X  

COUNTY OF PFJIDLETON, KEMTCICRY, WATERWORRS REVENUE BONDS OF 1977, IN THE 
AMOUNT OF $263,000. 

Section 
P 

101 
102 

103 
104 
10s. 
106 

I07 

201 
202 
203 

204 
20s 

206 

301 

302 
303 

T i t l e  - Page - 

ARTICLE 1 - PmUeOSEf. AUTHORITY; CONSTRUCTION 
PROJECT;; AUTHORIZATION: OF BONDS; 3 
SECOND. LIEN. 

D E F I N I T I O N S  
PURPOSE; CONSTRUCTION OF CONSTRUCTION PROJECP; 
WmmORKS, SYSTEM TO %ORlXl!KE TO BE OPERATED AS 
A: REVEHUE-PRODUCmG PUBLIC PROJECT & AUTHORITZT 
CONSTRUCTION AWARD APPROVED; WORK AUTBORIZED 
DECLARATION OF PERIOD OF USEFULNESS 
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ARTICLE. 2 - THE BONDS; REGIS-. BONDS AND 
REGISTRABLE COUPON BONDS; MATURImsT; 
PAYOR EANKS; EXECUTION;. PRIOR: REDEMP- 
TION; ANDrBOND' FORMS 
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ISSUANCE. OF FULLY REGISTERED BOND(S) 
FULLY REGISTERED BOND@) CONVERTIBLE INTO 
COUPON BONDS 
PLACE OF PAYMENT AND M A N N b  OF EXECUTION 
PROVISIONS A S  TO REGISTRATION OF COUPON BONDS 
AND PRIOR REDEMPTION 
BOND FORMS 

A.. COUPON BONDS 
B, FULLY REGISTERED BOND 

ARTICLE 3 - CONSTRUCTION ACCOUNT; INTESIM 
FINANCING; INVES=OF PROCEEDS; 
AND FEDERAL ARBITRAGE LIMITATIONS 

THECONSTRUCTION ACCOUNT; FIDELITY BOND OF 
TREASURER; APPLXCATION OF PROCEEDS OF BONDS 
INTERIM FINANCING AUTHORIZATION 
INVESTMENT PROCEEDS; FEDERAL ARBITRAGE LIMITATIONS 

3 
J 

5 .  
6 .  
b 
Ea 

8. 

8: 

a 
9 
ll 
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12 
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14 

14- 
21 
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27 
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33 
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401 
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505 

506 

601 
602 
603 

604 

605 

606. 

607 

608 

- T i t l e  Page 

AnTICLE 4 - OPERATION OF SPSTEM; FLOW OF FUNDS; 
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BOND RESOLUTION 

RESOLUTION OF THE PEXDLETON COUNTY WATER DISTRICT OF 
PENDLETOI? AND WfPBELL COUNTIES, I(ENTUCKY, AUTHORIZING 
ANDtPROVIDNG FOR THE. ISSUANCE AND SALE OF TlJO HUNDRED 

OF PLSDLETON C0I;NTY WATER DISTRICT WATERVORKS REVENUE 
BONDS OF 1977, FOR TlIE PURPOSE OF FINANCING THE COST (NOT 
OTHERWISE PROVIDED) OF THE CONSTRUCTION OF EXTENSIONS, 
ADDITIONS AND IMPROVEMENTS TO THE EXISTING WATERktORKS 
SYSTEM O F  THE DISTRICT; SETTING FORTH TERMS AND CONDITIONS 
UPON WHICH SAID-PROPOSED BONDS. OF 1977 MAY BE ISSUI?D AS 
SECOND LIEN BONDS, SUBJECT TO THE VESTED RIGHTS AND 
PRIORITIES Ill FAVOR OF $227,000 OF OUTSTANDING WATERWORXS 
SYSTEM REVENUE BONDS, DATED DECENBER I, 1961, PROVIDING 
FOR THE.COLLECTION, SEGREGATION AND DISTRIBUTION OF 
THE REVENUES OF SAID WATERWORKS SYSTM; AND PROVIDING FOR 
AN ADVERTISED, PUBLIC, COMPETITNE SALE OF SAID B O D S ,  

SIXTY-TEmEE TIIOUSAXI DOLLARS ($263 ,,OOO) PRINCIPAL AMOUNT 

. -  

WHEREAS,, t h e  waterworks system of t h e  Pendleton County Watez 

D i s t r i c t  is awned and operated by eafd Dfstdc+ under Chapter 74 and Sections 

96.350 through 96.510, inclusive, of t h e  Kentucky R e v i s e d ;  Statutes ,  and 

in t h a t  connection t h e  District present ly  h a s  outs tanding $227,000 of Bonds 

($221,000 after December I, 1977), designated as Pendleton County Water 

District Waterworks Systen Revenue Bonds, dated December 1, 1961 ( t h e  "Bonds 

of  1961") * scheduled t o  mature seriaU.y on December 1 i n  each of the respect ive 

years, 1977 through 1996, inclusive,  which Bonds of 1961, by t h e i r  terms,. 

are payable from and secured by a f i r s t  pledge of t he  revenues derived 

from t h e  operation of (and by a first s t a tu to ry  mortgage lien against) said 

waterworks system, and 

WHEREAS, a l l  of said Bonds of 1961 present ly  outstanding are 

curren t  a s  t o  payment of both  pr inc ipa l  and i n t e r e s t ,  and for the secu r i ty  

of  which-a ce r t a in  SinMng Fund and. ce r t a in  reserves are being maintained 

in the  manner and by t he  means prescribed in the  1961 Bond Resolution, and 



IJHEREAS, it is t h e  d e s i r e  and i n t e n t  of t h e  District at this .  t i m e  

t o  adopt t h i s  Resolution pursuant t o  the provisions of s a i d  Statutes ,  to 

authorize and provide f o r  t h e  issuance of ' revenue  bonds i a t h e  p r i n c i p a l  

amount of $263,000, for t he  purpose of defraying t h e  c o s t  (not otherwise 

provided) of t h e  conetruct ioa of extensions,. additions. and. improvements. to  

t h e  existing waterworks system. of the. District in accordance with plans.  and 

spec i f ica t ions  prepared by Mayes,. Sudderth 61 Ethredge, Tnc,, Consulting 

Engineers, Lexington, Kentucky, now on fila i n  the  o f f i c e  o f  the- Secretary 

of the  District, and t o  prescr ibe the  covenants of t h e  District, t h e  rlghts. 

of bondholders and t h a  d e t a i l s  of t h e  issuance and s a l e  of the  prdposed 

bonds, and t h a t  such proposed Bonds of 1977 be issued 8s second lien. bonds, 

subject. to t h e  vested r i g h t s  and. p r i o r i t i e s  ia favor  of t h e  holders of said 

L 

. outstanding Bonds of 1961, under and; pursuant to: s a id  S ta tu tes ,  and- 

WHEREAS, the  PubTic Service Comwfseion of Kentucky issued. an 

Order on July 20, 1977, grant ing t o  t h e  District a Certificate of Publ ic  

Convenience and Necessity, authorizing the  construction of said extensions,. 

addi t ions and improvements, and 
c 

WHEREAS, t h e  proceeds. o f  -said Bonds of 1977 W f U ,  bet supplemented 

' by a Federal (EDA) grant i n  t h e  amount of approximately $263,000, and by. 

waterworka connection charges i n  t h e  amount of a t  least '$ll,OOO, t o  provide. 

the t o t a l  cos t  of such construction, and t o  es tab l i sh  an Ini t fa l  Resenre . 
Fund for the  operat ion of the  waterworks system after the completion of such 

construction, and 

WHEREAS, t h e  District h a s  entered i n t o  an. Amended Contract for 

Purchase of Treated Water with t h e  City of But le r ,  Kentucky, assuring t h e  

District an adequate supply of water f o r  a s  long a s  any of the  proposed 

Bonds of 1977 shall b e  outstanding, 

- 2 -  



NOW THEREFORE, I T  IS HEREBYRESOLVEXI BY THE COMMISSION OF THE 
PENDLETON COUNTY WATER DISTRICT O F  PENDLETON AM) CAMPBELL COUNTIES, KENTUCKY, 
AS FOLLOWS: 

ARTICLE 1, 

PURPOSE; AUTHORZTY; CONSTRUCTION PROJECT; 
AUTHORIZATION OF BONDS; SECOND LIEN, 

SECTTOX - 101. DEFINITIONS. 

&%used i n  t h i s  Resolution, unless  t he  context r equ i r e s  otherwise: 

"ALTERNATE PAYOR BANK'" means t h e  a l t e r n a t e  bank, if ahy, designated 
as  t h e  alternate payor of t h e  Bonds, which designat ion may be made by t h e  
successfu l  purchaser of t h e  Bonds, 

"BEGINNING MONTH" means t h e  month following t h e  month in which 
the Bonds authorized here in  are issued,  so ld  and del ivered  t o  the  purchaser 
thereof. 

"BOND," "OWNER,'" "HOLDER," and. "PERSON'* shall i nc lude  t h e  plural ,  
as w e l l  as the: s i n g u l a r  number unless  t h e  context  s h a l l  otherwise ind ica te ,  
The term "bondholder" means and contemplates, u n l e s s  t h e  context  o t h e m d s e  
ind ica tes ,  t h e  ho lde r s  of t h e  Bonds and/or  coupon8 a t  t h e  t ime issued and 
outstanding hereunder, o r  any of them, and shall b e  deemed t o  include the 
r eg i s t e red  owner of a Fully Registered Bond provided for herein, 

"CO'II~ISSIOS" means t h e  Copissior t  of t h e  Pendleton. County Water 
District of Pendleton and Campbell Counties, Kentucky, o r  such o t h e r  body 
as shall b e  the governing body of sa id  Dis t r ic t  under t h e  laws of Kentucky 
at any g iven  time, 

"CONSTRUCTION PROJECT" o r  "WATERWORKS CONSTRUCTION PROJECT" refers 
s p e c i f i c a l l y  t o  the  construct ion of the  current ly  proposed extensions, addi-- 
t i o n s  and improvements t o  t h e  ex is t ing  waterworks system of the District, 
which construction p r o j e c t  is being financed by the  Current Bonds. here in  
authorized (supplemented by other funds). .. 

"CuRRE?JT BONDS'" o r  "BONDS OF 77"' refers t o  t h e  $263,000 of Bonds 
authorized herein, beartng the  designation "Pendleton County Water District  
Waterworks Revenue Bonds of 1977," t o  be dated as of the  d a t e  of issuance 
thereof. 

"CURRENT BOND RESOLUTION" refers to  t h i s  "1977 BOND RESOLUTION" 
authorizing the Bonds of 1977. 
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"CURRENT SINICING FUEFD" o r  "1977 SINKING FUND" refers t o  t he  
Pendleton County Vater District Waterworks Bond and I n t e r e s t  Sinking Fund 
of 1977, created i n  Sec t ion  401B of this Current Bond Resolution, 

"DEPRECIATION. FUND" o r  "1961 DEPRECIATION FUND" refers t c r  the 
DepreciationFund, created i n  t h e  1961 Bond Resolution, 

"DISTRICT" refers. to8 t h e  Pendleton County Water Distrfct, of 
Pendleton. and Campbell Counties,. Kentucky, 

"ENGINEER" o r  "ENGINEERS" or "CONSULTING: ENGINEERS" refers t o  t h e  
Engineers or any one of them, who prepared t h e  p l a n s  and spec i f i ca t ions  f o r  
the cons t ruc t ion  of t h e  construct ion p r o j e c t  and whcr. will supervise the: cou- 
structioa: thereof and/or w i l 2  furnish f u l l  time r e s i d e n t  inspectlolrr of the- 
construct ion of t h a  construct ion project ,  and shaU be deemed to refet to 
Mayes, Sudderth & Ethredge, Inc,, S u i t e  410,. The Lexington Building, 
Lexington, Kentucky 40507, or a m e m b e r  of said: firm,. o r  t h e i r  successors  
or successor, 

wm3gcL'r 

of the Department 
o r  ''GOVE~lENT'c m e a n s  t h e  Farmers Home Admf.nistratiom 
of Agrfculturs of t h e  Unit& States G o v e r n m e n t ,  

REGISTERED BOND', refers t m  a single or series o f  nego t i ab le  
(subject  to r e g i s t r a t i o n  requirements as t o  t r ans fe rab i l i t y ,  as h e r e i n  pre- 
scr ibed)  Bond(s) payable t o  t h e  r eg i s t e red  owner (if such purchaser shall 
elect- to t a k e  t h e  Current Bonds so purchased i n  the  form of a Fully Regis- 
tered Bond), of t h e  form set o u t  in  t h i s  Reaolution- under t h e  title "(FORM 
OF FULLY REGISTEZiED BOXD)." 

**INDEPENDENT CONSULTING &GZNEER*# or YONSOLTING ENGTNEERY refers 
. t o  an Independent Consulting Engineer o r  f i r m  of Engineers of recognized 

excellent reputa t ion  ia the  f i e l d  of waterworks system engineering, and 
such d e f i n i a o n  includes the  Engineers named above, 

"ORIGINAL PURCHASER" means t he  agency, person, firm or f i rms  t o  
horn t h e  Current Bonds here in  authorized are awarded at t h e  public sale of 
the Bonds. or t h e i r  successors,. and such  d e f i n i t i o n  shall r e f e r  t o  t h e  FmtlA 
if it is t h e  o r i g i n a l  purchaser of the Current Bonds at sa id  pub l i c  sale, 

"PARITY BONDS'' means bonds which may be issued. in the fu ture ,  
i n  addi t ion tu t h e  $263,000 of Current Bonds herein. spec i f i ca l ly  author- 
ized, which bonds issued in the f u t u r e w i l l ,  pursuant t o  the provis ioas  
of t h i s  Current Resolution, rank on a bas i s  of par i ty  with said outstanding 
Current Bonds, a6 to  pr io r i ty ,  secur i ty  and ~ o u r c e  of payment, and does 
not re fer .  to bonds which might be issued so as t o  rank i n f e r i o r  t o  t h e  s e c u r i t y  
and source of payment of s a id  outstanding Current Bonds. 
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"PAYOR BANK" or "PAYING AGENT" or "DEPOSITORY BANK" mean the  bank 
a t  which the p r i n c i p a l  of and i n t e r e s t  on the  Current Bonds (and t h e , P r i o r  
Bonds) will be payable, and which has  served and s h a l l  continue to se rve  as 
the depository of a l l  of  t h e  var ious funds created in t h e  Prior Bond Resolu- 
t ion,  and which funds will. b e  continued pursuant t o  t h i s  Resolution, which 
bank is the Falmouth. Deposit Bank, Palnouth, Kentucky, o r  its successor, 

''PRIOR. BONDS" refers t o  the! outstanding bonds of the. oxdginat 
authorized i s sue  of $264,000 of bonds designated as "Pendleton County Water 
District Waterworks System Revenue Bonds," dated December 1, 1963, 

"PRIOR BOND ORDIEIANCE" r e f e r s  t o  t h e  Ordinance authorizing the. 
Bonds of 1961, duly enacted by t h e  Commission of t h e  District. OIL August 16, 
1962. I 

"PRIOR SINHING FUNDtr o r  "1961 SINKING FUND" refers t o  the: "Waterworh 
Revenue Bond Sinking Fund," created fa Sect ion  6A of t h e  P r i o r  Bond. Resolution, 

lWVEm FUND" o r  "PRIOR RE- FUND'' refers t o  t h e  "Pendletorc 
County Water District Revenue Fund," created. ia Section, 6 of the P r i o r  Bond 
Resolution, 

*lSYSTEM''' or "WATERWORKS SYSTE.t41p refers to the  ex i s t ing  waterwork 
system of the D i s t r i c t ,  together w i t h  a l l  extensions, addi t ions  and improve- 
m a t s  t o  s a id  system. 

, -  

W. S, OBLIGATIONS'" means bonds; o r  notes which are t h e  direct. 
obligat ions of t h e  United S ta t e s  of America. o r  obl igat ions the  p r i n c i p a l  
of and i n t e r e s t  om* which. are guaranteed by the United States.  o f  America, 

SECTION - 102, LiTRPOSE; CONSTRUCTIOII OF CONSTRUCTION PROJECT; 
WATERWORKS SYSTEM TO CONTINUE TO BE OPERATED AS 
A REVENUE-PRODUCISG PUBLIC PROJECT; AUTHORITY. 

The Current Bonds he re in  authorized s h a l l  be issued for the 'pur- 

pose of defraying the  cos t  (not otherwise provided) o f  the waterworks construc- 

tion. project,  as defined herain, as. set  out  in t h e  plana and s p e c i f i c a t i o n s  

prepared by t h e  District ' s Consulting Engineers. 

declares the  waterworks system of t h e  District, including the  extensions,  

addi t ions and improvements t o  be constructed, t o  cons t i t u t e  a revenue-producing 

The Commission hereby 
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pub l i c  project or system, and s a i d  waterworks spstem shall continue to b e  

owned, controlled, operated and maintained by t h e  District aa 8; r e v e n u e  

producing publ ic  p r o j e c t  pursuant  t o  Chapter 74 and Sect ions 96.350 through 

96.510, inclusive,  of t h e  Kentucky Revised Statutes ,  so Iong aa any of t h e  

Prior Bonds and/or the: Current Bonds herein; authorized, o t  an, additiontrtl: 

. 

bonds,, remain outstanding, for t h e  s e c u r i t y  and, source of payment o f  all of 

such. Bonds, which are payable  from and secured by a pledge of t h e  gross 

revenues of, and by a s t a t u t o r y  mortgage l i e n a g a h s t ,  thewaterworks eyetern, 

with furl  acknowledgement,, however, of the pr io r  r i g h t s  of the biders of the 

Prior Bonds, - 

SECTION - 103, CONSTRUCTION AWARD APPROVED; WORK AUTHORIZED. 

The Commission hereby authorizes, approves, ratifies and confirms 

its previoua action in awardug the- c o n t r a c t s  f o r  the cons t ruc t ion  o f  the 

constsuction. p r o j e c t  to the lowest and..best b idde r s  and f u r t h e r  approves: 

tha action; of t h e  District o f f i c i a l s  in enter ing Into formal; contracts. with 

sa id  bidders, s u b j e c t  t o  t h e  necessary approvala baing obtained. Authori ty  

is hereby given f o r  undertaking r h e  construction of- t h e  constructiom p r o j e c t  

according tu  t h e  plans. and spec i f i ca t ions  heretofore  prepared by t h e  Engineers 

for t h e  District, after all necessary approvals have been obtained, 

SECTION 104, DECLARATION OF PERIOD OFUSEFULNESS, -. 

The Commission hereby d e e h r e s  that the  period of uslefulnesa 

of t h e  aforesaid waterworks system is more than forty (40) ~ X E  from t h e  

date of compretion of the proposed construction project.  

SECTION 105, AUTHORIZATION OF BONDS. - 
It has been heretofore  determined t h a t  t h e  t o t a l  coa t  of t h e  

construction project ,  including preliminary expenses,. l and  and rights-of- 

way, engineering expense,. cap i t a l i zed  i n t e r e s t  during construction, l e g a l  
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a d  administrative costs,. publication costs,  I k t f a l  Reserre Fund, and 

a l l  incidental  expenses, wKL be not exceeding $537,000. Accordingly, 

it is hereby determined to  be neceasay  in order  f o r  t h e  District to. finance 

the  COB^, not otherwise provided, o f  t h e  co&trucdon p r o j e c t  t h a t  the District 

issue a t o w  of $263,000, of Current Bonds, based on t h e  following calculationr 

Total c o s t  of construct ion project  ( including $53T;OOo' 
Z n i t i a t  Reserve Fund) 

EDA grant $263,00Q 
Waterworks Conniction 

Charges 11: ,000 

Tot& Non-Bond Fundst 

BaIance t o  be financed. by Current  b u d s  

c 

$274,000 

$263,000 

Accordingly,, for the purpose of firraaciag the c o s t  (not othervise 

provided) of the construction project,. under t h e  provisions of the aforesack 

statutes,. t he re  are hereby authorized ta be issued and aold Two Bundred. 

Sixty-Threc Thousand Dollars ($263,000) principal .  amount of Pendleton. County 

Water District Waterworks Revenua Bonds of 1977,. A l l  of the Bonda shall. 

be dated as of the d a t e  of del ivery '  €0. t h e  purchaser thereof shall bear 

interest from- such d a t e  a t  the  rate of not  exceeding five percent  ( S X )  p e r  

annum, as may be f ixed by supplemental resolution a s  a result of t h e  advert ised 

s a l e  and competitive bidding f o r  such Bonds, as here inaf te r  provided,, and. . 
shall be issued and deliverad. e i t h e r  according to the "Form- of Coupon Bond" 

( reg is t rab le  aata principal.), a s  prescribed in Section 206A hereof,  o t  

according t o  t h e  form o f  "Fully Registered Bond: aa prescribed in Section 

206B hereof. 
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Interest OD t he  Current Bonds s h a l l  be payable semi-annually on 

June 1 and December I of each year, provided that t h e  first interest payment 

period w i l l  cover interest only from the  d a t e  of da l ive ry  of the  Bonds to 

the: ensuing June 1 o r  December 1, as the  case may be. 

Bonds shau: nature om December I of each of t he  respecCbre y e a r s  of maturity, 

P r i n c i p a l  of t h e  

Such Bonds as may b a  i ssued  in coupon bond form WfU, b a  issued 

in the* denomination of $1,000, provided,, however, t h a t  t h e  purchaser of t h e  

Bonds a t  t h e  pub l i c  sale- s h a l l  have the r i g h t  t o  elect t h a e  such Bonds shall. 

be fssued in; the denomination of $1,000,, o r  any mul t ip l e  o f  sam4 n o t  exceed- 

ing $XO,OOO, or any combination of same: cons is ten t  with t h e  ' ached&% o f  

matucftiesi  o r  such purchaser may elect t h a t  such Bonds so purchased be issued- 

t o  such purchaser in the: form of a (or  & series of) "Fully Registered Bond(s) ," 
as here ina f t e r  set out, 

SECTION 106. RECOGHITION. AMI CONFIRMATION O F  PRIORITY OF LIEN, 
PLEDGE AND SECURITY OF PRIOR BONDS. 

- 
The District hereby expressly recognizes and acknowledges t h a t  

the District has previously created for t h e  benef i t  and protect ion of t h e  

owners and holders  of the! P r i o r  Bonds, a cer ta in  s t a t u t o r y  mortgage l ien 

and pledge and certain secu r i ty  r i g h t s  r e l a t ing  t o  t h e  system,. a l l  a s  set 

fcrth in t h e  P r i o r  Bonds, and in t h e  P r i o r  Bond Resolution. 

* I -  .- 

SECTION 107. CURRENT BONDS SHALL BE PAYABLE ON SECOND 
LIEN BASIS OUT OF GROSS REVENUES. 

7 

A l l  of s a id  Current Bonds and  any addi t iona l  p a r i t y  bonds t h a t  

ma9 be issued under t h e  conditions and r e s t r i c t i o n s  h e r e i n a f t e r  set for th ,  

shal l  be p a y a b k  s o l e l y  ou"a second. lien bas is  o u t  of the revenues of t h e  

system, a f t e r  providing only f o r  t he  pr inc ipa l  and interest  requirements 

of the P r i o r  Bonds, and s h a l l  be a val id  claim of the  holders thereof aga ins t  

t h e  Current Sinking Fund created f o r  the benefi t  of such holders, subjec t  t o  

the p r io r i ty  of t he  P r i o r  Bonds. 



THE BOMIS; REGISTERED BONDS AND REGISTRABLE COUPON 
BONDS; MATURITIES; PAYOR BANKS; EXECUTION; PRIOR 
REDmTION; ANI] BOND FORIIS- 

SECTION 201. MATURITIES* -- 
Subject to. the foregoing right  of the purchaser,. to take: delivery 

in the  form o f  a s ingle  (or a series of )  Fully Registered Bond(s) ,, as provided 

io Section. 202 below, the numbering and principal maturitfes of L the C u r r e n t  

Bonds,. i f  issued in coupon bond form in the denomination o f  $1,000, or 

alternatively, t h e  principal installments due,, if issued as  a single, Fully 

Registered Ban& (or as, a. Series thereof), a s  aforesaid, s h a l l  b e  as- follows: 

/.-- 



MATURITY, 
DECEMBER 1, 

1983 
1984 
1985 

1987 
1986 

1988 
1989 
199 0 
1991 
199 2 

1993 
1994 
1995 
1996 
1997 

1998 
1999 
2000 
2001. 
2002 

2003 
2004 
2005 
2006 
2007 

2008 
2009. 
2010 
2oJ.l 
2012 

2013 
2014 
2015 
2016 
2017 

PRINCIPAL 
. MATURITIES 

$ 2,000 
3 , 000 
3,000 

3,000 . 
3 , 000 
3,000 
3,000 
3,000 

4,000 
4,000 
4,000 

4,000 
' 4,000 ~ 

5,000 
5,000 
5 .ooo 
5,000 " 

6,,000 

6,OOU 

7,000' 

6 ,OOQ 
6,,000. 

7 ,,OOO 

T, 000 
8',000 
&, 000 -- 3; 000 
9,000 

10,000 
10,000 
11,000 
11,,000. 
12,000 

12,000 

l3.000 
- 14 , 000 

15 , 000 

13 , 000 

a NUNBERING 

1-2 
3-5 
6-a 

9-1x 
E-14 
15-17 
18-20 
23.-23 . 

24-27 
28-31 

t 32-35 
36-39 

.) 40143 

44-48 
49-53 
54-58 
59-63. 
64-69 

7@-75 
76-81 

. 82-87 
88-96 
95-101 

102-1084 
109-116" 
117-124 
1254.33 
l34-142 

143-152 ' 

153-162 ' 
163-173 
174-184 
185-19 6 

197-208 
209-221: 
222-234 

24 9-26 3 
235-248 
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SECTION 202. ISSUANCE OF FULLY REGISTERED BOND(S) 

The purchaser of t h e  Current Bonds a t  t h e  p u b l i c  sale shall have 

-- 
t h e  opt ion  of taking, de l ivery  of t h e  Bonds i n  t h e  form of a singla or a series 

of Fully Registered Bonds, as  prescr ibed in Section 206B below, amounting 

lu+ the  aggregate to the: pr inc ipa l  amount of t h e  Bonds authorized. herein,, 

maturing as to pr inc ipa l  i n  installments corresponding. tu. the p r b c i p a z  

ma tu r i t i e s  of t he  Coupon: Bonds- represented  thereby. Such F d l y  Registered 

Bond(s) shall be numbere& R-1 (and consecutivelp thereaf te r ,  R-Z,, etc.), 

shall ba of type composition, shtrlf be on p a p e r  of s u f f i c i e n t  wekght and 

s t r eng th  to. prevent de t e r io ra t ion  u n t i l  t h e  last day of matur i ty  o'f any 

installment of p r i n c i p a l  a s  stated therein,  and shall conform in s i z e  t o  

standard practice, Such FUrly Registere& Bond (a) sha l l ,  upon appropr ia te  

executioa ou behalf  of t h e  D i s t r f c t  a s  prescribed, c m s d t u t e  ai p a r t  of the 

(or the eatire) .bond issue her& authorized, s h a U  be n e g o t i a b k  ( sub jec t  

tu r e g i s t r a t i o n  requirements as. t o  t r ans fe rab i l i t y )  , without  interest coupons, 

registered asL t o  principal and interest, payable as d i r e c t e d  by the r e g i s t e r e d  

m e t , ,  and shall be in substantia1l.y t h e  form. h e r e i n a f t e r  s e t  for th .  

SECTION 203, FULLY' PZGLSTERED BOND(S) CONVERTIBLE INTO 
COUPOX BONDS, 

- 
The District hereby covenants and agrees wfth t h e  Registered 

Owner of a (each) Ful ly  Registered Bond t h a t  t h e  District wfill, a t  any time, 

a t  t h e  reques t  and expense of such owner, and within ninety (90) days after 

such request, i s s u e  the District's negotiable Coupon Bonds, payable to  bearer,  

in: an aggrega te  p r inc ipa l  amount equal; tu+ and maturing, in conformity with ' 

the unpaid p r inc ipa l  amount of t h e  Bond(s) exchanged therefor,  reg is t rab le-  

as to pr inc ipa l  only, each such Bond o r  Bonds t o  be i n  an amount o r  amounts 

not exceeding $10,000 p e r  Coupon Bond, or a lesser denomination in a m u l t i p l e  
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. .  
I * I  

, I  

of $1,000, 

and in  t h e  

consis tent  with the  ma tu r i t i e s  o f  t h e  Bond(s) exchanged therefor ,  

form of such Coupon Bonds as' provided in Sect ion 206A hereof, 

with semi-annual coupons annexed there to  represent ing t h e  accrual of interest 

corresponding t o  t h e  r e spec t ive  rate($ of t h e  Bond(s) exchanged. therefor. 

C o u p o a  Bonds shall b e  sa i s s u e d  and s u b s t i t u t e d  o n l y  for  and upon surrender 

t a t h e  District; of t h e  corresponding Fully Registered Bond(s),, which shall 

then immediately be cancelled by t h e  Treasurer  of t h e  D i s t r i c t .  

SECTION 204, 

PrincipaI  and intereat of Coupon Bonds shall be p a y a u c e a t  t h e  

PLACE OF PA- AND MANNER OF EXECUTION. -- 
Payor Bank, Falmouth Deposit Bank, Fdtmouth, Kentucky, or at the opt ion  

of the. holder or r eg i s t e red  owner, at an alternate:  payor bank, which may 

be designated by t h e  purchaser of t h e  Bonds a t  the pub l i c  sale, in lawfa 

money of the Unite& S t a t e s  of America, S e d  Coupore Bonds; shall be executed 

on behalf of S a i d  District w i t h ,  t h e  reproduced facsimile s igna tu re  of t h e  

Chainnarr. of the Commission, and. t h e  reproduced facsimile of t h e  Corporate 

S e a l  of t h e  District shall. be imprinted thereon and attested by t h e  manual 

s i g n a t u r e  of. t h e  Secre ta ry  of t h e  District, and t h e  interest coupons at tached 

to. said Bonds. shall be executed wi th  _.- t h e  - reproduced facsimile s i g n a t u r e s  

of said Chainnan and said Secretary; and said. o f f i c i a l s ,  by t h e  execution 

of appropriate- c e r t i f i c a t i o n s ,  shall adopt as and for t h e i r  own proper 

s igna tu res  t h e i r  respec t ive  facsimile signatures on said Bonds and coupons. 

Both principal. and i n t e r e s t  of a Fully Registered Bond shall b e  

payable a t  t h e  p l a c e  and in t h e  manner s e t  out  i n  t h e  form of such Fully 

Registered Bond prescribed i n  Section 206B below, Such FulLy Registered 

Bond s h a l l  be executed on behalf of sa id  District by baing signed manually 

by the  Chainnan of t h e  District, with the  Corporate Seal of  t he  District 

a f f ixed  thereto, and a t t e s t e d  by t h e  manual s ignature  of t he  Secretary of 

sa id  Di s t r i c t  . 
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Zf any of t h e  o f f i c e r s  whose s ignatures  appear on t h e  C u r r e n t  

Bonds cease to: be such o f f i c e r s  before  de l ivery  of said Bonds such s igna tu res  

s h a l l  nevertheless be valid for a l l  purposes t h e  same a s  if such o f f i c e r s  

had remained in o f f i c e  u n t i l  del ivery,  

SECTION 205. PROVISLONS. AS TO REGISTRATION' OF 
COUPON BONDS A i l  PRIOR REDEMPTIONed 

-- 
A l l  Coupon Bonds i s sued  hereunder s h a l l  be. f u l l y  negotiable,. but  

upon presentatiom of any of said Bonds a t  t h e  o f f i c e  of t h e  Secretary of 

t h e  Water District, as Bond Registrar ,  Coupon Bonds may be r eg i s t e red  as 

to pr inc ipa l  in  t h e  name(s) of t h e  owner(s) thereof i n  accordance with and 

subject  t o  t h e  r e g i s t r a t i o n  provisions,  tenus and condi t ions  contained in  

the Coupon Bond Form set o u t  in Section 206A below. 

A l l  Coupon Bonds maturing p r i o r  t o  December I,. 1989, shaU. b e  

aon-callable, and corresponding f n s t d h e n t s  o f  pr inc ipa l  ia t h e  case of 

bonds in F u l l y  Regfstered Form s h d U  not be sub jec t  t o  prepayment, 

Bonds of said authorized i s s u e  maturing on and. after December 1, 1989, and, 

Coupon 

. 
corresponding installments of p r i n c i p a l  in t h e  case of bonds in  F u l l y  Regis- 

tered Form, shalL be s u b j e c t  t o  rederuptioa or prepayment by sa id  Distrfct 

ou any i n t e r e s t  payment d a t e  f a l l i n g  on and after December 1, 1988, upolr 

terms of p a r  p lus  accrued i n t e r e s t ,  without any redemption or prepayment 

premium, 

So long as a l l  of the  Current Bonds are held by theGovernment, 

all or any of the: Bonds, o r  installments.  i n  a mul t ip le  of $1,000, may be 

redeemed a t  any time in i n v e r s e  numerical order  (or in inverse chronological 

order of t h e  installments due) a t  face amount plus  accrued. interest k i thout  

any redemption o r  "prepayment premium. 
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SECTION 206. BOND FORMS, 

The forms of said Coupon Bonds and of s a id  F u l l y  Registered Bonds, 

-- 
respectively, s h a l l  be as followst 

A, COUPON BONDS. 

Said Coupon Bonds and t h e  interest coupons appertaining thereto 

s h a l l  be i n  subs t an t i a l ly  t h e  following. form, with appropriate  inser t ions,  

omissions and var i a t ions  cons is ten t  with o r  as provided o r  permitted in 

t 
t h i s  Resolution. 

(FORM OF COUPON BOND) 

UNLTED STATES OF AUERICA 
COMMONtlEAtTU OF KENTUCKY 

COUNTIES OF PENDLETON. ANTI CANPBELL 
PETTDLETOR COUNTY WATER DISTRICT 
WATERWORKS REVEXUE BOND OF 1977 

NO. .. $- * ,000 

KNOW ALL MEN BY THESE PRESENTS: 

That t h e  Pendleton County Water Distrtct, acting by and through 

its. Commission, a: publ ic  body corporate  ^.- . oE Pendleton and Campbell Counties, 

Kentucky, f o r  v a l u e  received, hereby promises t o  pay  t o  t h e  bearer,, or i f  

this Bond be r eg i s t e red ,  t o  t h e  " regis tered holder hereof, as. hereinaf ter  

provided, so le ly  from the spec ia l  fund hereinafter ident i f ied ,  t h e  sum of 

I 

THOUSAND DOLLARS ($ , 000) 
ou t h e  first day of December,. 19- 

and l ikewise from s a i d  spec ia l  fund t o  pay i n t e r e s t  OF said sum. from the 

datehereof  u n t i l  payment of pr inc ipa l  i n  f u l l ,  a t  t he  rate of perc en tr 

c 2) P er annum, payable semi-annually on the  f i r s t  days of June and 

December i n  each year  hereaf te r  u n t i l  sa id  sum is paid,  except as the  provis ions 



.. ,.@ 

here ina f t e r  set f o r t h  wtth respect t o  p r i o r  redemption may be and become 

appl icable  hereto, such i n t e r e s t  as nay accrue on and p r i o r  t o  the  maturity 

of th i s .  Bond t o  be paid upon presentat ion and surrender of t h e  annexed inter- 

est coupons as t h e  same seve ra l ly  mature, both p r i n c i p a l  and interest  be ing  

payable, without deduction for exchange o r  c o l h c t i o n  charges-, in- lawful 

money. of the  United S t a t e s  of America, a t  t h e  Falmouth Deposit Bank, Falmouth, 

Kentucky, o r  a t  t h e  opt ion of t h e  holder or regis tered owner, at the 

.* . I  Bank, 
L 

This Bond is one. oE a 'du ly  authorized- i s s u e  of Bonds fa the  t o t a l  

pr incipal  amount of $263,000 ( t h i s  Bond, the i s s u e  of which it f o g s  L 

p a r t  and the  appertaining coupons being he re ina f t e r  c o l l e c t i v e l y  referred 

ta here in  as "these Bonds?. "the: Bonds." o r  t h e  "Current Bonds!') issued by 

the District under and  in full compliance wi th  t h e  Consti tutiom and S t a t u t e s  

of the Commonwealth o f  Kentucky, including Chapter 74 and Sec t ions  96,350. 

through 96.510, inc lus lve ,  of t h e  JIentucky Revised S ta tu t e s ,  and pursuant  

t o  a duly adopted Bond Resolution of t h e  District authorizing same ( the  "Current 

Bond Resolution"), to  which Resolution reference is hereby made f o r  a descr5p- 

t i on  of t h e  nature  and ex ten t  o f  the~-securi ty  thereby created, the- r i g h t s ,  

and l imi t a t ions  of r igh t s .  of the  holder o r  r eg i s t e red  owner of th i s .  Bond. 

and the r igh ts ,  obl igat ions and d u t i e s  of said District, f o r  t he  purpose 

of f inancing the  cos t  (not otherwise provided) of the  constructiorr of extensions,  

addi t ions and improvements t o  t h e  ex is t ing  waterworks systemof the  District 

(said ex i s t ing  waterworks system, together  with sa id  extensions, addi t ions  

and improvements, being he re ina f t e r  somztimes ref  erred t o  as- t h e  "waterworks 

system" o r  t h e  t f sy~temtf ) .  

*Alternate bank, i f ' a n y ,  t o  be designated a t  the  time of sale, and not  t o  b e '  
changed thereaf ter ,  
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These Current Bonds+ are issued sub jec t  to t h e  vested r i g h t s  and 

priorLlties ia f a v o r  of t he  holders of $227,000 of outstanding Pendleton 
l 

County Water District Watezworksi S y s t m  Revenue Bonds,, dated December 1, 1961, 

( the  "Prior Bond#), authorized hr, an Ordinance enacted b y  the  Commlssioa 

of t he  District on August 16, 1962 ( the  "Prior Bond Ordinance"), Accordingly, 

these  Current Bonds, together  with any bonds ranking on a, p a r i t y  therewith, 

are payable from and secured on a second l i e n  baisia by a pledge of a f ixed 

port ion o f  t h e  gross; revenues. tq be derived from t h e  operatio% a€ the  system,, 

after providing for the  requirements of t h e  P r i o r  Bonds, and t he  requirements 

of the Prtor Bond Resolutioa. 

These Current Bonds dcv not cons t i t u t e  an indebtedness of t h e  

Pendlteton. County Varer D i s t r i c t  within the meaning oE any cons t i t u t iona l  

or statutory provis ions or  l imitatfons,  and are payable solely out of the 

r w e u u e s  of t h e  system. 

District covenants t h a t  so long as any of t h e  Prior Bonds and/or of these 

Current Bonds are outstanding, said. waterworks. system wilL b e  continuously 

As provided in t h e  Current Bond Resoludon, the 

owned and operated by t h e  District as a revenue-producing'undertdcing within 

t h e  meaning. of t h e  aforesaid Sta tures  f o r  the: secur i ty  and source of payment 
_.- - 

of said Cuzrent Bonds and of said Pr io r  Bonds, and t h a t  t h e  District w i l l  

fix,. and if necessary ad jus t ,  from time t o  time, such  rates for the: services.  

and fatuities of said system and, w i l l  c o l l e c t  and account for the. revenues' 

therefrom sufficient to pay promptly t h e  i n t e r e s t  on and pr inc ipa l  of t he  

Prior Bonds, t hese  Current Bonds, and of a l l  o the r  bonds; ranklng on a pazitp 

with these  Current Bonds, as may be outstanding from time t o  time, and t u  

pay t h e  cost  of operation and maintenance of t he  system and t o  provide f o r  

the depreciation thereof. 

. .  
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A secondary s t a t u t o r y  mortgage lien, which is hereby recognized 

as va l id  and binding on sa id  waterworks system, is. created and granted pursuant  

to said S t a t u t e s  and more s p e c i f i c a l l y  Sect ion 74,370 and Sect ion 96.400 of 

the m t u c k y  Revised Statutes ,  t o  and in f a v o r  of t h e  holder  or. holders  

of t h w e  Current Bonds and of any. of the coupom at tached to; these Bonds; 

and said waterworks system and aTS appurtenances thereof and extensions 

- 

thereto s h a l l  remain subjec t  t o  such. s t a t u t o r y  mortgage lieu, u n t i l  t h e  payment: 

in f u l l  of t h e  p r i n c i p a l  of and i n t e r e s t  OF t h e  P r i o r  Bonds and 011: t h e s e  

Currant Bonds; provided, however, t h a t  s a i d  s t a t u t o r p  mortgage lien. is s u b j e c t  

t o  the vested r i g h t s  and p r i o r i t i e s  i n  favor of the Prior Bonds, 

I 

The Current Bonds maturing. p r i o r  t o  December 1, 1989, are n o t  sub- 

ject tu redemption p r i o r  toi maturity- The Current Bonds maturing on and. 

after December I, 1989, are- sub;fect t o  rad‘emption bp t h e  Diserfct prior t o  

’maturfty, a s  Ei’ whole o r  from time to’ time ia part, in. imrer3e numerical and 

maturity order,, on any i n t e r e s t  payment da te  falling on o r  after December 1, 

1988,. upon payment by the  District of the face amount of t he  Bonds so redeemed, 

plus accrued i n t e r e s t  t o  t h e  redemption date ,  without any. redemption premium, 

Sa long a s  all .  of the  Cur”r&tz Bonds- arc h e l d  by  t h e  Government, 

aU. or any of said Bonds, o r  instal lments  i n  mulffples of $1,000, may be 

redeemed at any time in  inverse numerical and maturity order (or in i n v e r s e  
r 

chronological orderof the; instal lments  due) a t  f a c e  amount p lus  accrued i n t e r e s t  

without any redanption premium, 

Notice of such redemption s h a l l  b e  given a t  I e a s t  one t ime  n o t  

less than t h i r t y  days p r i o r  to  the redemption d a t e  bp publicat ion in: a f&n- 

cialnewspaper o r  j ou rna l  of general  c i rcu la t ion  among bond f s sue  purchasers 

published in the English language i n  New York City, New York, and i n  a 

newspaper of general  c i rcu la t ion  throughout Kentucky, and s h a l i  be given 
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by regis tered m a i l  t o  t h e  r eg i s t e red  holdercs) a t  least thirty days p r i o r  

to  t h e  da t e  f ixed  for redemption. A U .  of said Bonds as to which said District 

reserves. and exercises the  r i g h t  of redemption and as to which n o t i c e  as 

aforesaid: s h a l l  have. been given, and f o r  t h e  ret i rement  of which, upon t h e  

terms aforesaid, funds are d u l y  provided,. will cease t o  bear i n t e r e e t  on 

t h e  redemption date. Notice of such. redemption nay be waived vith the wrirterr 

consent of the holder(s) o f  t h e  bond(s) so: ca l led  for redemption, 

Upon default in t h e  payment of pr inc ipa l  of o r  interest on any 
& 

of these Bonds or upon f a i l u r e  by" sa&d District to  comply with any o the r  

provisions of t h i s  Bond o r  with the provisions of the Current  Bond Resolution, 

t h e  holder(s) o r  r eg i s t e red  owner(s1 may, a t  his: ( t he i r )  option, i n s t i t u t e  
- 

al.& r i g h t s  and remedies provided by law o r  by said Resolutioa, 

This Bond is exempt Erom; t axa t ion  in t h e  Comhsanwealth. o f  Kentucky. 

It. is hereby certifiect, recited and; declared  that d.l, acts, condi- 

t i o n s  and things required t o  exist, happen and be performed precedent t o  

and in  t h e  issuance of t h i s  Bond do exist, have happened and have been performed 

i n  due time., form and manner as required by law and t h a t  tha t o t a l  authozized 

amount o€ these  Bonds, t oge the r  with a l l  o the r  obl igat ions of t h e  Districr, 
_e . -  

does not exceed any l i m i t  prescribe" by t he  Consti tution o r  S t a t u t e s  of the 

Commonwealth of Kentucky. 

M WITNESS WHEREOF, t h e  Pendleton County Water District, by its 

Commission, has caused t h i s  Bond t o  be executed on Its behalf with the  duly 

authorized reproduced facs imi le  s igna tu re  of i t s .  Chairman, and- t h e  reproduced 

facs imi le  of i ts  Corporate Seal t o  be imprinted thereon, and attested by 

the manual signature  of its Secretary, and the coupons here to  at tached t o  
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ba executed with the d u l y  authorized .reproduced facsimile s igna ture  of said 

Chairman and Secretary, a U  a s  of t h e  da t e  of t h i s  Bond,, which is 

PENDLETON COUNTY WATER DISTRICT 
Pendletou and Campbelf Counties, Kentucb 

A t t e s t :  

" , .  . . " .  
Secretary 

( S e d  of D&strict) 

(FORK OF COUPON) 
- 

COUPON NO, 

O n  t h e  first day"ob . I ,  19-. 

Unless t h e  Bond to  which t h i s  Couponappertains is redeemable 

and accordingly shall have been theretofore  called f o r  p r i o r  redemption and 

payment of the  redemption p r i c e  duly made or provided fo r ,  

The Pendleton County Water District, of Pendleton,and Campbell 

Counties, Kentucky, w i l l  pay the amount shown hereon tcr the bearer hereof, 

out of its "Pendleton County Water District Waterworks Bond and Xnterest 
_ .  

Sinking Fund of 1977," without deduction for exchange o r  co l l ec t ion  charges, 

at the  Falmouth Deposit Bank, Falmouth, Kentucky, or it the option of the 
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I- ' '. 

holder, a t  the 

as  provided i n  

Water D i s  trier 

A t  test : 

* main o f f i c e  of the 

and being interest  

Waterworks, Revenue 

. I  due on its 

Bond of 1977, nunbered 

PENDLETON COUNTP WATER D W I X I C T  

BY . (Facsimile Signature) 
chairman 

(Facsimile Signature) 
Secretary 

(FORM OF REGISTRATION) 

4. 

. 
Signature of Secretatp 
of t h e  PendIetoa County 
Water District, 
Bond Registrar 

D a t e  of Name of . . .  
Registration 

* 
Registered Owner' * "  

, . . . , . . . , .  " .  ' . , , I . "  . " .  . .  . . , * .  
i 

. .  r . :' . . * 

*Alternate bank, if kny, to  be  designated a t  the time of sale ,  and not to be. 
changed thereafter. 
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The Fully Regist3red Bond r e f e r r e d  t o  he re in  shall b e  in substan- 

tially t h e  following form, with appropr ia te  inser t ions ,  omissions and varia- 

t ions consistent wi th  or as pravided or permitted: in t h i s  Resolution: 

(FOREI. OF FULLY REGISTERED BOND) 

UNITED STATES O F  AkERICA 
COMMOIWEALTII OF KENTUCKY 

COUNTIES OF PENDLETON ALVD CAMPBELL 

WATERWORKS REVENUE BOND OF 1977 
PENDLETON. COUNTY WATER DISTRICT 

4. 

$263,000 NO a 

KNOV ALL NEN BY THESE PRESENTS: 

That t h e  Pendleton. County Water District, ac t ing  by and through 

its Commission, a publ ic  body co tpora te  in: Pendleton and Campbell Coun+i-, 

Kentucky,, for va lue  received, hereby promises  t r r  pay t r r  the: r e g i s t e r e d  owner 

hereof,> so l e ly  from the special, fund here ina f t e r  ident i f ied, .  the  sum of 

TWO HUNDRED SIXTY-THREE THOUSAND DOTJARS ($263*000), 

on the  first day of December, in. years and installments. as. follows: 

Year - Pr inc ipa l  Year - - "Principal Year - Pr inc ipa l  
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without deduction for exchange or co l l ec t ion  charges; and in l i k e  manner, 

solely from sa id  spec ia l  fund, t o  pay interest on the  balance of said p r i n c i p a l  

sum from time to t i m e  remaining unpaid, at t h e  rate of five: percent  (5X)  

p e r  annum, sed-annual ly  on th& first days< of June! and December in; each pear 

hereaf ter  until. s a i d  sum is paid, except  as t h e  provisions he re ina f t e r  set 

f o r t h  with respec t  t o  prepayment may be and become appl icable  hereto,  both 

pr incipal  and interest  being payable-, without  deduction for .  exchange or  collec- 

t i o n  charges,. i n  lawful  money of t h e  United S ta t e s  of Axerice, a5 the address 

of t h e  r e g i s t e r e d  ownel: shown on t h e  r eg i s t r a t ion  book of t h e  Distrfct, - 
This Bond is issued by t h e  District under and in full compliance 

With the Const i tu t ion  and Sta tu t e s  of t h e  Comouwealth o f  I:entucky, including 

Chapter 74 and Sections 96.350 through 96.510, fncluaivz, of the Kentucky 

Revised Statutes, as amended, and pursuant t o  a du ly  adopted; Bond Resolut ion 

of the  D i s t r i c t  authorizing same ( the "Current Bond Resolution") ). to- which 

Resolution reference is hereby made f o r  a descr ipt ion of t h e n a t u r e  and 

- ex ten t  of t h e  secu r i ty  thereby created,  the  r igh t s  and l i m i t a t i o n s  of r i g h t s  

of the reg is te red  owner of t h i s  Bond. and t h e  r igh ts ,  obligations. and d u t i e s  

of t h e  D i s t r i c t ,  for the! purpose of financing t h e  c o s t  (not otherwise provided) 

of the  c o n s t k c t i o n  of extensions, addi t ions and improvements to t h e  existing 

waterworks system of t h e  District (said existing waterworks system,. t oge the r  

with said extensions, addi t ions and improvements,. being he re ina f t e r  r e f e r r e d  

to. aa the "waterworks system" o r  t h e  "8y8tem"), 

..- f .  

This Bond is i s sued  sub jec t  ta the ves ted  r i g h t s  and p r f o r i t i e s  in: 

favor  of t h e  holders  of $227,000 of outstanding Pendleton County Water District 

Waterworks System Revenue Bonds, dated December 1, 1961 ( the  ''Prior Bonds"), 

authorized by an Ordinance enacted by t h e  Commission of the 

August 16, 1962 ( the "Prior Bond Ordinance"). Accordingly, 

D i s  t r i c  t on 

t h i s  Bond toge ther  



with any bonds ranking on a p a r i t y  herewith, is payable from and secured 

on a second l ien b a s i s  by a pledge of a f ixed  port ion of t h e  gross revenues 

to  be derived from t h e  operation o f  t h e  system, after providing for the 

requirements of t h e  Prior Bonds and the: requirements of the P r i o r  Bond 

Rssolution. 

wi th in  

tions, 

in t h e  

of t h e  

This Bond does n o t  c o n s t i t u t e  an indebtedness of t he  District  

t he  meaning o f .  any c o n s t i t u t i o n a l  o r  s ta tu tory  provisions. o r  lim2ta- 

and is payable so l e ly  o u t  o f  the revenues o f  the system. &As provided 

Current  Bond Resolution, t h e  District covenants that so long a s  any 

Pr ior  Bonds and/or t h i s  Bond, are outstanding, t h e  system will b e  

continuously owned and operated by t h e D i s t r i c t  as a revenue-producing under- 

taking within the  meaning of t h e  aforesaid S t a t u t e s  for the s e c u r i t y  and. 

source of payment of t h e  P r i o r  Bonds and  of t h i s  Bond and that the D i s t r i c t  

w f l l  fix,. and if necessary ad jus t ,  from tLm* t o  time, such- rates for the 

services and 

t h e  revenues 

of t h e  P r i o r  

t h i s  Bond as 

f a c i l i t i e s  of t he  system and w i l l  c o l l i c t  and. account f o r  

therefrom s u f f i c i e n t  t o  pay promptly t h e  i n t e r e s t  on and p r i n c i p a l  

Bonds,, t h i s  Bond, and a l l  othar  bonds ranking on a p a r i t y  w i t h  

MY be  oursranding from time t o  time, and t o  pay t h e  c o s t  of  
I . - . *  

operation and. maintenance of the  system and t o  provide for t h e  deprec ia t ion  

thereof. 

A secondary s t a tu to ry  mortgage lien, which is hereby recognized 

as v a l i d  and binding on s a i d  waterworks system, is created and granted pur-. 

suane t o  s a i d  S ta tu tes  and more spec i f i ca l ly  Section 74,370 and. Section; 96,400 

of the Kentucky Revised S ta tu tes ,  t o  and i n  f a v o r o f . t h e  r eg i s t e red  m e r  

of this Bond; and said waterworks system and all appurtenances thereof. and 

extensions thereto '  s h a l l  remain subject  t o  such s t a tu to ry  mortgage lien 

u n t i l  payment i n  f u l l  of the  pr inc ipa l  of and interest  on t h i s  Bond; provided, 



however, t h a t  said s t a tu to ry  mortgage l i e n  is subjec t  t o  the. vested r i g h t s  

and p r i o r i t i e s  i n  favor  of t he  P r io r  Bonds. 

This Bond shall be r e g i s t e r e d  as to pr inc ipa l  and i n t e r e s t  in  

the name of t h e  owner hereof ,. a f t e r  which it s h a l l  be  t r ans fe rab le  o n l y  

upon presentation to t h e  Secre ta ry  of t h e  District as t h e  Bond. Registrar,  

with a written. transfer duly acknowledged by the  r e g i s t e r e d  owner o r  Ids, 

duly authorized attorney,. which t r a n s f e r  s h a l l  b e  noted upon t h i s  Bond and 

upon the  book of the  District k e p t  for t h a t  purpose. 

A s  provided in t h e  Cutrent Bond Resolution, t h i s  Bond"is exchange- 

a b l e  a t  the expense of t h e  reg is te red  owner hereof at any time, up'oa nine ty  

daysr wr i t t en  notice. a t  t h e  reques t  of such r eg i s t e red  owner and upan 

surrender of this Bond to? t h e  District, for negotiable coupon bonds, payable 

to. bearer, r e g i s t r a b l e  as. t a b  p r i n c i p a l  onlyp in an amount o r  amounts. not 

exceeding $10,000 p e r  coupon bond, o r  a: lesser denomination in a mul t ip le  

of $1,000, cons is ten t  with t h e  matur i t ies  hereof, in an aggregate p r i n c i p a l  

amount equal to. and maturing in conformity with t h e  unpaid p r inc ipa l  amount 

of t h i s  Bond, and in t h e  form of such coupon bonds as provided i n  the 

Bond Resalution, with semi-annual c&pons annexed represent ing the  accrual  

of i n t e r e s t  corresponding t o  &he rate herein provided. 

The District, a t  its option, s h a l l  have the  r i g h t  t o  prepay, 

on any i n t e r e s t  payment d a t e  on and a f t e r  December 1, 1988, i n  i nve r se  chrono- 

l o g i c a l  order  of the  ins ta l lments  due on t h i s  Bond, t h e  e n t i r e  pr inc ipa l  

am~unt of t h i s  Bond then  remaining, unpaid, o r  such Iesser por t ion  thereof, 

in a m u l t i p l e  of One Thousand Dollars ($1,000), as the  District may determine, 

at  a p r i c e  i n  an amount equivalent t o  t h e  pr inc ipa l  amount t o  b e  prepaid 

plus  accrued i n t e r e s t  t o  t he  da t e  of prepayment, without any prepayment 
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premium, Notice of such prepayment s h a l l  be given by reg is te red  mail t o  

the reg is te red  owner of t h i s  Bond or h i s  assignee, at  least 30 days p r i o r  

to t h e  date fixed for prepayment. Notice of such prepayment may be waived 

w i t h  the w r i t t e a  consent of t h e  reg is te red  owner of this Bond, 

So. long a s  t h e  registered. m e r  of t h i s  Bond: is the United States. 

Government, o r  any agency thereof,  the ent i re  pr inc ipa l  amount. of t h i s .  

Bond, oz: instal lments  i n  multipxes of $1,000, may be prep&& a t  any tima 

in-inverse chronological order of t h e  instal lments  due. 

Upon d e f a u l t  in t h e  payment of any p r i n d p a l  or interest payment 
4. 

ott this Bond,. or upon f a i l u r e  bp the District t o  comply with any o the r  

provision of this Bond o r  with t h e  p r o v i s i o n s  of t h e  Current Bond Resolution, 

the regis tered owner may, a t  h i s  option, i n s t i t u t e . a l l  r i g h t s  and remedies. 

prcrvided by law o r  by said”Resolution, 

This Band is exempt from. taxation in the: C-onwealth of Kentuckp, 

It is hereby cer t i f ied ,  recited and declared t h a t  aU. acts, cond%- 

tions and t h i n g s  required ta exist, happen and be. performed precedent to 

and in t he  issuance of t h i s  Bond, do exist, have happened and have been 

performed. in due time, form and manner as required b y  l a w  and t h a t  t h e  

face amount o f  t h i s  Bond, together  vkth a l l  o t h e r  ob l iga t ions  of t h e  D i s t r i c t t  

does not  exceed any l i m i t  prescribed by t h e  Canstitutiom or Statutes of 

the  Commonwealth of Kentucky. 

IN WITNESS WHEREOF said Pendleton County Water Dis t r ic t , :by  i ts  

Commission, has caused t h i s  Bond t o  be executed by its Chairmaa, its c o r p o r a t e  

seal  t o  be hereunto .affixed, and attested by. i t s  Secretary, ou the d a t e  of 

this.  Bond, which is 0 

PENDLETON COUNTY WATER DISTRICT 
. Pendleton and Campbell Counties, Kentucky 

BY 
Chaimn 

A t t e s t :  

Secretary 



PROVISIOl? FOR REGISTRATION 

This Bond shall be registered on the registration book of the 

District kept for that purpose by t h e  Secretary, as Bond Registrar, upon 

presentatioa hereof tcr sa id  Secretary, who shdx  make notation of such regis- 

tration.iu the registration blank, and t h i s  Bond may thereafter be. transferred 

only upon written transfer acknowledged by the registered owner or his 

attorney, such transfer t o  b e  made on said book and endorsed hereon, 

L 
(FORM OF REGISTRATION) 

Signature of Secretary 
of the  Pendleton County . 
Water Disf" -' Date o f  Nnma of 

Registration 
I : 

* . .  ' 0  
& 

. : 
* .  . . . . I _  

c 
* . .  . 



ARTICLE 3 

CONSTRUCTION ACCOUNT; INTERIM FINANCZNG; 
INVES"E OF PROCEEDS; AND FEDERAL 
ARBITRAGE LIMITATIONS .. 

SECTION x, THE CONSTRUCTION ACCOUNT; FIDELITP BOND OF 
TREASURER; APPLICATIOS OS? PROCEEDS OF BONDS. 

The Treasurer of the  District  shalf: be the  custodiam of all funds 

belonging to.  and assoc ia t ed  with t h e  District waterworks system, and such . 

funds shall be deposited i n  t h e  Falmouth Deposit Bank, Falmouth,. Kentuckp 

(the. "Depository Bank") f. which bank is a member of t h e  Federa l  Deposit 
L 

Insurance Corporation, 

referred to) in excess. of t h e  amounts insured by t he  FDIC, s h a l l  be secured 

All moneys in the supervised bank account (he re ina f t e r  

by t h e  Depository Bank ixr accordance with t h e  U. S, Treasury Department' 

Circular No. 176, 

The Treasurer  shall. execute PideUtyl Bond in: t h e  amount of 

not less than  $20,000,. which P i d e l i t p  Bond. s h a l l  be effective and secured 

by a s u r e t y  company approved b y  t h e  Farmers Home: Administration of t h e  U n i t e d  

S t a t e s  Department of Agricul ture  so long as it is t h e  holder  of any of t h a  

Bonds; and the FinHA and the  District s h a l l  b e  named co-obligees in such 

su re ty  bond, and. t h e  amount thereof  shall not be: reduced without  the- writtexr 

consent of t he  F a ;  provided t h a t  whenever sums in  the  var ious accounts 

_ .  .". 

referred to  here* s h a l l  exceed $20,000, t h e  F ide l i t y  Bond s h a l l  be increased 

accordingly as requested by and with the  approval of t he  FmBA, T h e D i s t r i c t  

will segregate and earmark its var ious  funds,. cons i s t en t  with. this Resolution, 

ini such manner a s  to  enabIe the  District t o  obtaim t h e  lowest poss ib le  surety 

premium rate on such F ide l i rp  Bond. 

The proceeds of sa id  $263,000 of Current Bonds shall be app l i ed  

as follows: 

- 27 - 



A, There s h a l l  immediately be paid t o  the: Bank(s) and/or the 

FmEIA, e n t i t l e d  there to  an amount s u f f i c i e n t  t o  pay t h e  interest  OD: and princi- 

p a l  of any temporary loans (if any) borrowed by t h e  District in: ant ic ipat ion.  

of t h e  sale and de l ivery  of t h e  Current  Bonds, and/or of ' t h e  r e c e i p t  of 

grant proceeds, or  t h e  interest  on- and pr lnc ipa l  of such- temporary loans 

may be r e p a i d  simultaneously with t h e  de l ivery  of such Bond& (to t h e e x t e n t  

of p a r t  o r  a l l  of t h e  proceeds of t h e  Bonds, a8 may be requi red  by  sa id  

Bank(s) and/or by t h e  FmHA), in which event the: amount t o  b e  86 deposited. 

into, t h e  Construction Account shalf b e  reduced by such amount so paid, Aho, 
L 

a t  the time of delivery of the! Bonds, t h e r e  s h a l l  be pa id  all amow& then 

due and payable ia connection with t h e  cunstruct ion project and in connection 

w i t h  the  issuance of t h e  Bonds. 

B, IX and to t h e  e x t e n t  that t h e  proceeds of t h e  Current Bonds; 

shall be in  excess of t h e  amount necess- to-- pay the I n t e r e s t  oe and p d n c i -  

pa1 of the a fo resa id  temporary loans and the?. p ro j ec t  coeta then due, such 

excess amount shall immediately be  deposited i n  the "?endleton County Water 

District Waterworks Construction Account" ( the "Construction Account"), which 

shall be  establ ished as. a. supervised bank account at t he  Depository Bank 

if t h e  Government is t h e  purchaser of t h e  Bonds. The proceeds. of sa id  Account 

shall. be withdrawn t o  pay for services and/or materials suppl ied in connection- 

with the  a foresa id  construct ion project,  as evidenced by (1) a c e r t i f i c a t i o n  

of the- Engineers designated herein,. (2) wri t ten  approval of the C h a l r n a n  

or by such o t h e r  o f f i c i a l  of t he  District  as may be authorized. by t h e  Conxnission, 

and (3) written approval of t h e  FmHA; provided such proceeds shall be withdrawn 

only on checks signed by the  District Treasurer and countersigned by t h e  

County Supervisor of the  FmHA; provided t h a t  wr i t ten  approval  of t h e  Engineers 



s h a l l  not be required for matters no t  under the  j u r i s d i c t i o n  of t he  Engineers, 

such a8 l e g a l  fees, land acquis i t ion  and r e l a t ed  items, in which case such 

checks may b e  signed a t  the  written reques t  of such D i s t r l c t  Officials with 

writreor approval of . the FmHA. 

C, There shall be deposi ted i n  such Construction Account the 

proceeds of sa id  Federal  (EDA) g r a n t  as and when received ( o r  said grant  

proceeds may be appl ied t o  the  extent necessary to l i q u i d a t e  or reduce any 

interim financing owed by t h e  D i s t r i c t  at the! t ime  o f  r e c e i p t  o fL the  grant  . 

proceeds) . 
D, At or af te r  the  t i m e  t h e  Bonds have been delivered,. t he re  

s h a l l  be  t ransferred from the  Construction Account an amount s u f f i c i e n t  

to provide far c a p i t a l i z e d  interest ( i n i t i a l l y  estimated a t  $ll,OOO). during 

t h e  construct ion of tlie construction project, as approved by the  Engineers 

and b y  t h e  F'mHA. 

the r e m h i i n g  period of construct ion of t h e  construction pro jec t ,  such amount . 

If and t o  t h e  extent then needed to  pay interest during 

so tranaferred from the  Construction Account s h a l l  be deposited in t he  Current 

Sinking Fund created in t he  Current Bond Resolution. 

E. Pending disbursement iif amounts on deposi t  i n  the  Construction 

Account, all such funds, o r  such port ion of said &unts on deposi t  in sa id  

Construction Account as is designated by the  Commission, s h a l l  b e  invested 

f o r  the  benef i t  of such Construction Account in Certificates o f  Time Deposirs, 

savings accounts, o r  U. S. Obligations which may be  converted r ead i ly  i n t o  

cash, having a maturity da t e  p r i o r  t o  t h e  da t e  when the  sums invested will 

b e  needed for cos t s  of the  construction project ,  as c e r t i f i e d  by the  Engineers, 

and/or by the  FmHA, provided t h a t  t o  the  extent that any amounts on. deposi t  

in t he  Depository Bank s h a l l  cause the t o t a l  deposi ts  of t he  District in 

s a i d  bank t o  exceed the  amount insured by the FDIC, such excess amount s h a l l  



b e  continuously secured by a va l id  pledge of U. S, Obligations, having an 

equivalent market va lue  (exclusive of accrued i n t e r e s t ) ,  fa conformity with 

ICRS 66,480, 

if a, separate FmliA Form 402-4 agreement is executed, if the FmHA has purchased, 

any of t h e  Bonds. 

Account, and income from such investments will be c red i t ed  to the Constructioa 

Investments . .  in C e r t i f i c a t e s  of Time Deposit  may be msda o d y  

Any such investments w i l l  b e  a p a r t  of t h e  Construction 

Account. A l l  such investments s h a l l  

o u t  in Section 303 hereof, 

F, When the: cons t ruc t ion  

construction cos t s  have b e e s  paid. in 

be, subjec t  t o  t h e  l i m i t a t i o n s  sat 

I 

pro jec t  has bee= completed and a l l  

full, as certified by the EngGeera 

for t h e  District, and/or  by t h e  BnHA, any bdlance.then remaining in  t h e  

Construction Account: may b e  appl ied t o  t h e  cost: of wustructf.ng additions1 

extensions, add i t ions  and/or improvements to, t he  system, and/or suck balance  

s h a l l  b e  t r a n s f e r r e d  t o  the  Current SinMng Fund, whereupon s a i d  Construction 

Accoun't shall be closed. Such balance so- t ransferred shall be used by t h e  

District immediately t o  redeem outstanding Current Bonds (or  to prepay 

instal lments  due o n  a Current Fu l ly  Registered Bond), provfded f u r t h e r  t h a t  

any balance i n s u f f i c i e n t  ta redeem a gond (or t o  prepay less tham $1,000 

of t h e  principaL payment f a l l i n g  due in. any year  on a Ful ly  Registered Bond) 

shall b e  t ransferred t o  t h e  Depreciation Fund, 

SECTION 302. INTERIM FINANCING AUTHORIZATION, - 
The borrowing of up t o  the aggregate sum of $526,000 from The 

Farmers Bank, Butler, Kentucky, from the Falmouth Deposit  Bank, Falmouth, 

Kentucky ( e i t h e r  a lone o r  through its correspondent bank) and/or from. any 

o ther  banks and/or from t h e  FmtIA (hereinaf ter  co l l ec t ive ly  and ind iv idua l ly  

re fer red  to  as t h e  "Banks"), is hereby authorized; and t h e  Chairman of the 

District, Denver Hornbeek, o r  h i s  succeseor, is hereby authorized t o  execute 

i n  the name and on behalf of t h e  District any number of negotiable promissory 



notes. i n  such form as may be prescribed by t h e  lending Banks, including 

Revenue Bond Anticipat ion Notea pursuant t o  KRS 58.i50, each Note evidencing 

as advance of cash funds by t h e  Banks to  t h e  District; and the Bank8 are 

hereby authorfzed and r e q u e s t e d t o  makedisbursement of t he  proceeds of 

such Notes d i rec t ly .  t o  t h e  p a r t i e s  e n t i t l e d  the re to  for services, and/or 

materids supplied in connection with t h e  aforesaid construct ion project ,  

as evidenced by (a) a c e r t i f i c a t i o n  of t h e  Engineers designated herein,  

(b) wr i t ten  approval of t he  Chairman or by such o t h e r  o f f i c i a l  of , the  District 

as may be authorized by  t h e  Commission, and ( c )  written approval of t h e  

FmHA; provided, however, t h a t  w r i t t e u  approval of t h e  Engineers shak not 

bs required f o r  matters n o t  under t h e  j u r i s d i c t i o n  of t h e  Engineers, such 

a s  l e g a l  feetr, land acqu i s i t i on  and related it-, in which cases the Banks 

shall d i sbur se  t h e  required amounts upon. receiving w r i t t e n  r eques t  of such: 

District o f f i c i a l  w i t h  written approval of t h e  FmHA, If interim financing 

is furnished by t h e  EtnHA, or if requested by t h e  FmHA for any o the r  reason, 

such in te r im financing shall b e  deposited i n  t h e  Construction Account and. 

shall be disbursed in accordance! with Section 30113 hereof. 

The au thor i ty  hereby grantgd ' to  t h e  Chairman includes t h e  execu- 

t i o n  of renewal Xotos in evidenceof  rhe renewal and extensiou of Notes? 

becoming due,. provided t h e  aggregate of the  pr incipal  amount of aU, such 

Notes outstanding and payable t o  the  Banks s h a l l  not  exceed $526,00O;.and I 

pravided each Note which is renewed o r  superseded is simultaneously cancelled 

by t h e  Banks and transmitted" t o  the  District Treasurer. The: rate o f  interest 

appl icable  t o  each Note and t o  each renewal Note s h a l l  not exceed a reasonable 

rate, which rate is subjec t  t o  t h e  approval of the  FmHA. 

Authority is hereby given for said t o t a l  authorized interim finan- 

cing of $526,000 t o  be t h e  maximum indebtedness which the  District m y  

owe to sa id  Banks a t  any given time; provided, however, t h a t  the District 



may reduce the  amount owed by the District t o  s a i d  Banks from t i m e  to t ime  

as and when funds are ava i l ab le  t o  t h e  District, whether derived from the 

proceeds of t h e  Federal  grant,  t h e  proceeds of t h e  sale of t h e  Current 

Bonds, o r  otherwise, and may reborraw from said Banks a d d i t i o n a l  amounts; 

in  a n t k i p a t i o n  of t h e  f u r t h e r  r e c d p t  by the District of a d d i t i o n a l  proceeds 

from said Bonds in order  t h u s  t o  enab le  the. District to. save i n t e rea t  c o s t s  

by applying t h e  proceeds of sa id  Bonds and/or g r a n t s  and/or o t h e r  funds; 

as received and which are not immediately needed for the: payment of. cos ts  

of the  cons t ruc t ion  project ,  toward t h e  I i q u i d a t h z  and/or reductihlr of 
* 

said i n t e r i m  f inanc ing  loans u n t i l  such t ime  a s  a d d i t i o n a l  interim financing 

loans a re  needed t o  provide add i t iona l  funds for c o s t s  of said construction 

p r o j e c t  as. required by t h e  District, s u b j e c t  tor  t h e  limitation t h a t  t h e  

t o t a l  amount owed to said B a n k s  at any given time shall not be in excess 

of  $526,000.. 

The Distr ic t  hereby cwenanta  and. agrees with said Banks t h a t  

upon t h e  i ssuance  and de l ivery  of t h e  Current- Bonds and/or t h e  r e c e i p t  

of sa id  grant, t h e  Distr ic t  w i l l  apply t h e  proceeds thereof,, t o  whatever 

ex ten t  may be necessary, in  payment o f  t h e  pr inc ipa l  amount of all such 

Notes of t h e  District then he ld  by sa id  Banks, together  with. i n t e r e s t  thereon 

€0 the d a t e  of such payment; and the  f i r s t  proceeds of s a i d  Bonds and g ran t s  

are hereby pledged therefor ,  and such pledge s h a l l  cons t i t u t e  a f i r s t a n d  

pr ior  charge aga ins t  said proceeds, 

. 
The District fu r the r  pledges. the  proceeds 

of t h e  gross revenues of t he  system t o  the  payment o f  said i n t e r i m  financing, 

such. p l e d g e  ranking o n  a p a r i t y  with t h a  Current Bonds, sub jec t  to  t h e  p r i o r i t y  

of t he  P r io r  Bonds. 

Although the  proceeds of t h e  Current Bonds and gran t s  are pledged 

to the  repayment of sa id  inter im financing, i t  is recognized t h a t  t h e  proceeds 

of the  g ran t  may be applied t o  the  extent required a t  the  time of r e c e i p t  



c .  

of t h e  proceeds of s a i d  grant, t o  the-payment of c o s t s  of the  construction 

p r o j e c t  due and owing by t h e  District a t  the  time of receipt of such proceeds, 

r a t h e r  than t o  c h e  repayment of por t ions  of t h e  in te r im f inancing at t h a t  

time* If and to  t h e  extent' t h a t  t h e  proceeds of said grant are in excess 

of any c o s t s  of the ,  cons t ruc t ioo  p ro jec t  due and owing a t  t h e  tin? of receipt 

thereof, such proceeds may be applied,  i n  t h e  same manner as hereinabove 

indicated,  t o  t he  reduct ion of t h e  amount of t he  inter im financing,, a f t e r  

which, such interim financing map again be increased as theretofore.  

any event, t h e  proceeds. of said grant and of any o t h e r  g r a n t s  earmarked 

for t he  construct ion project ,  are phdged,  together  with t h e  proceeds of 

the C u r r e n t  Bonds (pIua t h e  secondary pledge of t h e  revenues of t h e  system, 

In 
L 

sub j act  t m  t h e  prf;ority of the Prior Bonds) ,, to t h e  repaymenf of such. interim 

f inancing . 
SECTTON 303, -- INVESTMENT PROCEEDS ; FEDERAL ARBITRAGE LIllITATIONS, 

The Di s t r i c t  covenants t h a t  s u m  derived from t h e  proceeds of the. 

Current Bonds,. s h a l l  not b e  invested in invesbnents which w i l l  produce: a 

n e t  adjusted yield which is Fn excess of t h e  n e t  i n t e r e s t  c o s t  ( e f f e c t i v e  

y ie ld)  of the! Current  Bonds if such investment would cause. such Bonds to, 

be treated as "a rb i t r rge  bonds" within the meaning of Section 103(c)(2) 

of t h e  I n t e r n a l  Revenue Code of 1954, as amended, and the applicable.Income 

Tax Regulations thereunder, provided, however, t h a t  funds may b e  invested 

to whatever ex ten t  and whenever such A c t  and/or appl icable  Regulations p e r m i t  

same to, be inves ted  without causing the: Current  Bonds t o  be t rea ted  as 

"arbitrage bonds'' 

On the  basis of the  known f a c t s  and reasonable expectations 

on t he  da t e  of adoption of t h i s  Bond Resolution, t he  District c e r t i f i e s  

t h a t  i t  is not  expected t h a t  t he  proceeds of t h e  Current Bonds w i l l  be used 



in a manner which would cause such Bonds t o  be  a rb i t r age  bonds. T h e D i s t r i c t  

covenants t u  t h e  purchasers and/or ho lders  of t h e  Current Bonds t h a t  (a) 

the District w i I l  make no use of t h e  proceeds of said Bonds, which, Ff 

such use had. been reasonably expected' OR the d a t e  of i s s u e  of such Bonds, 

would have caused such Bonds t o  be a r b i t r a g e  bonds, and (b) t h a t  t h e  District 

w i l l .  comply with (1) a l l  of t h e  requirements- of Section 103(cr) of t h e  I n t e r n a l  

Revenue Code and (2) all of the: requirements of tha  appl icable  Income Tax 

Regulations thereunder, t o  whatever extent'is necessatp t u  assure* t h a t  

the Current Bonds shall n o t  be treated a s  a r b i t r a g e  bonds, 

Based on information furnished by the Engineers, on kno; facts 

and reasonabIe expectat ions a t  th is  tine. t h e  D i s t r f c t  certifies as follows: 

(a) that t h e  District has  entered i n t o  c o n t r a c t s   wit^ t h e  
Engineers f o r  engineering services in connectiarr With t h e  
construction p ro jec t  f inanced by  t h e  Current Bonds, and t h e  
f e e s  tor b e  p a i d  to such  Engineers w i l f ,  exceed. 2-1/2% of 
t h e  t o t a l  c o s t  of the project ;  

(b) t h a t  the .construction of t h e  construct ion p ro jec t  harp 
commenced o r  will commence within six months from t h e  
d a t e  of issuance of the-Current  Bonds; 

(c) t h a t  the construction: of sa id  construct ion p r o j e c t  w i l l  
proceed the rea f t e r  t o  completion with due d i l i g e n c e  011 
t he  p a r t  of the D i s t d c t ;  

(dl t h a t  a t  least  85% of the  spendable proceeds of t h e  C u r r e n t  
Bonds will be expended on  t h e  costs  of construct ion of 
t h e  construction p r o j e c t  within less than t h r e e  years. 
from the d a t e  of issuance of the  C u r r e n t  Bonds;, 

. 

I 
(e) t h a t  the  o r ig ina l  proceeds of the- Current B0nds.wil.l n o t  

exceed by more than f i v e  percent  (5%) (or by any percent) 
the amount required f o r  the  cos t s  of th& construction 
project ;  i n  f a c t  such proceed8 w i l l  be supplemented by a 
federal. g r a n t  t o  assure  payment of all cos t s  of t he  
construction project;  and therefore  the re  has n o t  been and 
w i l l  not  be  any over-issuance of t he  Bonds; 

. 

(f) t h a t  i t  is not  reasonably anticipated t h a t  t h e  p ro jec t  o r  
the system w i l l  b e  sold o r  otherwise disposed of,. i n  whole 
o r  in p a r t ,  p r io r  t o  the  las t  maturity of the  Current 
Bonds; and 

I 



(g) that  t h e  District has not been advised of any l i s t i n g  o r  
contemplated l i s t i n g  by t he  I n t e r n a l  Revenue Service 
determining tha t  the foregoing type of c e r t i f i c a t i o n  with 
respect t o  the District's obl igat ions may not be r e l i e d  
09'. 

Accordin& it is ant ic ipa ted  t h a t  t h e r e  will be no limitation on 

the permissible yield on investments made from the proceeds. of- t h e  C u r r e n t  

Bonds. 
) 

P r i o r  to. o r  a t  t h e  time of del ivery  of the Bonds, t h e  Chairman 

and/or the District Treasurer is authorized to .  execute t h e  appropriate: I 

c e r t i f i c a t i o n  with re ference  t o  the matters referred t o  above, s e t t i n g  - 
aut all known and contemplated f a c t s  concerning such an t ic ipa ted  construction, 

expenditures. and investments, including the  execution of necessary and/or 

desirable c e r t i f i c a t i o n s  of the type  contemplated b y  t h e  Latest "Proposed; 

Arbitrage ReguIations,'' as amended, in order  t o  assure that interest om 

the Current Bonds w i l l  be: exempt from a l l  Federal income taxes and t h a t  

the Current Bonds. WflL not be treated a s  a rb i t rage  bonds. 



ARTICLE 4. 

OPERATION OF SYSTEM; FLOW OF FWDS; 
CURRENT BONDS SUBJECT TO PRIORITY OF PRIOR BONDS 

HONTHLY PADEXTS OF PRINCIPAL AND INTEREST SO LONG 
AS FmHA HOLDS OR IHSURES THE CURRENT BOWS. 

SECTION 401, OPERATION OF SYSTEN TO CONTINUE AS HERETOFORE; 
PROVISIONS OF PRIOR BOND RESOLUTION INCORPORATED 7- 

HEREIN; CREATION' OF N E W  FUNDS, 

All proceedings preliminary t o  and i n  connection with the  issuanca 

of t h e  outstanding Prior Bonds o€ t h e  District, including provisions. made 

for the receipt,. custody and t h e  appl ica t ion  of t h e  proceedrt of said Bonds; 
& 

f o r  t h e  opera t ion  of t h e  waterwork8 system on a revenue-producing basis;  

for t h e  segregation, allocation! and custody of t h e  revenues derived from 

the opera t ion  of the  system; for the enforcement and payment of said Bonds; 

and a l l  o t h e r  covenants for the  b e n e f i t  of bondholders; s e t  o u t  in t he  P r i o r  

Bond Resolution, are hereby r a t i f i e d  and confirmed and s h a l l  continue i n  
, 

' 

f o r c e  and inure t o  t h e  s e c u r i t y  and benef i t  of the Prior Bonds, and (subjectr 

to the  p r i o r i t y  of the  P r i o r  Bonds) of the Current Bonds he re in  authorized, 

t h e  same as if such provis ions  and proceedings were repeated in f u l l  herein& 

provided, fur ther ,  t ha t ,  af ter  t h e  isauance of the  Current Bonds, the income 

and revenu'es of the  system shall be. collected,  segregated, accounted for 

and d i s t r ibu ted  as follows: 

A separate and s p e c i a l  fund or account of. t h e  District, d i s t i n c t  

and a p a r t  from a l l  other  funds and accounts, was here tofore  created by t h e  

Pr ior  Bond Ordinance, which fund has been and is designated and i d e n t i f i e d  

as. t h e  Vendle ton  County Water District Revenue Fund"' (the: "Revenue Fund"), 

i n  t h e  custody of the District Treasurer, which fund has been deposited 

with and s h a l l  continue t o  be maintained and deposited with the Depository 

Bank, 80 long as any of t h e  Pr ior  Bonds, t he  Current Bonds, o r  any par i ty  

bonds are outstanding. The District covenants and agrees tha t  i t  w i l l  



continue t o  deposit there&, promptly as received from t i m e  to  time, a l l  

cash income and revenues of t h e  system, as same may be extended and improved 

from time to time, The moneys in t h e  Revenue Fund from time t o  t i m e  shall 

continue tcr be used, disbursed and appl ied by t h e  District  o n l y  for the 

purpose and i n  the  manner and order  of priorities spec i f ied  in t he  Prior 

Bond Resolution, as here ina f t e r  modified, a l l  aspe rmi t t ed  by t h e  appIicable. 

statutes, and in. accordance with previous contractual commitments- as follows: 

A, Prior Sinking Fund. 

k separate and s p e c i a l  fund o r  account o f  t h e  District designated 

"Waterworks Bond and rn te re s t  SinMng Fundfr ( the "Prior S in l shg  Fund"), was 

created by t h e  P r i o r  Bond Ordinance, and. t h e  same (including the Debt Service 

Reserve therein, h e r e i n a f t e r  referred t o  88s t h e  "Prior Resem Fund") shall 

continue ts b e  maintained as provided in? t h e  Prior Bond.Resolution; and: 

the District covenants and agrees that it w i l l  continue t o  depos i t  t he re in  

such funds from t h e  Revenue Fund as required by t he  terms of t h e  P r i o r  

Bond Resolution t o  be so deposited; and such sum8 shall be held and applied. 

by. t h e  District in the. manner required by said Prior Bond Ordiaance and 

by t h i s  Current Bond Resolution. 
c .. 

a,. 

The P r i o r  Sinking Fund (including the debt service reserve port ion 

thereof) s h a l l  continue t o  be maintained a t  t h e  Depository Bank so long as 

any of t h e  Current Bonds andlor of the Pr ior  Bonds a r e  outstanding, 

. B, Current Sinking Fund. 

A t  or after the time t h a t  t h e  C u r r e n t  Bonds have been delivered, 

t h e r e  s h a l i  be transferred from the  Construction Account an amount s u f f i c i e n t  

(currently estimated at: $11,000) t o  provide for capi ta l ized i n t e r e s t  during 

the construction of the Construction project,  a s  approved by the  Engineer8 

and by the FmlIA, if and t o  the ex ten t  not theretofore expended in paying 



,. * e. 

I 

interest on interim financing and i f  and to  t h e  ex ten t  then needed t o  pay 

interest during tha remaining period of construction of t he  constructioa 

project, Such amount: so t r ans fe r r ed  from t h e  Construction Account s h a l l  

be deposited in the  "Pendleton County Water District Wataworksc Bond and. 

Interest Sinking Pund of 1977" hereby created ( t h e  "Current Sinking Fund"). 

After t h e  t r a n s f e r s  required. in t he  preceding sub-paragraph 

to be made Fn each month have been paid from the  Revenue Fund, and after 

t h e  expiration of  t h e  month in which i n t e r e s t  ou the Current Bonds is laat 

payable o u t  o f  the sum set as ide  into t h e  Current Sinking Fund as capitalized 

iaterest, there! shall next be t ransferred in each month from said Revenue 

Fund and deposited i n t o  t h e  Current Sinking Fund on or before  the 15th day 

of each month, for payment of i n t e r e s t  on and p r inc ipa l  of the: Current Bonds, 

a sum. e q u d  to. t h e  t o t a r  of t h e  folEaJingr 

c 

A n  amount equal. t o  one-sixth (or  such: larger amount as 
is necessary) of t h e  next succeeding six-month interest 
ins ta l lment  t o  become due on t h e  Current Bonds then 
outstanding, plus .  

Beginning i n  December, 1979, a sum equal. t o  one-twelfth 
(or such largeramount  a s  is necessary) of t h e  p r inc ipa l  
of any Current Bonds *. maturing on the. next succeeding, 
December I.. 

If the  District f o r  any reason shall fail to  make an?~,monthly 

deposits a s  required, then an amount equal  t o  t h e  deficiency shall be set 

apart and deposited into the  Current Sinking Fund. ou t  of t h e  f i r s t  avai lable:  

revenues in t h e  ensuing month o r  months, which amount shall be i n  addition: 

t o  the  monthly deposi t (s)  otherwise required during such succeeding month 

o r  months. Whenever there shall accumulate in t h e  Current Sinking Fund.. 

amounts in excess of the  requirements during t h e  next twelve months f o r  

paying the p r i n c i p a l  of and i n t e r e s t  on outstanding Current Bonds as same- 

f a l l  due, and if a t  such time t h e  District is in compliance wi th  a l l  provisions 



of the Pr io r  Bond Ordinance, such excesaamount may be used f o r  redemption 

of such Current Bonds p r i o r  t o  maturity, as set f o r t h  In Section 205 hereof, 

On or befo re  t h e  15th day8 of May and/or November ia each year,. 

t h e  Depository Bank s h a l l  transfer from t h e  C u r r e n t  Sinking Fund a sum equal. 

to  t h e  interest  or a am. equal t u  t h e  princlpaL and interest, as the  case 

may be, becoming due on the. next following r e spec t ive  June 1 and/or December 1, 

and deposi t  t h e  same in an account hereby created and i d e n t i f i e d  as. t h e  

"Pendleton County Water District 1977 Waterworks Bond and Interest Payment 

Account; and 8 h a U  n o t i f y  t h e  alternate payor bank, if any, t h a t  the same 

is held as a t r u s t  fund tu be  drawn upon by  the  paying. agent(s) to pap 

maturing coupons, and/or interest  installments,  o r  Bonds and coupons, and/or 

p r inc ipa l  and i n t e r e s t  installments, as the case may be, upon presentat ion 

thereof on or a f t e r  maturity and upon surrender of naturbg Bonds. and/or ' 

coupons. 

The Depository Bank and the: Dis t r i c t  Treasurer shall keep appropri- 

s t e r e c o r d s  as t o  payment of p r inc ipa l  and interest installments and as to  

papent  of pr inc ipa l  and interest  on any Coupon Bonds, 

that so long as t h e  only Bond(s) o u t s G d i n g  is (are) Fu l ly  Regis tered Boud(s), 

Provided, however, 

the functions. contemplated by this paragraph shall be performed by the District 

Treasur e t  

All funds in. sa id  Current Sinking Fund sha l l .  be. deposited' in 

the Depository Bank, or  such portion of said'amouats on deposit in said 

respective! Funds as ig. designated by the  Commission s h d f  be invested f o r  

t h e  benef i t  of such respecti've Funds 5xr Certificates of Time Deposit, savings 

accounts, o r  U. S, Obligations which nay be converted readily; into cash, 

having a maturity d k e  p r io r  t o  the  d a t e  when the sums invested W i l l  be 

needed for meeting i n t e r e s t  and/or pr inc ipa l  payments, t o  mature or be called, 
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provided t h a t  t o  the  ex ten t  t h a t  any amounts on deposi t  i n  said Bank s h a l l  

-use the  t o t a l  depos i t s  of the  District  i n  said bank t o  exceed t h e  amount 

insured by t h e  FDIC* such excess amount s h a l l  b e  continuously secured by 

;E valid pledge: of U, S, ObIigations, having an equivalent  market value, 

in conformity with KRS' 66.480. 

may b e  made only i€ a s e p a r a t e  E'mHA Form 402-4 agreement is executed, if 

the+FmHA has  purchased any of the  Bonds. 

Investments i n  Certfficates of ,Time Deposit 

Any such investments will be a p a r t  

of t he  respect ive Funds from.. which t h e  proceeds invested a r e  derived, and 

income: f ro  im E 

C 

from such investments WiTk be credi ted  to such respective bunds, 

C. District -- t o  Make P r i n c i p a l  and I n t e r e s t  Payments on 
Current Eonds on a Monthly Basis so Long as FmHA T l d s  
or Insures  a l l  of t h e  Current Bonds. 

--- -- - 

iuch investments WiTk be credi ted  to such respective bunds, 

District t o  Make P r i n c i p a l  and I n t e r e s t  Payments on 
Current Eonds on a Monthly Basis so Long as FmHA T l d s  
or Insures  a l l  of t h e  Current Bonds. 

-- --- -- - 
So long a8 a l l  of the  Current Bonds are- he ld  o r  insured by the  

the  District shall,, if requested b p  t h e  E'mJiA, m a k e  payments of amounts equa l  

to t h e  totar of  (a) and (b) of Sect ion 40lE above,. being, t h e  t o t a l  of * t h e  

monthly p r i n c i p a l  and i n t e r e s t  requirements oa the: Current Bonds, i n  monthly 

payments t o  t h e  F'mHA or to  the- insured owner of t h e  Current Bonds, o u t  of the  

Sinking Fund; provgded f u r t h e r  t h a t  at t h e  opt ion of  any o t h e r  m e r  of afJ 

of t h e  Current Bonds, such payments' g h d l  s imi la r ly  be made in  monthly pay- 

. ments t o  such owner. 

D, I n i t i a l  Reserve Fund. 
At or p r i o r  t o  the  del ivery of the Current Bonds the re  s h a l l  be 

deposited i n t o  the  " I n i t i a l  Reserve Fund," hereby created,  the sum of n o t  less 

than $11,000 derived from connection charges. 

may be used by the  District, proportionately over t h e  first five y e a r s  of 

operation of the waterworks system, a f t e r  the  del ivery of t he  Current  Bonds, 

upon appropriate c e r t i f i c a t i o n  by the  Commission, when necessary, f o r  the  

purpose of making payments of pr inc ipa l  and i n t e r e s t  on all outstanding Bonds 

Such InFt iaL Reserve Fund 
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if the  noneys on deposi t  i n  the  Sinking Fund are not  suff ic ient  t o  make 

such payments, or f o r  t h e  purpose o f  meeting the c o s t s  of operat$on and 

maintenance of t h e  system, 

remaining on deposit  i n  such Initial Reserve Fund shall. be t ransfer red  in to-  

t h e  Depreciation Fund, and used f o r  the same purposes as o t h e r  moneys in 

the Depreciation Fund; provided, however, tha t  such sums may be  used f o r  the 

purpose of making payments of p r i n c i p a l  and i n t e r e s t  on t h e  outstanding Prior 

Bonds and/or Current Bonds if the  moneys on deposit  in t h e  respebt ive Sinking 

A t  the  end of such five y e a r  per iod,  any sums 

Funds are n o t  s u f f i c i e n t  t o  make such payments. 

E. Depreciation Fund. 

A separa te  and s p e c i a l  fund or account of  said District was created 

in Sect ion 6B of. said P r i o r  Bond Ordinance, and designated "Depreciation Fund," 

which fund is hereby r a t i f i e d ,  confirmed andordered t o  be continued so long 

a s  any of t h e  Prior Bonds, t h e  Current Bonds and any p a r f t y  bonds are outstand-. 

ing, 

t o  modiftcations see out herein)  t h a t  from the balance of the  income and 

revenues o f  the system remaining i n  &he Revenue Fund, a f t e r  the  t r ans fe r s  

required ih Subsections A and B above a r e  made i n  each month, t h e r e  sha l l .  be 

t r ans fe r r ed  monthly the  sum of  $25.00 p e r  month f o r  the purpose of bui lding 

Said. P r i o r  Bond Resolution required and it is hereby required (subject  

up and maintaining i n  the  Depreciation Fund a balance of a t  least $5,000. 

It. is. hereby ordered that .  the monthly deposits. i n t o  the Depreciation Fund 

sha l lhence fo r th  be the  sum of $145.00 p e r  month (an increase of $130.00 

p e r  month) until there  has been accunulated and is being maintained i n  

such Depreciation Fund the sum of $20,600 (an increase of $15,600). In 

addition to  the monthly t r ans fe r s  and the maintenance of the uinimum balance 

in sa id  Depreciation Fund, t h e  Pr ior  Bond Resolution requires  tha t  t h e r e  be . 



deposited i n  the Depreciation Fund t h e  proceeds from t h e  e a l e  of any equipment 

no longer usabIe or  needed, f e e s  OL charges co l l ec t ed  front p a t e n t i d  customers 

to aid in the: f inancing of the  c o s t  o f  f u r t h e r "  ex tens ions  and fmprovements, 

and t h e  proceeds from any property damage insurance, and thac  such amounts 80. 

deposited be used only  for t h e  purposes. f o r  which such Fund i a  establ ished,  

P. Operation and Naintenance Fund, - 
A; separate and s p e c i a l  fund. OX account of  s a i d  District was. created 

L 

in Section 6(C) of t h e  Prior Bond Ordinance, which Fund was designated as t b  

''Operation and Maintenance Fund." 

In said P r i o r  Bond Resolution, the District covenanted that, s u b j e c t  

to t h e  provisions for t h e  d i s p o s i t i o n  of cash income and revenues derived 

frum t h e  system in Sections 6(A) and 6(B) in the Prior Bond Ordinance, the 

District would t r ans fez  monthly from t h e  r d n g  funds ilr the Revenue Fund 

t o  the Operation and' LHaintenance Fund sums s u f f i c i e n t  t o  pay 88 they accrue 

t h e  Current Expenses of operacing and maintaining t h e  waterworks system pursuant 

to t h e  Annual Budget. 

The Operation and Xaintenaice Fund establ ished by t h e  P r i o r  Bond 

Ordinance s h a l l  be maintained so long as any of the: P r i o r  Bonk. t h e  Current 

Bonds and any addi t iona l  p a r i t y  bonds are outstanding, Said Operation and. 

Maintenance Fund is required t o  be maintained with the Depository- Bank,. 

subject: t o  t h e  o rde i  of the Commission; and subjec t  t o  t h e  provisions for 

the d ispos i t ion  of cash income'irr subsections A, B and E hereof, t h e  Distr ic t  

sha l l  continue t o  t r a n s f e r  in each month sums s u f f i c i e n t  to pay as they accrue 

the  Current Expenses o f  operating and maintaining the  watzrworks system pursuant 

t o  the  Annual Budget. 



G. Excess Funds. 

Subject  t o  t h e  provisions f o r  t h e  d i spos i t i on  o f  tha income and 

revenues of t h e  system in: Subsections A, B, E and F o f  t h i s  Section, which 

provis ions are cumulative, and after paying o r  providing, f o r  t h e  p a p e n t  of 

debt service on any subordinate- obl igat ions,  the balance of exceas. f u n d s  

, remahing  i n  t h e  Revenue Fund s h a l l ,  wi thin s i x t y  (60) days after the!  end^ of 

each fiscal year, be used (1) t o  retire any outstanding obl iga t ions  against. 

the system; provided, however, tha$ no Current Bonds s h a l l  b e  retired through 

the appl ica t ion  of such excess funds u n t i l  alL of t h e  P r i o r  Bonds shall have 

been. retired, o r  (2) t o  t r a n s f e r  add i t iona l  amounts t o  the  Depreciation Fund; 

provided, however, t h a t  na such t r a n s f e r  s h a U  be made t o  t h e  Depreciation 

Fund u n l e s s  the re  s h a I l  have first been accumulated in  the- Operatfan an& 

Maintenance- Fund a surplus, equal to the cost  o f  mafn ta fdng  and operating 

the: system during the remainder of tha fiscal. year and t h e  succeeding U e :  

f i s c a l  year ,  o r  (3) t o  pay debt  s e rv i ce  on any outstanding jun io r  and 

subordinate obligations.  * 

' 

-. 
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ARTICLE 5, 

COVENANTS OF DISTRICT TO BONDHOLDERS, 

Sa long, as any of t h e  Current Bonds are outstanding and unpai& 

(and not provided f o r  or defeased as permitted by Section 703 hereof) the 

D i s t r i c t  covenants as follows:- 

SECTION - 501, RATES"AND CHARGES. 

The rates and charges f o r  allservices- and f a c i l i t i e s  rendered 

.- by the  system s h a l l  b e  reasonable and just, taMng i n t o  account and c o n s i d e r  

a t i o n  t h e  cost  and va lue  of the system (including a l l  extensions. additions 

and improvements thereto),  t h e  c o s t  o f  maintaining, repair ing and operating 

the same and. t h e  amounts: necessary f o r  the payment of pr inc ipa l  of and i n t e r e s t  

L 

. 

on a t X  bunds ou t s t andbg  against t h e  system, and t he re  shal;t b e  charged suck 

rates and charges. as shall be adequate. t o  meet t h e  requirements of t h i s  an& 

ARTICLE 4 hereof. 
J 

The District covenants t h a t  it a n a t  reduce the rates and 

charges for t h e  services rendered by the system without first filing. with 

t h e  Secretava c e r t i f i c a t i o n  of an Independent Consulting Engineer, as defined 

herein,  t o  t h e  effect t h a t  t h e  ~MU'L n e t  revenues (defined as g ross  revenues 

less cur ren t  expenses) of the  then ex i s t ing  sy3tem f o r  the  f iscal  year  p r e -  

ceding t h e  year i n  which such reduction is proposed, as such a n n d  n e t  

revenues are adjusted, a f t e r  taking i n t o  account the  projected reduction 

i n  "hnnual net revenues" ant ic ipated t o  result from any such: proposed rate 

. 

decrease, are equal t o  not less than 1 2 O X  of t he  average annual debt service 

requirements for pr inc ipa l  and i n t e r e s t  on a l l  oE the  the= outstanding bonds 

payable from the  revenues of t h e  system, calculated i n  the  manner spec i f i ed  

in Section 603 hereof, 



SECTION 502. BOOKS AND ACCOUNTS. -- 
If and to the  extent  no t  now ful ly .  required by t h e  Prior Bond 

Resolution, t h e  District s h a l l  install  and maintain proper recorda and accounts. 

relating t u  the operat ion of the systern an& its finaaciat affairs, and t h e  

holders, of any. of t he  P r i o r  Bonds or  o f  t h e  Current Bonds, or  t h e i r  authorized 

representatives,, sha l l  have the: r i g h t  a t  alf: reasonable times to inspect  

t h e  facilities and a l l  records, accounts and d a t a  r e l a t i n g  thereto,  An 

annual a u d i t  on a f i s c a l  yea r  b a s i s  s h a l l  b e  made of the books and accounts 

per t inent  t u  t h e  system by a Cer t i f ied  Public Accountaut licensed im Kentucky, 

No later than sixty days a f t e r  t h e  c lose  o f  each fiscal year, copies of such. 

a u d i t  r epor t s  certified by such- Accountant shall b e  promptly mailed t o  the 

I 

Government without request, so long as' t h e  Gaverxuent is the holder  of any 

of t h e  Current Bonds, and t o  any bondholder t h a t  may have made a written. 

request  for s&e, Monthly operating r epor t s  s h a U  be furnished td t h e  FmHA. 

and to any bondholder requesting same, during t h e  f i r s t  twa years of operation: 

after completion of t he  construct ion pxoject, and whenever and so l ong  a s  

t h e  District i s  delinquent in. any of t h e  covenants set o u t  herein, Quarterly 

operat ing r epor t s  s h a l l  

SECTION 503. - 
* 

While- any of 

be: furnished-to such parties at a l l  o t h e r  times, 

SYSTEM TO CONTINUE TO BE OPERATED 
ON FISCAL YEHR BASIS'. 

t he  P r i o r  Bonds,, the: Current Bonds and any p a r i t y  

bonds are outstanding and unpaid and t o  t h e  extent  not now prohibited.  by 

law, ,  the  system shall continue t o  be operated and maintained on a fiscal 

y e a r  b a s i s  commencing on December 1 of each year  an& ending on November 30 

of t h e  succeeding year, which period s h a l l  a l so  cons t i tu te  t h e  budget 

y e a r  f o r  the operation and maintenance o f  t h e  system. Not later than 60 

days a f t e r  the beginning of each f i s c a l  year, beginning immediately after 



t h e  issuance of the Current Bonds, the Di s t r i c t - and  t h e  Commission agree 

t o  cause ko b e  prepared a deta i led  statement of income= and expenditure for 

the  p a s t  year, a curren t  f i nanc ia l  statement and a "Proposed Annual Budget 

of Current Expenses'' of t h e  system for t h e  ensuing fisc& yearv itemized 

on t h e  basis  of monthly requirements. A copy of said "Proposed Annual Budget 

of Current Expenses" s h a l l  b e  mailed to any bondholder who may request  in 

wri t ing  a copy of such Budget, and t o  t h e  Government without request  if 

t h e  Government is t h e  holder of any of t h e  Bonds, 
4 

Current expenses shall inc lude  all. reasonable and necessary expenses 

of operating, repairing, maintaining and insuring the system, but shall: exclude 
c 

depreciation, payments i n t o  t h e  Sinking Fund, t he  Reserve Fund andtha Depre- 

c i a t i o n  Fund, The D l s t r k t  covenants that t h e  Current Expenses incurred 

i r r  any year  will: not exceed the  reasonable an& necessary amounts therefor ,  

and t ha t  t h e  District w i l l  not expend any amount: 01: i n c u r  any obligat ion 

for operation or maintenance and repair i n  excess of t h e  amounts provided 

for Current Expenses i n  the Annual Budget,'except upon resolut ion by t he  

District  that such expenses are necessary to  operate  anbmain ta in  t h e  system, 

A t  t h e  same time and in l i k e  manner, t h e  District  shall prepare an estimate 

of gross revenues t o  be derivea from t h e  operation of t h e  system f o r  said 

f i s c a l  year, and, t o  t h e  extent that sa id  gross revenues are insuff ic ient .  

(a) t o  pay d e b t  se rv ice  requirements on a l l  outstanding bonds during the  

ensuing f iscal  year, (b) t o  accumulate and maintain all required reserves 

enumerated herein, and (c) t o  pay Current Expenses, t h e  District s h a l l  revise 

the- rates and charges su f f i c i en t ly  t o  provide the  funds required. 



If t h e  holders  of SOX in  amount of the Current Bonds, o r  the- 

Government so long as it is t he  holder  of any of said Bonds, so request, 

t h e  Commission s h a l l  hold an open hearing n o t  later t h a n  t h i r t y  days before 

t h e  beginning o f  t h e  ensuing fiscal. year,, at which t i m e  any bondholder may 
I 

appear by agent or a t to rney  and may f i l e  written object ions t o  such proposed 

budget. 

least l5 days p r i o r  t o  t h e  hearing t o  each r eg i s t e red  bondholder- and t o  

Notice of the  time and place of such hearing sha lk  be mailed a t  

the Government. 
I, 

The District and - its C o d s s i o n  covenant t h a t  annually before the  

f i r s t  day of July, the. annual budget of current  expenses for t h e  then cur ren t  

f i s c a l  y e a r  will. be adopted subs t an t i a l ly  in accordance with t h e  preliminary 

or proposed annual budget, and no expenditures f o r  operation: and maintenance 

expenses of t h e  system in: excess of t h e  budgeted amount.shall be made during 

suck fisc& ye& unless d i rec t ed  b y  said District by a s p e c i f i c  r e so lu t ion  

duly adopted, 

SECTION 504. GENERAL COVENANTS, 

ThwDis t r ic t  through its Commission hereby covenants and agrees  

with t h e  holders- of. the  Current Bond;" that:  

(1) It w i l ?  f a i t h f u l l y  and punctually perform a l l  du t i e s -wi th  
reference t o  the  system required by t h e  Const i tut ion and 
l a w s  of the- Commonwealth of Kentucky; 

(2) It w i l l  make and c o l l e c t  reasonable and s u f f i c i e n t  rates 
and charges for serv ices  and f a c i l i t i e s  rendered by t h e  
system; 

(3) It will segregate the revenues and income from the  s y s t e m  
and make appl ica t ion  thereof consis tent  with and as pro- 
vided by this Resolution; 
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(4) Unless the  wri t ten consent of t h e  holders of a majority i n  
amount of t h e  outstanding Current Bonds plus a l l  of t h e  out- 
standing Prior Bonds, has  been obtained, the  District agrees  
n o t  to sell, lease, mortgage, or in any manner dispose of 
any i n t e g r a l  p a r t  of t h e  system, including any and a l l  appur- 
tenances there to  and extensions, addi t ions  and/or  Improve- 
ments t h a t  may be made t h e r e t a  u n t i l  a l I  of  the: Prior Bonds, 
and all of t h e  Current Bonds shall have been pafd  o r  provided 
f o r  in f u l l ,  aa provided in Section 703 (Defeasement) 
hereof; subjec t  t o  t h e  provisions. of Sect ion 606 hereof; 

( 5 )  It wfll maintain i n  good condition and continuously opera te  
t h e  system and appurtenances:thereto and w i l l  charge such 
rates and charges f o r t h e  services  rendered thereby so t h a t  
t h e  gross income- and revenues w i l l  be  s u f f i c i e n t  a t  all, times: 
t o  pay t h e  interest on and p r i n c i p a l  of t h e  Prior Bonds, t h e  
Current Bonds and any p a r i t y  bonds as. same become! due, t o  pay 
t h e  c o s t  of ojperating, and maintaining t h e  system ahd t o  pro- 
vide for: an adequate depreciation account; 

(6)  It w i l l  carry and maintain insurance om propert ies .  of t h e  
system subjec t  t o  loss or damage in amounts and agains t  
hazards subs t an t i a l ly  in accordance with the practices of 
o t h e r  d i s t r i c t s ,  cities or corporations: which OWIT anti 
maintain waterworks systems under s i m i l ~  conditions:, and 
so long as t h e  Government is t h e  hoXder of any" of the Bonds, 
the  Government wilf: be liste4 as co-beneficiary on any such  
policy; and t h e  District  s h a l l  f u r t h e r  comply- with t h e  
insurance requirements of Section 506 hereof (invohing 
insurance on motors, tanks and s t ructures) .  

L ... 

So long as the  FmHA s h a l l  hoXd any of the Current Bonds. t h e  

Dis t r ic t  shalL comply wfth such Fm&% regulations, requirements and requests 

as shall be made by the EtnEtA, including t h e  furnishing of operat ing and 

o t h e r  f inanc ia l  statements in such form and substance and f o r  such periods 

as may be requested by t h e  FmHA, t h e  carrying of insurance of such types 

and in such amounts. a s  the  &EA may specify;  with insurance carriers acceptable  

t o  the FmHA, and compliance with all o f . t h e  terms and conditions of t h e  

Loan Resolution (FmHA Form 442-47) executed by t h e  District. 
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SECTION=, 

If and to  the  extent not now. fully required by t h e  Prior Bond 

INSURANCE OF MOTORS, TANKS ANI) STRUCTURES, 

Resolution, the District s h a l l  (a) immediately after the adoption of t h i s  

Resollution, and. (b) a t  the time oE f ind  acceptance o f  the construction 

project from the contractorb) , insure all. electric motors, elevated water 

storage tanks, pumping stations- and major structures of  t h e  entire waterworka 

system, in an: amount; recommended. by t h e  District's Engineers and approved 

by the FmHA, sa. long. as. the  FmEzk is t h e  holder of any of the Current: Bonds, 

for the hazards usually covered in such area, and shall similarly insure; 

same in an amount recammended by the  District's Engineers, without the neces- 

sity of approval. by t h e  FmHA if and whenever the District  has bonds, outstanding - 
against the system: and none of such bonds are held b y  t h e  FmHA,, 

L . .  . c 
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ARTICLE 6. 

INFERIOR BONDS AND PARITY BONDS 

Except as provided below in, this Section, t h e  Distr ic t  shall 

not,. so. long as any of t h e  Current Bonds (and any bonds ranking, o n  a p8YZky) 

are outstanding, issue any addi t iona l  bonds payable from the revenues of 

t h e  system unless the  secu r i ty  and/or pledge of the revenues and s t a tu to ry  

mortgage lien t c r  secure such a d d i t i o n a l  bonds. -/are made i n f e r i o r  and subor- 

dina te  in all r e spec t s  t o  the: seculctty of t h e  Current Bonds and any p a r i t y  
L 

bonds 

TIie Dis t t ic t  expressly resezvea the! r i g h t  a t  aay time or t imes 

t u  i s s u e  its bonds o r  o the r  ob l iga t ions  payable from the revenues of t h e  

system and not ranking on a basis ,  of e q u a l i t y  with t h e  Current Bonds, wi thou t  

any proof of previous earnings o r  n e t  revenues, provided that t he  consent  

of t h e  FmHA must be obtained p r i o r  to  t h e  issuance of any i n f e r i o r  bonds 

so long as the  FbHA holds any of t h e  Current Bonds o r  any p a r i t y  bonds, 

and provided f u r t h e r  t h a r  (after t h e  in i t ia l  completion. of t h e  construction. 

p ro j ec t )  such inferior bonds may be issued only  for t h e  purpose of provididg 

for f u t u r e  extensions, addi t ions  and/or improvements t o  t h e  system, and 

ohlp  ixr express recognition o f  t h e  p r i o r i t i e s ,  l i e n s  and r i g h t s  created 

and e x i s t i n g  for the  secur i ty ,  source of payment and protect ion of the 

Current Bonds and any p a r i t y  bonds; provided fur ther ,  t h a t  nothing in t h i s  

sec t ion  is intended t o  restrict o r  s h a l l  b e  construed as; a; r e s t r i c t i o n  upon, 

t h e  ordinary. refunding of the  Current Bonds and of such p a r i t y  bonds.. 

SECTION 602. PARITY BONDS TO COMPLETE THE CONSTRUCTION PROJECT. 

- The District hereby certifies, covenants and agrees t h a t  i n  t h e  

event t h a r  the cost. of completion of the construction of t he  construction 



pro jec t ,  as hereinbefore described, s h a l l  exceed' t h e  moneys ava i lab le  t o  

the District from any and a l l  sources, t h e  District s h a l l  have t h e  r igh t ,  

if necessary, t o  provide f o r  such excess, and only such exces~, through 

the issuance of p a r i t y  bonds, provided t h e  District h a s  obtained a certffi- 

ca t ion  from. t h e  Engineers t o  t h e  effect t h a t  it is necessary to i s s u e  t h e  

des i r ed  amount of add i t iona l  p a r i t y  bonds. i n  order  t o  e n a b l e  the District 

t o  pay the c o s t  (not otherwise provided) o f  t h e  completion. of the: construct ion 

project,.  and provided t h e  District has  complied with t h a  p rov i s ions  of 

Section, 603 below o r  has  obtained ( i )  the: consent of t h e  FmHA ifdt  is. the  

purchaser of the Current Bonds, or ,  ( i i )  t h e  consent of t h e  holders  of at 

least sixty-five percent, (65%) in  p r i n c i p a l  amount of t h e  Current Bonds 

outstanding, if t h e  Current Bonds have been issued, sol'd aad del ivered  and 

a re  held by holders  other than t h e  Fmhl, 

The District hereby c e r t i f i e s ,  covenants and agrees t h a t  in t h e  

event t h a t  t h e  cost  of completion of t h e  construct ion project ,  a s  hereinbefora. 

described, shall exceed the  moneys ava i l ab le  t o  t h e  District f o r  such purpose8 

from any and all sources the  District shall have t h e  r i g h t  t o  provide for 
~ 

such excess through the issuance of par i tpbonds  only upon es tab l i sh ing  

compliance with t h e  provis ions of SECTION 603 hereof 

SECTION - 603. PARITY BONDS TO FINANCE FUTURE EXTENSIONS, . 
ADDITIONS AND/OR INPROVEMEI?TS; CONDITIONS 
OR SHOWINGS REQUIRED. 

The District f u r t h e r  reserves  the  r i g h t  t o  add new waterworks 

f a c i l i t i e s  and/or t o  finance f u t u r e  extensions, addi t ions and/or improvements 

to t h e  system b y  t h e  issuance of one o r  more addi t iona l  series of bonds 

to be secured by a p a r i t y  l ien on and r a t ab ly  payable on a p a r i t y  w%th t h e  

Current Bonds, from t h e  revenues of t he  system and also secured by a par i ty  

s t a t u t o r y  mortgage l i e n  on t h e  system, subject  t o  t he  p r i o r i t y  of the Pr ior  

Bonds, provided: 
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*. .. 

(1) That t h e  f a c i l i t y  o r  f a c i l i t i e s  50 be constructed front t he  
proceeds of the addi t iona l  parity bonds is o r  are made a p a r t  of t he  
system a n b i t s  o r  t h e i r  revenues are pledged as addi t iona l  security 
fo r  t he  addi t iona l  pa r i ty  bonds and for the outstanding Current Bonds, 

(2) The District is in compliance with all covenants and 
undertakings in: connection with a l l  of t h e  bonds then: outstanding and 
payable from t h e  revenues of t h e  system or any p a r t  thereof, 

(3) The aunual net revenues (defined: as gross1 revenues, less 
(i) e s s e n t i a l  operation and maintenance expenses and (ii) all. debt ' 

service requirements of t h e  Prior Bonds) of t he  then e x f s t i n g  system 
for t h e  fiscal: y e a r  preceding t h e  yea r  i n  which such p a r i t y  bonds a r e  
t o  be issued, adjusted as hereinaf terpzovided,  s h a l l  equal a t  least 
one hundred. twenty percent (120%) of t h e  average: annual debt  service 
requirements for p r i n c i p a l  and interest o a  all outstanding bonds. 
payable frm t h e  revenues of t h e  system, including such requirements. 
of t h e  Prior Bonds, t h e  Current Bonds, any par i ty  bonds then outstand- 
ing, p l u s  t h e  an t ic ipa ted  requirements. of any pa r i ty  bonds then 
proposed t o  be issued. The ca lcu la t ion  of average annual debt service 
requirements. of principal. and interest on the add i t iona l  bonds t o  be 
i s sued  s h a l l ,  regardless  of whether such addi t iona l  bonds are: t o  be 
serial or term bonds, be determined: ou t h e  b a s i s  of t h e  p r inc ipa l  of 
and interest on such bonds be ing  payabXe in approximately equal annual 
installments. 

. 

(4) The "annual ne t  revenuedt' referred to  above may be  adjusted 
for t h e  purpose: of t h e  foregoing. computations to reflect: 

any revision. in t h e  schedule of rates or charges 
being imposed a t  the  time o f  the issuance of any 
such additional, p a r i t y  bonds, and 

any increase ixr t h e  "annual n e t  reveuues" t o  b e  
real ized from t h e  proposed extensions ,* addi t ions 
and/or  improvements being financed (in whole o r  
in par t )  by such addi t ional  p a r i t y  bonds; provided 
alL such adjustments shall, be based upon and included 
i n  a c e r t i f i c a t i o n  of a n  Independent Consulting 
Engineer, as defined herein. 

( 5 )  Compliance with Section 603(1) through (4) s h a l l  not be 
necessary for the  issuance of par i ty  bonds if t he  Distr ic t  has obtained 
t h e  wr i t ten  consent of t h e  FmHA f o r  t h e  issuance of such p a r i t y  bonds, 
i f  t h e  E'mHA is t h e  m e r  of any of t h e  Current Bonds at t h e  time of 
issuance of such par i ty-  bonds; o r  the: writ ten consent of t h e  holders  
of-thtee-fourths inamount of t h e  then outstanding Current Bonds and 
any p a r i t y  bonds. Provided t h a t  if t h e  District obtains the wri t t en  
consent of the holders of all second lien bonds outstanding aga ins t  
the  system, no o t h e r  p r e r e q u i s i t e  need b e  complied with by the District 
in order t o  issue par i ty  bonds. 

" 
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SECTION 606. PARITY' BONDS TO PaFUM) OR REFINANCE 
OUTSTANDING BONDS, 

The District fur ther  reserves the r i g h t  t o  i s s u e  one or more 

addi t ional  series of bondrt to. be secured by a p a r i t y  lien on and. r a t ab ly  

payable from the revenues o f  t h e  system* for t h e  purpose of refunding or 

ref inancing t h e  outstanding Current Bonds o r  any portion of same, and/or 

any then previously issued, p a r i t y  bonds, provided t h a t  p r i o r  t o  t h e  issuance 

of such addi t iona l  p a r i v b o n d s  for that purpose, there  s h a l l  have been 

procured and f i l e d  with t h e  Secretary a statement by a CertifiedbPublic 

Accountant. as defined herein, r e c i t i n g  the  opinionbased upon necessary 

invest igat ion tha t  after the issuance of such. parity bonds, the  annual n e t  

revenues,, a s  adjusted and defined above, of t h e  then existing system. for 

the  fisc& y e a r  preceding t h e  d a t e  of issuance of such p a r i t y  bonds, after 

taking, i n t o  account t h e  revbed debts.service requirements: resulting fram 

the issuance o f  such p a r i t y  bonds and from t h e  elimination of t h e  bonds 

being refunded o r  refinanced thereby, are equal t o  no t  less than 1209, of 

the: average am& debt service requirements then schedule& t o  fall due 

t h e r e a f t e r  for pr inc ipa l  of and i n t e r e s t  on a l l  o f  t he  then outstanding 

P a r i t y  Bonds, calculated in t h e  manzlez specified above, 

The addi t iona l  pa r i ty  bonds, t he  issuance of which is'restricted 

and conditioned by t h i s  Section, shall b e  understood t o  mean bonds payable 

fromtheincomer and revenues of t h e  system 0x1 a par i ty  *th the Current 

Bonds and any pa r i ty  bonds, and s h a l l  not be deemed t o  include nor t o  p r o h i b i t  

t h e  issuance of any o the r  obligations,  t h e  securi ty  and source of payment 

of which is subordinate and sub jec t  to  the  p r io r i ty  o f  t h e  required payments 

i n t o  the  Current Sinking Fund maintained f o r  the benefi t  of t h e  Current  

Bonds. 
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SECTION 605. COVENANTS TO BE COMPLIED WITH AT -- TIME OP ISSUANCE OF PARITY BONDS. 

The Bistrict hereby covenants and agrees t h a t  in  the event any 

addi t iona l  p a r i t y  bonds are issued, t h e  District  sha l l :  
. 

(I) Adjust t h e  monthly amount t o  be deposited i n t o  t h e  

Current Sinking Fund on t he  same bas i s  a s  t h a t  prescr ibed i n  the 

provisions e s t ab l i sh ing  such Fund, t o  r e f l e c t  t h e  average annual 

debt service requirements on t he  addi t iona l  p a r i t y  bonds; 

(2) Adjust t h e  minimum annual amount t o  be depos$ted 

monthly i n t o  t h e  Current Reserve Fund om the  same basis.  as t h a t  

prescribed i n  t h e  provisions es tab l i sh ing  such Fund, taking i n t o  

account the f u t u r e  debt: service requirements. of  all second Ilea 

bonda which WFLl then b e  outstanding aga ins t  t h e  system; and 

(3) Make such add i t iona l  p a r i t y  bonds payable a s  ta 

principal, on December 1 of. each. y e a r  in which pr inc ipa l  fa l ls  

due and payable as  to  interest on June 1 and December 1 

of  each y e a r  u n t i l  t h e  f i n a l  matur i ty  of such p a r i t y  bonds. 

.. 

SECTION 606. PRIOJXITX OP-LIEN; PERMISSIBLE DISPOSXTXON O F  
SURPLUS OR OBSOLETE FACILITIES; CONDXTIONS . 

The District covenants and agrees  that: so long as. any of the  

Current Bonds are outstanding, the District w i l l  not sell or otherwise: d i spose  

of any of t h e  f a c i l i t i e s  of the  system,. o r  any p a r t  thereof,  and. except  

as, provided above, the District will not  create o r  permit t o  be  created 

any charge o r  l ien on t he  revenues thereof ranking equal  or p r i o r  t o  t h e  

charge or l i e n  of the.Current Bonds. Notwithstanding t h e  foregoing, t h e  

District may a t  any time permanently abandon the use of, or sell a t  t h e  

fa i r  market value, 'any p a r t  of the  f a c i l i t i e s  of t he  system, provided that:  
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(a) It is i n  compliance with a l l  covenants and undertakings 
i n  connection with all of the  bonds the= outstanding and 
payable from t h e  revenues of the  system, and t h e  required 
Reserve(s), f o r  such respect ive bonds. has (have) been 
f u l l y  established. 

It *ki l l ,  in the  event of any such sale, apply t h e  proceeds . 
to e i t h e r  (I) redemption of outstanding bonds in  accordance 
with t h e  provis ions governing prepayment of bonds i n  advance 
of maturity, o r  (2) replacement of t he  faci l i ty  so disposed 
of by another f a c i l i t y ,  t he  revenues, of which: s h a l l  be 
incorporated i n t o  t h e  system, asnhereinbeforec provided; 

(b) 

(c) It certifies,. i n  goad f a i th ,  t h a t  t h e  estimated net revenues 
of t h e  remaining f a c i l i t i e s  of t h e  system f o r t h e  then next  
succeeding f i s c a l  year, p lus  the: estimated n e t  reyenuerc of. 
the  faci l i ty  or facilities,. if any, to b e  added to  t h e  
system, comply with the  earnings requirements hereinbefore 
provided in t h e  provisions and conditions governing the 
issuance of additional, pa r i ty  bonds; 

(d) It c e r t i f i e s ,  i n  good f a i t h ,  p r io r  t o  any abandonment of 
use, that t h e  f a c i l i t y  or  facilities to be abandoned are 
llc~ longer economically f eas ib l e  of producing n e t  revenues; 
and 

. 

(e) Notwithstanding any o t h e r  provisions hereof, sm long as. 
any of the- Current Bonds are. held by the  U n i t e d  S t a t e s  
Government, the District s h a l l  n o t  dispose of its t i t le  
t o  t he  system o r  to any useful  p a r r  thereof,  without first 
obtaining the  wri t ten consent of the  Government. 

SECTION - 60 7 .. REDEMPTION' PROVISIONS (CONDITIONS) 
APPLICABLE TO PARITJt BONDS. 

If, in. connection with any subsequently issued series of bonds 

secured by a p a r i t y  lien on the revenues of t he  system, it is. provided t h a t  

excess. revenues i n  t h e  Revenue Fund s h a l l  be u s e d t o  redeem bonds i n  advance 

of scheduled maturity, o r  i f  the  D i s t r i c t  a t  its option undertakes t o  redeem 

outstanding bonds i n  advance of scheduled maturi ty ,  it is agreed and understood: 

(a) That c a l l s n  of bonds w i l l  be applied t o  each series of bonds 
on an equal pro-rata basis  ( ref lect ing the  proportion of the  
o r i g i n a l  amount of each series of bonds outstanding a t  t h e  
time of such call);  
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(b) That calls of bonds for each set'ies of bonds w i l l  be in 
accordance with the  c a l l  provisions of t h e  respec t ive  series. 
of bonds, Provided, however, t h e  District s h a l l  have t h e  
r i g h t  to  call,  subjec t  t o  the  ca l l  provisions of t h e  respec- 
t i ve  series of bonds,.any or a l l  outstanding bonds which 
may b e  called at p a r  p r i o r  to  c a l l i n g  any bonds t h a t  are 
c a l l a b l e  at a premium; and- . . 

A I I  references he re in  t o  the  c a l l i n g  of bonds. s h a l l  b e  
deemed to  r e f e r  t o  corresponding prepayments of pr inc ipa l  
on any F u l l y  Registered Bond. 

(e) 

SECTION 608. DISTRICT NOT TO ISSUE ANY ADDITIONALBONDS 
RANKING ON A PARITY WITH PRIOR BONDS OR 

-- 
RANKING SUPERIOR TO CURRENT BONDS, 

I 

So long as t h e  F d  s h a l l  hold any o f  the  Current Bonds? the  

D i s t r i c t  covenants not t o  i s s u e  any bonds ranking on a par i ty  with the  out- 

standing Prior Bonds, o r  t o  i s sue  any other  bonds, ranking superior  in s e c u r i t y  

t o  the  securlty of the  Current Bonds. 
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ARTICLE 7, 

DEFAULT; CONSEQUENCES ; DEFEASEMENT. 

SECTION E, EVENTS OF DEFAULT. 

The fvDwing items s h a l l  c o n s t i t u t e  aa "event of default" on 

the  p a r t  of t h e  District: 

. (a) The f a i l u r e  to  pay p r i n c i p a l  of the  Current Bonds when 
due and payable, e i t h e r  a t  maturity or by, proceedings 
for redemp tion, 

(b) The fa i lure :  t u  pay any instnnlment of interest on t h e  
Current Bonds when t h e  same shall become due and'payable: 
o r  within 30 days thereaf te r .  

The f a i l u r e  of t h e  District t o  f u l f i l l  its obl igat ions 
pursuant t o  th i sReso lu t ion  or pursuant to t he  P r io r  
Bollti Resolution. 

(c) 

(d), The f a f l u r e  t o  promptly repair ,  r e p h c e ,  or reconstruct  
facilities of t he  sys tem. tha t  have been damaged andlo t  
destroyed, 

(e) The enter ing of  any o r d e r  o r  decree w i t h  t h e  consent or 
t h e  acquiescence of t he  District ,  appointing a Receiver 
of all or any p a r t  of. t h e  system o r  any revenues thereof;  
or if such order o r  decree having been entered without 
the acquiescence or consent of the District, its f a i l u r e  
in not having t h e  order  vacated, discharged, or stayed on 
appeal within 60 days a f t e r  entry, 

The defau l t  by the District in the due o r  punctual p e r f o m  
a c e  of any other  of t h e  covenants, conditions,. agreements,. 
and provisions contained in the, Current uonds, t h e  Pr ior  
Bonds, o r  fn t h i s  Resolution, 

e .  -- 
(f) 

SECTION - 702. CONSEQUENCES OF ACTOF DEFAULT. 

Any holder of the Current Bonds may enforce  and compel the  perform- 

ance of all du t i e s  and obl igat ions of t he  District set f o r t h  herein. Upon 

t he  occurrence of an. event of defaul t ,  then upon the  f i l i ng  of a s u i t  by 

any holder of s a id  Bonds, any court having ju r i sd i c t ion  of the ac t ion  map 

appoint a Receiver t o  administer sa id  system on behalf of the  Distr ic t  wi th  

power t o  charge and co l l ec t  r a t e s  su f f i c i en t  t o  provide for the*payment  

c- 



of operating and maintenance expenses and f o r  the  payment of p r inc ipa l  

of and i n t e r e s t  on the. Prior Bonds and the  Current Bonds, and t o  p rov ide  

and. apply t h e  income and revenues in conformity with t h i a  Resolution and 

with t h e  laws o f  t h e  Commonwealth of Kentucky, 

The District hereby agrees t o  transfer t o  any bo= f i d e  Receiver 

or other  subsequent operator of t h e  system, pursuant to  any valid court  order 

in a proceeding brought to enforce co l l ec t ion  OF payment of t h e  District's 

obl igat ions,  a l f .  con t rac t s  ( including spec i f ica l ly  t h e  Water Purchase Contract 

between t h e  D i s t r i c t  and t h e  City of Butler, Kextucky) and o t h e r  r i g h t s  of 

t he  D i s t r i c t  pertaining to,  t h e  system, conditionally, for such time only as 

L 

. 
such Receiver or operator shall operate  b y  authori ty  of t h e  Court. Upon t h e  

occurrence of: an event of default ,  the. holder  of any of t h e  Bonds map r e q u i r e  

t h e  governing body of t h e  District b p  injunct ion ta raise the; rates a reason- 

able amount, cons i s t en t  with the  requirements of t h i s  Resolution. 

SECTION - 703. DEFEASANCE, 

The District  may at any time cause t h e  pledge of t h e  revenues 

securing t h e  C u s r e n t  Bonds t o  b e  defeased and released b y  paying am amount 

i n t o  an escrow fund which is su f f i c i&t ,  when invested (or s u f f i c i e n t  without 

such investment, a s  t h e  case may be) i n  U, S. Ob?fgations, o r  in certificates. 

of deposi t  of a bank o r  banks which are f u l l y  secured by a pledge of U, S. 
s 

Obligations, t o  assure  t h e  a v a i l a b i l i t y  in such escrow fund of axtadequate 

amount (a) t o  ca l l  for redemption and t o  redeem and retire all of such outs tanding  

Current Bonds, both as tu principaI. and as t o  interest, on t h e  n e x t  or on 

any optional. redemption date,  including dll c o s t s  and expenses in connection 

therewith, and t o  pay a l l  p r i n c i p a l  and i n t e r e s t  f a l l i n g  due on s a i d  Current 

Bonds t o  and on s a i d  date ,  and/or (b) t o  pay aJ.1 pr inc ipa l  and i n t e r e s t  

requirements ou s a i d  Current Bonds as  same mature, without redemption in 



' a -  
, *., . 

. -  

advance of maturity. t he  detenaination of whether to  defease under (a) 

or (b) or both, to tie made by the Commission. 

such maturities as t o  assure that  t he re  wilf. be s u f f i c i e n t  funds for such 

purpose, Xf such defeasement is tot  b e  accomplished (in whofe o r  in par t )  

Such investments shalL have 

pursuane t o  (a), t h e  District s h a l l  take a l l  steps: necessary to publish. 

n o t i c e  of  the redemption of t h e  called Bonds o a t h e  applicable: redemption 

date. Upon (such publlcat ion s t e p s  being taken, when appropriatei, and upon) 

t h e  proper amount of investments being placed escrow and so sfcured, 

t h e  revenue pledge securing t he  Current Bonds shall be. automaticallp fully 

defeased and r e l easedwi thou t  any fu r the r  ac t ion  being necessary, 
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ARTICLE 8, 

CONTRACTUAL PROVISIONS; GRANT APPROVAL; AND 
M I S C U E O U S  PROVISIONS 

SECTION - 801. TRIS RESOLUTION CONTRACTUAL WITH BONDHOLDERS, 

The provfsions o f  t h i s  Resolutiocf. c o n s t i t u t e  a con t rac t  betyeerr 

t h e D i s t r i c t  and its Commission and theGholders of t he  Current Bonds as. 

may b e  outstanding from time t o  t i m e ;  and a f t e r  t h e  issuance of any of said 

Bonds, no change, .a l terat ion o r  va r i a t ion  of any kind of the provisions 

of this Resolution s h a l l  be made i n  any manner which w i l l  affectza holder's 

r i g h t s  except: as- here in  provided or-except: with the  w r i t t e n  consent of a l l  

bondholders until such time as a l l  of t he  Current Bonds a n d a t h e  i n t e r e s t  

thereoxr have been paid in f u l l  o r  f u l l y  provided for; provided t h a t  t h e  

governing body of t h e  District may adapt  any Resolution for"any purpose 

not i ncons i s t en t  with the terms of t h i s  Resolution aad which shall not impair 

t h e  secu r i ty  of t h e  holders  of t h e  Current Bonds, and/or f o r  the: purpose 

of cur ing  any ambiguity, o r  of curing, correcting or supplementing any defec- 

t ive  01: incons is ten t  provis ions contained herein o r  in any ordinance or o the r  

proceedings per ta ining hereto;, and provided fur ther ,  t h a t  t h e  holders  of 
c 

e i g h t y  percent  (80X) in pr inc ipa l  amount of the Current Bonds at any t ime 

outstanding shall have t h e  r i g h t  t o  consent to ,  and approve t h e  adoption 

of reso lu t ions  or o t h e r  proceedings, modifying or amending any'of t he  terms 

o r  provisions contained in t h i s  Resolution,, subjec t  tot the  condition t h a t  
' 

t h i s  Resolution shall not be so"modified in any manner t h a t  may adversely 

affect t h e  rights of t h e  holders  of any of t h e  Prior Bonds, nor  in any manner 

t h a t  may adversely a f f e c t  the  r i g h t s  of any c e r t a i n  holders o f  the  Current . 

Bonds.wlthout s imi la r ly  a f f ec t ing  the r i g h t s  of all, holders of such Current 

Bonds (and any p a r i t y  bonds) then outstanding, o r  t o  reduce the  percentage 

of the  number of holders whose consent is  required t o  e f f e c t  a fu r the r  

modification. 



SECTION 802. 
The Cuncent Bonds authorized herein s h a l l  not be e n t i t l e d  t o  

ALL BONDS OF TllIS ISSUE ARE EQUAL, 

priority one over t h e  o t h e r  in t h e  appl icat ion of t he  incoma and revenues 

of t h e  system, ar with respec t  to the: security for t h e i r  payment, r ega rd le s s  

of the  time o r  times of t h e i r  issuance, it being the in t en t ion  that there  

s h a l l  be no p r i o r i t y  among any of t h e  Current Bonds regard less  of the  fact 

t h a t  they may be ac tua l ly  issued and delivered a t  d i f f e r e n t  times, 

SECTIONS 803. 

So long a s  the  Govermnent is t h e  holder of any of t h e  Current 

DISTRICT OBLIGATED TO. REFUND CURRENT BQNDS 
HELD BY GOVERNMENT WBENENISR SAME ISI FEASIBLE, 

* 

Bonds, if it appears t o  t h e  Government t h a t  t he  District is ab le  t o  refund 

such Bonds in whole or in part ,  by obtaining; a~ loan for such purposes from 

responsibIe cooperaeve  or private credit sou~cces, or t o  seU bonds, of t h e  

District fa the open marker. a t  reasonable rates and terms, for foans. or 

bond i s s u e s  for similar purposes and periods of time, t h e  District. will, 

upon request of t h e  Government, obtain suck loan and/or i s s u e  such bonds 

in s u f f i c i e n t  amount to repay the Government, and will take? all. such act$ou 

as may b e  required in connection with such loan. 

SECTION - 804. APPROVAL OF EDA GRANT AGREEMENT, 

As set out i n  Section 105 hereof, the  Economic Deve1opmentAdd.d.- 

s t r a t i o n  (the "EDA") has agreed t o  make a g ran t  to ,  t h e  District i n  t h e  amount 

of $263,000 t o  supplement the  proceeds; of the Current Bonds in order t o  provide  

the t o t a l  cos t  of the  construction project, and i n  t h a t  connection t h e  EDA 

has  requested t h e  District to execute a ce r t a in  Grant Agreement s e t t i n g  

ou t  the terms and conditions upon which s a i d  grant  w i l l b e  made. Said Grant 

Agreement is hereby approved, and the  Chainnan and t h e  Secretary are authorized 

t o  execute said Grant Agreement on behal f  of t h e  District. 
\ 

The C h a i n n a n  



and Secretary are also authorized on behalf of the  District t o  accept any 

and a l l  other  gran ts  offered t o  the District  in connectionwith t h a  construct ion 

p ro jec t  and to  execute any and a l l  Grant Agreements and any o t h e r  documents 

a s  may- be requested by- such agency in connection with grant(s) which have 

been and/or which may herea f t e r  be  approved for such project  and/or any 

o t h e r  agency which approved a grant t o  t he  District,. with. reference- thereto. 

SECTION 80 5. POSSIBLE ADJUSTMENT IN DATE' OF CURRENT BONDS, 
MATURITIES, REDEMPTION PROVISIONS AND OTHER DATES, 
WITH CONSENT OF PURCHASER IE DELIVERY IS & DELAYED, 

-- 
In t h e  even t  t h a t  delivery of  the. Current Bonds. authodzed herein 

is delayed for any reason u n t i l  a f t e r  January 1, 1978, t h e  name of- the  Bonds 

may, pursuant t o  Resolution adopted by the  Commission with t h e w r i t t e n  consent 

of the purchaser of t h e  Bonds, be changed t o  "PendIetonL County Water District 

Waterworks Revenue Bonds of 1978,Ir with maturit ies,  the. appl icable  redemption 

d a t e  and a l l  o t h e r  da tes  being adjusted accordingly; 

c 

, 
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ARTICLE 9, 

SALE. O F  BONDS- 

SECTION 901, SALE OF BONDS- 

The Secre t a rp  of t h e  Dfstrict is hereby authorized and d i r e c t e d  

to .  cause: no t i ce  of t h e  r ece ip t  of b i d s  f o r  the purchase of t he  Current Bonds 

t o  bed published pursuant t o  a l l  appl icable  Rentucky Revised S ta tu tes ,  Said 

Notice s h a l l  state thename and amount of Bonds to be sold,  t h e  time of the  

sale and o t h e r  d e t a i l s  concerning t h e  Bonds and the  sale, and sWl inform 

prospective b idders  t h a t  a copy of t h e  O f f i c i a l  Notice of Sale of Bonds, 

s e t t i n g  o u t  the  maturi t ies ,  s ecu r i ty  of t h e  Bonds, provisions as t o  redemption 

p r i o r  t o  maturity, and related infomation,  may be obtained from. t h e  D i s t r i c t ,  

Such Official Notice shall. contain: t h e  following bidding requirements for 

b i d s  for the purchase of the  C u r k t  Bods: 

A. Bidders are requi red  t o  b i d  a cash p r i c e  of n o t  less t han  
par  value ($263,000) for the  Bonds.. 

Bidders must name a single interest rate for the  e n t i r e  
issue, which rate must be in a. multiple: of 1 /8X  o r  1/302, 
n o t  exceeding. 5% p e r  annum. 

Bids will. be considered: only  f o r  t h e  e n t i r e  $263,000 
of Bonds 

B. 

^. 
C, 

D. Bidders (except the FmHA) are required t o  depos i t  a good 
f a i t h  check by cash ier ' s  check o r  c e r t i f i e d  check in the  
minimum amount of $5,260 ( 2 X  of t h e  face  amount of . 
the  Bonds), which good f a i t h  deposit  w i l l  be appl ied as 
p a r t i a l  payment for t h a  Bonds, or as l iqu ida ted  damages in 
tlie event t h a t  such bidder, i f  successful,  f a i l s  t o  comply 
w i t h  t h e  terms of h i s  bid. 

E. If two o r  more bids are received, the Bonds will b e  awarded 
to. t he  bidder whose b i d  results in the  lowest net interest  
cos t  t o  the  District. 
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F. 

G, 

H. 

I. 

J. 

K. 

The lowest n e t  interest cos t  w i l l  be determined by 
deducting the  t o t a l  amount of any premium b i d  from t h e  
aggregate amount of interest upon the  Bonds, computed 
f r o m  t h e  f i r s t  day of t he  month following t h e  d a t e  of 
sale of the  Bonds (even though t h e  Bonds w i l l  b e a r  
in te res t  only from t h e  date: of delivery) to. t h e  final 
maturity of the: Bonds. 
AdmLalstratiom: win not b e  considered if another  duly 
q u a l i f i e d  b i d  is received, 

The bid. of t h e  Farmers Home 

Bidders s h a l l  b e  advised t h a t  t h e  FmHA has made- a codtment  
t o  purchase all of t h e  Bonds a t  par  a t  a 5% interest rate, 
in t h e  absence of t h e  r ece ip t  of another b i d  complying with 
t h e  terms of  the  s a l e  at an equa l ly  (ormore) favorable  n e t  
interest cost, 

In t h e  event tha t ’  any such o t h e r  b i d  or bids  are received, 
t h e  b i d  of the  FmHA will b e  cancelled and withdrawn; orhe- 
wise the  Bonds will be awarded t o  the FmHA i n  accorilance 
with t h e  provisions of t h e  a foresa id  colmnitment, 

i 

Said Current Bonds shall. be of fered  for sale with the  
successful biddes having t h e  following options= 

(I) The successfurf b idder  shall have t h e ’ r i g h t  tu take 
d e l i v e r y  of the  Bond Issue in t h e  f6rm of negotiable! 
Coupon Bonds having the* p r i n c i p a l  m t u r i t i e a  s e t  o u t  
in the: schedule of ma tu r i t i e s  contained herein, in 
t h e  denomination of $1,000,, o r  any mult iple  of same, 
not exceeding $10,000, consis tent  wi th  t h e  schedule 
o f  maturities,. bear ing interest payable: semi-skual ly  
a t  the rate set o u t  i n  the b i d  o f  such succes’sful 
bidder, 

(2) The success fu lb idde r  s h a l l  have t h e  r i g h t  tu take 
de l ivery  of t h e  Bond Issue in t he  form of a single- o r  
series of Fully Registered Bond(s), payable  to  t h e  
successful  bidder  o r  h i s  assignee, maturing as t o  
p r inc ipa l  in instal lments  corresponding t o  t h e  p r inc ipa l  
matur i t ies  of t he  Coupon Bonds, 

The District expects t o  del iver ,  and the  successful  b idder  
must b e  prepared to  accept delivery of and pay for,. t h e  Bonds. 
a t  the  o f f i c e  of t h e  Secretary within 45 days after n o t i c e  is 
given of  t h e  award, If said, Bonds are not ready f o r  de l ive ry  
and payment within forty-five! days from the aforesa id  date- 
of sale, t h e  successful  bidder s h a l l  be relieved of any lia- 
b i l i t y  t o  accept delivery of the Bonds, except t h a t  a d d i t i o n a l  
time may be required for del ivery  i f  t he  Bonds are purchased 
by t h e  FmHA, 

The District reserves the  r igh t ,  in its d iscre t ion ,  t o  deter- 
mine the  best  bid or bids, to  waive any informali ty  o r  
i r r e g u l a r i t y  and t o  reject any o r  all bids. 



L, The Bonds w i l l  be tendered within said 45-day period, and the- 
purchaser w i l l  receive the  approvfng l ega l  opinion of Rubia & 
Hays, Municipal Bond Attorneys, Louisville, Kentucky, as to 
the l egal i ty  and tax-exemption of said Bonds, without addi- 
tional. cost to4 the. purchaser. 

In the event that there is no bid. or that all * "  bids are rejected, 

rheDistr ic t  may readvertise the s a l e  pursuant to  this.Reso1ution. 
L . .  

- . .  c 

f 
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ARTICLE 10. 

CONCLUDING PROVISIOIIS 

SECTION 1001. SEVERABILITY CLAUSE. 

If any sec t ion ,  paragraph, clause o r  provision of t h i s  Resolution 

s h a l l  b e  held invd id , .  the  inva l id i ty  of  such section, paragraph, clause o r  

provision s h a l l  no t  a f f e c t  any. of  the reinaining provisions o f  t h i s  Resolution, 

SECTION 1002. ALL PROVISIONS IN COHFLICT REPEALED.. 

All motions, resolutionst  and orders,, o r  p a r t s  thereof ,  in conf l i c t  
& 

with t h e  provisions of t h i s  Resolution, are to. t h e  ex ten t  of such conf l i c t  

hereby repealed, 

proceedings heretofore taken f o r  the issuance of o the r  Bonds of  t h e  District 

payable o r  secured in  any manner by a l l  o r  any p a r t  of the income and revenues 

of sa id  system o r  any p a r t  thereof, and which have n o t  been heretofore  i s s u e d  

It is hereby specif ical ly .  ordered and provided &at any 

and delivered; a r e  hereby revoked: and rescinded, and none of such o ther  

bonds shall. be  issued and delivered.. If p a r t  hereof is inva l id ,  the remainder 

s h a l l  continue in effect .  The Distr ic t  covenants t o  repea t  any required 

procedure previously taken invai idly . 
SECTION - 1003. 

This Resolution s h a l l  take e f f e c t  and b e  effective immediately 

EFFECTIVE' II.@pDUTELY UPON ADOPTIOU AND PUBLICATION. 

upon its adoption and publication, a s  provided by law. 
* 

Adopted t h i s  22nd day of August, 1977. 

(Seal of D%strict)  

A t t e s t  : / 



CERTIFICATION 

I, C, 0. DUCKERr hereby certify t h a t  I am the d u l y  qua l i f i ed  

an& acting Secretary of t h e  Pendleton County Water District of Pendleton and; 

Campbell Counties, Kentucky, and t h a t  the foregoing Resolutiom i s a  t r u e  

copy of a Resolution duly adopted by t he  Commission of sai&District, signed 

by t h e  Chainuan of said District and a t t e s t e d  under S e d  by m e  as Secretary, 

a t  a properly convened meeting of s a id  Commission held on A u g u s t w  1977, 
7+ 

a s  shown by the o f f i c i a k  records. of said D i s t r i c t  in my custody and under 

my control,  

m. TESTIMONY WHEREOF, witness my signature a8 Secretary and 

t h e  o f f i c i a l  S e a l  of said D i s t r i c t  this F b d a y  of August, 1977, 

." \ 

- (Seal-of Digtrict) 
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PENDLETON COUNTY WATER DISTRICT 

RURAL DEVELOPMENT REVENUE BONDS ISSUE DATE 
SERIES 1997 

Payment Principal 
Date Due 

Balance on 12/1/2010 
6111201 1 
12l1l2011 
611 I201 2 
12l1l2012 
611l2013 
12l1l2013 
611l2014 
12/1/2014 
611 120 1 5 
121 11201 5 
61112016 
12/1/2016 
611 1201 7 
12l1l2017 
6/1/2018 
1211l2018 
61112019 
12l1l2019 
611 12020 

1 u112020 
61 1 1202 1 
12l1l2021 
6/1/2022 
121112022 
6/1/2023 

1 Z112023 
611 12024 
12lll2024 
611 I2025 
1211l2025 
61112026 
1211 I2026 
6/1/2027 
12l112027 
61112028 
1211 12028 
6/1/2029 
1211 I2029 
6l112030 
12/1/2030 
611 I2031 
12l1l2031 
6/1/2032 
12N2032 
61112033 
12l112033 
6/1/2034 
1211 12034 
61112035 
1211 I2035 
61112036 
1211 12036 
611 12037 
121112037 
Totals 

9,000.00 

9,500.00 

10,500.00 

11,000.00 

12,000.00 

12,500.00 

13,500.00 

14,500.00 

15,500.00 

16,500.00 

18,000.00 

19,000.00 

20,500.00 

22,000.00 

23,500.00 

25,000.00 

27,000.00 

29,000.00 

31,000.00 

33,000.00 

35,500.00 

38,000.00 

40,500.00 

43,500.00 

47,000.00 

50,000.00 

Interest 
Due 

17,437.81 
17,437.81 
17,207.19 
17,207.19 
16,963.75 
16,963.75 
16,694.69 
16,694.69 
16,412.81 
16,412.81 
16,105.31 
16,105.31 
15,785.00 
15,78500 
15,439.06 
15,439.06 
15,067.50 
15,067.50 
14,670.31 
14,670.31 
14,247.50 
14,247.50 
13,786.25 
13,786.25 
13,299.38 
13,299.38 
12,774.06 
12,774.06 
12,210.31 
12,210.31 
11,608.1 3 
1 1,608.13 
10,967.50 
10,967.50 
10,275.63 
10,275.63 
9,532.50 
9,532.50 
8,738.13 
8,738.13 
7,892.50 

6,982.81 
6,982.81 
6,009.06 
6,009.06 
4,971.25 
4,971.25 
3,856.56 
3,856.56 
2,652.19 
2,652.19 
1,370.94 

7,892.50 

MATURITY DATE 
INTEREST RATE 
ORIGINAL ISSUE 

Principal 
& Interest 

43,875.63 

43,914.38 

44,427.50 

44,389.38 

44,825.63 

44,710.63 

45,070.00 

45,378.13 

45,635.00 

45,840.63 

46,495.00 

46,572.50 

47,098.75 

47,548.13 

47,920.63 

48,216.25 

48,935.00 

49,551.25 

50,065.00 

50,476.25 

51,285.00 

51,965.63 

52,518.13 

53,442.50 

54,'713.13 

55,304.38 

412l1998 
I 2l1 I2037 

5.125% 
$747,000.00 

Principal 
Balance 

680,500.0o 
680,500.0o 
671,500.00 
671,500.00 
662,000.00 
662,000.00 
651,500.00 
651,500.00 
640,500.00 
640,500.00 
628,500.00 
628,500.00 
616,000.00 
616,000.00 
602,500.00 
602,500.00 
588,000.00 
588,000.00 
572,500.00 
572,500.00 
556,000.00 
556,000.00 
538,000.00 
538,000.00 
5 1 9,000.00 
519,000.00 
498,500.00 
498,500.00 
476,500.00 
476,500.00 
453,000.00 
453,000.00 
428,000.00 
428,000.00 
401,000.00 
401,000.00 
372,000.00 
372,000.00 
341,000.00 
341,000.00 
308,000.00 
308,000.00 
272,500.00 
272,500.00 
234,500.00 
234,500.00 
194,000.00 
194,000.00 
150,500.00 
150,500.00 
103,500.00 
103,500.00 
53,500.00 
53,500.00 

53,500.00 1,370.94 56,241.88 0.00 
680,500.00 625,916.25 1,306,416.25 





BONI) RESOLUTION 

PENDLETON COUNTY WATER DISTRICT 

AUTHORIZING 

PENDLETON COUNTY WATER DISTRICT 
WATERWORKS REVENUE BONDS, SERIES 1997 

IN THE AMOUNT OF 

$747,000 
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BOND RESOLUTION 

RESOLUTION OF THE PENDLETON COUNTY WATER DISTRICT OF 
PENDLETON AND CAMPBELL COUNTIES, KENTUCKY, AUTHORIZ 
ING A i D  PROVIDING FOR THE ISSUANCE AND SALE OF $747,000 
PRINCIPAL AMOUNT OF PENDLETON COUNTY WATER DISTRICT 
WATERWORKS REVENUE BONDS, SERIES 1997 FOR THE PURPOSE 
OF FINANCING THE COST (NOT OTHERWISE PROVIDED) OF TFIE 
CONSTRUCTION OF EXTENSIONS, ADDITIONS AND IMPROVEMENTS 
TO THE EXISTING WATERWORKS SYSTEM OF SAID DISTRICT; 
SETTING FORTH TERMS AND CONDITIONS UPON WHICH SAID 
BONDS MAY BE ISSUED AND OUTSTANDING; PROVIDING FOR THE 
COLLECTION, SEGREGATION ANI) DIS'I'FUBUTlON OF 'Id REVE- 
NUES OF SAID WATERWORKS SYSTEM; AND PROVIDING FOR AN 
ADVERTISED, PUBLIC, COMPETITIVE SALE OF S A I D  BONDS. 

WHEREAS, the waterworks system (the "System") of the Pendleton County Water District 
(the "District") is owned and operated by said District pursuant to Chapters 58 and 74 of the 
Kentucky Revised Statutes (the "Act"), and 

WHEREAS, the District presently has outstanding certain Prior Bonds (as hereinafter 
defined), which Prior Bonds are payable from and secured by a pledge of the revenues derived 
from the operation of the System, and 

WHEREAS, all of the Prior Bonds presently outstanding are current as to payment of both 
principal and interest, and for the security of which a certain Sinking Fund and certain reserves 
are being maintained in the manner and by the means prescribed in the Prior Bond Resolution 
(as hereinafter defined) of the District, authorizing the Prior Bonds, and 

WHEREAS, it is the desire and intent of the District at this time to authorize and provide 
for the issuance of revenue bonds in the principal amount of $747,000 (the "Current Bonds"), for 
the purpose of financing the cost (not otherwise provided) of the construction of extensions, 
additions and improvements to the System of the District, in accordance with plans and 
specifications prepared by PDR Engineers, Inc. and to prescribe the covenants of the District, the 
rights of Bondowners and the details of the issuance and sale of the proposed Current Bonds, and 

WHEREAS, the District desires and intends that the Current Bonds be issued so as to rank 
on a parity basis with the Prior Bonds, and 

WHEREAS, the Prior Bonds were issued to and are now held by,the Rural Development 
of the Depmen t  of Agriculture of the United States of America (the "RD"), and 

WHEREAS, the RD, as the Owner of the Prior Bonds, has consented to the issuance by 
the District of the Current Bonds, and 



WHEREAS, the Public Service Commission of Kentucky has granted to the District a 
Certificate of Public Convenience and Necessity, authorizing the construction of said extensions, 
additions and improvements, and 

WHEREAS, the proceeds of the Current Bonds will be supplemented by connection 
charges in the amount of at least $14,100, to provide the total cost of such construction, 

NOW, THEREFORE, IT IS HEREBY RESOLVED BY THE BOARD OF 
COMMISSIONERS OF THE PENDLETON COUNTY WATER DISTRICT OF PENDLETON 
AND CAMPBELL COUNTIES, KENTUCKY, AS FOLLOWS: 
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ARTICLE 1. DEFINITIONS; PURPOSE; AUTHORIZATION OF BONDS; 
SECURITY. 

Section 101. Definitions. As used in this Resolution, unless the context requires 
o thenvise: 

''Act" refers to Chapters 58 and 74 of the Kentucky Revised Statutes. 

"Beginning Month" refers to the month following the month in which the Cunrent Bonds 
authorized herein are issued, sold and delivered to the Purchaser thereof. 

"Bond Counsel" refers to an attorney or firm of attorneys recognized nationally as experts 
in the field of municipal bond law and shall be deemed to refer to Rubin & Hays, Louisville, 
Kentucky, or their successors. I 

"Bondowner" or "Owner" refer to registered Owners of the Current Bonds at the time 
issued and outstanding hereunder. 

"Bonds" collectively refers to the outstanding Current Bonds, Prior Bonds and the Parity 
Bonds. 

"Bonds of 1977" or "Series 2977 Bondsl'refer to the outstanding Pendleton County Water 
District Watenvorks Revenue Bonds of 1977, dated May 26, 1978, in the original authorized 
principal amount of $263,000. 

"Bonds of 1987" or "Series 2987 Bonds" refer to the outstanding Pendleton County Water 
District Watenvorks Revenue Bonds of 1987, dated February 25,1988, in the original authorized 
principal amount of $273,000. 

"Bond Resolution of 1977" or "1977 Bond Resolution" refer to the Resolution authorizing 
the Bonds of 1977, duly adopted by the Board of Commissioners of the District on August 22, 
1977. 

"Bond Resolution of 1987" or "1987 Bond Resolution If refer to the Resolution authorizing 
the Bonds of 1987, duly adopted by the Board of Commissioners of the District on April 13, 
1987. 

'%hairman" refers to the elected or appointed Chairman or Chairperson of the 
Commission. 

"Code" refers to the Internal Revenue Code of 1986, as amended, and the Treasury 
Regulations relating thereto. 
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"Commission" refers to the Board of Commissioners of the District, or such other body 
as shall be the governing body of said District under the laws of Kentucky at any given time. 

'C'onstruction Account" refers to the Pendleton County Water District Construction 
Account, created in Section 301(B) of this Current Bond Resolution. 

ffContractorstf refers to the general contractors who have been employed by the District 
to construct the Project. 

'%uvent Bond Resolution ' I  or ''Resolution" refer to this Resolution authorizing the Current 
Bonds. 

"Current Bonds'' refers to the $747,000 of Pendleton County Water Dis@ct Waterworks 
Revenue Bonds, Series 1997 authorized'by this Resolution, to be dated as of the date of issuance 
thereof. 

"Deposirory Bank" refers to the bank, which shall be a member of the FDIC, which bank 
is United Kentucky Bank of Pendleton County, Enc., Falmouth, Kentucky, or its successor. 

"Depreciation Fund" refers to the Pendleton County Water District Depreciation Fund, 
described in Section 402 of this Resolution. 

ffDis~'ctt' refers to the Pendleton County Water District of Pendleton and Campbell 
Counties, Kentucky. 

"Engineersf' refers to the Engineers or any one of them, who prepared the plans and 
specifications for the construction of the Project and who will supervise the construction thereof 
andor will fimish full time resident inspection of the construction of the Project, and shall be 
deemed to refer to PDR Engineers, Inc., or a member of said firm, or their successors. 

"Event of Default" refers to one or more of the Events of Default set forth in Section 701 
of this Resolution. 

'FDIC" refers to the Federal Deposit Insurance Corporation, or its successors. 

"Fiscal Year" refers to the annual accounting period of the District, beginning on 
December 1 and ending on November 30 of each year. 

'%itnds" refers to the Construction Account, the Revenue Fund, the Sinking Fund, the 
Depreciation Fund and the Operation and Maintenance Fund. 

"Government" refers to the United States of America, or any agency thereof, including 
the RD. 
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"Independent Consulting Engineer" refers to a consulting engineer or a fm of consulting 
engineers of recognized excellent reputation in the field of waterworks system engineering, and 
such definition includes the Engineers named above. 

"Interim Lender" refers to Kentucky Rural Water Finance Corporation, Bowling Green, 
Kentucky, its successors or assigns; or any other financial institution or governmental agency 
approved by the District. 

"Local Counsel" refers to C .  Donald Wells, Esq., Falmouth, Kentucky, or any other 
attorney or fm of attorneys designated by the District. 

"Multiple Advances" refers to the advance of loan funds from the RD as described in 

L 
Section 302 of this Resolution. 

"Note" refers to a single note or any number of notes, in such form as may be prescribed 
by the Interim Lender, including any revenue bond anticipation notes issued pursuant to Chapter 
58 of the Kentucky Revised Statutes, including any renewal or extensions of the Note, issued by 
the District evidencing the interim financing for the Project as prescribed in Section 302 of this 
Resolution. 

"Operation and Maintenance Fund" refers to the Pendleton County Water District 
Operation and Maintenance Fund described in Section 401 of this Resolution. 

"Outstanding Bands" refers to the outstanding Bonds, and does not refer to, nor include, 
any Bonds for the payment of the principal and interest of which sufficient funds will have been 
deposited and earmarked for payment of Bonds; provided all Outstanding Bonds of any series 
held by the RD shall be deemed to constitute Outstanding Bonds until paid regardless of the 
deposit of h d s  to pay for same. 

"Parip Bonds" refers to bonds which may be issued in the future which, pursuant to this 
Resolution, rank on a basis of parity with the outstanding Bonds, as to priority, security and 
source of payment, and does not refer to bonds which might be issued so as to rank inferior to 
the security and source of payment of the outstanding Bonds. 

"Prior Bonds" refers collectively to the Series 1977 Bonds and the Series 1987 Bonds. 

"Prior Bond Resolution" refers collectively to the 1977 Bond Resolution and the 1987 
Bond Resolution. 

"Project" refers specifically to the construction of the currently proposed extensions, 
additions and improvements to the System of the District, which Project is being financed by the 
Current Bonds and by other funds. 
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"Purcirarer" refers to the agency, person, firm or firms, or their successors, to whom the 
Current Bonds herein authorized are awarded at the public sale of the Current Bonds. 

"RD" refers to the Rural Development of the Department of Agriculture of the United 
States of America. 

"Required Signatures" refers to the signatures necessary to be obtained with reference to 
the approval of the expenditures to be made from the Construction Account, which required 
signatures shall consist of the signatures of (I)  the Chairman; (2) the Engineers; and (3) the 
Purchaser; provided, however, any expenditures for issuance and administrative costs and the 
costs of any equipment which is not permanently affixed to the real estate shall not require the 
signature or the approval of the Engineers. 

"Revenue Fund" refers to the Pendleton County Water District Waterworks Revenue Fund, 
described in Section 401 of this Resolution. 

"Secrerary" refers to the elected or appointed Secretary of the Commission. 

"Sinking Fund" refers to the Pendleton County Water District Sinking Fund, described in 
Section 401 of this Resolution. 

"System" refers to the existing waterworks system of the District, together with all 
extensions, additions and improvements to said System. 

"Treasurer" refers to the elected or appointed Treasurer of the Commission. 

"US. Obligations" refers to bonds or notes which are the direct obligations of the United 
States of America, or obligations the principal of and interest on which are guaranteed by the 
United States of America. 

All words and terms importing the singular number shall, where the context requires, 
import the plural number and vice versa. Unless otherwise indicated, references to Articles or 
Sections refers to those in this Resolution. 

Section 102. Purnose. The Current Bonds shall be issued for the purpose of financing 
the cost (not otherwise provided) of the Project, as set out in the plans and specifications prepared 
by the Engineers. The Commission hereby declares the System of the District, including the 
extensions, additions and improvements to be constructed, to constitute a revenue producing 
public project, and said System shall continue to be owned, controlled, operated and maintained 
by the District as a revenue producing public project pursuant to the Act, so long as any Bonds 
remain outstanding. 

Section 103. Construction Award Anuroved; Work Authorized. The Commission 
hereby authorizes, approves, ratifies and confirms its previous action in advertising for and taking 
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steps toward awarding the contracts for the construction of the Project to the lowest and best 
bidders, and further approves the action of the District officials in entering into formal contracts 
with said bidders, subject to the necessary approvals being obtained. Authority is hereby given 
for undertaking the construction of the Project according to the plans and specifications heretofore 
prepared by the Engineers for the District, after all necessary approvals have been obtained. 

Section 104. Declaration of Period of Usefulness. The Commission hereby declares 
that the period of usefulness of the System is more than forty (40) years from the date of 
completion of the Project. 

Section 105. Authorization of Bonds. The District has heretofore determined that the 
total cost of the Project, including preliminary expenses, land and rights-of-way, engineering 
expense, capitalized interest during construction, legal and administrative costs, eublication costs, 
initial deposits required and all incidental expenses, will not exceed $761,100. Therefore, it is 
hereby determined to be necessary in order for the District to frnance the cost (not otherwise 
provided) of the Project that the District issue a total of $747,000 of Current Bonds, based on the 
following calculation: 

Total cost of Project $761,100 

Less: 

Connection Charges 14,100 

Total Non-Bond Funds: [14.100) 

Balance to be financed by Current Bonds $747,000 

Accordingly, for the purpose of financing the cost (not otherwise provided) of the Project, 
under the provisions of the Act, there is hereby authorized to be issued and sold $747,000 
principal amount of Pendleton County Water District Waterworks Revenue Bonds, Series 1997. 

The Current Bonds shall be dated as of the date of delivery to the Purchaser thereof; shall 
bear interest from such date at such interest rate as may be fixed by supplemental resolution as 
a result of the advertised sale and competitive bidding for such Current Bonds, as hereinafter 
provided; and shall be issued and delivered as prescribed in Section 202 hereof. 

Interest on the Current Bonds shall be payable semiannually on June 1 and December 1 
of each year, provided that the first interest payment period will cover interest only from the date 
of delivery of the Current Bonds to the ensuing June 1 or December 1, as the case may be. 
Principal of the Current Bonds shall be payable on December 1 of each of the respective years 
until maturity, as set out in Section 201 hereof. 
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Section 106. Recopnition of Prior Bonds. The District hereby expressly recognizes and 
acknowledges that the District has previously created for the benefit and protection of the owners 
of the Prior Bonds, a certain lien and pledge and certain security rights relating to the System, 
all as set forth in the Prior Bonds and in the Prior Bond Resolution. 

Section 107. Current Bonds Shall be Pavable on Out of Gross Revenues. The 
Current Bonds and any additional Parity Bonds that may be issued under the conditions and 
restrictions hereinafter set forth, shall be payable solely on a first lien basis out of the gross 
revenues of the System, on a parity with the Prior Bonds. 

Section 108. Lien on Contracts. In addition to the revenue pledge securing the Bonds, 
a lien is hereby created and granted in favor of the Bondowners on all contracts, and on all other 
rights of the District pertaining to the System, enforceable by assignment to any receiver or other 
operator proceeding by authority of any court. 

I 
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ARTICLE 2. THE BONDS; BOND FORM; PREPAYMENT. 

Section 201. Princiual Pavments. Principal payments due on the Current Bonds shall 
be as set forth in the schedule of maturities set out in Exhibit A attached to this Resolution and 
incorporated herein. 

Section 202. Issuance of Current Bonds: Bond Form. The Purchaser of the Current 
Bonds at the public sale shall take delivery of the Current Bonds in the form of one or more fully 
registered bonds, as set forth in Exhibit B attached hereto and incorporated herein, amounting 
in the aggregate to the principal amount of the Current Bonds authorized herein, maturing as to 
principal as set out in Section 201. The Current Bonds shall be numbered R-1 and consecutively 
upward thereafter. Such Current Bonds shall, upon appropriate execution on behalf of the 
District as prescribed, constitute the entire bond issue herein authorized, shall be negotiable 
(subject to registration requirements as to transferability), registered as to prinhpal and interest 
and payable as directed by the registered Owner. 

Section 203. Place of Pavment and Manner of Execution. Both principal of and 
interest on the Current Bonds shall be payable at the place and in the manner set out in the form 
of such Current Bond. The Current Bonds shall be executed on behalf of the District by the 
manual or facsimile signature of the Chairman of the District, with the Corporate Seal of the 
District affixed thereto and attested by the manual or facsimile signature of the Secretary of said 
District. 

If either of the officers whose signatures appear on the Current Bonds ceases to be such 
officer before delivery of said Current Bonds, such signatures shall nevertheless be valid for all 
purposes the same as if such officers had remained in office until delivery. 

Section 204. Provisions as to Preuavment. Except when all of the Current Bonds are 
held by the Government, principal maturities falling due prior to December 1, 2007 , shall not 
be subject to prepayment. Principal maturities falling due on and after December 1 ,  2007 , shall 
be subject to prepayment by the District on any interest payment date falling on and after 
December 1, 2006, at par plus accrued interest, without any prepayment penalty. 

So long as all of the Current Bonds are owned by the Government, all or any of the 
Current Bonds, or in a multiple of $100, may be prepaid at any time in inverse chronological 
order of the principal maturities due, at par plus accrued interest without any prepayment penalty. 

Notice of such prepayment shall be given by certified mail to the Bondowner or his 
assignee, at least 30 days prior to the date fixed for prepayment. Notice of such prepayment may 
be waived with the written consent of the Bondowner. 
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ARTICLE 3. CONSTRUCTION ACCOUNT; INTERIM FINANCING; 
APPLICATION OF PROCEEDS; ARBITRAGE LIMITATIONS. 

Section 301. Construction Account: ADDlication of Proceeds of Bonds: Other 
Transfers and Denosits. The Treasurer, or such other District official as shall be designated by 
the Commission, shall be the custodian of all funds belonging to and associated with the System. 
All moneys in excess of the amount insured by the FDIC in the Construction Account shall be 
secured by the Depository Bank in accordance with U. S. Treasury Department Circular No. 176. 
The officials of the District entrusted with the receipt and disbursement of revenues of the System 
and the custody of valuable property shall be covered by a fidelity bond in the amount of not less 
than $92,000 (the "Fidelity Bond"), or such larger amount as the RD may require, which Fidelity 
Bond shall be effective and secured by a surety company approved by the RD so long as it is 
owner of any of the Current Bonds. The RD and the District shall be named co;obligees in such 
Fidelity Bond and the amount thereof shall not be reduced without the written consent of the RD. 
Whenever sums in the Funds shall exceed $92,000, the Fidelity Bond shall be increased 
accordingly as requested by and with the approval of the RD. 

A. Covenants Applicable if RD Purchases Current Bonds. It is 
acknowledged that all covenants herein with reference to the necessity for approval of the RD, 
the necessity o f  observing RD regulations and procedures and the necessity of using RD forms 
(the "RD Forms"), shall apply only if the RD is the Purchaser of the Current Bonds and only so 
long as the RD holds the Current Bonds thereafter. In the event that the RD shall not be the 
Purchaser of the Current Bonds, or, after purchasing same, shall sell or transfer the Current Bonds 
to an Owner who shall not be the Government, all covenants herein with reference to the 
necessity for approval of the RD, the necessity of observing RD regulations and procedures, and 
the necessity of  using RD Forms, shall not be applicable. 

Bonds 
B. Application of Proceeds of Current Bonds. The proceeds of the Current 

shall be applied as follows: 

(1) Payment of Interim Financing, Costs of Project and Costs of 
Issuance. Simultaneously with the delivery of the Current Bonds, there shall immediately 
be paid to the Interim Lender (or the RD if Multiple Advances are made) an amount 
sufficient to pay principal of and interest on any temporary loans borrowed by the District 
in anticipation of the sale and delivery of the Current Bonds. Also, at the time of 
delivery of the Current Bonds, there shall be paid all amounts then due and payable in 
connection with the costs of the Project and in connection with the issuance of the Current 
Bonds. 

(2) Construction Account. If and to the extent that the proceeds of 
the Current Bonds shall be in excess of the amount necessary to pay the interest, principal 
and costs referred to in subparagraph B(1) of this Section, such excess amount shall 
immediately be deposited in the "Pendleton County Water District Construction Account" 
hereby created, which shall be established at the Depository Bank. Simultaneously with 
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or prior to the delivery of the Current Bonds, there shall also be deposited in the 
Construction Account the proceeds of the District contribution in the minimum amount 
of $14,100 (less any amounts theretofore used for authorized purposes), to supplement the 
proceeds of the Current Bonds in order to assure completion of the Project. 

(3) Withdrawal of Funds From Construction Account. Prior to the 
expenditure by the District of any moneys from the Construction Account, the District 
must obtain written approval from the RD as to such expenditures, if the RD is the Owner 
of any Outstanding Bonds. The proceeds of said Construction Account shall be 
withdrawn only on checks signed by the Chairman, the Treasurer (or by such other 
official of the District as may be authorized by the Commission), provided such official 
shall be covered by the Fidelity Bond required by Section 301 of this Resolution, in 
payment for services andor materials supplied in connection with the Project, as 
evidenced by (1) a Requisition Certificate; and (2) invoices and/or bartial payment 
estimates bearing the written approval of the Engineers and the Chairman (or by such 
other official of the District as may be authorized by the Commission), and which 
invoices and/or partial payment estimates must have been reviewed and approved for 
payment by the designated RD official. 

Written approval or certification of the Engineers shall not be required for 
matters not under the jurisdiction of the Engineers, such as legal fees, land acquisition and 
related items. 

During construction, the District shall disburse Construction Account funds 
in a manner consistent with RD Instruction 1942-A. 

The District shall prepare and submit any and all RD Forms required by 
the RD. Periodic audits of the District’s Construction Account records shall be made by 
RD as determined by it to be necessary. 

(4) Transfer of Capitalized Interest to Sinking Fund. There shall 
be transferred from the Construction Account an amount sufficient to provide for 
capitalized interest (initially estimated at $15,000) during the construction of the Project, 
as approved by the Engineers and by the RD. If and to the extent not theretofore 
expended in paying interest on interim financing and if and to the extent then needed to 
pay interest during the remaining period of construction of the Project, such amount so 
transferred from the Construction Account shall be deposited in the Sinking Fund. 

(5) Investment of Funds in Construction Account. Pending 
disbursement of amounts on deposit in the Construction Account, all such funds, or such 
portion of said amounts on deposit in said Construetion Account as is designated by the 
Commission, shall be invested for the benefit of such Construction Account in Certificates 
of Deposit, savings accounts or U.S. Obligations which may be converted readily into 
cash, having a maturity date prior to the date when the sums invested will be needed for 
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costs of the Project (as determined by the Engineers, the Chairman and the RD), provided 
that to the extent that any amounts on deposit in said Depository Bank shall cause the 
total deposits of the District in said Depository Bank to exceed the amount insured by the 
FDIC, the same shall be continuously secured by a valid pledge of U.S. Obligations, 
having an equivalent market value, in conformity with Section 66.480 of the Kentucky 
Revised Statutes. Investments in Certificates of Deposit may be made only if a separate 
RD Form 402-4 Agreement is executed, if the RD has purchased any of the Bonds, and 
investments in Certificates of Deposit or savings accounts may be made only in such 
Certificates or accounts of an FDIC bank. Any such investments will be a part of the 
Construction Account, and income from such investments will be credited to the 
Construction Account. All such investments shall be subject to the limitations set out in 
Section 303 hereof. 

(6) Statements of Contractors, Engineers and Attorneys as to 
Payment. Prior to the delivery of the Current Bonds, if the RD is the Purchaser of the 
Current Bonds, the District will be required to provide the RD with statements from the 
Contractors, Engineers and attorneys for the District that they have been paid to date in 
accordance with their contract or other agreements and, in the case of any Contractor, that 
he has paid his suppliers and subcontractors. Any exceptions must be authorized under 
RD Instruction 1942-A. 

(7) Disposition of Balance in Construction Account After Comple- 
tion of Project. When the Project has been completed and all construction costs have 
been paid in full, as certified by the Engineers for the District andor by the RD, any 
balance then remaining in the Construction Account may, with the consent of the RD, be 
applied to the cost of constructing additional extensions, additions and improvements to 
the System (the "Additional Construction"). I f  such Additional Construction is to be 
undertaken by the Contractors previously engaged in the Project, such Additional 
Construction may be authorized by a change order. 

If there is a balance remaining in the Construction Account after such 
Additional Construction, such balance shall be transferred to the Sinking Fund, whereupon 
said Construction Account shall be closed. Such remaining balance in the Construction 
Account so transferred to the Sinking Fund shall be used by the District immediately to 
prepay principal installments due on the Current Bonds in the inverse order of maturities 
without prepayment penalty, provided further that any balance insufficient to prepay at 
least SI00 of the principal payment falling due in any year on the Bonds will be 
transferred to the Depreciation Fund. 

Section 302. Interim Financing Authorization. 

A. Interim Financing. The District shall use interim financing for the Project 
during construction of that portion of the cost of the Project financed by the Current Bonds, if 
available at reasonable rates and terms. 
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The borrowing of up to the aggregate sum of $747,000 from the Interim Lender 
is hereby authorized; and the Chainnan is hereby authorized to execute the Note in the name and 
on behalf of the District. Each advance under the Note shall evidence a loan by the Interim 
Lender to the District for services rendered andor materials supplied in connection with the 
Project, as evidenced by a Requisition Certificate. 

Interim financing shall be disbursed as follows: 

(1) At the direction of the District, the Interim Lender shall disburse 
the proceeds of the Note by cashier's checks directly to the parties entitled thereto as set 
forth in the Requisition Certificate; or 

(2) At the direction of the District, the Interim Lender shall deposit the 
proceeds of the Note in the Construction Account, in which event amoun& of the District 
on deposit therein shall, until expended to the extent that same shall exceed the amount 
insured by the FDIC, be fully secured by a pledge of U.S. Obligations. 

The aggregate of the principal amount of all Notes shall not exceed $747,000. 
Each Note which is renewed or superseded shall be simultaneously cancelled by the Interim 
Lender and transmitted to the Treasurer. The rate of interest applicable to each Note shall not 
exceed a reasonable rate, which rate is subject to the approval of the RD. 

The total authorized interim financing of $747,000 shall be the maximum 
indebtedness which the District may owe at any one time to the Interim Lender for the purpose 
of providing temporary construction financing for the Project; provided, however, that the District 
may reduce the amount owed by the District to the Interim Lender 6om time to time as and 
when funds are available to the District, whether derived from the proceeds of the sale of the 
Current Bonds or otherwise, and may reborrow from the Interim Lender additional amounts in 
anticipation of the further receipt by the District of additional proceeds from the Current Bonds. 

The District hereby covenants and agrees with the Interim Lender that upon the 
issuance and delivery of the Current Bonds the District will apply the proceeds thereof, to 
whatever extent may be necessary, in payment of the principal amount of the Note, together with 
accrued interest thereon to the date of such payment; and the proceeds of the Current Bonds are 
hereby pledged therefor, and such pledge shall constitute a first and prior charge against said 
proceeds. 

It is understood that the foregoing constitutes an alternative method of obtaining 
interim financing, and does not preclude the authorization and sale, by public advertisement or 
otherwise, of bond anticipation notes to the most favorable bidder on the open market, by 
concurrent or subsequent proceedings of the District. 

B. Multiple Advances by RD. In the event the Current Bonds are purchased 
by the RD, and in the event the District is unable to obtain a commitment for interim financing 
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for the Project from any Interim Lender at reasonable rates and terms, the Chairman is authorized 
to request Multiple Advances of loan funds from the RD. 

If the RD agrees to make Multiple Advances to the District pending the delivery 
of the Current Bonds, the Chairman is hereby authorized to execute in the name and on behalf 
of the District any number of Notes. Each such Note, evidencing an advance of h d s  by the RD 
to the District, shall be in the form prescribed by the RD. 

Each request for an advance from the RD shall be accompanied by a Requisition 
Certificate. The District will also fumish to the RD, prior to the receipt of each Multiple 
Advance, whatever additional documentation shall be requested by the RD, including an updated 
supplemental title opinion of Local Counsel and an updated supplemental preliminary legal 
opinion of Bond Counsel. 

& 

The proceeds of any Multiple Advances shall be either (i) disbursed directly to the 
parties entitled thereto for services and/or materials supplied in connection with the Project; or 
(ii) deposited into the Construction Account and disbursed in accordance with the provisions of 
Section 301 hereof, in which event amounts on deposit in such Construction Account shall, until 
expended, to the extent that same shall exceed the amount insured by the FDIC, be filly secured 
by a pledge of US. Obligations. 

The proceeds of the Current Bonds are hereby pledged to the repayment of such 
Multiple Advances, and such pledge shall constitute a first and prior pledge against such 
proceeds. The District M e r  pledges the revenues of the System to the repayment of said 
Multiple Advances, subject to the vested rights and priorities of the pledges securing the 
Outstanding Bonds. 

Section 303. Arbitrape Limitations on Investment of Proceeds. The District covenants 
and certifies, in compliance with the Code, on the basis of known facts and reasonable 
expectations on the date of adoption of this Resolution, that it is not expected that the proceeds 
of the Current Bonds will be used in a manner which would cause the Current Bonds to be 
"arbitrage bonds" within the meaning of Section 148 of the Code. The District covenants to the 
Owners of the Current Bonds that (1) the District will make no use of the proceeds of said 
Current Bonds which, if such use had been reasonably expected on the date of issue of such 
Current Bonds, would have caused such Current Bonds to be "arbitrage bonds"; and (2) the 
District will comply with all of the requirements of the Code to whatever extent is necessary to 
assure that the Current Bonds shall not be treated as or constitute "arbitrage bonds" and that the 
interest on the Bonds shall be excludable fiom gross income for federal income tax purposes. 

Prior to or at the time of delivery of the Current Bonds, the Chairman andor the 
Treasurer (who are jointly and severally charged with the responsibility for the issuance of the 
Current Bonds) are authorized to execute such certifications as shall.be required by Bond 
Counsel, setting out all known and contemplated facts concerning the anticipated construction, 
expenditures and investments, including the execution of necessary and/or desirable certifications 
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of the type contemplated by Section 148 of the Code in order to assure that interest on the 
Current Bonds shall be excludable from gross income for federal income tax purposes and that 
the Current Bonds will not be treated as "arbitrage bonds". 
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ARTICLE 4. FLOW OF FUNDS. 

Section 401. Funds. There was heretofore created in the Prior Bond Resolution the 
following h d s  and accounts: 

(a) 
(b) 
(c) 
(d) 

Pendleton County Water District Waterworks Revenue Fund 
Pendleton County Water District Sinking Fund 
Pendleton County Water District Depreciation Fund 
Pendleton County Water District Operation and Maintenance Fund 

All of the Funds shall be maintained with the Depository Bank so long as any Bonds 
remain outstanding. 

Section 402. Flow of Funds. All proceedings preliminary to and in corhection with the 
issuance of the Outstanding Bonds, including provisions made for (i) the receipt, custody and 
application of the proceeds of the Outstanding Bonds; (ii) the operation of the System on a 
revenue-producing basis; (iii) the segregation, allocation and custody of the revenues derived from 
the operation of the System; (iv) the enforcement and payment of the Outstanding Bonds and 
(v) the depreciation of the System; and all other covenants for the benefit of Bondowners set out 
in the Prior Bond Resolution, are hereby ratified and confmed and shall continue in force and 
inure to the security and benefit of the Outstanding Bonds, the same as if such provisions and 
proceedings were set out in full herein; provided, further, that after the issuance of the Current 
Bonds, the income and revenues of the System shall be collected, segregated, accounted for and 
distributed as follows: 

A. Revenue Fund. The District covenants and agrees that it will continue to 
deposit in the Revenue Fund, promptly as received from time to time, all revenues of the System, 
as same may be extended and improved from time to time. The moneys in the Revenue Fund 
shall continue to be used, disbursed and applied by the District only for the purpose and in the 
manner and order of priorities specified in the Prior Bond Resolution, as hereinafter modified by 
this Resolution, all as permitted by the Act, and in accordance with previous contractual 
commitments. 

B. Sinking Fund. It is hereby recognized that the District is obligated upon 
the issuance of the Current Bonds to provide for additional debt service requirements of the 
Current Bonds. 

At or after the delivery of the Current Bonds, there shall be transferred from the 
Construction Account to the Sinking Fund an amount sufficient to provide for capitalized interest 
(initially estimated at $15,000) on the Current Bonds during the construction of the Project, if 
and to the extent not theretofore expended in paying interest on interim financing and if and to 
the extent then needed to pay interest during the remaining period of construction of the Project. 
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There shall be transferred from the Revenue Fund and deposited into the Sinking 
Fund on or before the 20th day of each month, for payment of interest on and principal of the 
Outstanding Bonds, a sum equal to the total of the following: 

(1) An amount equal to one-sixth (1/6) of the next succeeding six-month 
interest payment to become due on the Bonds, plus 

(2) A sum equal to one-tweIfth (1/12) of the principal of any Bonds maturing 
on the next succeeding December 1. 

If the District for any reason shall fail to make any monthly deposit as required, then an 
amount equal to the deficiency shall be set apart and deposited into the Sinking Fund out of the 
first available revenues in the ensuing months, which amount shall be in additiop to the monthly 
deposit otherwise required during such’succeeding months. Whenever there shall accumulate in 
the Sinking Fund amounts in excess of the requirements during the next twelve months for paying 
the principal of and interest due on the Outstanding Bonds, as same fall due, such excess may 
be used for redemption or prepayment of any Outstanding Bonds, subject to the terns and 
conditions set forth therein, prior to maturity. 

C. Depreciation Fund. Pursuant to the provisions of the Prior Bond 
Resolution which requires that an adjustment be made in the Depreciation Fund upon the issuance 
of bonds ranking on a parity with the Prior Bonds, it is hereby determined that upon the issuance 
of the Current Bonds, and upon completion of the Project, as certified by the Engineers and by 
the RD, there shall next be transferred from the Revenue Fund the sum of at least $840 (increased 
from $360) each month which shall be deposited into the Depreciation Fund until there is 
accumulated in such Depreciation Fund the sum of at least $104,000 (increased from $46,400), 
which amount shall be maintained, and when necessary, restored to said sum of $104,000, so long 
as any of the Bonds are outstanding and unpaid. 

As further security for the Bondowners and for the benefit of the District, it has 
been and is hereby provided that in addition to the monthly transfers required to be made from 
the Revenue Fund into the Depreciation Fund, there shall be deposited into said Depreciation 
Fund all proceeds of connection fees collected from potential customers (except the mounts 
necessary to pay the actual costs and service connections applicable to said potential customers) 
to aid in the frnancing of the cost of future extensions, additions and improvements to the System, 
plus the proceeds of any property damage insurance (not otherwise used to replace damaged or 
destroyed property); and any such amounts or proceeds so deposited shall be used solely and only 
for the purposes intended. 

Moneys in the Depreciation Fund may be withdrawn and used by the District, upon 
appropriate certification of the Commission, for the purpose of paying the cost of unusual or 
extraordinary maintenance, repairs, renewals and replacements not included in the annual budget 
of current expenses andor of paying the costs of constructing future extensions, additions and 
improvements to the System which will either enhance its revenue-producing capacity or will 
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provide a higher degree of service, and when necessary, for the purpose of making payments of 
principal and interest on the Bonds if the amount on deposit in the Sinking Fund is not sufficient 
to make such payments. 

D. Operation and Maintenance Fund. There shall next be transferred 
monthly from the Revenue Fund and deposited into said Operation and Maintenance Fund, sums 
sufficient to meet the current expenses of operating and maintaining the System. The balance 
maintained in said Operation and Maintenance Fund shall not be in excess of the amount required 
to cover anticipated System expenditures for a two-month period pursuant to the District’s annual 
budget. 

E. Monthly Principal and Interest Payments if Requested by the RD. So 
long as any of the Bonds are held or insured by the RD, the District shall, if lequested by the 
RD, make the payments required by this Section 402, in monthly installments to the RD or to 
the insured Owners of the Bonds. 

F. Surplus Funds. Subject to the provisions for the disposition of the income 
and revenues of the System as set forth hereinabove, which provisions are cumulative, and after 
paying or providing for the payment of debt service on any subordinate obligations, there shall 
be transferred, within sixty days after the end of each fiscal year, the balance of excess funds in 
the Revenue Fund on such date, to the Depreciation Fund for application in accordance with the 
terms of this Resolution or to the Sinking Fund to be applied to the maximum extent feasible, 
to the prompt purchase or redemption of Outstanding Bonds. 

G. Investment and Miscellaneous Provisions. All monies in the Sinking 
Fund and the Depreciation Fund shall be deposited in the Depository Bank, or such portion 
thereof as is designated by the Commission. All monies in the Sinking Fund and the Depre- 
ciation Fund shall be invested for the benefit of such respective Funds in Certificates of Time 
Deposit or savings accounts of the Depository Bank or in U.S. Obligations which may be con- 
verted readily into cash, having a maturity date prior to the date when the sums invested will be 
needed for the purposes for which such fimds may be expended, provided that to the extent that 
any amount of the District on deposit in the Depository Bank shall cause the total deposits of the 
District in said Depository Bank to exceed the amount insured by the FDIC, such excess moun t  
shall be continuously secured by a valid pledge of U.S. Obligations, having an equivalent market 
value, in conformity with Section 66.480 of the Kentucky Revised Statutes. 

If the RD has purchased any of the Outstanding Bonds, investments in Certificates 
of Deposit may be made only if a separate RD Form 402-4 Agreement is executed. Any such 
investments will be a part of the respective Funds from which the proceeds invested are derived, 
and income from such investments will be credited to such respective Funds. All investments 
of funds derived from proceeds of the Outstanding Bonds shall be subject to the applicable 
limitations set out in Section 303 hereof. 
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All payments into the Funds shall be made on or before the twentieth (20th) day 
of each monrh, except that when the twentieth (20th) day of any month shall be a Saturday, 
Sunday or a legal holiday, then such payment shall be made on the next succeeding business day, 

All monies held in any of the Funds shall be kept apart from all other District 
funds and shall be deposited in the Depository Bank, and all such deposits which cause the 
aggregate of all deposits of the District therein to be in excess of the amount secured by FDIC, 
shall (unless invested as herein authorized) be secured by a surety bond or bonds or by a pledge 
of U.S. Obligations, having a market value equivalent to such deposit. 

The Treasurer shall keep appropriate records as to payment of principal and interest 
installments and as to payment of principal of and interest on any Bonds. 

Section 403. Current Bonds on a Paritv with Prior Bonds. It is heriby certified and 
declared that prior to the issuance of any of the Current Bonds, there will have been procured and 
filed with the District (i) a letter from the RD to the effect that the RD agrees to the issuance of 
the Current Bonds ranking on a parity as to security and source of payment with the Prior Bonds, 
all of which are owned by the RD, together with (ii) a certification signed by the RD to the effect 
that a legend has been typed, stamped or otherwise affixed on each of the Prior Bonds held by 
the RD, evidencing the agreement of the RD as the then Owner of the Prior Bonds, to the 
issuance of the Current Bonds so as to rank on a parity with the Prior Bonds, such legend to be 
in substantially the following form: 

The holder of this Bond has consented to the issuance of $747,000 
of  Pendleton County Water District Waterworks Revenue Bonds, 
Series 1997 ranking on a parity as to security and source of 
payment with this Bond. 

Accordingly, it is hereby found and declared that the Current Bonds shall rank and be 
payable on a parity with said outstanding Prior Bonds from the gross income and revenues of the 
System. 
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ARTICLE 5. COVENANTS OF DISTRICT 

Section 301. Rates and CharPes. The District shall charge such rates and charges for 
all services and facilities rendered by the System, which rates and charges shall be reasonable, 
taking into account and consideration the cost and value of the System, the cost of maintaining, 
repairing and operating same and the amounts necessary for the payment of principal of and 
interest on Outstanding Bonds against the System. The District shall charge such rates and 
charges as shall be adequate to meet the requirements of Articles 4 and 5 hereof. 

The District covenants that it will not reduce the rates and charges for the services 
rendered by the System without first filing with the Secretary a certification of an Independent 
Consulting Engineer that the annual net revenues (defined as gross revenues less operating 
expenses) of the then existing System for the fiscal year preceding the y e y  in which such 
reduction is proposed, as such annual'net revenues are adjusted, after taking into account the 
projected reduction in annual net revenues anticipated to result fiom any such proposed rate 
decrease, are equal to not less than 120% of the average annual debt service requirements for 
principal and interest on all of the then Outstanding Bonds payable from the revenues of the 
System, calculated in the manner specified in Section 603 hereof. 

Section 502. Books and Accounts: Audit. The District shall maintain proper records 
and accounts relating to the operation of the System and the District's fmancial affairs; and the 
Bondowners, or their authorized representatives, shall have the right at all reasonable times to 
inspect the facilities of the System and all records, accounts and data relating thereto. An annual 
audit shall be made of the books and accounts pertinent to the System by a Certified Public 
Accountant licensed in Kentucky. No later than ninety (90) days after the close of each Fiscal 
Year, copies of such audit reports certified by such Certified Public Accountant shall be promptly 
mailed to the RD without request, so long as the Government is the Owner of any of the Bonds, 
and to any Bondowner that may have made a written request for same. 

Monthly operating reports shall be furnished to the RD and to any Bondowner requesting 
same, during the first two (2) years of operation after completion of the Project, and whenever 
and so long as the District is delinquent in any of the covenants set out in the Prior Bond 
Resolution or this Current Bond Resolution. Thereafter, quarterly operating reports shall be 
furnished at all other times to the RD and to any Bondowner requesting the same. 

Section 503. Svstern to Continue to be Operated on Fiscal Year Basis: Annual 
Budpet. While any of the Bonds are outstanding and unpaid, and to the extent permitted by law, 
the System shall continue to be operated and maintained on a Fiscal Year basis. 

Not later than sixty (60) days before the end of each Fiscal Year, the District agrees to 
cause to be prepared a proposed annual budget of operating expenses (the "Proposed Budget") 
of the System for the then ensuing Fiscal Year, itemized on the basis of monthly requirements. 
A copy of said Proposed Budget shall be mailed to any Bondowner who may request in writing 
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a copy of such Proposed Budget and to the RD without request, if the Government is the Owner 
of any of the Bonds. 

For the purpose of the Proposed Budget, operating expenses shall include all reasonable 
and necessary expenses of operating, repairing, maintaining and insuring the System, but shall 
exclude depreciation and debt service payments. The District covenants that the operating ex- 
penses incurred in any year will not exceed the reasonable and necessary amounts therefor, and 
that the District will not expend any amount or incur any obligation for operation or maintenance 
and repair in excess of the amounts provided for operating expenses in the annual budget, except 
upon resolution by the District that such expenses are necessary to operate and maintain the 
System. 

Not later than sixty (60) days before the end of each Fiscal Year, the District shall prepare 
an estimate of gross revenues to be derived from the operation of the System for'said Fiscal Year, 
and, to the exrent that said gross revenues are insufficient (a) to pay debt service requirements 
on all Outstanding Bonds during the ensuing Fiscal Year, (b) to accumulate and maintain all 
required reserves enumerated herein and (c) to pay operating expenses, the District shall revise 
the rates and charges sufficiently to provide the funds so required. 

If the Owners of at least 50% of the principal amount of the Outstanding Bonds, or the 
Government so long as it is the Owner of any of said Outstanding Bonds, so request, the 
Commission shall hold an open hearing not later than thirty (30) days before the beginning of 
the ensuing Fiscal Year, at which time any Bondowner may appear by agent or attorney and may 
file written objections to such proposed budget. Notice of the time and place of such hearing 
shall be mailed at least fifteen (15) days prior to the hearing to each registered Bondowner and 
to the Government. 

The District covenants that annually before the first day of the Fiscal Year, the annual 
budget for the upcoming Fiscal Year will be adopted substantially in accordance with the 
Proposed Budget, and that no expenditures for operation and maintenance expenses of the System 
in excess of the budgeted amount shall be made during such Fiscal Year unless directed by said 
District by a specific resolution duly adopted. 

Section 504. General Covenants. The District, through its Commission, hereby 
covenants and agrees with the Owners of the Bonds that: 

(1) It will faithfully and punctually perform all duties with reference to the 
System required by the Constitution and laws of the Commonwealth of 
Kentucky; 

(2) It will make and collect reasonable and sufficient rates and charges for 
services and facilities rendered by the System; , 
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. 
(3) It will segregate the revenues and income from the System and make 

application thereof consistent with and as provided by this Resolution; 

(4) Unless the written consent of the Owners of a majority of the principal 
amount of the Outstanding Bonds has been obtained, the District agrees not 
to sell, lease, mortgage or in any manner dispose of any integral part of the 
System, including any and all appurtenances thereto and extensions, 
additions and improvements that may be made thereto, until all of the 
Outstanding Bonds shall have been paid or provided for in full, as 
provided herein; subject to the provisions of Section 607 hereof; 

( 5 )  It will maintain in good condition and continuously operate the System and 
appurtenances thereto and will charge such rates and charges for the 
services rendered thereby so that the gross income and ievenues will be 
sufficient at all times (i) to pay the interest on and principal of the 
Outstanding Bonds as same become due; (ii) to pay the cost of operating 
and maintaining the System; and (iii) to provide for an adequate 
depreciation account; and 

(6 )  It will carry and maintain insurance on properties of the System subject to 
loss or damage in amounts and against hazards substantially in accordance 
with the practices of other districts, cities or corporations which own and 
maintain waterworks systems under similar coitditions; and so long as the 
Government is the Owner of any of the Outstanding Bonds, the 
Government will be listed as co-beneficiary on any such policy; and the 
District shall further comply with the insurance requirements of Sec- 
tion 506 hereof (involving insurance on motors, tanks and structures). 

Section 505. Other Covenants Amlicable So L o n ~  as RD Owns Anv Bonds. So long 
as the RD shall own any of the Bonds, the District shall comply with such RD regulations, 
requirements and requests as shall be made by the RD, including the furnishing of operating and 
other financial statements, in such form and substance and for such periods as may be requested 
by the RD, the c-ng of insurance of such types and in such amounts as the RD may specify, 
with insurance carriers acceptable to the RD and compliance with all of the terns and conditions 
of the Loan Resolution (RD Fom 1942-47) adopted and executed by the District, which is hereby 
authorized, approved, ratified and confirmed. 

Section 506. Insurance on Motors, Tanks and Structures. The District shall (a) im- 
mediately after the adoption of this Resolution and (b) at the time of frnal acceptance of the 
Project, insure all electric motors, elevated water storage tanks, pumping stations and major 
structures of the System in an amount recommended by the Engineers and approved by the RD, 
so long as the RD is the Owner of any of the Bonds, for the hazards usually covered in such area, 
and shall similarly insure same in an amount recommended by the Engineers, without the 
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necessity of approval by the RD if and whenever the District has Outstanding Bonds against the 
System and none of such Outstanding Bonds are owned by the RD. 
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ARTICLE 6. INF'EFUOR BONDS AND PARITY BONDS 

Section 601. Inferior Bonds. Except as hereinafter provided below in this Article, the 
District shall not, so long as any Bonds are outstanding, issue any additional bonds payable from 
the revenues of the System unless the security and/or pledge of the revenues and statutory 
mortgage lien to secure such additional bonds are made inferior and subordinate in all respects 
to the security of the Bonds. 

The District expressly reserves the right at any time to issue its bonds or other obIigations 
payable from the revenues of the System and not ranking on a parity basis with the Current 
Bonds, without any proof of previous earnings or net revenues, provided that the consent of the 
RD must be obtained prior to the issuance of any inferior bonds so long as the RD owns any of 
the Bonds, and provided further that, after the initial completion of the Project, such inferior 
bonds may be issued only for the purpose of providing for future extension;, additions and 
improvements to the System, and only in express recognition of the priorities, liens and rights 
created and existing for the security, source of payment and protection of the Outstanding Bonds; 
provided further, that nothing in this Section is intended to restrict or shall be construed as a 
restriction upon, the ordinary refunding all or a portion of the Outstanding Bonds. 

Section 602. Paritv Bonds to Complete the Proiect. The District hereby certifies, 
covenants and agrees that in the event that the cost of completion of the construction of the 
Project shall exceed the moneys available to the District from any and all sources, the District 
shall have the right, if necessary, to provide for such excess, and only such excess, through the 
issuance of Parity Bonds, provided the District has obtained a certification from the Engineers 
to the effect that it is necessary to issue the desired amount of Parity Bonds in order to enable 
the District to pay the cost (not othewise provided) of the completion of the Project, and 
provided the District has complied with the provisions of Section 603 below or has obtained: 

(a) the consent of the RD if the Government is as the Owner of the Prior 
Bonds at that time or the consent of any other Owners of the Prior Bonds, 
and 

(b) the consent of (1) the RD if the Government is the purchaser of the 
Current Bonds; or (2) the Owners of at least 75% of the principal amount 
of the Current Bonds outstanding, if the Current Bonds have been issued, 
sold and delivered and are held by Owners other than the Government. 

Section 603. Parity Bonds to Finance Future Immovements. The District reserved 
the right and privilege, and does hereby reserve the right and privilege, of issuing additional 
Parity Bonds, but only under the conditions specified in the Current Bond Resolution, which 
conditions are as follows: 

The District further reserves the right to add new waterworks facilities and/or to finance 
f'uture extensions, additions and improvements to the System by the issuance of one or more 
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additional series of Parity Bonds to be secured by a parity lien on and ratably payable on a parity 
with the Current Bonds, from the revenues of the System, provided: 

(a) The facilities to be constructed fiom the proceeds of the additional Parity 
Bonds are made a part of the System and their revenues are pledged as additional security 
for the additional Parity Bonds and for the Outstanding Bonds. 

(b) The District is in compliance with all covenants and undertakings in 
connection with all of the Outstanding Bonds. 

(c) The annual net revenues (defined as gross revenues less operating 
expenses), of the then existing System for the Fiscal Year preceding the year in which 
such Parity Bonds are to be issued, adjusted as hereinafter provided, shall be certified by 
an independent Certified Public Accountant to be equal at least onghundred twenty 
percent (120%) of the average annual debt service requirements for principal and interest 
on all Outstanding Bonds payable from the revenues of the System, plus the anticipated 
debt service requirements of any Parity Bonds then proposed to be issued. The 
calculation of average annual debt service requirements of principal and interest on the 
additional Parity Bonds to be issued shall, regardless of whether such additional Parity 
Bonds are to be serial or term bonds, be determined on the basis of the principal of and 
interest on such Parity Bonds being payable in approximately equal annual installments. 

(d) The annual net revenues referred to above may be adjusted for the purpose 
of the foregoing computations to reflect: 

(1) any revisions in the System’s schedule of rates or charges being 
imposed on or before the time of the issuance of any such additional Parity Bonds, 
and 

(2) any increase in the annual net revenues to be realized from the 
proposed extensions, additions and improvements being financed (in whole or in 
part) by such additional Parity Bonds; 

provided all such adjustments shall be based upon and included in a certification of an 
Independent Consulting Engineer. 

(e) Compliance with Section 603(a) through (d) shall not be necessary for the 
issuance of Parity Bonds if the District has obtained (1) the written consent of the RD for 
the issuance of such Parity Bonds, if the Govexmnent is the Owner of any Bonds at the 
time of issuance of such Parity Bonds; and (2) the written consent of the Owners of all 
of the then outstanding Prior Bonds, and no other prerequisite need be complied with by 
the District in order to issue Parity Bonds. 
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Section 604. Covenants to be Complied with at Time of Issuance of Paritv Bonds. 
The District hereby covenants and agrees that in the event any Parity Bonds are issued, the 
District shall: 

(a) Adjust the monthly amount to be deposited into the Sinking Fund on the 
same basis as that prescribed in the provisions establishing such Sinking Fund, to reflect 
the average annual debt service requirements of the Parity Bonds; 

(b) Adjust the minimum annual amount to be deposited monthly into the 
Depreciation Fund on the same basis as that prescribed in the provisions establishing such 
Depreciation Fund, taking into account the future debt service requirements of all Bonds 
which will then be outstanding against the System; and 

(c) Make such Parity Bonds payable as to principal on Dec&ber 1 of each 
year in which principal falls due and payable as to interest on June 1 and December 1 of 
each year until the final maturity of such Parity Bonds. 

Section 605. Preaavment Provisions Aaplicable to Paritv Bonds. If, in connection 
with any subsequently issued series of Parity Bonds, it is provided that excess revenues in the 
Revenue Fund shall be used to prepay Outstanding Bonds in advance of scheduled maturity, or 
if the District at its option undertakes to prepay Outstanding Bonds in advance of scheduled 
maturity, it is agreed and understood, for so long as the Government owns any of the Outstanding 
Bonds, that no such prepayment will be effected without the approval of the RD. 

Section 606. Consent of the RD Repardinp Future Bonds. Notwithstanding any other 
provisions of this Resolution, the District agrees that so long as the Government owns any Out- 
standing Bonds against and/or payable from the revenues of the System, the District will not issue 
any hture bonds, notes or other obligations against, secured by or payable from the revenues of 
the System without the written consent of the RD. 

Section 607. Prioritv of Lien: Permissible DisDosition of Surplus or Obsolete 
Facilities. The District covenants and agrees that so long as any of the Prior Bonds and/or Bonds 
are outstanding, the District will not sell or otherwise dispose of any of the facilities of the 
System, or any part thereof, and, except as provided above, the District will not create or permit 
to be created any charge or lien on the revenues thereof ranking equal or prior to the charge or 
lien of the Outstanding Bonds. Notwithstanding the foregoing, the District may at any time 
permanently abandon the use of, or sell at fair market value, any part of the facilities of the 
System, provided that: 

(a) The District is in compliance with all covenants and undertakings in 
connection with all of the Outstanding Bonds, and the required reserves for 
such Outstanding Bonds will have been accumulated; 
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The District will, in the event of any such sale, apply the proceeds to either 
(1) redemption of Outstanding Bonds in accordance with the provisions 
governing prepayment of bonds in advance of maturity; or (2) replacement 
of the facility so disposed of by another facility, the revenues of which 
shall be incorporated into the System, as hereinbefore provided; 

The District certifies, in good faith, prior to any abandonment of use, that 
the facilities to be abandoned are no longer economically feasible of 
producing net revenues; and 

The District certifies, in good faith, that the estimated net revenues of the 
remaining facilities of the System for the then next succeeding Fiscal Year, 
plus the estimated net revenues of the facilities, if any, to be added to the 
System, comply with the earnings requirements hereinbetore provided in 
the provisions and conditions governing the issuance of Parity Bonds. 

Notwithstanding any other provisions hereof, so long as any Bonds are held by the 
Government. the District shall not dispose of its title to the System or to any part thereof, without 
first obtaining the written consent o f  the RD. 
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ARTICLE 7. DEFAULT AND CONSEQUENCES 

Section 701. Events of Default. The following items shall constitute an Event of 
Default on the part of the District: 

The failure to pay principal of the Bonds as and when same shall become 
due and payable, either at maturity or by proceedings for redemption. 

The failure to pay any installment of interest on the Bonds when the same 
shall become due and payable or, if any or all of the Outstanding Bonds 
are owned by the RD, within thirty (30) days thereafter. 

The default by the District in the due or punctual performance of any of 
the covenants, conditions, agreements and provisions hontained in the 
Bonds, the Prior Bond Resolution or in this Resolution. 

The failure to promptly repair, replace or reconstruct facilities of the 
System that have been damaged and/or destroyed. 

The entering of any order or decree with the consent or the acquiescence 
of the District, appointing a receiver of all or any part of the System or 
any revenues thereof; or if such order or decree shall be entered without 
the acquiescence or consent of the District, its failure to have the order 
vacated, discharged or stayed on appeal within sixth (60) days after entry. 

Section 702. Conseauences of Event of Default. Any Owner of the Current Bonds may 
enforce and compel the performance of all duties and obligations of the District set forth herein. 
Upon the occurrence of an Event of Default, then upon the filing of a suit by any Owner of said 
the Current Bonds, any court having jurisdiction of the action may appoint a receiver to 
administer said System on behalf of the District with power to charge and collect rates sufficient 
to provide for the payment of operating and maintenance expenses and for the payment of 
principal of and interest on the Outstanding Bonds and to provide and apply the income and 
revenues in conformity with this Resolution and with the laws of the Commonwealth of 
Kentucky. 

The District hereby agrees to transfer to any bona fide receiver or other subsequent 
operator of the System, pursuant to any valid court order in a proceeding brought to enforce 
collection or payment of the District’s obligations, all contracts and other rights of the District 
pertaining to the System, conditionally, for such time only as such receiver or operator shall 
operate by authority of the court. Upon the occurrence of an Event of Default, the Owner of any 
of the Outstanding Bonds may require the governing body of the District by appropriate order 
to raise the rates a reasonable amount consistent with the requirements of this Resolution. 
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ARTICLE 8. CONTRACTUAL PROVISIONS; MISCELLANEOUS PROVISIONS. 

Section 801. Resolution Contractual with Bondowners. The provisions of this Resolu- 
tion constitute a contract between the District and its Commission and the Owners of the Current 
Bonds as may be outstanding from time to time; and after the issuance of any of said Current 
Bonds, no change, alteration or variation of any kind of the provisions of this Resolution shall 
be made in any manner which will affect an Owner’s rights except as herein provided or except 
with the written consent of all Bondowners until such time as all of the Current Bonds and the 
interest thereon have been paid in h l l  or fully provided for; provided that the Commission may 
adopt any resolution for any purpose not inconsistent with the terms of this Resolution and which 
shall not impair the security of the Owners of the Current Bonds andor for the purpose of curing 
any ambiguity, or of curing, correcting or supplementing any defective or inconsistent provisions 
contained herein or in any resolution or other proceedings pertaining hereto. 

L. 

It is further agreed that the Owners of 75% in principal amount of the Current Bonds at 
any time outstanding shall have the right to consent to and approve the adoption of resolutions 
or other proceedings, modifying or amending any of the terms or provisions contained in this 
Resolution, subject to the conditions that (a) this Resolution shall not be so modified in any 
manner that may adversely affect the rights of the Owners of any of the Prior Bonds, nor in any 
manner that may adversely affect the rights of any certain Owners of the Outstanding Bonds 
without similarly affecting the rights of all Owners of such Outstanding Bonds, or to reduce the 
percentage of the number of Owners whose consent is required to effect a further modification 
and (b) no such change may be effected without the consent of the RD so long as the RD owns 
any of the Outstanding Bonds. 

Section 802. All Current Bonds are Eauai. The Current Bonds authorized herein shall 
not be entitled to priority one over the other in the application of the income and revenues of the 
System, or with respect to the security for their payment, regardless of the time or times of their 
issuance, it being the intention that there shall be no priority among any of the Current Bonds 
regardless of the fact that they may be actually issued and delivered at different times. 

Section 803. District Obligated to Refund Current Bonds Owned bv Government 
Whenever Feasible: Defeasernent Prohibited. So long as the Government is the Owner of any 
of the Current Bonds, if it appears to the Government that the District is able to r e h d  such 
Current Bonds in whole or in part, by obtaining a loan for such purposes from responsible 
cooperative or private credit sources, or to sell bonds of the District in the open market, at 
reasonable rates and terms, for loans or bond issues for similar purposes and periods of time, the 
District will, upon request of the Government, obtain such loan and/or issue such bonds in 
sufficient amount to repay the Government and will take all such action as may be required in 
connection therewith. 

In addition, so long as the Government is the Owner of any of.the Current Bonds, the 
District shall not issue any bonds or other obligations for the purpose of defeasing or otherwise 
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terminating the lien of the Current Bonds without immediately prepaying all of the then 
outstanding Current Bonds. 

Section 804. Authorization, Ratification and Confirmation of ADDrOVal and Exeeu- 
tion of Various Documents. The Commission hereby authorizes, approves, ratifies and c o n f m s  
the previous action of the officers of the District in approving and executing various documents 
related to the financing of the Project, including the following: 

(a) Legal Services Agreement with Bond Counsel. 

(b) Legal Services Agreement with Local Counsel. 

(c) Letter of Intent to Meet Conditions of RD Letter of Conditions (RD 
L Form 1 942-46). * 

(d) Loan Resolution (RD Form 1942-47). 

(e) Agreement for Engineering Services with the Engineers. 

Section 805. Authorization of Condemnation to Acauire Easements and/or Sites. 
In the event that (a) any necessary deeds of easement to allow construction of the Project over 
the property of any property owner or (b) any necessary deed to the necessary site of any 
waterworks facility of the Project shall not be obtained through negotiation within ten (IO) days 
after the date of adoption of this Resolution and in the event that (1) such waterworks lines 
cannot be located within the right-of-way of the State andor County road involved; andor 
(2) such waterworks facilities cannot be located on a site already owned by the District, Local 
Counsel is hereby authorized and directed to file condemnation actions to obtain such necessary 
rights-of-way and/or sites forthwith, without W h e r  authorization or direction from the District 
or the Commission. Local Counsel is further directed to follow the same condemnation 
procedure in the event that it becomes necessary, through change orders, line extensions and/or 
errors in the location of property lines and/or property owners, to obtain additional easements, 
rights-of-way and/or sites for completion of the Project and whenever the necessary deed is not 
obtained by negotiation at least ten (10) days prior to the date on which construction is con- 
templated in the respective easement, right-of-way andor site. 

The District M h e r  approves the payment from the f h d s  available therefor allocated to 
the costs of the Project to pay any judgment award, or compromise, determined by Local Counsel 
with the acquiescence of the Commission, toward the costs of such easements, rights-of-way 
andor sites; provided, in each instance, that the payment of such funds to satisfy any judgment, 
award or compromise must first be approved by the RD; and the Commission further determines 
that if and to whatever extent the funds available from the proceeds of the financing contemplated 
by this Resolution shall be inadequate to pay any judgment, award or .compromise amount for 
such easements, rights-of-way andor sites, or if the District is unable to obtain the approval of 
the RD for any such payment, the Commission shall take all reasonably necessary actions, within 
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the powers and authority of the Commission, to make such additional amount available from all 
other available District resources. 

L 
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ARTICLE 9. SALE OF CURRENT BONDS 

Section 901. Sale of Current Bonds. The Current Bonds shall be offered publicly for 
sale upon the basis of sealed, competitive bids at such time as the Commission shall designate. 

A suggested form of “Notice of Bond Sale”, a suggested form of “Official Notice of Sale 
of Bonds” and a suggested form of “Bid Form”, having been prepared in advance by Bond 
Counsel, and ail of such documents having been found to be in satisfactory form, a copy of each 
is hereby ordered to be filed in the records of the Secretary with the Minutes of the meeting at 
which this Resolution is adopted. The Notice of Bond Sale shall be signed by the Secretary and 
may be used for the purpose of publishing notice of the sale of the Current Bonds. Copies of 
such documents shall be fiunished to any interested parties who may request same. 

In the event that there is no bid or that all bids are rejected, the Districtmay readvertise 
the sale pursuant to this Resolution. 

Section 902. Adiustment in Maturities. Preuavment Provisions and Other Dates, 
with Consent of Purchaser if Deliverv is Delaved. In the event that delivery of the Current 
Bonds authorized herein is delayed for any reason and the District, with the consent of the 
Purchaser of the Current Bonds, determines it is in the District’s best interest to change the 
maturities, the applicable prepayment date or any other dates, the District may adjust the same 
by a Resolution of the Commission approving the adjustments. 
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ARTICLE 10. CONCLUDING PROVISIONS 

Section 1001. Covenant of District to Take All Necessarv Action To Assure 
ComDliance with the Code. In order to assure the Owners of the Current Bonds that such 
Current Bonds shall continue to be legal and that interest thereon will continue to be excludable 
from gross income for federal income tax purposes and exempt from all Kentucky income 
taxation, the District covenants to and with the Owners of the Current Bonds to take the 
following action: 

(a) The District will (1) take all actions necessary to comply with the 
provisions of the Code necessary to assure that interest on the Current Bonds will be 
excludable from gross income for federal income tax purposes; (2) will take no actions 
which will violate any of the provisions of the Code; and (3) not use the proceeds of the 
Current Bonds for any purpose which will cause interest on the C d h t  Bonds or on 
interim financing obligations, including, but not limited to the Note, issued pursuant to 
Section 302 hereof to become includable in gross income for federal income tax purposes. 

(b) The District hereby certifies that it does not reasonably anticipate that the 
total principal amount of "qualified tax-exempt obligations" within the meaning of 
Section 265(b)(3) of the Code which the District, or any subordinate entity of the District, 
will issue during the calendar year during which the Current Bonds are issued, will exceed 
$10,000,000; and therefore the District hereby designates the Current Bonds and all 
interim financing obligations, including, but not limited to the Note, issued pursuant to 
Section 302 hereof as "qualified tax-exempt obligations". 

(c) The District fi.uther certifies that the Current Bonds and any and all interim 
financing obligations of the District are not "private activity bonds" within the meaning 
of the Code. 

(d) The District covenants and agrees to comply with the rebate requirements 
on certain excess earnings imposed by Section 148 of the Code, and in the event it is 
determined by the District, upon the advice of Bond Counsel, that the Construction 
Account, or any other Fund established hereunder, is subject to said rebate requirements 
and does in fact generate earnings from "non-purpose investments" in excess of the 
amount which said investments would have earned at a rate equal to the "yield" on the 
Current Bonds, plus any income attributable to such excess, there shall be established a 
separate and special fund with the Depository Bank, which fbnd shall be designated the 
"Excess Earnings and Rebate Fund", which shall be utilized for the collection and 
payment of any excess generated from investments and the remittance thereof to the 
United States of America on or before the anniversary of the fifth (5th) year from the date 
of the Current Bonds, and once every five ( 5 )  years thereafter until the final retirement 
of the Current Bonds; the last installment, to the extent required, to be made no later than 
sixty (60) days following the date on which funds sufficient for the complete retirement 
of the Current Bonds are deposited with any escrow agent. The District further covenants 
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to file any and all reports, if any, as may be required to be filed with the Government 
with regard to the liability or non-liability of the District as to any such rebate 
requirements and to maintain records in regard thereto for the period of time required by 
applicable Treasury regulations. 

Section 1002. Severabilitv Clause. If any section, paragraph, clause or provision of this 
ResoIution shall be held invalid, the invalidity of such section, paragraph, clause or provision 
shall not affect any of the remaining provisions of this Resolution, which shall continue in full 
force and effect. 

Section 1003. AI1 Provisions in Conflict Reuealed. All motions, resolutions and orders, 
or parts thereof, in conflict with the provisions of this Resolution, are to the extent of such 
conflict hereby repealed. It is hereby specifically ordered and provided that any proceedings 
heretofore taken for the issuance of other bonds of the District payable or secur&d in any manner 
by all or any part of the income and revenues of said System or any part thereof, and which have 
not been heretofore issued and delivered, are hereby revoked and rescinded, and none of such 
other bonds shall be issued and delivered. The District covenants to correct by appropriate 
proceedings any required procedure previously taken invalidly. 

Section 1004. Effective Immediatelv Uuon Adoution. This Resolution shall take effect 
and be effective immediately upon its adoption. 

Adopted this May 8, 1997. 

PENDLETON COUNTY WATER DISTRICZT 

(Seal of District) 

Attest: 
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CERTIFICATION 

I, H. T. Ammerman, hereby certify that I am the duly qualified and acting Secretary of 
the Pendleton County Water District of Pendleton and Campbell Counties, Kentucky, and that the 
foregoing Resolution is a true copy of a Resolution duly adopted by the Board of Commissioners 
of said District, signed by the Chairman of said District and attested under Seal by me as 
Secretary, at a properly convened meeting of said Board of Commissioners held on May 8, 1997, 
as shown by the official records of said District in my custody and under my control. 

I M e r  certify that said meeting was duly held in accordance with all applicable 
requirements of Kentucky law, including KRS 61.810, 61.815,61.820 and 61.825, that a quorum 
was present at said meeting, that said Resolution has not been modified, amended, revoked or 
repealed, and that same is now in fill force and effect. 

L 

IN TESTIMONY WHEREOF, witness my signature as Secretary and the official Seal of 
the District this May 8, 1997. 

(Seal of District) 
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EXHIBIT A 

Payment Due 
December I .) 

2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 

2010 
201 1 
2012 
2013 
2014 
2015 
2016 
2017 
2018 

Schedule of Principal Payments 

Principal Payment Due 
Pavment December 1. 

$4,000 
4,500 
5,000 
5,000 
5,500 
6,000 
6,500 
6,500 
7,500 
7,500 

8,500 
9,000 
9,500 
10,500 
1 1,000 
12,000 
12,500 
13,500 
14,500 

2019 
2020 
202 1 
2022 
2023 
2024 
2025 
2026 
2027 
2028 

2029 
2030 
203 1 
2032 
2033 
2034 
2035 
2036 
2037 

Principal 
Pament  

15,500 
16,500 
18,000 
19,000 
20,500 
22,000 
23,500 
25,000 
27,000 
29,000 

L. 

3 1,000 
33,000 
35,500 
38,000 
40,500 
43,500 
47,000 
50,000 
53,500 



EXHIBIT B 

(FORM OF FULLY REGISTERED BOND) 

UNITED STATES OF AMERICA 
COMMONWEALTH OF KENTUCKY 

COUNTIES OF PENDLETON AND CAMPBELL 
PENDLETON COUNTY WATER DISTRICT 

WATERWORKS REVENUE BONDS, SERIES 1997 

NO. R- Interest Rate: % $ 

KNOW ALL MEN BY THESE PRESENTS: 

That the Pendleton County Water District (the "District"), acting by and through its Board 
of Commissioners (the "Commission"), a public body corporate in Pendleton and Campbell 
Counties, Kentucky, for value received, hereby promises to pay to 

the registered owner hereof, or to its registered assigns, solely from the fund hereinafter 
identified, the s u m  of 

DOLLARS 

on the first day of December, in years and installments as follows: 

- Year Princiual - Year Princiual - Year Princiual 

[Here the printer of the Current Bond will print the maturities of the Current Bonds purchased 
by the registered Owner] 

and in like manner, solely from said fund, to pay interest on the balance of said principal sum 
from time to time remaining unpaid, at the Interest Rate specified above, semiannually on the 
first days of June and December in each year, beginning with the first June or December after 
the date of this Bond, until said sum is paid, except as the provisions hereinafter set forth with 
respect to prepayment may be and become applicable hereto, both principal and interest being 
payable, without deduction for exchange or collection charges, in lawful money of the United 
States of America, at the address of the registered owner shown on the registration book of the 
District. 



This Bond is issued by the District under and in full compliance with the Constitution and 
Statutes of the Commonwealth of Kentucky, including Chapters 58 and 74 of the Kentucky 
Revised Statutes (collectively the "Act"), and pursuant to a duly adopted Bond Resolution of the 
District authorizing same (the "Current Bond Resolution"), to which Current Bond Resolution 
reference is hereby made for a description of the nature and extent of the security thereby created, 
the rights and limitations of rights of the registered owner of this Bond, and the rights, 
obligations and duties of the District, for the purpose of financing the cost (not otherwise 
provided) of the construction of extensions, additions and improvements to the existing 
waterworks system of the District (said existing waterworks system, together with said extensions, 
additions and improvements, being hereinafter referred to as the "System"). 

This Bond ranks on a parity as to security and source of payment with certain outstanding 
Pendleton County Water District Waterworks Revenue Bonds of 1977, dated May 26, 1978 (the 
"Bonds of 1977"), authorized by a Resolution adopted by the Commission $f the District on 
August 22, 1977 (the "1977 Bond Resolution"); and the outstanding Pendleton County Water 
District Waterworks Revenue Bonds of 1987, dated February 25, 1988 (the "Bonds of 1987"), 
authorized by a Resolution adopted by the Commission of the District on April 13, 1987 (the 
"1987 Bond Resolution"); [hereinafter the Bonds of 1977 and Bonds of 1987 shall be collectively 
referred to as the "Prior Bonds", and the 1977 Bond Resolution and the 1987 Bond Resolution, 
shall be collectively referred to as the "Prior Bond Resolution"]. Accordingly, this Bond, together 
with any bonds ranking on a parity herewith, is payable from and secured on a rank on a parity 
with lien basis by a pledge of the gross revenues to be derived from the operation of the System. 

This Bond has been issued in full compliance with the Current Bond Resolution and the 
Prior Bond Resolution; and this Bond, and any bonds ranking on a parity therewith that may be 
issued and outstanding under the conditions and restrictions of the Current Bond Resolution and 
the Prior Bond Resolution, are and will continue to be payable from revenues which shall be set 
aside in a fund for that purpose and identified as the "Pendleton County Water District Sinking 
Fund", created in the Prior Bond Resolution. 

This Bond does not constitute an indebtedness of the District within the meaning of any 
constitutional or statutory provisions or limitations and is payable solely out of the revenues of 
the System. As provided in the Current Bond Resolution, the District covenants that so long as 
any of the Prior Bonds andor this Bond, are outstanding, the System will be continuously owned 
and operated by the District as a revenue producing public undertaking within the meaning of the 
aforesaid Act for the security and source of payment of the Prior Bonds and of this Bond, and 
that the District will fix, and if necessary adjust, from time to time, such rates for the services 
and facilities of the System and will collect and account for the revenues therefiom sufficient to 
pay promptly the principal of and interest on the Prior Bonds, this Bond and all other bonds 
ranking on a parity therewith as may be outstanding from time to time, to pay the cost of 
operation and maintenance of the System and to provide for the depreciation thereof. 

The District has reserved the right to issue additional bonds ranking on a parity as to 
security and source of payment with this Bond in order to complete the Project, and to finance 
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future extensions, additions and improvements to the System, provided the necessary requirements 
of the Current Bond Resolution have been complied with by the District. 

This Bond shall be registered as to principal and interest in the name of the owner hereof, 
after which it shall be transferable only upon presentation to the Secretary of the District as the 
Bond Registrar, with a written transfer duly acknowledged by the registered owner or his duly 
authorized attorney, which transfer shall be noted upon this Bond and upon the book of the 
District kept for that purpose. 

The District, at its option, shall have the right to prepay, on any interest payment date on 
and after December 1, 2006, in inverse chronological order of the installments due on this Bond, 
the entire principal amount of this Bond then remaining unpaid, or such lesser portion thereof, 
in a multiple of One Hundred Dollars ($loo), as the District may determine, at a price in an 
amount equivalent to the principal amount to be prepaid plus accrued interek to the date of 
prepayment, without any prepayment premium. Notice of such prepayment shall be given by 
registered mail to the registered owner of this Bond or his assignee, at least 30 days prior to the 
date fixed for prepayment. Notice of such prepayment may be waived with the written consent 
of the registered owner of this Bond. 

So long as the registered owner of this Bond is the United States of America, or any 
agency thereof, the entire principal amount of this Bond, or installments in multiples of $100, 
may be prepaid at any time in inverse chronological order of the installments due. 

Upon default in the payment of any principal or interest payment on this Bond, or upon 
failure by the District to comply with any other provision of this Bond or with any provision of 
the Current Bond Resolution, the registered owner may, at his option, institute all rights and 
remedies provided by law or by said Current Bond Resolution. 

It is hereby certified, recited and declared that all acts, conditions and things required to 
exist, happen and be performed precedent to and in the issuance of this Bond, do exist, have 
happened and have been performed in due time, form and manner as required by law, and that 
the face amount of this Bond, together with all other obligations of the District, does not exceed 
any limit prescribed by the Constitution or Statutes of the Commonwealth of Kentucky. 
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IN WITNESS WHEREOF said Pendleton County Water District, by its Board of 
Commissioners, has caused this Bond to be executed by its Chairman, its corporate seal to be 
hereunto affixed, and attested by its Secretary, on the date of this Bond, which is 

PENDLETON COUNTY WATER DISTRICT 
Pendleton and Campbell Counties, Kentucky 

Attest: 

(Seal of District) 

PROVISION FOR REGISTRATION 

This Bond shall be registered on the registration book of the District kept for that purpose 
by the Secretary, as Bond Registrar, upon presentation hereof to said Secretary, who shall make 
notation of such registration in the registration blank, and this Bond may thereafter be transferred 
only upon written transfer acknowledged by the registered owner or its attorney, such transfer to 
be made on said book and endorsed hereon. 

ASSIGNMENT 

Date o f  Name of Signature 
Registration Registered Owner of Bond Registrar 

I 1 

For value received, this Bond is hereby assigned, without recourse and subject to all of 
its terms and conditions, unto 9 this day of , 
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PENDLETON COUNTY WATER DISTRICT 

KENTUCKY RURAL WATER REVENUE BONDS ISSUE DATE 
SERllES 2001 

Payment 
Date 

Original Issue 
2/1/2011 
8/1/2011 
211 120 12 
811 1201 2 
2/1/2013 
811 1201 3 
211 120 14 
811 I20 1 4 
2/1/2015 
811 I20 I 5 
211 1201 6 
811/2016 
211 I201 7 
811 1201 7 
21112018 
8/1/2018 
211 I20 1 9 
8/1/2019 
2/1/2020 
81 1 12 02 0 
2/1/2021 
811 I202 1 
211 12022 
811 12022 
2/1/2023 
811 I2023 
2/1/2024 

Totals 

Principal 
Due 

14,000.00 

14,000.00 

16,000.00 

17,000.00 

18,000.00 

19,000.00 

20,000.00 

21,000.00 

23,000.00 

25,000.00 

26,000.00 

19,000.00 

20,000.00 

Interest 
Due 

7,297.88 
6,937.38 
6,937.38 
6,576.88 
6,576.88 
6,164.88 
6,164.88 
5,695.25 
5,695.25 
5,198.00 
5,198.00 
4,673.13 
4,673.13 
4,120.63 
4,120.63 
3,540.50 
3,540.50 
2,905.13 
2,905.13 
2,214.50 
2,214.50 
1,545.00 
1,545.00 
1,055.75 
1,055.75 

540.75 

MATURITY DATE 
INTEREST RATE 
ORIGINAL ISSUE 

Principal 
& Interest 

28,235.26 

27,514.26 

28,741.76 

28,860.1 3 

28,893.25 

28,871.13 

28,793.76 

28,661.13 

29,445.63 

30,119.63 

29,759.50 

21,600.75 

21,596.50 

6/27/2001 
1/1/2024 
5.0998% 

$374,000.00 

Principal 
Balance 

273,000.00 
259,000.00 
259,000.00 
245,000.00 
245,000.00 
229,000.00 
229,000.00 
21 2 , 000.00 
212,000.00 
194,000.00 
194,000.00 
175,000.00 
175,000.00 
155,000.00 
155,000.00 
134,000.00 
134,000.00 
11 1,000.00 
1 11,000.00 
86,000.00 
86,000.00 
60,000.00 
60,000.00 
41,000.00 
41,000.00 
21,000.00 
21,000.00 

2 1,000.00 540.75 21,540.75 0.00 
273,000.00 109,633.44 382,633.44 



i! 

ASSISTANCE AGREEMENT 

BETWEEN 

KENTUCKY RURAL WATER FINANCE CORPORATION 

AND 

PENDLETON COUNTY WATER DISTRICT 

This document was prepared by: 

RUBN Rs HAYS 
Kentucky Home Trust Building 
450 South Third Street 
Louisville, Kentucky 40202 
(502) 269-7525 



INDEX TO ASSISTANCE AGREEMENT 

Section 1 
Section 2 
Section . 3 
Section 4 
Section 5 
Section 6 

Section 7 
Section 8 
Section 9 
Section 10 
Section 11 
Section 12 
Section 13 
Section 14 
Section 15 
Section 16 
Section 17 

Section 1 8 
Section 19 
Section 20 
Section 21 
Section 22 
Section 23 
Section 24 
Section 25 
Section 26 

. .  Defimtions ................................................................................................................ 3 
Reaffirmation of Declaration of Waterworks System .............................................. 7 
Authorization of Obligations; Place of Payment; Manner of Execution ................. 8 
Redemption.. ............................................................................................................ 8 
Obligations Payable Out of Revenues on a Parity with Prior Bonds ....................... 9 
Compliance with Parity Coverage Requirements 
of the Prior Bond Legxlation ................................................................................... 9 
Flow ofFunds ........................................................................................................ 10 
Disposition of Proceeds of the Obligations; Governmental Agency A.ccount ...... 11 
Arbitrage Limitations ............................................................................................. 13 
Parity Bonds ........................................................................................................... 14 
R.ates and Charges for Services of the System ....................................................... 16 
All Obligations of this Issue Are Equal ................................................................. 17 
Defeasance andor Refunding of Obligations ........................................................ 17 
Contractual Nature of Assistance Agreement ........................................................ 18 
Appointment and Duties of Bond Registrar And Paying Agent ............................ 18 
Provisions in Conflict R.epealed ............................................................................. 19 

to Assure Compliance with the Internal Revenue Code of 1986 ........................... 19 
Insurance ................................................................................................................ 20 
Event af Default; Remedies ................................................................................... 20 
Annual Reports ...................................................................................................... 20 
Supplemental Assistance .Agreement ..................................................................... 21 
No Remedy Exclusive ............................................................................................ 22 
Waivers .................................................................................................................. 22 
Agreement to Pay Attorney's Fees and Expenses .................................................. 22 
Signatures of Officers ............................................................................................ 22 
Severability Clause ................................................................................................ 22 

. .  

Covenant of Governmental Agency to Take All A.ction Necessary 



ASSISTANCE AGREEMENT 

This Assistance Agreement made and entered into as of the 27th day of June, 2001 (the 
"Assistance Agreement") by and between the Kentucky Rural Water Finance Corporation, a non- 
profit corporation and instrumentality of the various entities of the Cornonwealth of Kentucky (the 
"Issuer") and the Pendleton County Water District, a f Pendleton and Campbell Counties, Kentucky 
(the "Governmental Agency"): 

WITNESSETH 

WHEREAS, the Issuer has established its Public Projects Flexible Term Program (the 
"Program") designed to provide financing for the expansian, addition and improvements of public 
projects for governmental entities under which the Issuer has determined to issue under its Kentucky 
Rural Water Finance Corporation Multimadal Public Projects Revenue Bonds (Flexible Tern 
Program), Series 200 1 , dated April 4,200 1 (the "Bonds") pursuant to a Trust Indenture dated as of 
April 4,2001 (the "Indenture") between the Issuer and Fifth Third Bank, trustee (the "Trustee"), the 
net proceeds of which will be applied for the benefit of such governmental entities by making loans, 
pursuant to Assistance Agreements; and 

WHEREAS, the Governmental Agency has determined that it is necessary and desirable to 
fmance improvements to the Governmental Agency's waterworks system and to refinance and 
currently rehnd certain outstanding indebtedness of said Governmental Agency (the "Project"), and 
the Issuer has determined that the Project is a project within the meaning o f  the Act and the 
Indenture, thereby qualifying for financial assistance fiom the Issuer; and 

WHEREAS, the Issuer has found and determined that the Project will be in Wherance of the 
purposes of the Issuer and the Governmental Agency under the Act; and 

WHEREAS, the Governmental Agency has designated the Issuer as its instrumentality and 
agency; and 

WHEREAS, pursuant to this Assistance Agreement the Governmental Agency will proceed 
with the Project; and 

WHEREAS, the Governmental Agency, presently owns and operates the waterworks system 
(the "System") of said Governmental Agency; and 

WHEREAS, the Governmental Agency has heretofore issued its Pendleton County Water 
District Waterworks Revenue Bonds of 1987, dated February 25,1988 (the "Series 1987 Bonds") in 
the original principal amount of $273,000, authorized by a resolution adopted by the Board of 
Commissioners (the "Governing Body") on April 13, 1987 (the "1987 Bond Legislation"); and 

WKEREAS, the Governmental Agency has heretofore incurred certain indebtedness to 
Farmers National Rank, Butler, Kentucky (the "Bank Loan"); and 



WHEREAS, the Governmental Agency has found and determined that it is in the public 
interest to refinance and currently rehnd the Series 1987 Bonds and to pay down the balance on the 
Rank Loan in order to achieve interest savings; and 

WHEREAS, the Governmental Agency has heretofore issued its Prior Bonds (as hereinafter 
defined); and 

WHEREAS, in and by the Prior Bond Legislation (as hereinafter defined), the right and 
privilege was reserved by the Governmental Agency under conditions and restrictions set out in said 
Prior Bond Legislation, of issuing additional bonds from time to time, payable from the income and 
revenues of the System and ranking on a parity with the outstanding Prior Bonds, for the purpose, 
among other things, of financing the costs of extensions, additions and improvements to the System, 
and refinancing certain outstanding indebtedness, which conditions and restrictions are found to 
currently exist and prevail so as to permit the issuance of certain proposed additional bonds so as to 
rank, when issued, on a parity with the outstanding Prior Bonds; and 

WHEREAS, it is deemed necessary and advisable for the best interests of the Governmental 
Agency that it enter into this Assistance Agreement with the Issuer in order to borrow funds (the 
"Loan") in the amount of $374,000 [the "Obligations"], for the purpose of providing funds for the 
refinancing of the Series 1987 Bonds and Bank Loan and for the Project, and to reaffirm the 
conditions and restrictions whereunder similar bonds or obligatians may be subsequently issued 
ranking on a parity therewith; and 

WHEREAS,  under the provisions of Sections 58.010 through 58.140, inclusive, of the 
Kentucky Revised Statutes, and under the provisions of the Prior Bond Legislation, the 
Governmental Agency is authorized to enter into this Assistance Agreement and to borrow the 
Obligations to provide such fimds for the purpose aforesaid; and 

WHEW,AS, the Issuer is willing to cooperate with the Governmental Agency in making 
available the Loan pursuant to the Act and the Indenture to be applied to the Project upon the 
conditions hereinafter enumerated and the covenants by the Governmental Agency herein contained; 
and 

WHEREAS, the Issuer and the Governmental Agency have determined to enter into this 
Assistance Agreement pursuant to the terms of the Act and the Indenture and to set forth their 
respective duties, rights, covenants, and obligations with respect to the construction and financing of 
the Project subject to the repayment of the Loan and the Obligations and the interest thereon; and 

NOW, THEREFORE, FOR AND IN CONSIDERATION OF THE MUTUAL 
COVENANTS HEREIN SET FORTH, THE LOAN HEREBY EFFECTED AND OTHER GOOD 
AND VALUABLE CONSIDERATION, THE RECEIPT OF WHICH IS HEREBY 
ACKNOWLEDGED BY EACH PARTY, THE PARTIES HERETO MUTUALLY COVENANT 
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AND AGREE, EACH WITH THE OTHER AS ForJLows: 



Section 1. Definitions. As used in this Assistance Agreement, unless the context requires 
otherwise: 

''Act" refers to Chapters 58 and 74 of the Kentucky Revised Statutes. 

"Assistance Agreement" refers to this Assistance Agreement authorizing the Loan and the 
Obligations. 

"Bank Loan" refers to the District's outstanding balance on a line of credit from the Farmers 
National Bank, Butler, Kentucky. 

"Bond CounSel'' refers to a nationally recognized fm of Bond Counsel which fm has 
prepared the legal proceedings for the Obligations, has furnished all of the customary services of 
Bond Counsel in this financing and will continue to hrnish such services until the Obligations are 
delivered and paid for, including the rendering of the final approving legal opinion with regard to the 
legality of the Obligations and the tax exemption of the interest thereon. 

"Bond Legislation of 1977" or "I977 Bond Legislation" refers to the resolution authorizing 
the Series 1977 Bonds, which was adopted by the Governing Body on August 22,1977. 

"Bond Legislation of 1987" or 'I I987 Bond Legislation" refers to the resolutian authorizing 
the Series 1987 Bonds, which was adopted by the Governing Body on April 13,1987. 

"Bond Legislation of I997" or "1997 Bond Legislation" refers to the resolution authorizing 
the Series 1997 Bonds, which was adopted by the Governing Body an May 8,1997. 

"Bondowner", "Owner", "Bondholder'' means and contemplates, unless the context otherwise 
indicates, the registered owner of one or more of the Bands at the time issued and outstanding 
hereunder. 

"Bonds" refers to the Obligations, the Prior Bonds and any additional Parity Bonds. 

"Bonds of 1977" or "Series I977 Bonds" refer to the outstanding Pendleton County Water 
District Waterworks Revenue Bonds of 1977, dated May 26, 1978, in the original authorized 
principal amount of $263,000. 

"Bonds of 1987" or "Series I987 Bonds" refer to the outstanding Pendleton County Water 
District Waterwarks Revenue Bonds of 1987, dated February 25, 1988, in the original authorized 
principal amount of $273,000. 

"Bonds of 1997" or "Series 1997 Bonds" refer to the outstanding Pendleton County Water 
District Waterworks Revenue Bonds, Series 1997, dated April 2, 1998, in the original authorized 
principal amount of $747,000. 
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"CertiJied Public Accozmtants" refers to an independent Certified Public Accountant or firm 
of Certified Public Accountants, duly licensed in Kentucky and knowledgeable about the affairs of 
the System and/or of other Governmental Agency financial matters. 

"Code" refers to the United States Internal Revenue Code of 1986, as amended, and any 
regulations issued thereunder. 

"Compliance Group" refers to the Compliance Group identified and defined in the Indenture. 

"Depository Bank" refers to the bank or banks in which the Funds referred to in this 
Assistance Agreement will be deposited and maintained as the depository(ies) for such Funds; as 
determined by the Governmental Agency. 

"Depreciation Fund" refers to the Pendleton County Water District Depreciation Fund 
created in the Prior Bond Legislation and which Depreciation Fund will continue to be maintained 
for the benefit of all of the Bonds. 

"Engineer" or "Independent Consulting Engineer" refers to an Independent Consulting 
Engineer or firm of Engineers of excellent national reputation or of recognized excellent reputation 
in Kentucky in the fields of waterworks and sewer engineering. 

'I Funds" refers to the Revenue Fund, the Sinking Fund, the Operation and Maintenance Fund, 
the Depreciation Fund and the Governmental Agency Account. 

"Governmental Agency" refers to the Pendleton County Water District. 

"Governmental Agency Chief Executive" refers to the Chairman of the Governmental 
Agency. 

"Governmental Agency Clerk" refers to the Secretary of the Governmental Agency, 

"Governing Body" means the Board of Commissioners of the Governmental Agency or such 
other body as shall be the governing body of said Governmental Agency under the laws of Kentucky 
at any given time. 

"Indenture" means the Trust Indenture, dated as of April 4,200 1, as originalIy executed or as 
it may from time to time be supplemented, modified or amended by any supplemental mortgage, by 
and between the Issuer and the Trustee. 

"Intemst Payment Date" shall mean the 1 st day of each month, commencing July 1,2001 and 
continuing through and including January 1,2024 or until the Loan has been paid in full. 

ttIsmertt refers to the Kentucky Rural Water Finance Corporation. 
4 



"Obligations" refers to the Loan authorized by this Assistance Agreement in the principal 
amount of $374,000. 

"Operation and Maintenance Fund" refers to the "Pendleton County Water District 
Operation and Maintenance Fund" created in the Prior Bond Legislation and which Operation and 
Maintenance Fund will continue to be maintained for the benefit of the System. 

"Outstanding Bands" refers collectively to all outstanding Prior Bonds, the outstanding 
Obligations and any outstanding Parity Bonds, and does not refer to any bonds which have been 
defeased. 

"Parity Bonds" means bonds issued in the future, which will, pursuant to the provisions of 
this Assistance Agreement, rank on a basis ofparity with the Obligations and shall not be deemed to 
include, nor to prohibit the issuance of, bonds ranking inferior in security to the Obligations. 

"Permittedlizvestments" refers to investments of hnds on deposit in the various funds created 
herein and includes: 

direct obligations of the United States of America (including obligations issued or 
held in book-entry form on the books of the Department of the Treasury of the 
United States of America) or obligations the timely payment of the principal of and 
interest on which are fully guaranteed by the 'United States of America, including 
instruments evidencing an ownership interest in securities described in this clause 
(1); 

obligations, debentures, notes or other evidences of indebtedness issued or 
guaranteed by any of the following: 

Federal Home Loan Bank System, Export-Import Bank of the United States, Federal 
Financing Bank, Federal Land Banks, Government National Mortgage Association, 
Federal Home Loan Mortgage Corporation or Federal Housing Administration; 

repurchase agreements (including those of the Trustee or the Bank) fully secured by 
collateral security described in clause (1) or (2) of this definition, which collateral 
(a)is held by the Trustee or a third party agent during the term of such repurchase 
agreement, (b) is not subject to liens or claims of third parties and (c) has a market 
value (determined at least once every fourteen days) at least equal to the amount so 
invested; 

certificates of deposit of, or time deposits in, any bank (including the Trustee or the 
Bank) or savings and loan association (a) the debt obligations of which (or in the case 
of the principal bank of a bank holding company, the debt obligations of the bank 
holding company of which) have been rated at least equal to the rating assigned to 
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the Bonds by each Rating Agency then rating the Bonds or (b) which are fully 
insured by the Federal Deposit Insurance Corporation or (c) which are secured at all 
times, in the manner and to the extent provided by law, by collateral security 
(described in clause (1) or (2) of this definition) of a market value (valued at least 
quarterly) of no Iess than the amount of money SO invested; 

shares in any investment company registered under the Federal Investment 
Governmental Agency Act of 1940 whose shares are registered under the Federal 
Securities Act of 1933 and whose only investments are government securities 
described in clause (1) or (2) of this definition and repurchase agreements fi.111~ 
secured by govemment securities described in clause (1) or (2) of this definition 
andor other obligations rated AAA by S&P; 

tax-exempt obligations of  any state of the United States, or political subdivision 
thereof, which are rated AA or better by S&P or mutual funds invested only in such 
obligations; 

units of a taxable or nontaxable government money-market portfolio composed of 
U.S. Government obligations and repurchase agreements collateralized by such 
obligations; 

commercial paper rated A-1 or A-l+ by S&P; 

corporate notes or bonds with one year or less to maturity rated in one of the two 
highest Rating Categories by S&P; or 

shares of mutual funds, each of which shall have the following characteristics: 

(i) The mutual fund shall be an open-end diversified investment company 
registered under the Federal Investment company Act of 1940, as mended; 

(ii) The management company of the investment company shall have been in 
operation for at least five ( 5 )  years; and 

(iii) All of the securities in the mutual fund shall be in investments in any one 
or more of the investments described in (1) and (3) above. 

"Prior Bund Legislation" refers collectively to the 1977 Bond L,egislation and the 1997 Bond 
Legislation. 

"Prior Bonds" refers collectively to the Series 1977 Bonds and the Series 1997 Bonds. 
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"Project" refers to the refinancing and current refunding of the Governmental Agency's 
Series 1987 Bonds and the Bank Loan with the proceeds ofthe Obligations, and the constniction of 
additions, extensions and impravements to the System. 

"Program" refers to the Issuer's Public Projects Flexible Term Program designed to provide 
financing for the expansion, addition and improvements of public projects for governmental entities. 

"Program Administrator" refers to the Kentucky Rural Water Association, Inc., Bowling 
Green, Kentucky. 

"Program Reserve Fund" refers to the Reserve Fund created and established pursuant to 
Section 4.2 of the Indenture. 

"Record Date" shall mean with respect to any Interest Payment Date, the close of business on 
the 1 Sh day next preceding such Interest Payment Date, whether or not such day is a business day. 

"Requisition Certificate" means the form attached hereto as Exhibit C to be utilized by the 
Governmental Agency in obtaining disbursements of the Laan from the Govemental  Agency 
Account as construction of the Project progresses. 

"Revenue Fund" refers to the Pendleton County Water District Waterworks Revenue Fund 
created in the Prior Bond Legislation and which Revenue Fund will continue to be maintained far the 
benefit of all of the Bonds. 

"Sinking Fund1 refers to the Pendleton County Water District Sinking Fund created in the 
Prior Bond Legislation and which Sinking Fund will continue to be maintained for the benefit of all 
of the Bonds. 

"S'ystenP refers to the Govemental Agency's waterworks system, together with all hture 
extensions, additions and improvements to said System. 

"Treasure~l' refers to the Treasurer of the Governmental Agency. 

"Trustee" refers to Fifth Third Bank, Cincinnati, Ohio. 

I' US'. Obligations" refers to bonds, notes, or Treasury Bills which are direct obligations of the 
United States of America or obligations fully guaranteed by the United States of America, including 
book-entry obligations of the United States Treasury-State and Local Government Series, and Trust 
Receipts representing an ownership interest in direct obligations of the United States. 

Section 2. Reaffirmation of Declaration of Waterworks System. That all proceedings 
heretofore taken for the establishment of and the supplying of water service in and to said 
Govemental Agency as a municipal Waterworks system are hereby in all respects ratified and 
confirmed; and so long as any of the obligations hereinafter authorized or perrnitted to be issued 
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remain outstanding, said System shall be owned, controlled, operated and maintained for the security 
and source of payment o f  said obligations. Said System is hereby declared to constitute a public 
project within the meaning and application of Sections 58.010 to 58.140, inclusive, of the Kentucky 
Revised Statutes. 

Section 3. Authorization of Obligations; Place of Payment; Manner of Execution. That 
pursuant to the Constitution and laws of Kentucky, and particularly said Sections 58.010 to 58.140, 
inclusive of the Kentucky Revised Statutes, the Governmental Agency hereby authorizes the 
borrowing of $374,000 from the Program, for the purpose of providing hnds  for the Project. Said 
ObIigations shall mature on each January 1 beginning January 1, 2002 and continuing thereafter 
through and until January 1,2024, in such principal amounts, and shall bear interest payable on the 
Interest Payment Dates, commencing July 1,2001 in the maturities and at the interest rates set forth 
in Exhibit A attached hereto. 

The principal of, redemption price, if any, and interest on the Obligations shall be payable in 
lawful money of the United States of America an the Interest Payment Dates, beginning July 1,2001 
to the Trustee for the Program. Such payment shall be made by the Governmental Agency from 
funds on deposit in the Sinking Fund pursuant to the ACH Debit Direct Payment Method (the "ACH 
Debit Direct Payment Method") as described and detailed in the ACH Debit Direct Payment 
Authorization Form (the "ACH Authorization Form") attached hereto as Exhibit B. The ACH 
Authorization Fonn shall be completed, signed and forwarded to the Trustee prior to the 
Governmental Agency receiving any of the proceeds of the Loan. 

Pursuant to the ACH Debit Direct Payment Method, there shall be transferred to the Trustee 
on or before the first day of each month, from the Sinking Fund, the amounts hereinafter specified: 

(1) An amount equal to one-sixth (1/6) ofthe interest becoming due on the ObIigations 
on the next succeeding interest due date brovided that for the first seven payments 
one-seventh (1/7) of the interest due on the Obligations an the next succeeding 
interest due date], and subject to a credit for the amount on deposit in the Sinking 
Fund transferred thereto on the date of issue of the Obligations; plus 

(2) An amount equal to one-twelfth (1/12) of the principal amount of all Obligations 
maturing on the next succeeding January I Cprovided that for the first seven 
payments one-seventh (1/7) of the principal due on the Obligations on January 1, 
20021. 

In addition, in the event the Issuer is required to withdraw moneys from the Program Reserve 
Fund established pursuant to the Indenture to pay the principal of and interest on the Obligations and 
any other payments due under this Assistance Agreement on behalf of the Governmental Agency 
(the "Reserve Withdrawal"), the Governmental Agency shall pay to the Trustee, in each month, 
pursuant to the ACH Debit Direct Payment Method an amount equal to at least 1/12 of the Reserve 
Withdrawal, plus accrued interest thereon at the rate equal to the highest rate of interest paid by the 
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investments making up the Program Reserve Fund until such Reserve Withdrawal has been 
replenished. 

Section 4. Redemption. (a) Optional Redemption. Subject to the prior written approval of 
the Compliance Group, Obligations maturing on or after January 1 , 2012, are subject to redemption, 
in whole or in part, at any time, by the Governmental Agency prior to their stated maturities, on any 
date falling on or after January 1 , 201 1 , upon payment of the principal amount to be redeemed plus 
accrued interest to the date of redemption, on the dates, subject to redemption premium stated as a 
percentage of the principal amount to be redeemed, as follows: 

Redemption Dates (Inclusive) 
Redemption 

Price 

January 1 , 20 1 1 through December 3 1 , 20 1 1 
January 1 , 20 12 though December 3 I , 20 12 
January 1,2013 and thereafter 100% 

102% 
101% 

In the event that the Governmental Agency desires to optionally redeem a portion of its Obligations, 
such redemption shall be in a denomination equal to $5,000 or any integral multiple thereof 

(b) Notice of Redenytion. The Governmental Agency shall give the Issuer and the Trustee 
notice of any redemption by sending at least one such notice by first class United States mail not less 
than 45 and not more than 90 days prior to the date fixed for redemption. 

All of said Obligations as to which the Governmental Agency reserves and exercises the right 
of redemption and as to which notice as aforesaid shall have been given, and for the retirement of 
which, upon the terns aforesaid, funds are duly provided, will cease to bear interest on the 
redemption date. 

Section 5. Obligations Payable Out of Revenues on a Parity with Prior Bonds. All of 
the Obligations and Prior Bonds, together with the interest thereon and such additional bonds 
ranking on a parity therewith heretofore issued and outstanding and that may be hereafter issued and 
outstanding from time to time under the conditions and restrictions hereinafter set forth, shall be 
payable out of the Sinking Fund, as heretofore created in the Prior Bond Legislation and as 
hereinafter more specifically provided and shall be a valid claim of the holder thereof only against 
said fund and the fixed portion or amount of the income and revenues of the System of said 
Governmental Agency pledged to said h d .  

Section 6. Compliance with Parity Coverage Requirements of the Prior Bond 
Legislation. It is hereby declared that in accordance with the provisions of the Prior Bond 
Legislation, and prior to the issuance of any of the Obligations hereby authorized, there will be 
procured and filed with the Governmental Agency Clerk of said Governmental Agency any and all 
statements or certifications for the purpose of  having both principal and interest an the Prior Bonds 
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and the Obligations hereby authorized payable on a parity from the income and reyenues of said 
System with said outstanding Prior Bonds. 

Section 7. Flow of Funds. All proceedings preliminary to and in connection with the 
issuance of the Prior Bonds, whereby provision was made for the receipt, custody, and application of 
the proceeds of the Prior Bonds; for the operation of said System on a revenue-producing basis; for 
the segregation, allocation, and custody of the revenues derived from the operation of the System; 
and for the enforcement and payment of the Prior Bonds; and all other covenants for the benefit of 
the bondholders set out in the Prior Bond Legislation, are hereby ratified and confirmed and shall 
continue in force and inure to the security and benefit of the Bonds, the same as if such provisions 
and proceedings were repeated in full herein; provided, further, that, hereafter, the income and 
revenues of the System shall be collected, segregated, accounted for, and distributed as follows: 

A. Revenue Fund. The Governmental Agency covenants and agrees that it will 
continue to deposit in the Revenue Fund, promptly as received from time to time, all revenues of the 
System, as same may be extended and improved from time to time. The moneys in the Revenue 
Fund shall continue to be used, disbursed and applied by the Governmental Agency only for the 
purpose and in the manner and order of priorities specified in the Prior Bond Legislation, as 
hereinafter modified by this Assistance Agreement, all as permitted by the Act, and in accordance 
with previous contractual commitments. 

B. Sinking Fund. It is hereby recognized that the Governmental Agency is 
obligated upon the issuance of the Obligations to provide for additional debt service requirements of 
the Obligations. 

There shall be transferred from the Revenue Fund and deposited into the Sinking 
Fund on or before the 20th day of each month, for payment of interest on and principal of the 
Outstanding Bonds, including the Obligations, a sum equal to the total of the following: 

(1) An amount equal to one-sixth (1/6) of the next succeeding six-month interest 
payment to become due on the Outstanding Bonds, plus 

(2) A sum equal to one-twelfth (1/12) of the principal of any Outstanding Bonds 
maturing on the next succeeding principal payment date. 

If the Governmental Agency for any reason shall fail to make any monthly deposit as 
required, then an amount equal to the deficiency shall be set apart and deposited into the Sinking 
Fund out of the first available revenues in the ensuing months, which amount shall be in addition to 
the monthly deposit otherwise required during such succeeding months. Whenever there shall 
accumulate in the Sinking Fund amounts in excess of the requirements during the next twelve 
months for paying the principal of and interest due on the Outstanding Bonds, as same fall due, such 
excess may be used for redemption or prepayment of any Outstanding Bonds, subject to the terms 
and conditions set forth therein, prior to maturity. 
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C .  Depreciation Fund. Pursuant to the provisions of the Prior Bond L,egislation, 
there shall next be transferred from the Revenue Fund a sum sufficient, each month, to maintain a 
balance in said Depreciation Fund of at least the sum required by the Prior Bond Legislation, which 
shall be deposited into the Depreciation Fund. 

Moneys in the Depreciation Fund may be withdrawn and used by the Governmental 
Agency, upon appropriate certification of the Governing Body, in accordance with the provisions of 
the Prior Bond Legislation, for the purpose of paying the cost of unusual or extraordinary 
maintenance, repairs, renewals and replacements not included in the annual budget of current 
expenses and/or of paying the costs of constructing hture extensions, additions and improvements to 
the System which will either enhance its revenue-producing capacity or will provide a higher degree 
of service, and when necessary, for the purpose of making payments of principal and interest on the 
Bonds if the amount on deposit in the Sinking Fund is not sufficient to make such payments. 

D. Operation and Maintenance Fund. There shall next be transferred monthly 
fiom the Revenue Fund and deposited into said Operation and Maintenance Fund, sums sufficient to 
meet the current expenses of operating and maintaining the System. The balance maintained in said 
Operation and Maintenance Fund shall not be in excess of the amount required to cover anticipated 
System expenditures for a two-month period pursuant to the Governmental Agency’s annual budget. 

E. Surplus Funds. Subject to the provisions for the disposition of the income 
and revenues of the System as set forth hereinabove, which provisions are cumulative, and after 
paying or providing for the payment of debt service on any subordinate obligations, there shall be 
transferred, within sixty days after the end of each fiscal year, the balance of excess funds in the 
Revenue Fund on such date, to the Depreciation Fund for application in accordance with the terms of 
this Assistance Agreement or to the Sinking Fund to be applied to the maximum extent feasible, to 
the prompt purchase or redemption of Outstanding Bonds. 

Provided, however, notwithstanding anything to the contrary in any Prior Bond Legislation, 
the Governmental Agency shall be allowed a credit to the extent of moneys on deposit in the 
Program Reserve Fund for the purpose of meeting any parity requirements in any Prior Bond 
Legislation; subject hawever, to the limitation that moneys in the Program Reserve Fund may only 
be used to make payments of the Government Agency due under this Assistance Agreement, if 
necessary, and; provided further, that the Trustee may not seek payment for any reserve h d s  held 
by the Governmental Agency under any Prior Bond Legislation for payment of any amounts due 
from the Governmental Agency under this Assistance Agreement. 

Section 8. Disposition of Proceeds of the Loan; Governmental Agency Account. Upon 
(i) the execution of this Assistance Agreement, (ii) the deliverance of this Assistance Agreement to 
the Trustee, (iii) certification of the Compliance Group that the Loan is to be accepted in the 
Program, and (iv) upon receipt by the Governmental Agency of the proceeds of the Obligations, the 
proceeds shall be applied as follows: 
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(a) Disposition of the Proceeds. There shall first be deducted and paid from the proceeds of 
the Obligations the fees and costs incurred by the Governmental Agency and any other pertinent 
expenses incident to the issuance, sale and delivery of the Obligations and such other appropriate 
expenses as may be approved by the Governmental Agency Chief Executive, including but not 
limited to the Governmental Agency's pro rata share of the Program's fees and expenses. 

The balance shall be deposited to the Governmental Agency Account to be used to construct 
the Project. 

(6) Governmental Agency Account. It is hereby acknowledged that a fiind entitled 
"Pendleton County Water District Governmental Agency Account" (the "Governmental Agency 
Account") has been created and maintained by the Trustee pursuant to the Indenture; and the amount 
on deposit in said Governmental Agency Account shall be applied to the extent necessary, to pay the 
cost of additions and improvements to and the construction of the Project. 

Investment income derived fi-om investment of the Governmental Agency Account, which 
shall be invested in Permitted Investments in accordance with this Assistance Agreement, shall, as 
received, be deposited in the Governmental Agency Account. 

The Trustee shall be obligated to send written notice to the Governmental Agency of the need 
for investment directions if and whenever funds in excess of $50,000 shall remain uninvested for a 
period of more than five days. In the absence of written direction from the Governmental Agency 
with respect to investment of moneys held in the Governmental Agency Account, the Trustee is 
hereby directed to invest finds in money market mutual finds of the Trustee or its affiliates that 
qualify as Permitted Investments under this Assistance Agreement. 

Payment from the Governmental Agency Account for costs in connection with the Project 
shall be made only upon a Requisition Certificate delivered to the Trustee which has been approved 
by the Engineers having charge of supervising such acquisition, improvement and construction, and 
countersigned by the Governmental Agency Chief Executive, said Engineers to certify in each 
instance that the Requisition Certificate represents a sum actually earned by and due to the proposed 
payee under a contract with said Governmental Agency for work performed and/or materials 
furnished in connection with the Project, or represents a sum necessary to be expended for land 
and/or rights of way necessary to be acquired by the Governmental Agency in connection with said 
Project. 

No expenditure shall be made from the Governmental Agency Account except for proper and 
authorized expenses relating to the acquisition, improvement and construction of the Project in 
accordance with the contracts, plans and specifications appraved by the Governmental Agency. 

After completion of the Project, as certified by the Engineers, any balance then remaining on 
deposit in the Governmental Agency Account shall, subject to any and all applicable legal provisions 
and applicable arbitrage regulations necessary to assure the exemption of interest on the Obligations 
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from Federal income taxation, upon orders of the Governing Body, be transferred to the Sinking 
Fund, to be used for the purposes thereof. 

Section 9. Arbitrage Limitations. ( I )  The Governmental Agency covenants that neither the 
proceeds of the Obligations, nor "Non-Exempt Revenues" of the System, as defined below, will be 
invested in investments which will produce a net adjusted yield in excess of the net interest cost 
(effective yield) of the Obligations, if such investment would cause such Obligations to be treated as 
"arbitrage bonds" within the meaning of Section 148 ofthe Internal Revenue Code, as amended, and 
the applicable regulations thereunder; provided, however, that such proceeds and/or revenues may be 
invested to whatever extent and whenever the Code andlor applicable regulations permit same to be 
invested without causing the Obligations to be treated as "arbitrage bonds." 

(2) Won-Exempt Revenues" within the meaning of the foregoing shall be deemed to 
refer to revenues of the System deposited in any of the hnds earmarked for or reasonably expected 
to be used for the payment of debt service on the Obligations, in excess of "Exempt Revenues," 
which Exempt Revenues are: 

amounts deposited in the Sinlcing Fund for the purpose ofpaying debt service on any 
Obligations against the System within thirteen (1 3) months from the date of deposit; 
and 

amounts deposited in the Depreciation Fund or any similar reserve for replacements, 
reasonably expected to be used for extensions, additions, improvements or 
replacements to the System, and not reasonably expected to be used to pay debt 
service (even if pledged to be used to pay debt service in the event of the unexpected 
inadequacy of other funds pledged for that purpose). 

If, and to the extent that any Non-Exempt Revenues are on deposit and are available 
for investment by reason o f  the foregoing, such b d s  shall be subject to the investment limitations 
set out in Section 9( 1) above. 

On the basis of information furnished to the Governmental Agency, on known facts, 
circumstances and reasonable expectations on the date of enactment of this Assistance Agreement, 
the Governmental Agency certifies as follows: 

That it is not expected or contemplated that the proceeds of the Obligations will be 
used or invested in any manner which will. cause any of the Obligations to be treated 
as "arbitrage bonds'' within the meaning of Section 148 of the Code and the 
applicable regulations thereunder. 

That it is not expected or contemplated that the Governmental Agency will make any 
use of the proceeds of the Obligations, which, if such use had been reasonably 
anticipated on the date of issuance of the Obligations, would have caused the 
Obligations to be arbitrage bonds. 
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That it is expected and contemplated that the Governmental Agency will comply with 
(i) all of the requirements of Section 148 of the Code; and (ii) all of the requirements 
of the applicable regulations thereunder, to whatever extent is necessary to assure that 
the Obligations will not be treated as arbitrage bonds. 

That it is anticipated that amounts on deposit in the Sinking Fund will be used within 
13 months from the date of deposit for the payment of debt service on the 
outstanding Obligations and all Prior Bonds payable from said Sinking Fund. 

That amounts accumulated in the Sinking Fund shall not exceed the limitations set 
forth in this Assistance Agreement. 

That it is not reasonably anticipated that amounts accumulated in the Depreciation 
Fund will be used for payment of debt service on any bonds payable from the 
revenues of the System, even though such Depreciation Fund will be so available if 
necessary to prevent a default in the payment ofprincipal and interest on such bonds, 

Prior to or at the time of delivery of the Obligations, the Governmental Agency Chief 
Executive and/or the Governmental Agency Treasurer are authorized to execute the appropriate 
certification with reference to the matters referred to above, setting out all known and contemplated 
facts concerning such anticipated investment of the proceeds of the Obligations, including the 
execution of necessary and/or desirable certifications o f  the type contemplated by the Code and 
applicable regulations, as amended, in order to assure that interest on the Obligations will be exempt 
from all federal income taxes and that the Obligations will not constitute or be treated as arbitrage 
bonds. 

Ijection 10. Parity Bonds. The Obligations shall not be entitled to priority one over the 
other in the application of the income and revenues of the System, regardless of the time or times of 
their issuance, it being the intention that there shall be no priority among the Obligations, regardless 
of the fact they may be actually issued and delivered at different times, and provided hrther that the 
lien and security of and for any bonds or obligations hereafter issued that are payable from the 
income and revenues of the System, shall, except as set out herein, be subject to the priority of the 
Prior Bonds and the Obligations as may from time to time be outstanding; provided the 
Governmental Agency has in said Prior Bond Legislation reserved the right and privilege, and does 
hereby reserve the right and privilege, of issuing additional bonds from time to time payable from 
the income and revenues of the System ranking on a parity with the Prior Bonds and with the 
Obligations, but only under the conditions specified in the Prior Bond Legislation, which conditions 
are hereinafter repeated, t k g  into account the issuance of the Obligations. 

The Governmental Agency reserves the right to finance future extensions, additions, and/or 
improvements to the System by the issuance of one or more additional series of bonds to be secured 
by a parity lien on and ratably payable from, the revenues of the System pledged to the Prior Bonds 
and the Obligations, provided; 
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(a) The facility or facilities to be constructed from the proceeds of the additional parity 
bonds is or are made a part of the System and its or their revenues are pledged as additional security 
for the additional parity bonds and the outstanding Prior Bonds and Obligations. 

(b) The Governmental Agency is in compliance with all covenants and undertakings in 
connection with all of the bonds then outstanding and payable from the revenues of the System or 
any part thereof. 

(c) The annual net revenues (defined as gross revenues less operating expenses), of the then 
existing System for the Fiscal Year preceding the year in which such Parity Bonds are to be issued, 
adjusted as hereinafter provided, shall be certified by an independent Certified Public Accountant to 
be equal at least 120% of the average annual debt service requirements for principal and interest on 
all Outstanding Bonds payable from the revenues of the System, including such requirements of the 
Prior Bonds, the Current Bonds, any Parity Bonds then outstanding plus the anticipated debt service 
requirements of any Parity Bonds then proposed to be issued. The calculation of average annual debt 
service requirements of principal and interest on the additional Parity Bonds to be issued shall, 
regardless of whether such additional Parity Bonds are to be serial or term bonds, be determined on 
the basis of the principal of and interest on such Parity Bonds being payable in approximately equal 
annual installments. 

(d) The "annual net revenues" referred to above may be adjusted for the purpose of the 
foregoing computations to reflect: 

(i) any revision in the schedule of rates or charges being imposed at the time of the 
issuance of any such additional Parity Bonds, and 

(ii) any increase in the "annual net revenues'' to be realized from the proposed 
extensions, additions, and/or improvements being financed (in whole or in part) by such 
additional Parity Bonds; provided all such adjustments shall be based upon and included in a 
certification of a Certified Public Accountant. 

(e) Reference is made to the necessity of obtaining the written consent of the United States 
Department of Agriculture Farmers Home Administration or its successor [the "FHA"] for the 
issuance of future bonds encumbering the System while the FHA holds any bonds payable from the 
revenues of the System. 

The Governmental Agency hereby covenants and agrees that in the event any additional 
Parity Bonds are issued, the Governmental Agency shall: 

(1) Adjust the monthly amount to be deposited into the Sinking Fund on the same basis as 
that prescribed in the provisions establishing such Sinking Fund, to reflect the annual debt service 
requirements of the additional Parity Bonds; and 
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(2) Adjust the minimum annual amount to be deposited monthly into the Depreciation Fund 
on the same basis as that prescribed in the provisions establishing such Depreciation Fund, taking 
into account the future debt service requirements of all first lien bonds which will then be 
outstanding against the System. 

The Governmental Agency reserves the right to issue parity bonds to refund or refinance any 
part or all of the Prior Bonds and the Obligations, provided that prior to the issuance of such 
additional parity bonds for that purpose, there shall have been procured and filed with the 
Governmental Agency Clerk of the Governmental Agency a statement by a Certified Public 
Accountant, as defined herein, reciting the opinion based upon necessary investigation that: 

(a) after the issuance of such parity bonds, the annual net revenues, as adjusted and 
defined above, of the then existing system for the fiscal year preceding the date of issuance 
of such Parity Bonds, after taking into account the revised debt service requirements 
resulting from the issuance of such Parity Bonds and f?om the elimination of the Bonds being 
refunded or refinanced thereby, are equal to not less than 120% of the average annual debt 
service requirements then scheduled to fall due in any fiscal year thereafter for principal of 
and interest on all of the then outstanding Bonds payable from the revenues of the System, 
calculated in the manner specified above; or 

(b) in the alternative, that the average annual debt service requirements for the Prior 
Bonds, the Obligations, any previously issued Parity Bonds and the proposed refunding 
Parity Bonds, in any year of maturities thereof after the redemption of the Bonds scheduled 
to be refunded through the issuance of such proposed refunding Parity Bonds, shall not 
exceed the maximum debt service requirements applicable to the then outstanding Prior 
Bonds, the Obligations and any previously issued Parity Bonds for any year prior to the 
issuance of such proposed Parity Bonds and the redemption of the Bonds to be refunded. 

Section 11. Rates and Charges for Services of the System. While any Bonds are 
outstanding arid unpaid, the rates for all services of the System rendered by the Governmental 
Agency to its citizens, corporations, or others requiring the same, shall be reasonable and just, taking 
into account and consideration the cost and value of said System, the cost of maintaining and 
operating the same, the proper and necessary allowances for depreciation thereof, and the amounts 
necessary for the retirement o f  the outstanding Bonds and the accruing interest on all such Bonds as 
may be outstanding under the provisions of this Assistance Agreement and the Prior Bond 
Legislation, and there shall be charged such rates and amounts as shall be adequate to meet all 
requirements of the provisions of this Assistance Agreement. Prior to the issuance o f  the Obligations 
a schedule of rates and charges for the services rendered by the System to all users adequate to meet 
all requirements of this Assistance Agreement has been established and adopted. 

The Governmental Agency covenants that it will not reduce the rates and charges for the 
services rendered by the System without first filing with the Governmental Agency Clerk a 
certification of an Independent Consulting Engineer or a Certified Public Accountant that the annual 
net revenues (defined as gross revenues less current expenses) of the then existing System for the 
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fiscal year preceding the year in which such reduction is proposed, as such annual net revenues are 
adjusted, after taking into account the projected reduction in annual net revenues anticipated to result 
from any such proposed rate decrease, are equal to not less than 120% of the average annual debt 
service requirements for principal and interest on all of the then outstanding bonds payable from the 
revenues of the System, calculated in the manner specified in Section 10 hereof. 

The Governmental Agency also covenants to cause a report to be filed with the Governing 
Body within four months after the end o f  each fiscal year by a Certified Public Accountant, setting 
forth the precise debt service coverage percentage of the average annual debt service requirements 
falling due in any fiscal year thereafter for principal of and interest on all of the then Outstanding 
Bonds payable from the revenues of the System, produced or provided by the net revenues of the 
System in that fiscal year, calculated in the manner specified in Section 10 hereof; and the 
Governmental Agency covenants that if and whenever such report so filed shall establish that such 
coverage of net revenues for such year was less than 120% of the average annual debt service 
requirements, the Governmental Agency shall increase the rates by an amount sufficient, in the 
opinion of such Certified Public Accountant, to establish the existence of or immediate projection of, 
such minimum 120% coverage. 

Section 12. All Obligations of this Issue Are Equal. The Obligations authorized and 
permitted to be issued hereunder, and fiom time to time outstanding, shall not be entitled to priority 
one over the other in the application of the income and revenues of the System regardless of the time 
or times of their issuance, it being the intention that there shall be no priority among the Obligations, 
the Prior Bonds and any Parity Bonds authorized or permitted to be issued under the provisions of 
this Assistance Agreement, regardless of the fact that they may be actually issued and delivered at 
different times. 

Section 13. Defeasance and/or Refunding of Obligations. The Governmental Agency 
reserves the right, at any time, to cause the pledge of the revenues securing the outstanding 
Obligations to be defeased and released by paying an amount into an escrow fund sufficient, when 
invested (or sufficient without such investment, as the case may be) in direct obligations of or 
obligations guaranteed by the United States of America, including book entry obligations and trust 
receipts representing an ownership in direct obligations of the United States of America, to assure 
the availability in such escrow fund of an adequate amount (a) to call for redemption and to redeem 
and retire all of  such outstanding Obligations, both as to principal and as to interest, on the next or 
any optional redemption date, including all costs and expenses in connection therewith, and to pay 
all principal and interest falling due on the outstanding Obligations to and on said date, or (b) to pay 
all principal and interest requirements on the outstanding Obligations as same mature, without 
redemption in advance of maturity, the determination of whether to defease under (a) or (b) or both 
to be made by the Governing Body. Such Permitted Investments shall have such maturities as to 
assure that there will be sufficient funds for such purpose. If such defeasance is to be accomplished 
pursuant to (a), the Governmental Agency shall take all steps necessary to publish the required notice 
of the redemption of the outstanding Obligations and the applicable redemption date. Upon the 
proper amount bf such investments being placed in escrow and so secured, such revenue pledge shall 
be automatically fully defeased and released without any further action being necessary. 
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Section 14. Contractual Nature of Assistance Agreement. The provisions of this 
Assistance Agreement shall constitute a contract between the Governmental Agency and the Issuer; 
and alter the issuance of any of such Obligations, no change, variation or alteration of any kind in the 
provisions of this Assistance Agreement, nor of the Prior Bond Legislation, shall be made in any 
manner except as herein or therein provided until such time as all of the Bonds authorized thereby 
and the interest thereon have been paid or provided for in full, or as otherwise provided herein; 
provided (a) that the Governing Body may enact legislation for any other purpose not inconsistent 
with the terms of this Assistance Agreement, and which shall not impair the security of the Issuer 
and/or for the purpose of curing any ambiguity, or of curing, correcting or supplementing any 
defective or inconsistent provisions contained herein or in any ordinance or other proceedings 
pertaining hereto. 

Section 15. Appointment and Duties of Trustee. The Trustee is hereby designated as the 
bond registrar and paying agent with respect to the Obligations, 

Its duties as Trustee shall be as follows: 

(1) To register all of the Obligations in the names of the Issuer; 

(2) To cancel and destroy (or remit to the Governmental Agency for destruction, 
if so requested by the Governmental Agency) all exchanged, matured, retired and redeemed 
Obligations, and to maintain adequate records relevant thereto; 

(3) To remit, but only to the extent that all required funds are made available to 
the Trustee by the Governmental Agency, semiannual interest payments directly to the 
Issuer's accounts for the Program; 

(4) To notify the Issuer of any Obligations to be redeemed and to redeem 
Obligations prior to their stated maturity upon receiving sufkient funds; and 

(5) To supply the Governmental Agency with a written accounting evidencing the 
payment of interest on and principal of the Obligations within thirty (30) days following each 
respective due date. 

The Trustee shall be entitled to the advice of counsel and shall be protected for any acts taken 
by it in good faith in reliance upon such advice. The Trustee shall not be liable for any actions taken 
in good faith and believed by it to be within its discretion or the power conferred upon it by this 
Assistance Agreement, or the responsibility for the consequences of any oversight or error in 
judgment. 

The Trustee may at any time resign from its duties set forth in this Assistance Agreement by 
filing its resignation with the Governmental Agency Clerk and notifying the Issuer. Thereupon, the 
Issuer shall notify the Governmental Agency of a successor Trustee which shall be an incorporated 
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bank or trust company authorized to transact business in the United States of America. 
Notwithstanding the foregoing, in the event of the resignation of the Trustee, provision shall be made 
for the orderly transition of the books, records and accounts relating to the Obligations to the 
successor Trustee in order that there will be no delinquencies in the payment of interest or principal 
due on the Obligations. 

Section 16. Provisions in Canflict Repealed. All ordinances, resolutions and orders, or 
parts thereof, in conflict herewith are, to the extent of such conflict, hereby repealed; and it is hereby 
specifically ordered and provided that any proceedings heretofore talcen for the issuance of other 
bonds payable or secured in any manner by all or any part of the income and revenues of the System, 
or any part thereof, and which have not heretofore been issued and delivered, are hereby revoked and 
rescinded, and none of such other bonds shall be issued and delivered. 

Section 17. Covenant of Governmental Agency to Take A11 Action Necessary to Assure 
Compliance with the Internal Revenue Code of 1986. In order to assure purchasers of the 
Obligations that interest thereon will continue to be exempt from federal and Kentucky income 
taxation (subject to certain exceptions set out below), the Governmental Agency covenants to and 
with the Issuer that (1) the Governmental Agency will take all actions necessary to comply with the 
provisions of the Code, (2) the Governmental Agency will take no actions which will violate any of 
the provisions of the Code, or would cause the Obligations to become "private activity bonds" within 
the meaning of the Code, (3) none of the proceeds of the Obligations will be used for any purpose 
which would cause the interest on the Obligations to become subject to federal income taxation, and 
the Governmental Agency will comply with any and all requirements as to rebate (and reports with 
reference thereto) to the United States of America of certain investment earnings on the proceeds of 
the Obligations. 

The Governmental Agency reserves the right to amend this Assistance Agreement but only 
with the consent of the Issuer (i) to whatever extent shall, in the opinion of Bond Counsel, be 
deemed necessary to assure that interest on the Obligations shall be exempt from federal income 
taxation, and (ii) to whatever extent shall be permissible (withoutjeopardizing such tax exemption or 
the security of such owners) to eliminate or reduce any restrictions concerning the investment of the 
proceeds of these Obligations, or the application of such proceeds or of the revenues of the System. 
The purchasers of these Obligations are deemed to have relied filly upon these covenants and 
undertakings on the part of the Governmental Agency as part of the consideration for the purchase of 
the Obligations. To the extent that the Govemental Agency obtains an opinion of nationally 
recognized bond counsel to the effect that non-compliance with any of the covenants contained in 
this Assistance Agreement or referred to in this Assistance Agreement would not subject interest on 
the Obligations to federal income taxes or Kentucky income taxes, the Governmental Agency shall 
not be required to comply with such covenants or requirements. 

This Assistance Agreement is enacted in contemplation that Bond Counsel will render an 
opinion as to exemption of principal of the Obligations from Kentucky ad valorem taxation and as to 
exemption of interest on the Obligations from federal and Kentucky income taxation, based on the 
assumption by Bond Counsel that the Governmental Agency complies with covenants made by the 
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Governmental Agency with respect to compliance with the provisions of the Code, and based on the 
assumption of compliance by the Governmental Agency with requirements as to any required rebate 
(and reports with reference thereto) to the United States of America of certain investment earnings 
on the proceeds of the Obligations. The Governmental Agency has been advised that based on the 
foregoing assumptions of compliance, Bond Counsel is of the opinion that the Obligations are not 
"arbitrage bonds" within the meaning of Section 148 of the Code. 

Section 18. Insurance. (a) Fire and Extended Coverage. If and to the extent that the 
System includes structures above ground level, the Governmental Agency shall, upon receipt of the 
proceeds of the sale of the Obligations, if such insurance is not already in force, procure fire and 
extended coverage insurance on the insurable portion of all of the facilities of the System, of a kind 
and in such amounts as would ordinarily be carried by private companies or public bodies engaged in 
operating a similar utility. 

The foregoing fire and extended coverage insurance shall be maintained so long as any of the 
Obligations are outstanding and shall be in amounts sufficient to provide for not less than full 
recovery whenever a loss from perils insured against does not exceed eighty percent (80%) of the full 
insurable value of the damaged facility. 

In the event of any damage to or destruction of any part of the System the Governmental 
Agency shall promptly arrange for the application of the insurance proceeds for the repair or 
reconstruction of the damaged or destroyed portion thereof. 

(3) Liability Insurance on Facilities. So long as any of the Obligations are outstanding, the 
Governmental Agency shall, procure and maintain, public liability insurance relating to the operation 
of the facilities of the System, with limits of not less than $200,000 for one person and $1,000,000 
for more than one person involved in one accident, to protect the Governmental Agency fkom claims 
for bodily injury and/or death; and not less than $200,000 from claims for damage to property of 
others which may arise from the Governmental Agency's operations of the System and any other 
facilities constituting a portion of the System. 

(c) Vehicle Liabilitylnsurance. If and to the extent that the Governmental Agency owns or 
operates vehicles in the operation of the System, upon receipt of the proceeds of the Obligations, the 
Governmental Agency shall, if such insurance is not already in force, procure and maintain, so long 
as any of the Obligations are outstanding, vehicular public liability insurance with limits of not less 
than $200,000 for one person and $1,000,000 for more then one person involved in one accident, to 
protect the Governmental Agency from claims for bodily injury andor death, and not less than 
$200,OOO against claims for damage to properfy of others which may arise from the operation of such 
vehicles by the Governmental Agency. 

Section 19. Event of Default; Remedies. The following items shall constitute an "Event of 
Default" on the part of the Governmental Agency: 
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(a) The failure to pay principal on the Obligations when due and payable, either at 
maturity or by proceedings for redemption. 

(b) The failure to pay any installment of interest on the Obligations when the same 
shall become due and payable. 

(c) The failure of the Governmental Agency to fulfill any of its obligations pursuant 
to this Assistance Agreement and to cure any such failure within 30 days after receipt of 
written notice of such failure. 

(d) The failure to promptly repair, replace or reconstruct essential facilities of the 
System after any major darnage and/or destruction thereof. 

Upon the occurrence of an Event of Default, the Issuer or the Trustee on its behalf, as owner 
of the Obligations, may enforce and compel the performance of all duties and obligations of the 
Governmental Agency as set forth herein. Upon the occurrence of an Event of Default, then, upon 
the filing of suit by the Trustee or the Issuer, any court having jurisdiction of the action may appoint 
a receiver to administer the System on behalf of the Governmental Agency, with power to charge 
and collect rates sugcient to provide for the payment of the principal of and interest on the 
Obligations, and for the payment of operation and maintenance expenses of the System, and to 
provide and apply the income and revenues in conformity with this Assistance Agreement and with 
the laws of the Commonwealth of Kentucky. 

In addition to and apart from the foregoing, upon the occurrence of an Event of Default, the 
owner of any of the Obligations may require the Governmental Agency by demand, court order, 
injunction, or otherwise, to raise all applicable rates charged for services of the System a reasonable 
amount, consistent with the requirements of this Assistance Agreement. 

Section 20. Annual Reports. The Governmental Agency hereby agrees to provide or cause 
to be provided to the Issuer and the Compliance Group audited financial statements prepared in 
accordance with generally accepted accounting principles (commencing with the fiscal year ended 
December 3 1 , 2001) and such other financial information and/or operating data as requested by the 
Issuer or the Compliance Group. 

The annual financial information and operating data, including audited financial statements, 
wiIl be made available on or before 120 days after the end of each fiscal year (December 3 1). 

Section 21. Supplemental Assistance Agreement. The Governmental Agency may, but 
only with the consent of the Issuer, execute one or more supplemental Assistance Agreements as 
shall not be inconsistent with the terms and provisions hereof for any one or more of the following 
purposes: 

(a) to cure any ambiguity or formal defect or mission in this Assistance Agreement; 
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to subject to the lien and pledge of this Assistance Agreement additional revenues, 
properties, or collateral which may legally be subjected; 

to add to the conditions, limitations and restrictions on the issuance o f  bonds, other 
conditions, limitations and restrictions thereafter to be observed; 

to add to the covenants and agreements of the Governmental Agency in this 
Assistance Agreement, other covenants and agreements thereafter to be incurred by 
the Governmental Agency or to surrender any right or power herein reserved to or 
conferred upon the Governmental Agency; 

to effect the issuance of additional Parity Bonds; and/or 

to modify the terms and conditions of this Assistance Agreement at the request of the 
Issuer in order to assist the Issuer in operating the Program or to maintain any rating 
the Issuer may have on its Program obligations. 

Section 22. No Remedy Exclusive. No remedy herein conferred upon or reserved to the 
Issuer is intended to be exclusive, and every such remedy will be cumulative and will be in addition 
to every other remedy given hereunder and every remedy now or hereafter existing at law or in 
equity. No delay or omission to exercise any right or power accruing upon any default will impair 
any such right or power and any such right and power may be exercised f?om time to time and as 
often as may be deemed expedienst. 

Section 23. Waivers. In the event that any agreement contained herein should be breached 
by either party and thereafter waived by the other party, such waiver will be limited to the particular 
breach so waived and will not be deemed to waive any other breach hereunder. 

Section 24. Agreement to Pay Attorneys' Fees and Expenses. In the event that either 
party hereto shall become in default under any of the provisions hereof and the non-defaulting party 
employs attorneys or incurs other expenses for the enforcement of performance or observance of any 
obligation or agreement on the part of the defaulting party herein contained, the defaulting party 
agrees that it will pay on demand therefore to the non-defaulting party the fees of such attorneys and 
such other expenses so incurred by the non-defaulting party. 

Section 25. Signatures of Officers. If any of the officers whose signatures or facsimile 
signatures appear on this Assistance Agreement or any other document evidencing the Obligations 
cease to be such officers before delivery of the Obligations, such signatures shall nevertheless be 
valid for all purposes the same as if such officers had remained in office until delivery, as provided 
by KRS 58.040 and KRS 61.390. 

Section 26. Severability Clause. If any section, paragraph, clause or provision of this 
Assistance Agreement shall be held invalid, the invalidity of such section, paragraph, clause or 
provision shall not affect any of the remaining provisions of this Assistance Agreement. 
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IN WITNESS WHEREOF, the Kentucky Rural Water Finance Corporation has caused this 
Assistance Agreement to be signed in its name by its President and attested by its 
SecretarylTreasurer and the Pendleton County Water District has caused this Assistance Agreement 
to be signed in corporate name and by its officer thereunder duly authorized, all as of the day and 
year first above written. 

KENTUCKY RURAL WATER FINANCE 
CORPORATION 

BY 
President 

Attest: 

Secretary/Treasurer 

PENDLETON COIPNTJ WATER DISTRICT 

Attest: 
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IN WITNESS IVHEREOF, the Kentucky Rural Water Finance Corporation has caused this 
Assistance Agreement to be signed in its name by its President and attested by its 
Secretary/Treasurer and the Pendleton County Water District has caused this Assistance Agreement 
to be signed in corporate name and by its officer thereunder duly authorized, all as of the day and 
year first above written. 

KENTTJCKY RURAL WATER FINANCE 
CORPORATION 

/ n 
B 

Attest: // 

PENDLETON COUNTY WATER DISTRICT 

Attest: 

Secretary 
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ISSUER ACKNOWLEDGMENT 

COMMONWEALTH OF KENTUCKY 

COUNTY OF WARREN 

4 
The foregoing instrument was acknowledged before me this P7 day of June, 2001 by Paul 

Lashbrooke who is the President of the Kentucky Rural Water Finance Corporation, on behalf of 
said Corporation. 

WITNESS my hand. this day of June, 2001. 

My Cornmission expires: d/ Ty v% 

d-fY* Notary Public, in and for said Co and State 

COMMONWEALTH OF KENTUCKY 

COUNTY OF WARREN + The foregoing instrument was acknowledged before me th i s27  day of June, 2001 by Gary 
Larimore who is the SecretaqdTreasurer of the Kentucky Rural Water Finance Corporation, on 
behalf of said Corporation. $ 

WITNESS my hand thisp2- day of June, 2001. 

My Commission expires: 

Notary Public, Land for said nty and State 

Lg+ 
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7 4  

GOVERNMENTAL AGENCY ACKNOWLEDGMENT 

COMMONWEALTH OF KENTUCKY 

COUNTY OF PENDLETON 

The foregoing instrument was acknowledged before me this 3 \d- day of June, 2001 by - -  
s. c* C s o d l e y  and 2. T. Awl wccm 2 Y -who are the Chairman and Secretary of 

;he PendIeton County Water District, on behalf of said District. 

WITNESS my hand this June a I ,2001, 

My Commission expires: Ll - 8 - 0  2 ~ 

d-- 4. AJ&,>J-. - 
Notary Public,% and for said County and State 
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PENDLETON COUNTY WATER DISTRICT 

RURAL DEVELOPMENT REVENUE BONDS 
SERIES 2004 

Payment 
Date 

Balance on 7/1/2010 
1/1/2011 
711 120 1 1 
1/1/2012 
7/1/2012 
1 I1 120 1 3 
'7/1/2013 
1/1/2014 
7/1/2014 
1/1/2015 
7/1/2015 
1111201 6 
711 1201 6 
1/1/2017 
7/1/2017 
1 /1/201 8 
7/1/2018 
1/1/2019 
7/1/2019 
1/1/2020 
7/1/2020 
1/1/2021 
7/1/2021 
1/1/2022 
7/1/2022 
1 I1 12023 
7/1/2023 
1/1/2024 
7/1/2024 
1/1/2025 
7/1/2025 
1/1/2026 
7/1/2026 
1 I1 12027 
7/1/2027 
1/1/2028 
7/1/2028 
111 12029 
7/1/2029 
1/1/2030 
7/1/2030 
1 I1 /2031 
711 12031 
111 12032 
711 12032 
1/1/2033 
7/1/2033 
1/1/2034 
7/1/2034 
1/1/2035 
7/1/2035 
1/1/2036 
7/1/2036 
1/1/2037 
71111 937 
1/1/1938 
7/1/1938 
1/1/1939 
711 / I  939 
11111 940 
7/?11940 
1 I1 / I  941 
7/1/1941 
l l t l l 9 4 2  
7/1/1942 
1/1/1943 
71111 943 
1/1/1944 

Totals 

Principal 
Due 

7,000.00 

8,000.00 

8,000.00 

8,000 00 

9,000.00 

9,000.00 

10,000.00 

10,000.00 

11,000.00 

11,000.00 

12,000.00 

12,000 00 

13,000.00 

13,000.00 

14,000 00 

14,000.00 

16,000.00 

16,000.00 

16,000 00 

17,000.00 

18,000.00 

19,000.00 

20,000.00 

21,000.00 

21,000 00 

22,000.00 

23,000.00 

24,000.00 

26,000.00 

27,000.00 

27,000.00 

28,000.00 

29,ooo.oo 

ISSUE DATE 
MATURITY DATE 
INTEREST RATE 
ORIGINAL ISSUE 

Interest Prlnclpal 
Due 8 Interest 

12,825 00 
12,667 50 
12,667 50 
12,487 50 
12,487 50 
12,307 50 
12,307 50 
12,127 50 
12,127 50 
1 1,925 00 
11,925 00 
11,722 50 
11,722 50 
1 1,497 50 
11,497 50 
11,272 50 
1 1,272 50 
1 1,025 00 
11,025 00 
10,777 50 
10,777 50 
10,507 50 
10,507 50 
10,237 50 
10,237 50 
9,945 00 
9,945 00 
9,652 50 
9,652 50 
9,337 50 
9,337 50 
9,022 50 
9,022 50 
8,662 50 
8,662 50 
8,302 50 
8,302 50 
7,942 50 
7,942 50 
7,560 00 
7,560 00 
7,155 00 
7,155 00 
6,727 50 
6,727 50 
6,277 50 
6,277 50 
5,805 00 
5,805 00 
5,332 50 
5,332 50 
4,837 50 
4,637 50 
4,320 00 
4,320 00 
3,780 00 
3,780 00 
3,195 00 
3,195 00 
2,567 50 
2,587 50 
1,960 00 
1,980 00 
1,350 00 
1,350 00 

32,492 50 

33,155 00 

32,795 00 

32,435 00 

33,052 50 

32,647 50 

33,220 00 

32,770 00 

33,297 50 

32,802 50 

33,285 ao 

32,745 00 

33,182 50 

32,597 50 

32,990 00 

32,360 00 

33,685 00 

32,965 00 

32,245 00 

32,502 50 

32,715 00 

32,882 50 

33,005 00 

33,082 50 

32,137 50 

32,170 00 

32,157 50 

32,100 00 

32,975 00 

32,782 50 

31,567 50 

31,330 00 

1/29/2005 
11112044 
4.500% 

$596,000.00 

Principal 
Balance 

570,000.00 
563,000.00 
563,000 00 
555,000.00 
555,000.00 
547,000.00 
547,000.00 
539,000.00 
539,000.00 
530,000 00 
530,000.00 
521,000.00 

5 1 1,000.00 
511,000.00 
501,000.00 
501,000.00 
490,000.00 
490,000.00 
479,000.00 
479,000.00 
467,000.00 
467,000.00 
455,000.00 
455,000.00 
442,000.00 
442,000.00 
429,000.00 
429,000.00 
415,000.00 
415,000.00 
401,000.00 
40 1,000.00 
385,000.00 
385,000 00 
369,000.00 
369,000.00 
353,000.00 
353,000.00 
336,000 00 
336,000.00 
318,000.00 
3 18,000.00 
299,000.00 
299,000.00 
279,000 00 
279,000.00 
258,000 ao 
258,000.00 
237,000.00 
237.000.00 
215,000.00 
215,000.00 
192,000.00 
192,000.00 
168,000.00 
168,000.00 
142,000.00 
142,000.00 
11 5,000 00 
115,000.00 
88,000.00 
88,000.00 
60,000.00 
60,000.00 
31,000 00 

521 ,ooo.ao 

697 50 31.047.50 31 .OOO.OO 
31,000.00 697.50 31:697.50 0.00 
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BOND RESOLUTION 

PENDLETON COUNTY WATER DISTRICT 

AUTHORIZING 

PENDLETON COUNTY WATER DISTRICT WATERWORKS REVENUE BONDS, 
SERIES 2004 

JN THE AMOUNT OF 

$596,000 
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BOND RESOLUTION 

RESOLUTION OF THE PENDLETON COUNTY WATER DISTRICT OF 
PENDLETON COUNTY, KENTIJCKY, AUTHORIZING AND PROVIDING 
FOR THE ISSUANCE AND SALE OF $596,000 PRINCIPAL AMOUNT OF 
PENDLETON COUNTY WATER DISTRICT WATERWORKS REVENUE 
BONDS, SERIES 2004 FOR THE PURPOSE OF' FINANCING THE COST 
(NOT OTHERWISE PROVIDED) OF THE CONSTRUCTION OF 
EXTENSIONS, ADDITIONS AND IMPROVEMENTS TO THE EXISTING 
WATERWORKS SYSTEM OF SAID DISTRICT; SETTINGFORTH TERMS 
AND CONDITIONS UPON WHICH SAID BONDS MAY RE ISSUED AND 
OUTSTANDING; PROVIDING FORTHE COLLECTION, SEGFCEGATION 
AND DISTRIBUTION OF THE REVENUES OF SAID WATERWORKS 
SYSTEM; AND PROVIDING FOR AN ADVERTISED, PUBLIC, 
COMPETITIVE SALE OF SAID BONDS. 

WHEREAS, the waterworks system (the "System") of the Pendleton County Water District 
(the "District") is owned and operated by said District pursuant to Chapters 58 and 74 of the 
Kentucky Revised Statutes (the "Act"), and 

WHEREAS, the District presently has outstanding certain Prior Bonds (as hereinafter 
defined), which Prior Bonds are payable fkom and secured by a pledge of the revenues derived from 
the operation of the System, and 

WHEREAS, all of the Prior Bonds presently outstanding are current as to payment of both 
principal and interest, and for the security of which a certain Sinking Fund and certain reserves are 
being maintained in the manner and by the means prescribed in the Prior Bond Resolution (as 
hereinafter defined) of the District, authorizing the Prior Bonds, and 

WHEREAS, it is the desire and intent of the District at this time to authorize and provide for 
the issuance of revenue bonds in the principal amount of $596,0OO (the "Current Bonds"), for the 
purpose of financing the cost (not otherwise provided) of the construction of extensions, additions 
and improvements to the System ofthe District, in accordance with plans and specifications prepared 
by Tetra Tech, Inc. and to prescribe the covenants of the District, the rights of Bondowners and the 
details of the issuance and sale of the proposed Current Bonds, and 

WHEREAS, the District desires and intends that the Current Bonds be issued as second lien 
bonds, subject to the vested rights and priorities in favor of the owners of the outstanding Prior 
Bonds, and 

WHEREAS, the Public Service Commission of Kentucky has granted to the District a 
Certificate of Public Convenience and Necessity, authorizing the construction of said extensions, 
additions and improvements, and 



WHEREAS, the proceeds of the Current Bonds will be supplemented by Grant Proceeds (as 
hereinafter defined) in the amount of approximately $1 , 144,000, and by a contribution by the District 
in the amount of at least $65,000, to provide the total cost of such construction, 

NOW, TITEREFORE, IT IS HEREBY RESOLVED BY T€IX BOARD OF 
COMMISSIONERS OF THE PENDLETON COUNTY WATER DISTRICT OF PEWLETON 
COUNTY, KENTUCKY, AS FOLLOWS: 

2 



ARTICLE 1. DEFINITIONS; PURPOSE; AIJTHORIZATION OF BONDS; 
SECURITY. 

Section 101. Definitions. As used in this Resolution, unless the context requires otherwise: 

"Act" refers to Chapters 58 and 74 of the Kentucky Revised Statutes. 

"Beginning Month" refers to the month following the month in which the Current Bonds 
authorized herein are issued, sold and delivered to the Purchaser thereof. 

"Bond Counsel" refers to an attorney or firm of attorneys recognized nationally as experts 
in the field of municipal bond law and shall be deemed to refer to Rubin & Hays, Louisville, 
Kentucky, or their successors. 

"Bondowner" or "(3wner" refer to registered Owners ofthe Current Bonds at the time issued 
and outstanding hereunder. 

"Bonds" collectively refers to the outstanding Current Bonds, Prior Bonds and the Parity 
Bonds. 

"Bonds of 1977" or "Series 2977 Bonds" refer to the outstanding Pendleton County Water 
District Waterworks Revenue Bonds of 1977, dated May 26, 1978, in the original authorized 
principal amount of $263,000. 

"Bonds of 1997" or "Series 1997 Bonds" refer to the outstanding Pendleton County Water 
District Waterworks Revenue Bonds, Series 1997, dated March 25,1998, in the original authorized 
principal mount  of $747,000. 

"Bond Resolution of 1977" or "1977 Bond Resolutian" refer to the Resolution authorizing 
the Bonds of 1977, duly adopted by the Board of Commissioners of the District on August 22,1977. 

T o n d  Resolution of 1997" or "1997 Bond Resolutian" refer to the Resolution authorizing 
the Bonds of 1997, duly adopted by the Board of Commissioners of the District on May 8, 1997. 

"CDBG Grantl'refers to the Community Development Block Grant described in Section 804 
of this Resolution. 

"Chairman"refers to the elected or appointed Chairman or Chairperson of the Commission. 

"Code" refers to the Internal Revenue Code of 1986, as amended, and the Treasury 
Regulations relating thereto. 

"Commission" refers to the Board of Commissioners of the District, or such other body as 
shall be the governing body of said District under the laws of Kentucky at any given time. 
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"Construction Account" refers to the Pendleton County Water District Waterworks 
Construction Account, created in Section 30103) of this Current Bond Resolution. 

"Contractors" refers to the general contractors who have been employed by the District to 
construct the Project. 

"Current Bond Resolution " or "Resolution " refer to this Resolution authorizing the Current 
Bonds. 

"Current Bonds" refers to the $596,000 of Pendleton County Water District Waterworks 
Revenue Bonds, Series 2004 authorized by this Resolution, to be dated as of the date of issuance 
thereof. 

"Current Sinking Fund" refers to the Pendleton County Water District Waterworks Sinking 
Fund of 2004, created in Section 40 1 of this Resolution. 

"Depository Bank" refers to the bank, which shall be a member of the FDIC, which bank is 
United Kentucky Bank, Falmouth, Kentucky, or its successor. 

"Depreciation Fund'kefers to the Pendleton County Water District Waterworks Depreciation 
Reserve Fund, described in Section 402 of this Resolution. 

"District" refers to the Pendleton County Water District of Pendleton County, Kentucky. 

"Engineers" refers to the Engineers or any one of them, who prepared the plans and 
specifications for the construction of the Project and who will supervise the construction thereof 
and/or will furnish full time resident inspection of the construction of the Project, and shall be 
deemed to refer to Tetra Tech, hc., or a member of said firm, or their successors. 

"Event 0fDefauIt"refers to one or more of the Events of Default set forth in Section 701 of 
this Resolution. 

"FDIC" refers to the Federal Deposit Insurance Corporation, or its successors. 

"Fiscal Year"refers to the annual accounting period ofthe District, beginning an January and 
ending on December 3 1 of each year. 

"Funds" refers to the Construction Account, the Revenue Fund, the Current Sinking Fund, 
the Prior Sinking Fund, the Depreciation Fund and the Operation and Maintenance Fund. 

"Government" refers to the United States of America, or any agency thereof, including the 
RD. 

"Grant Proceeds" refers to the proceeds of the CDBG Grant. 
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%dependent Consulting Engineer“ refers to a consulting engineer or a firm of consulting 
engineers of recognized excellent reputation in the field of waterworks system engineering, and such 
definition includes the Engineers named above. 

”Interim Lender” refers to Kentucky Rural Water Finance Corporation, Bowling Green, 
Kentucky, its successors or assigns; or any other financial institution or governmental agency 
approved by the District. 

“KR WFC Loan ” refers to the outstanding Kentucky Rural Water Finance Corporation 
Multimodal Public Projects, Series 2001A Loan, dated June 27, 2001, in the original authorized 
principal mount of $374,000. 

‘’Local CounseZ” refers to Judy M. Wright, Esq., Falmouth, Kentucky, or any other attorney 
or firm of attorneys designated by the District. 

“Multzjde Advances” refers to the advance of loan funds fiom the RD as described in 
Section 302 of this Resolution. 

”Note”refers to a single note or any number of nates, in such form as may be prescribed by 
the Interim Lender, including any revenue bond anticipation notes issued pursuant to Chapter 58 of 
the Kentucky Revised Statutes, including any renewal or extensions of the Note, issued by the 
District evidencing the interim financing for the Project as prescribed in Section 302 of this 
Resolution. 

”Operation and Maintenance Fund” refers to the Pendletan County Water District 
Waterworks Operation and Maintenance Fund described in Section 401 of this Resolution. 

”Outstanding Bonds”refers to the outstanding Bonds, and does not refer to, nor include, any 
Bonds for the payment of the principal and interest of which sufficient funds will have been 
deposited and earmarked for payment of Bonds; provided all Outstanding Bonds of any series held 
by the RD shall be deemed to constitute Outstanding Bonds until paid regardless of the deposit of 
k i d s  to pay for same. 

‘%rity Bonds” refers to bonds which may be issued in the future which, pursuant to this 
Resolution, rank on a basis of parity with the outstanding Bonds, as to priority, security and source 
of payment, and does not refer to bonds which might be issued so as to rank inferior to the security 
and source of payment of the outstanding Bonds. 

“Prior Bonds“ refers collectively to the Series 1977 Bonds, the Series 1997 Bonds and the 
KRWFC Loan. 

“Prior Bond Resolution “refers collectively to the 1977 Bond Resolution and the 1997 Bond 
Resolution. 

“Prior Sinking Fund” refers to the Pendleton County Water District Waterworks Sinking 
Fund, described in Section 401 of this Resolution. 
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"Project I' refers specifically to the construction of the currently proposed extensions, 
additions and improvements to the System of the District, which Project is being financed by the 
Current Bonds and by other funds. 

"Purchaser" refers to the agency, person, firm or firms, or their successors, to whom the 
Current Bonds herein authorized are awarded at the public sale of the Current Bonds. 

"RD"refers to the Rural Development ofthe Department ofAgriculture of the United States 
of America. 

"Required 5'ignatures"refers to the signatures necessary to be obtained with reference to the 
approval of the expenditures to be made fkom the Construction Account, which required signatures 
shall consist of the signatures of (1) the Chairman; (2) the Engineers; and (3) the Purchaser; 
provided, however, any expenditures for issuance and administrative costs and the costs of any 
equipment which is not permanently affixed to the real estate shall not require the signature or the 
approval of the Engineers. 

"Revenue Fund" refers to the Pendleton County Water District Waterworks Revenue Fund, 
described in Section 401 of this Resolution. 

"Secretary" refers to the elected or appointed Secretary of the Commission. 

'System" refers to the existing waterworks system of the District, together with all 
extensions, additions and improvements to said System. 

"Treasurer" refers to the elected or appointed Treasurer of the Commission. 

"V.S. Obligations" refers to bonds or notes which are the direct obligations of the United 
States of America, or obligations the principal of and interest on which are guaranteed by the United 
States of America. 

All words and terms importing the singular number shall, where the context requires, import 
the plural number and vice versa. Unless otherwise indicated, references to Articles or Sections 
refers to those in this Resolution. 

Section 102. Purpose. The Current Bonds shall be issued for the purpose of financing the 
cost (not otherwise provided) of the Project, as set out in the plans and specifications prepared by 
the Engineers. The Commission hereby declares the System of the District, including the extensions, 
additions and improvements to be constructed, to constitute a revenue producing public project, and 
said System shall continue to be awned, controlled, operated and maintained by the District as a 
revenue producing public project pursuant to the Act, so long as any Bonds remain outstanding. 

. 

Section 103. Construction Award Approved; Work Authorized. The Comission 
hereby authorizes, approves, ratifies and confirms its previous action in advertising for and taking 
steps toward awarding the contracts for the construction of the Project to the lowest and best bidders, 
and further approves the action of the District officials in entering into formal contracts with said 
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bidders, subject to the necessary approvals being obtained. Authority is hereby given for undertaking 
the construction of the Project according to the plans and specifications heretofore prepared by the 
Engineers for the District, after all necessary approvals have been obtained. 

Section 104. Declaration of Period of Usefulness. The Commission hereby declares that 
the period of usehlness of the System is more than forty (40) years from the date of completion of 
the Project. 

Section 105. Authorization of Bonds. The District has heretofore determined that the 
total cost of the Project, including preliminary expenses, land and rights-of-way, engineering 
expense, capitalized interest during construction, legal and administrative costs, publication costs, 
initial deposits required and all incidental expenses, will not exceed $1,805,000. Therefore, it is 
hereby determined to be necessary in order for the District to finance the cost (not otherwise 
provided) o f  the Project that the District issue a total of $596,000 of Current Bonds, based on the 
following calculation: 

Total cost of Project 

Less: 

Pendleton County Fiscal Court 
CDBG Grant 
District Contribution 

Total Non-Bond Funds: 

Balance to be financed by Current Bonds 

$1,805,000 

$300,000 
844,000 
65,000 

f1.209.0001 

$596,000 

Accordingly, for the purpose of financing the cost (not otherwise provided) of the Project, 
under the provisions of the Act, there is hereby authorized to be issued and sold $596,000 principal 
amount of Pendleton County Water District Waterworks Revenue Bonds, Series 2004. 

The Current Bonds shall be dated as of the date of delivery to the Purchaser thereof; shall 
bear interest fkom such date at such interest rate as may be fixed by supplemental resolution as a 
result ofthe advertised sale and competitive bidding for such Current Bonds, as hereinafter provided; 
and shall be issued and delivered as prescribed in Section 202 hereof. 

Interest on the Current Bonds shall be payable semiannually on January 1 and July 1 of each 
year, provided that the first interest payment period will cover interest only fkom the date of  delivery 
of the Current Bonds to the ensuing January 1 or July 1 , as the case may be. Principal of the Current 
Bonds shall be payable an January 1 of each of the respective years until maturity, as set out in 
Section 201 hereof. 

Section 106. Recognition of Prior Bonds. The District hereby expressly recognizes and 
acknowledges that the District has previously created for the benefit and protection of the owners 
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of the Prior Bands, a certain lien and pledge and certain security rights relating to the System, all as 
set forth in the Prior Bonds and in the Prior Bond Resolution. 

Section 107. Current Bonds Shall be Pavable on Second Lien Basis Out of Gross 
Revenues. The Current Bonds, and any additional Parity Bonds that may be issued under the condi- 
tions and restrictions hereinafter set forth, shall be secured by and payable on a parity solely on a 
second lien basis out of the gross revenues of the System, after providing for all of the principal and 
interest requirements of the outstanding Prior Bonds. 

Section 108. Lien on Contracts. In addition to the revenue pledge securing the Bonds, a 
lien is hereby created and granted in favor of the Bondowners on all contracts, and an all other rights 
of the District pertaining to the System, enforceable by assignment to any receiver or other operator 
proceeding by authority of any court. 
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ARTICLE 2. THE BONDS; BOND FORM; PREPAYMENT. 

Section 201. Principal Payments. Principal payments due on the Current Bonds shall be 
as set forth in the schedule of maturities set out in Exhibit A attached to this Resolution and 
incorporated herein. 

Section 202. Issuance of Current Bonds: Bond Form. The Purchaser of the Current 
Bonds at the public sale shall take delivery of the Current Bonds in the form of one or more fully 
registered bonds, as set forth in Exhibit B attached hereto and incorporated herein, amounting in the 
aggregate to the principal amount of the Current Bonds authorized herein, maturing as to principal 
as set out in Section 201. The Current Bonds shall be numbered R-1 and consecutively upward 
thereafter. Such Current Bonds shall, upon appropriate execution on behalf of the District as 
prescribed, constitute the entire bond issue herein authorized, shall be negotiable (subject to 
registration requirements as to transferability), registered as to principal and interest and payable as 
directed by the registered Owner. 

Section 203. Place of Payment and Manner of Execution. Both principal of and inter- 
est on the Current Bonds shall be payable at the place and in the manner set out in the form of such 
Current Bond. The Current Bonds shall be executed on behalf of the District by the manual or 
facsimile signature of the Chairman of the District, with the Corporate Seal of the District affixed 
thereto and attested by the manual or facsimile signature of the Secretary of said District. 

Tf either of the officers whose signatures appear on the Current Bonds ceases to be such 
officer before delivery of said Current Bonds, such signatures shall nevertheless be valid for all 
purposes the same as if such officers had remained in office until delivery. 

Section 204. Provisions as to Prepayment. Except when all of the Current Bonds are 
held by the Government, principal maturities falling due prior to January 1 , 201 4, shall not be subject 
to prepayment. Principal maturities falling due on and after January 1, 2014, shall be subject to 
prepayment by the District on any interest payment date falling on and after January 1,2013, at par 
plus accrued interest, without any prepayment penalty. 

So long as all of the Current Bonds are owned by the Government, all or any of the Current 
Bonds, or in a multiple of $100, may be prepaid at any time in inverse chronological order of the 
principal maturities due, at par plus accrued interest without any prepayment penalty. 

Notice of such prepayment shall be given by certified mail to the Bondowner or his assignee, 
at least 30 days prior to the date fixed for prepayment. Notice of such prepayment may be waived 
with the written consent of the Bondowner. 
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ARTICLE 3. CONSTRUCTION ACCOUNT; INTERIM FINANCING; 
APPLICATION OF PROCEEDS; ARBITRAGE LIMITATIONS. 

Section 301. Construction Account: Application ofproceeds ofBonds; Other Transfers 
and DeDosits. The Treasurer, or such other District official as shall be designated by the 
Commission, shall be the custodian of all h d s  belonging to and associated with the System. All 
moneys in excess of the amount insured by the FDIC in the Construction Account shall be secured 
by the Depository Bank in accordance with U. S. Treasury Department Circular No. 176. The 
officials of the District entrusted with the receipt and disbursement of revenues of the System and 
the custody of valuable property shall be covered by a fidelity bond in the amount of not less than 
$93,000 (the "Fidelity Bond"), or such larger mount as the RD may require, which Fidelity Bond 
shall be effective and secured by a surety company approved by the RD so long as it is owner of any 
of the Current Bonds. The RD and the District shall be named co-obligees in such Fidelity Bond and 
the amount thereof shall not be reduced without the written consent of the RD. Whenever sums in 
the Funds shall exceed $93,000, the Fidelity Bond shall be increased accordingly as requested by and 
with the approval of the RD. 

A. Covenants Applicable if RD Purchases Current Bonds. It is acknow- 
ledged that all covenants herein with reference to the necessity for approval of the RD, the necessity 
of observing RD regulations and procedures and the necessity of using RD forms (the "RD Forms"), 
shall apply only if the RD is the Purchaser of the Current Bonds and only so long as the RI) holds 
the Current Bonds thereafter. In. the event that the RD shall not be the Purchaser of the Current 
Bonds, or, after purchasing same, shall sell or transfer the Current Bonds to an Owner who shall not 
be the Government, all covenants herein with reference to the necessity for approval of the RD, the 
necessity of observing RD regulations and procedures, and the necessity of using RD Forms, shall 
not be applicable. 

B. 
Bonds shall be applied as follows: 

Application of Proceeds of Current Bonds. The proceeds of the Current 

(1) Payment of Interim Financing, Costs of Project and Costs of 
Issuance. Simultaneously with the delivery of the Current Bonds, there shall immediately 
be paid to the Interim Lender (or the RD if Multiple Advances are made) an amount 
sufficient to pay principal of and interest on any temporary loans borrowed by the District 
in anticipation of the sale and delivery of the Current Bonds andor of the receipt of Grant 
Proceeds. Also, at the time of delivery of the Current Bonds, there shall be paid all amounts 
then due and payable in connection with the costs of the Project and in connection with the 
issuance of the Current Bonds. 

(2) Construction Account. If and to the extent that the proceeds of the 
Current Bonds shall be in excess of the amount necessary to pay the interest, principal and 
costs referred to in subparagraph B( 1) of this Section, such excess amount shall imediately 
be deposited in the "Pendleton County Water District Waterworks Construction Account" 
hereby created, which shall be established at the Depository Bank. There shall also be 
deposited in said Construction Account the Grant Proceeds, as and when received, or said 
Grant Proceeds may be applied, to the extent necessary, to liquidate or reduce any interim 

10 



financing owed by the District at the time of receipt of Grant Proceeds. Simultaneously with 
or prior to the delivery ofthe Current Bonds, there shall also be deposited in the Construction 
Account the proceeds of the District contribution in the minimum amount of $65,000 (less 
any amounts theretofore used for authorized purposes), to supplement the proceeds of the 
Current Bonds and Grant Proceeds in order to assure completion of the Project. 

(3) Withdrawal of Funds From Construction Account. Prior to the 
expenditure by the District of any moneys from the Construction Account, the District must 
obtain written approval from the RD as to such expenditures, if the RD is the Owner of any 
Outstanding Bonds. The proceeds of said Construction Account shall be withdrawn only on 
checks signed by the Chairman, the Treasurer (or by such other official of the District as may 
be authorized by the Commission), provided such official shall be covered by the Fidelity 
Bond required by Section 301 of this Resolution, in payment for services and/or materials 
supplied in connection with the Project, as evidenced by (1) a Requisition Certificate; and 
(2) invoices and/or partial payment estimates bearing the written approval of the Engineers 
and the Chairman (or by such other official of the District as may be authorized by the 
Commission), and which invoices andor partial payment estimates must have been reviewed 
and approved for payment by the designated RD official. 

Written approval or certification of the Engineers shall not be required for 
matters not under the jurisdiction of the Engineers, such as legal fees, land acquisition and 
related items. 

During construction, the District shall disburse Construction Account funds 
in a manner consistent with RD Instruction 1780. 

The District shall prepare and submit any and all RI.3 Forms required by the 
RD. Periodic audits of the District's Construction Account records shall be made by RD as 
determined by it to be necessary. 

(4) Transfer of Capitalized Interest to Current Sinking Fund. There 
shall be transferred from the Construction Account an amount sufficient to provide for 
capitalized interest (initially estimated at $7,000) during the construction of the Project, as 
approved by the Engineers and by the RD. If and to the extent not theretofore expended in 
paying interest on interim financing and if and to the extent then needed to pay interest 
during the remaining period of construction of the Project, such amount so transferred from 
the Construction Account shall be deposited in the Current Sinking Fund. 

(5) Investment of Funds in Construction Account. Pending disburse- 
ment of amounts on deposit in the Construction Account, all such funds, or such portion of 
said amounts on deposit in said Construction Account as is designated by the Commission, 
shall be invested for the benefit of such Construction Account in Certificates of Deposit, 
savings accounts or U.S. Obligations which may be converted readily into cash, having a 
maturity date prior to the date when the sums invested will be needed for costs of the Project 
(as determined by the Engineers, the Chairman and the Rn), provided that to the extent that 
any amounts on deposit in said Depository Bank shall cause the total deposits of the District 
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in said Depository Bank to exceed the amount insured by the FDIC, the same shall be 
continuously secured by a valid pledge of U.S. Obligations, having an equivalent market 
value, in conformity with Section 66.480 of the Kentucky Revised Statutes. Investments in 
Certificates of Deposit may be made only if a separate RD Forrn 402-4 Agreement is 
executed, if the RD has purchased any of the Bonds, and investments in Certificates of 
Deposit or savings accounts may be made only in such Certificates or accounts of an FDIC 
bank. Any such investments will be a part of the Construction Account, and income f?om 
such investments will be credited to the Construction Account. All such investments shall 
be subject to the limitations set out in Section 303 hereof. 

(6) Statements of Contractors, Engineers and Attorneys as to 
Payment. Prior to the delivery of the Current Bonds, if the RD is the Purchaser of the 
Current Bonds, the District will be required to provide the RD with statements from the 
Contractors, Engineers and attorneys for the District that they have been paid to date in 
accordance with their contract or other agreements and, in the case of any Contractor, that 
he has paid his suppliers and subcontractors. Any exceptions must be authorized under RD 
Instruction 1780. 

(7) Disposition of Balance in Construction Account After Completion 
of Project. When the Project has been completed and all construction costs have been paid 
in fill, as certified by the Engineers for the District and/or by the RD, any balance then 
remaining in the Construction Account may, with the consent of the RD, be applied to the 
cast of constructing additional extensions, additions and impravements to the System (the 
"Additional construction"). If such Additional Construction is to be undertaken by the 
Contractors previously engaged in the Project, such Additional Construction may be 
authorized by a change order. 

If there is a balance remaining in the Construction Account after such 
Additional Construction, such balance (subject to legal requirements as to possible refund 
of any allocated portion of the balance derived from Grant Proceeds) shall be transferred to 
the Current Sinking Fund, whereupon said Construction Account shall be closed. Such 
remaining balance in the Constructian Account so transferred to the Current Sinking Fund 
shall be used by the District immediately to prepay principal installments due on the Current 
Bonds in the inverse order of maturities without prepayment penalty, provided further that 
any balance insufficient to prepay at least $100 of the principal payment falling due in any 
year on the Bonds will be transferred to the Depreciation Fund. 

Section 302. Interim FinaneinP Authorization. 

A. Interim Financing. The District shall use interim financing for the Project 
during construction of that portion of the cost of the Project financed by the Current Bonds, if 
available at reasonable rates and terns. 

The borrowing of up to the aggregate sum of $596,000 from the Interim Lender is 
hereby authorized; and the Chairman is hereby authorized to execute the Note in the name and on 
behalf of the District. Each advance under the Note shall evidence a loan by the Interim Lender to 
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the District for services rendered andor materials supplied in connection with the Project, as 
evidenced by a Requisition Certificate. 

Interim financing shall be disbursed as follows: 

(1) At the direction of the District, the Interim Lender shall disburse the 
proceeds of the Note by cashier's checks directly to the parties entitled thereto as set forth in 
the Requisition Certificate; or 

(2) At the direction of the District, the Interim Lender shall deposit the 
proceeds of the Note in the Construction Account, in which event amounts of the District on 
deposit therein shall, until expended to the extent that same shall exceed the amount insured 
by the FDIC, be fully secured by a pledge of U.S. Obligations. 

The aggregate of the principal amount of all Notes shall not exceed $596,000. Each 
Note which is renewed or superseded shall be simultaneously cancelled by the Interim Lender and 
transmitted to the Treasurer. The rate of interest applicable to each Note shall not exceed a 
reasonable rate, which rate is subject to the approval of the RD. 

The total authorized interim financing of $596,000 shall be the maximum 
indebtedness which the District may owe at any one time to the Interim Lender for the purpose of 
providing temporary construction financing for the Project; provided, however, that the District may 
reduce the amount owed by the District to the Interim Lender from time to time as and when funds 
are available to the District, whether derived &om the proceeds of the Grant Proceeds, the proceeds 
of the sale of the Current Bonds or otherwise, and may reborrow from the Interim Lender additional 
amounts in anticipation of the further receipt by the District of additional proceeds from the Current 
Bonds and/or Grant Proceeds. 

The District hereby covenants and agrees with the Interim Lender that upon the 
issuance and delivery of the Current Bonds and/or the receipt of said Grant Proceeds, the District 
will apply the proceeds thereof, to whatever extent may be necessary, in payment of the principal 
amount of the Note, together with accrued interest thereon to the date of such payment; and the 
proceeds of the Current Bonds and Grant Proceeds are hereby pledged therefor, and such pledge shall 
constitute a first and prior charge against said proceeds. 

Although the proceeds of the Current Bonds and Grant Proceeds are pledged to the 
repayment of said interim financing, it is recognized that the Grant Proceeds may be applied to the 
extent required at the time of receipt of the Grant Proceeds, to the payment of costs of the Project 
due and owing by the District at the time of receipt of such Grant Proceeds, rather than to the 
repayment of portions of the interim financing at that time. If and to the extent that the Grant 
Proceeds are in excess of any costs of the Project due and owing at the time of receipt thereof, such 
Grant Proceeds may be applied, in the same manner as set out hereinabove, to the reduction of the 
amount of the interim financing, after which, such interim financing may again be increased as 
theretofore. The District further pledges the revenues of the System to the repayment of said interim 
financing, subject to the vested rights and priorities of the pledges securing the Outstanding Bonds. 
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It is understood that the foregoing constitutes an alternative method of obtaining 
interim financing, and does not preclude the authorization and sale, by public advertisement or 
otherwise, of bond anticipation notes andor grant anticipation notes to the most favorable bidder on 
the open market, by concurrent or subsequent proceedings of the District. 

€3. Multiple Advances by RD. In the event the Current Bonds are purchased 
by the RD, and in the event the District is unable to obtain a commitment for interim financing for 
the Project from any Interim Lender at reasonable rates and terms, the Chairman is authorized to 
request Multiple Advances of loan finds from the RD. 

If the RD agrees to make Multiple Advances to the District pending the delivery of 
the Current Bonds, the Chairman is hereby authorized to execute in the name and on behalf of the 
District any number of Notes. Each such Note, evidencing an advance o f  funds by the RD to the 
District, shall be in the form prescribed by the RD. 

Each request for an advance from the RD shall be accompanied by a Requisition 
Certificate. The District will also furnish to the RD, prior to the receipt of each Multiple Advance, 
whatever additional documentation shall be requested by the RD, including an updated supplemental 
title opinion of Local Counsel and an updated supplemental preliminary legal opinion of Bond 
Counsel. 

The proceeds of any Multiple Advances shall be either (i) disbursed directly to the 
parties entitled thereto for services andor materials supplied in connection with the Project; or 
(ii) deposited into the Construction Account and disbursed in accordance with the provisions of 
Section 301 hereof, in which event amounts on deposit in such Construction Account shall, until 
expended, to the extent that same shall exceed the amount insured by the FDIC, be fully secured by 
a pledge of U.S. Obligations. 

The proceeds of the Current Bonds are hereby pledged to the repayment of such 
Multiple Advances, and such pledge shall constitute a first and prior pledge against such proceeds. 
The District firther pledges the revenues of the System to the repayment of said Multiple Advances, 
subject to the vested rights and priorities of the pledges securing the Outstanding Bonds. 

Section 303. Arbitrape Limitations on Investment of Proceeds. The District covenants 
and certifies, in compliance with the Code, on the basis o f  known facts and reasonable expectations 
on the date of adoption of this Resolution, that it is not expected that the proceeds of the Current 
Bonds will be used in a manner which would cause the Current Bonds to be "arbitrage bonds" within 
the meaning of Section 148 of the Code. The District covenants to the Owners of the Current Bonds 
that (1) the District will make no use of the proceeds of said Current Bonds which, if such use had 
been reasonably expected on the date of issue of such Current Bonds, would have caused such 
Current Bonds to be "arbitrage bonds"; and (2) the District will comply with all of the requirements 
of the Code to whatever extent is necessary to assure that the Current Bonds shall not be treated as 
or constitute "arbitrage bonds" and that the interest on the Bonds shall be excludable from gross 
income for federal income tax purposes. 
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Prior to or at the time of delivery of the Current Bonds, the Chairman and/or the Treasurer 
(who are jointly and severally charged with the responsibility for the issuance of the Current Bonds) 
are authorized to execute such certifications as shall be required by Bond Counsel, setting out all 
known and contemplated facts concerning the anticipated construction, expenditures and 
investments, including the execution of necessary and/or desirable certifications of the type 
contemplated by Section 148 of the Code in order to assure that interest on the Current Bonds shall 
be excludable fiom gross income for federal income tax purposes and that the Current Bonds will 
not be treated as "arbitrage bonds". 
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ARTICLE 4. FLOW OF FUNDS. 

Section 401. Funds. There was heretofore created in the Prior Bond Resolution the 
following fimds and accounts: 

(a) 
(b) 
(c) 
(cl) 

Pendleton County Water District Waterworks Revenue Fund 
Pendleton County Water District Waterworks Sinking Fund 
Pendleton County Water District Waterworks Depreciation Reserve Fund 
Pendleton County Water District Waterworks Operation and Maintenance 
Fund 

There is hereby created the Pendleton County Water District Waterworks Sinking Fund of 
2004. 

All of the Funds shall be maintained with the Depository Bank so long as any Bonds remain 
outstanding. 

Section 402. Flow of Funds. All proceedings preliminary to and in connection with the 
issuance of the Outstanding Bonds, including provisions made for (i) the receipt, custody and 
application of the proceeds of the Outstanding Bonds; (ii) the operation of the System on a revenue- 
producing basis; (iii) the segregation, allocation and custody of the revenues derived from the 
operation of the System; (iv) the enforcement and payment of the Outstanding Bonds and (v) the 
depreciation of the System; and all other covenants for the benefit o f  Bondowners set out in the Prior 
Bond Resolution, are hereby ratified and confirmed and shall continue in force and inure to the 
security and benefit of the Outstanding Bonds, the same as if such provisions and proceedings were 
set out in full herein; provided, further, that after the issuance of the Current Bonds, the income and 
revenues of the System shall be collected, segregated, accounted for and distributed as follows: 

A. Revenue Fund. The District covenants and agrees that it will continue to 
deposit in the Revenue Fund, promptly as received from time to time, all revenues of the System, as 
same may be extended and knproved from time to time. The moneys in the Revenue Fund shall 
continue to be used, disbursed and applied by the District only for the purpose and in the manner and 
order of priorities specified in the Prior Bond Resolution, as hereinafter modified by this Resolution, 
all as permitted by the Act, and in accordance with previous contractual commitments. 

R. Prior Sinking Fund. There shall be transferred from the Revenue Fund and 
deposited into the Prior Sinking Fund on or before the 20th day of each month, for payment of interest 
on and principal of the Prior Bonds, a sum equal to the total of the following: 

(1) A sum equal to one-sixth (1/6) of the next succeeding interest payment to 
become due on all Prior Bonds then outstanding, plus 

(2) A sum equal to one-twelfth (1/12) of the principal of all of the Prior Bonds 
maturing on the next succeeding principal payment date. 
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Said Prior Sinking Fund shall be used solely and only and is hereby pledged for the 
purpose of paying the principal of and interest on the Prior Bonds. 

C. Current Sinking Fund. At or after the time that the Current Bonds have been 
delivered, there shall be transferred from the Construction Account into the Current Sinking Fund an 
amount sufficient (currently estimated at $7,000) to provide for capitalized interest during the 
construction of the Project, if and to the extent not theretofore expended in paying interest on interim 
financing and if and to the extent then needed to pay interest during the remaining period of 
construction of the Project. 

After the monthly transfers required in the preceding paragraphs have been paid from 
the Revenue Fund, there shall next be transferred monthly from said Revenue Fund and deposited into 
the Current Sinking Fund on or before the 20th day of each month, for payment of interest on and 
principal of the Current Bonds, a sum equal to the total of the following: 

(1) An amount equal to one-sixth (1/6) of the next succeeding six-month interest 
payment to become due on the Current Bonds then outstanding, plus 

(2) A sum equal to one-twelfth (1/12) of the principal of any Current Bonds 
maturing on the next succeeding January 1. 

The Current Sinking Fund is hereby pledged for the payment of the interest and the 
principal of the Current Bonds, but subject to the vested rights and priorities of the Prior Bonds. 

D. Depreciation Fund. It is hereby determined that upon the issuance of the 
Current Bonds, and upon completion of the Project, as certified by the Engineers and by the RD, there 
shall next be transferred from the Revenue Fund the sum of at least $280 each month which shall be 
deposited into the Depreciation Fund until there is accumulated in such Depreciation Fund the sum 
of at least $33,600, which amount shall be maintained, and when necessary, restored to said sum of 
$33,600, so long as any of the Bonds are outstanding and unpaid. These deposits are in addition to 
any deposits required under the Prior Bond Resalution. 

As further security for the Bondowners and for the benefit of the District, it has been 
and is hereby provided that in addition to the monthly transfers required to be made from the Revenue 
Fund into the Depreciation Fund, there shall be deposited into said Depreciation Fund all proceeds 
of connection fees collected from potential customers (except the amounts necessary to pay the actual 
costs and service connections applicable to saidpotential customers) to aid in the financing ofthe cost 
of hture extensions, additions and improvements to the System, plus the proceeds of any property 
damage insurance (not otherwise used to replace damaged or destroyed property); and any such 
amounts or proceeds so deposited shall be used solely and only for the purposes intended. 

Moneys in the Depreciation Fund may be withdrawn and used by the District, upon 
appropriate certification of the Commission, for the purpose of paying the cost of unusual or extra- 
ordinary maintenance, repairs, renewals and replacements not included in the annual budget of current 
expenses and/or of paying the costs of constructing future extensions, additions and improvements 
to the System which will either enhance its revenue-producing capacity or will provide a higher 
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degree of service, and when necessary, for the purpose of making payments of principal and interest 
on the Bonds if the amount on deposit in the Current Sinking Fund is not sufficient to make such 
payments. 

E. Operation and Maintenance Fund. There shall next be transferred monthly 
from the Revenue Fund and deposited into said Operation and Maintenance Fund, sums sufficient to 
meet the current expenses of operating and maintaining the System. The balance maintained in said 
Operation and Maintenance Fund shall not be in excess of the amount required to cover anticipated 
System expenditures for a two-month period pursuant to the District's annual budget. 

F. Monthly Principal and Interest Payments if Requested by the RD. So 
long as any of the Bonds are held or insured by the RD, the District shall, if requested by the RD, 
make the payments required by this Section 402, in monthly installments to the RD or to the insured 
Owners of the Bonds. 

G. Surplus Funds. Subject to the provisions for the disposition of the income 
and revenues of the System as set forth hereinabove, which provisions are cumulative, and after 
paying or providing for the payment of debt service on any subordinate obligations, there shall be 
transferred, within sixty days after the end of each fiscal year, the balance of excess h d s  in the 
Revenue Fund on such date, to the Depreciation Fund for application in accordance with the terms 
of this Resolution or to the Sinking Fund to be applied to the maximum extent feasible, to the prompt 
purchase or redemption of Outstanding Bonds. 

H. Investment and Miscellaneous Provisions. All monies in the Sinking Fund 
and the Depreciation Fund shall be deposited in the Depository Bank, or such portion thereof as is 
designated by the Commission. All monies in the Current Sinking Fund and the Depreciation Fund 
shall be invested for the benefit of such respective Funds in Certificates of Time Deposit or savings 
accounts of the Depository Bank or in U.S. Obligations which may be converted readily into cash, 
having a maturity date prior to the date when the sums invested will be needed for the purposes for 
which such hnds may be expended, provided that to the extent that any amount of the District on 
deposit in the Depository Bank shall cause the total deposits of the District in said Depository Bank 
to exceed the amount insured by the FDIC, such excess amount shall be continuously secured by a 
valid pledge o f  U.S. Obligations, having an equivalent market value, in conformity with 
Section 66.480 of the Kentucky Revised Statutes. 

If the RD has purchased any of the Outstanding Bonds, investments in Certificates of 
Deposit may be made only if a separate RD F o m  402-4 Agreement is executed. Any such invest- 
ments will be a part of the respective Funds fiom which the proceeds invested are derived, and 
income fiom such investments will be credited to such respective Funds. All investments of funds 
derived from proceeds of the Outstanding Bonds shall be subject to the applicable limitations set out 
in Section 303 hereof. 

All payments into the Funds shall be made on or before the twentieth (20th) day of 
each month, except that when the twentieth (20th) day of any month shall be a Saturday, Sunday or 
a legal holiday, then such payment shall be made on the next succeeding business day. 
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All monies held in any of the Funds shall be kept apart fiom all other District funds 
and shall be deposited in the Depository Bank, and all such deposits which cause the aggregate of all 
deposits of the District therein to be in excess of the amount secured by FDIC, shall (unless invested 
as herein authorized) be secured by a surety bond or bonds or by a pledge of U.S. Obligations, having 
a market value equivalent to such deposit. 

The Treasurer shall keep appropriate records as to payment of principal and interest 
installments and as to payment of principal of and interest on any Bonds. 

Section 403. Current Bonds are Subordinate to the Prior Bonds. It is hereby certified 
and declared that the Current Bonds shall be subordinate to the lien and pledge of the Prior Bonds on 
the gross revenues of the System. 
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ARTICLE 5. COVENANTS OF DISTRICT 

Section 501. Rates and CharPes. The District shall charge such rates and charges for all 
services and facilities rendered by the System, which rates and charges shall be reasonable, taking into 
account and consideration the cost and value of the System, the cost of maintaining, repairing and 
operating same and the amounts necessary for the payment ofprincipal of and interest on Outstanding 
Bonds against the System. The District shall charge such rates and charges as shall be adequate to 
meet the requirements of Articles 4 and 5 hereof. 

The District covenants that it will not reduce the rates and charges for the services rendered 
by the System without first filing with the Secretary a certification of an Independent Consulting 
Engineer that the annual net revenues (defined as gross revenues less operating expenses) of the then 
existing System for the fiscal year preceding the year in which such reduction is proposed, as such 
annual net revenues are adjusted, after taking into account the projected reduction in annual net 
revenues anticipated to result from any such proposed rate decrease, are equal to not less than 120% 
of the average annual debt service requirements for principal and interest on all of the then 
Outstanding Bonds payable from the revenues of the System, calculated in the manner specified in 
Section 603 hereof. 

Section 502. Books and Accounts: Audit. The District shall maintain proper records and 
accounts relating to the operation of the System and the District's financial affairs; and the 
Bondowners, or their authorized representatives, shall have the right at all reasonable times to inspect 
the facilities of the System and all records, accounts and data relating thereto. An annual audit shall 
be made of the books and accounts pertinent to the System by a Certified Public Accountant licensed 
in Kentucky. No later than ninety (90) days after the close of each Fiscal Year, copies of such audit 
reports certified by such Certified Public Accountant shall be promptly mailed to the RD without 
request, so long as the Govement  is the Owner of any of the Bonds, and to any Bondowner that may 
have made a written request for same. 

Monthly operating reports shall be hmished to the RD and to any Bondowner requesting 
same, during the first two (2) years of operation after completion of the Project, and whenever and 
so long as the District is delinquent in any of the covenants set out in the Prior Bond Resolution or 
this Current Bond Resolution. Thereafter, quarterly operating reports shall be furnished at all other 
times to the RD and to any Bondowner requesting the same. 

Section 503. System to Continue to be Operated on Fiscal Year Basis: Annual Budpet. 
While any of the Bonds are outstanding and unpaid, and to the extent permitted by law, the System 
shall continue to be operated and maintained on a Fiscal Year basis. 

Not later than sixty (60) days before the end of each Fiscal Year, the District agrees to cause 
to be prepared aproposed annual budget of operating expenses (the "Proposed Budget") of the System 
for the then ensuing Fiscal Year, itemized on the basis of monthly requirements. A copy of said 
Proposed Budget shall be mailed to any Bondowner who may request in writing a copy of such 
Proposed Budget and to the RD without request, if the Government is the Owner of any of the Bonds. 
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For the purpose of the Proposed Budget, operating expenses shall include all reasonable and 
necessary expenses of operating, repairing, maintaining and insuring the System, but shall exclude 
depreciation and debt service payments. The District covenants that the operating expenses incurred 
in any year will not exceed the reasonable and necessary amounts therefor, and that the District will 
not expend any amount or incur any obligation for operation or maintenance and repair in excess of 
the amounts provided for operating expenses in the annual budget, except upon resolution by the 
District that such expenses are necessary to operate and maintain the System. 

Not later than sixty (60) days before the end of each Fiscal Year, the District shall prepare an 
estimate of gross revenues to be derived from the operation of the System for said Fiscal Year, and, 
to the extent that said gross revenues are insufficient (a) to pay debt service requirements on all 
Outstanding Bonds during the ensuing Fiscal Year, (b) to accumulate and maintain all required 
reserves enumerated herein and (c) to pay operating expenses, the District shall revise the rates and 
charges sufficiently to provide the funds so required. 

If the Owners of at least 50% of the principal amount of the Outstanding Bonds, or the 
Government so long as it is the Owner of any of said Outstanding Bonds, so request, the Commission 
shall hold an open hearing not later than thkty (30) days before the beginning ofthe ensuing Fiscal 
Year, at which time any Bondowner may appear by agent or attorney and may file written objections 
to such proposed budget. Notice of the time and place of such hearing shall be mailed at least 
fifteen (15) days prior to the hearing to each registered Bondowner and to the Government. 

The District covenants that annually before the first day of the Fiscal Year, the annual budget 
for the upcoming Fiscal Year will be adopted substantially in accordance with the Proposed Budget, 
and that na expenditures for operation and maintenance expenses of the System in excess of the 
budgeted amount shall be made during such Fiscal Year unless directed by said District by a specific 
resolution duly adopted. 

Section 504. General Covenants. The District, through its Commission, hereby covenants 
and agrees with the Owners of the Bonds that: 

It will faithfully andpunctuallyperform all duties with reference to the System 
required by the Constitution and laws of the Commonwealth of Kentucky; 

It will make and collect reasonable and sufficient rates and charges for 
services and facilities rendered by the System; 

It will segregate the revenues and income from the System and make 
application thereof consistent with and as provided by this R.esolution; 

Unless the written consent of the Owners of a majority ofthe principal amount 
of the Outstanding Bonds has been obtained, the District agrees not to sell, 
lease, mortgage or in any manner dispose of any integral part of the System, 
including any and all appurtenances thereto and extensions, additions and 
improvements that may be made thereto, until all of the Outstanding Bonds 
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shall have been paid or provided for in full, as provided herein; subject to the 
provisions of Section 607 hereof; 

(5) It will maintain in good condition and continuously operate the System and 
appurtenances thereto and will charge such rates and charges for the services 
rendered thereby so that the gross income and revenues will be sufficient at all 
times (i) to pay the interest on and principal of the Outstanding Bonds as same 
become due; (ii) to pay the cost of operating and maintaining the System; and 
(iii) to provide for an adequate depreciation account; and 

( 6 )  It will carry and maintain insurance on properties of the System subject to loss 
or damage in amounts and against hazards substantially in accordance with the 
practices of other districts, cities or corporations which own and maintain 
waterworks systems under similar conditions; and so long as the Government 
is the Owner of any of the Outstanding Bonds, the Government will be listed 
as co-beneficiary on any such policy; and the District shall hrther comply with 
the insurance requirements of Section 506 hereof (involving insurance on 
motors, tanks and structures). 

Section 505. Other Covenants Applicable So L o w  as RD Owns Any Bonds. So long 
as the RD shall own any of the Bonds, the District shall comply with such RD regulations, 
requirements and requests as shall be made by the RD, including the hrnishing of operating and other 
financial statements, in such form and substance and for such periods as may be requested by the RD, 
the carrying of insurance of such types and in such amounts as the Rn may specify, with insurance 
caniers acceptable to the RD and compliance with all o f  the terms and conditions of the Loan 
Resolution (RD Form 1780-27) adopted and executed by the District, which is hereby authorized, 
approved, ratified and confirmed. 

Section 506. Insurance on Motors, Tanks and Structures.The District shall (a) immedi- 
ately after the adoption of this Resolution and (b) at the time of final acceptance of the Project, insure 
all electric motors, elevated water storage tanks, pumping stations and major structures of the System 
in an amount recommended by the Engineers and approved by the RD, so long as the RD is the 
Owner of any of the Bonds, for the hazards usually covered in such area, and shall similarly insure 
same in an amount recommended by the Engineers, without the necessity of approval by the RD if 
and whenever the District has Outstanding Bonds against the System and none o f  such Outstanding 
Bonds are owned by the RD. 
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ARTICLE 6. INFERIOR BONDS AND PAFUTY BONDS 

Section 601. Inferior Bonds. Except as hereinafter provided below in this Article, the 
District shall not, so long as any Bonds are outstanding, issue any additional bonds payable from the 
revenues of the System unless the security and/or pledge of the revenues to secure such additional 
bonds are made inferior and subordinate in all respects to the security of the Bonds. 

The District expressly reserves the right at any time to issue its bonds or other obligations 
payable Erom the revenues of the System and not ranking on a parity basis with the Current Bonds, 
without any proof of previous earnings or net revenues, provided that the consent of the RI) must be 
obtained prior to the issuance of any inferior bonds so long as the RD owns any of the Bonds, and 
provided further that, after the initial completion of the Project, such inferior bonds may be issued 
only for the purpose of providing for fbture extensions, additions and improvements to the System, 
and only in express recognition of the priorities, liens and rights created and existing for the security, 
source of payment and protection of the Outstanding Bonds; provided further, that nothing in this 
Section is intended to restrict or shall be construed as a restriction upon, the ordinary refunding all 
or a portion of the Outstanding Bonds. 

Section 602. Parity Bonds to Complete the Project. The District hereby certifies, cove- 
nants and agrees that in the event that the cost of completion of the construction of the Project shall 
exceed the moneys available to the District from any and all sources, the District shall have the right, 
if necessary, to provide for such excess, and only such excess, through the issuance of Parity Bonds, 
provided the District has obtained a certification from the Engineers to the effect that it is necessary 
to issue the desired amount of Parity Bonds in order to enable the District to pay the cost (not other- 
wise provided) of the completion of the Project, and provided the District has complied with the 
provisions of Section 603 below or has obtained: 

(a) the consent of the RD if the Government is as the Owner of the Prior Bonds 
at that time or the consent of any other Owners of the Prior Bonds, and 

(b) the consent of (1) the RD if the Government is the purchaser of the Current 
Bonds; or (2) the Owners of at least 75% of the principal amount of the 
Current Bonds outstanding, if the Current Bonds have been issued, sold and 
delivered and are held by Owners other than the Government. 

Section 603. Parity Bonds to Finance Future ImDrovements. The District reserved the 
right and privilege, and does hereby reserve the right and privilege, of issuing additional Parity Bonds, 
but only under the conditions specified in the Current Bond Resolution, which conditions are as 
follows: 

The District further reserves the right to add new waterworks facilities and/or to finance future 
extensions, additions and improvements to the System by the issuance of one or more additional 
series of Parity Bonds to be secured by a parity lien on and ratably payable on a parity with the 
Current Bonds, Erom the revenues of the System, provided: 
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(a) The facilities to be constructed from the proceeds of the additional Parity 
Bonds are made a part of the System and their revenues are pledged as additional security for 
the additional Parity Bonds and for the Outstanding Bonds. 

(b) The District is in compliance with all covenants and undertakings in 
connection with all of the Outstanding Bonds. 

(c) The annual net revenues (defined as gross revenues less operating expenses), 
of the then existing System for the Fiscal Year preceding the year in which such Parity Bonds 
are to be issued, adjusted as hereinafter provided, shall be certified by an independent 
Certified Public Accountant to be equal at least one hundred twenty percent (120%) of the 
average annual debt service requirements for principal and interest on all Outstanding Bonds 
payable from the revenues ofthe System, plus the anticipated debt service requirements of any 
Parity Bonds then proposed to be issued. The calculation of average annual debt service 
requirements of principal and interest on the additional Parity Bonds ta be issued shall, 
regardless of whether such additional Parity Bonds are to be serial or term bonds, be 
determined on the basis of the principal of and interest on such Parity Bonds being payable 
in approximately equal annual installments. 

(d) The annual net revenues referred to above may be adjusted for the purpose of 
the foregoing computations to reflect: 

(1) any revisions in the System's schedule of rates or charges being 
imposed on or before the time of the issuance of any such additional Parity Bonds, and 

(2) any increase in the annual net revenues to be realized from the 
proposed extensions, additions and improvements being financed (in whole or in part) 
by such additional Parity Bands; 

provided all such adjustments shall be based upon and included in a certification of an 
Independent Consulting Engineer. 

(e) Compliance with Section 603(a) through (d) shall not be necessary for the 
issuance of Parity Bonds if the District has obtained (1) the written consent of the RD for the 
issuance of such Parity Bonds, if the Government is the Owner of any Bonds at the time of 
issuance of such Parity Bonds; and (2) the written consent of the Owners of all of the then 
outstanding Prior Bonds, and no other prerequisite need be complied with by the District in 
order to issue Parity Bonds. 

Section 604. Covenants to be Complied with at Time of Issuance of Paritv Bonds. 
The District hereby covenants and agrees that in the event any Parity Bonds are issued, the District 
shall: 

(a) Adjust the monthly amount to be deposited into the Sinking Fund on the same 
basis as that prescribed in the provisions establishing such Sinking Fund, to reflect the average 
annual debt service requirements of the Parity Bonds; 
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(b) Adjust the minimum annual amount to be deposited monthly into the 
Depreciation Fund on the same basis as that prescribed in the provisions establishing such 
Depreciation Fund, taking into account the future debt service requirements of all Bonds 
which will then be outstanding against the System; and 

(c) Make such Parity Bonds payable as to principal on January 1 of each year in 
which principal falls due and payable as to interest on January 1 and July 1 of each year until 
the final maturity of such Parity Bonds. 

Section 605. PreDayment Provisions Applicable to Paritv Bonds. If, in connection with 
any subsequently issued series of Parity Bonds, it is provided that excess revenues in the Revenue 
Fund shall be used to prepay Outstanding Bonds in advance of scheduled maturity, or if the District 
at its option undertakes to prepay Outstanding Bonds in advance of scheduled maturity, it is agreed 
and understood, for so long as the Government owns any of the Outstanding Bonds, that no such 
prepayment will be effected without the approval of the RD. 

Section 606. Consent of the RD Regardinp Future Bonds. Notwithstanding any other 
provisions of this Resolution, the District agrees that so long as the Government owns any Out- 
standing Bonds against andor payable from the revenues ofthe System, the District will not issue any 
future bonds, notes or other obligations against, secured by or payable from the revenues of the 
System without the written consent of the RD. 

Section 607. Prioritv of Lien; Permissible Disposition of Surplus or Obsolete Facilities. 
The District covenants and agrees that so long as any of the Prior Bonds and/or Bonds are 
outstanding, the District will not sell or otherwise dispose of any ofthe facilities of the System, or any 
part thereof, and, except as provided above, the District will not create or permit to be created any 
charge or lien on the revenues thereof ranking equal or prior to the charge or lien of the Outstanding 
Bonds. Notwithstanding the foregoing, the District may at any time permanently abandon the use of, 
or sell at fair market value, any part of the facilities of the System, provided that: 

The District is in compliance with all covenants and undertakings in 
connection with all of the Outstanding Bonds, and the required reserves for 
such Outstanding Bonds will have been accumulated; 

The District will, in the event of any such sale, apply the proceeds to either 
(1) redemption of Outstanding Bands in accordance with the provisions 
governing prepayment of bonds in advance of maturity; or (2) replacement of 
the facility so disposed of by another facility, the revenues of which shall be 
incorporated into the System, as hereinbefore provided; 

The District certifies, in good faith, prior to any abandonment of use, that the 
facilities to be abandoned are no longer economically feasible ofproducing net 
revenues; and 

The District certifies, in good faith, that 
remaining facilities of the System for the 

the estimated net revenues of the 
then next succeeding Fiscal Year, 

25 



plus the estimated net revenues of the facilities, if any, to be added to the 
System, comply with the earnings requirements hereinbefore provided in the 
pravisions and conditions governing the issuance of Parity Bonds. 

Notwithstanding any other provisions hereof, so long as any Bonds are held by the 
Government, the District shall not dispose of its title to the System or to any part thereof, without first 
obtaining the written consent of the RD. 
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ARTICLE 7. DEFAULT AND CONSEQUENCES 

Section 701. Events of Default. The following items shall constitute an Event of Default 
on the part of the District: 

The failure to pay principal of the Bonds as and when same shall become due 
and payable, either at maturity or by proceedings for redemption. 

The failure to pay any installment of interest on the Bonds when the same shall 
become due and payable or, if any or all of the Outstanding Ronds are owned 
by the RD, within thirty (30) days thereafter. 

The default by the District in the due or punctual performance of any of the 
covenants, conditions, agreements and provisions contained in the Bonds, the 
Prior Bond Resolution or in this Resolution. 

The failure to promptly repair, replace or reconstruct facilities of the System 
that have been damaged andor destroyed. 

The entering of any order or decree with the consent or the acquiescence of the 
District, appointing a receiver of all or any part of the System or any revenues 
thereof; or if such order or decree shall be entered without the acquiescence 
or consent of the District, its failure to have the order vacated, discharged or 
stayed on appeal within sixth (60) days after entry. 

Section 702. Consequences of Event of Default. Any Owner of the Current Rands may 
enforce and compel the performance of all duties and obligations of the District set forth herein. 
Upon the occurrence of an Event of Default, then upon the filing of a suit by any Owner of said the 
Current Bonds, any court having jurisdiction of the action may appoint a receiver to administer said 
System on behalf of the District with power to charge and collect rates sufficient to provide for the 
p a p e n t  of operating and maintenance expenses and for the payment of principal of and interest on 
the Outstanding Bonds and to provide and apply the income and revenues in conformity with this 
Resolution and with the laws of the Commonwealth of Kentucky. 

The District hereby agrees to transfer to any bona fide receiver or other subsequent operator 
of the System, pursuant to any valid court order in a proceeding brought to enforce collection or 
payment of the District's obligations, all contracts and other rights of the District pertaining to the 
System, conditionally, for such time only as such receiver or operator shall operate by authority of 
the court. Upon the occurrence of an Event of Default, the Owner of any of the Outstanding Bonds 
may require the governing body of the District by appropriate order to raise the rates a reasonable 
amount consistent with the requirements of this Resolution. 
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ARTICLE 8. CONTRACTIJAL PROVISIONS; GRA.NT APPROVAL; 
MISCELLANEOUS PROVISIONS. 

Section 801. Resolution Contractual with Bondowners. The provisions of this Resolu- 
tion constitute a contract between the District and its Commission and the Owners of the Current 
Bonds as may be outstanding from time to time; and after the issuance of any of said Current Bonds, 
no change, alteration or variation of any kind of the provisions of this Resolution shall be made in any 
manner which will affect an Owner's rights except as herein provided or except with the written 
consent of all Bondowners until such time as all of the Current Bonds and the interest thereon have 
been paid in full or fully provided for; provided that the Commission may adopt any resolution for 
any purpose not inconsistent with the terms of this Resolution and which shall not impair the security 
of the Owners of the Current Bonds and/or for the purpose of curing any ambiguity, or of curing, 
correcting or supplementing any defective or inconsistent provisions contained herein or in any 
resolution or other proceedings pertaining hereto. 

It is further agreed that the Owners of 75% in principal amount of the Current Bonds at any 
time outstanding shall have the right to consent to and approve the adoption of resolutions or other 
proceedings, modifying or amending any of the terms or provisions contained in this Resolution, 
subject to the conditions that (a) this Resolution shall not be so modified in any manner that may 
adversely affect the rights of the Owners of any of the Prior Bonds, nor in any manner that may 
adversely affect the rights of any certain Owners of the Outstanding Bonds without similarly affecting 
the rights of all Owners of such Outstanding Bonds, or to reduce the percentage of the number of 
Owners whose consent is required to effect a further modification and (b) no such change may be 
effected without the consent of the RD so long as the RD owns any of the Outstanding Bonds. 

Section 802. All Current Bonds are Equal. The Current Bonds authorized herein shall 
not be entitled to priority one over the other in the application of the income and revenues of the 
System, or with respect to the security for their payment, regardless of the time or times of their 
issuance, it being the intention that there shall be no priority among any of the Current Bonds 
regardless of the fact that they may be actually issued and delivered at different times. 

Section 803. District Oblivated to Refund Current Bonds Owned bv Government When- 
ever Feasible: Defeasement Prohibited. So long as the Government is the Owner of any of the 
Current Bonds, if it appears to the Government that the District is able to refund such Current Bonds 
in whole or in part, by obtaining a loan for such purposes from responsible cooperative or private 
credit sources, or to sell bonds of the District in the open market, at reasonable rates and terms, for 
loans or bond issues for similar purposes and periods of time, the District will, upon request of the 
Government, obtain such loan and/or issue such bonds in sufficient amount to repay the Government 
and will take all such action as may be required in connection therewith. 

In addition, SO long as the Government is the Owner of any of the Current Bonds, the District 
shall not issue any bonds or other obligations for the purpose of defeasing or otherwise terminating 
the lien of the Current Bonds without immediately prepaying all of the then outstanding Current 
Bonds. 
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Section 804. Approval and Acceptance of CDBG Grant Aereement. The Department 
of Housing and Urban Development (the "HUD") has agreed to make a grant to the District in the 
amount of $844,000 (the "CDBG Grant"), to supplement the proceeds of the Current Bonds in order 
to provide the total cost of the Project, and HUD has requested the District to approve, accept and 
execute a certain CDBG Grant Agreement (the "CDBG Grant Agreement") setting out the terms and 
conditions upon which said CDBG Grant will be made. Said CDBG Grant Agreement is hereby 
approved, and the Chairman and the Secretary are authorized to execute said CDBG Grant Agreement 
on behalf of the District. The Chairman and Secretary are also authorized on behalf of the District 
to accept any and all other CDBG Grants offered to the District in connection with the Project and 
to execute any and all CDBG Grant Agreements and any other documents as may be requested by 
HUD in connection with CDBG Grants which have been and/or which may hereafter be approved for 
such Project. 

Section 805. Authorization, Ratification and Confirmation of Approval and Execution 
of Various Documents. The Commission hereby authorizes, approves, ratifies and c o n f i i s  the 
previous action of the officers of the District in approving and executing various documents related 
to the financing of the Project, including the following: 

(a) Legal Services Agreement with Bond Counsel. 

(b) Legal Services Agreement with Local Counsel. 

(c) Letter of Intent to Meet Conditions of RD Letter of Conditions (RD 
Form 1942-46). 

(d) Loan Resolution (RI) Form 1780-27). 

(e) Agreement for Engineering Services with the Engineers. 

Section 806. Authorization of Condemnation to Acquire Easements and/or Sites. In 
the event that (a) any necessary deeds of easement to allow construction of the Project over the 
property of any property owner or (b) any necessary deed to the necessary site of any waterworks 
facility of the Project shall not be obtained through negotiation within ten (1 0) days after the date of 
adoption of this Resolution and in the event that (1) such waterworks lines cannot be located within 
the right-of-way of the State and/or County road involved; and/or (2) such waterworks facilities 
cannot be located on a site already owned by the District, Local Counsel is hereby authorized and 
directed to file condemnation actions to obtain such necessary rights-of-way and/or sites forthwith, 
without further authorization or direction from the District or the Commission. Local Counsel is 
further directed to follow the same condemnation procedure in the event that it becomes necessary, 
through change orders, line extensions and/or errors in the location of property lines and/or property 
owners, to obtain additional easements, rights-of-way and/or sites for completion of the Project and 
whenever the necessary deed is not obtained by negotiation at least ten (1 0) days prior to the date on 
which construction is contemplated in the respective easement, right-of-way and/or site. 

The District further approves the payment from the finds available therefor allocated to the 
costs of the Project to pay any judgment award, or compromise, determined by Local Counsel with 
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the acquiescence of the Commission, toward the costs of such easements, rights-of-way andor sites; 
provided, in each instance, that the payment of such h d s  to satisfy any judgment, award or 
compromise must first be approved by the RD; and the Commission further determines that if and 
to whatever extent the funds available from the proceeds of the financing contemplated by this 
Resolution shall be inadequate to pay any judgment, award or compromise amount for such 
easements, rights-of-way and/or sites, or if the District is unable to obtain the approval of the RD for 
any such payment, the Commission shall take all reasonably necessary actions, within the powers and 
authority of the Commission, to make such additional amount available from all other available 
District resources. 
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ARTICLE 9. SALE OF CURRENT BONDS 

Section 901. Sale of Current Bonds. The Current Bonds shall be offered publicly for sale 
upon the basis of sealed, competitive bids at such time as the Commission shall designate. 

A suggested form of "Notice of Bond Sale", a suggested form o f  "Official Notice of Sale of 
Bonds" and a suggested form of "Bid Form", having been prepared in advance by Bond Counsel, and 
all of such documents having been found to be in satisfactory form, a copy of each is hereby ordered 
to be filed in the records of the Secretary with the Minutes of the meeting at which this Resolution 
is adapted. The Notice of Bond Sale shall be signed by the Secretary and may be used for the purpose 
of publishing notice of the sale of the Current Bonds. Copies of such documents shall be fbrnished 
to any interested parties who may request same. 

In the event that there is no bid or that all bids are rejected, the District may readvertise the 
sale pursuant to this Resolution. 

Section 902. Adiustment in Maturities, Prepayment Provisions and Other Dates, with 
Consent of Purchaser if Delivery is Delayed. In the event that delivery of the Current Bonds 
authorized herein is delayed for any reason and the District, with the consent of the Purchaser of the 
Current Bonds, determines it is in the District's best interest to change the maturities, the applicable 
prepayment date or any other dates, the District may adjust the same by a Resolution of the 
Commission approving the adjustments. 
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ARTICLE 10. CONCLUDING PROVISIONS 

Section 1001. Covenant of District to Take A11 Necessary Action To Assure ComDliance 
with the Code. In order to assure the Owners of the Current Bonds that such Current Bonds shall 
continue to be legal and that interest thereon will continue to be excludable from gross income for 
federal income tax purposes and exempt from all Kentucky income taxation, the District covenants 
to and with the Owners of the Current Bonds to take the following action: 

(a) The District will (1) take all actions necessary to comply with the provisions 
of the Code necessary to assure that interest on the Current Bonds will be excludable from 
gross income for federal income tax purposes; (2) will take no actions which will violate any 
of the provisions of the Code; and (3) not use the proceeds of the Current Bonds for any 
purpose which will cause interest on the Current Bonds or on interim financing obligations, 
including, but not limited to the Note, issued pursuant to Section 302 hereof to become 
includable in gross income for federal income tax purposes. 

(b) The District hereby certifies that it does not reasonably anticipate that the total 
principal amount of "qualified tax-exempt obligations" within the meaning of 
Section 265(b)(3) ofthe Code which the District, or any subordinate entity of the District, will 
issue during the calendar year during which the Current Bonds are issued, will exceed 
$10,000,000; and therefore the District hereby designates the Current Bonds and all interim 
financing obligations, including, but not limited to the Note, issued pursuant to Section 302 
hereof as "qualified tax-exempt obligations". 

(c) The District fbther certifies that the Current Bonds and any and all interim 
financing obligations of the District are not "private activity bonds" within the meaning of the 
Code. 

(d) The District covenants and agrees to comply with the rebate requirements on 
certain excess earnings imposed by Section 148 of the Code, and in the event it is determined 
by the District, upon the advice of Bond Counsel, that the Construction Account, or any other 
Fund established hereunder, is subject to said rebate requirements and does in fact generate 
earnings from "non-purpose investments" in excess of the amount which said investments 
would have earned at a rate equal to the "yield" on the Current Bonds, plus any income 
attributable to such excess, there shall be established a separate and special fund with the 
Depository Bank, which fund shall be designated the "Excess Earnings and Rebate Fund", 
which shall be utilized for the collection and payment of any excess generated from invest- 
ments and the remittance thereof to the United States of America on or before the anniversary 
of the fifth (5th) year from the date of the Current Bonds, and once every five (5) years 
thereafter until the final retirement of the Current Bonds; the last installment, to the extent 
required, to be made no later than sixty (60) days following the date on which funds sufficient 
for the complete retirement of the Current Bonds are deposited with any escrow agent. The 
District further covenants to file any and all reports, if any, as may be required to be filed with 
the Government with regard to the liability or non-liability of the District as to any such rebate 
requirements and to maintain records in regard thereto for the period of time required by 
applicable Treasury regulations. 

32 



Section 1002. Severability Clause. If any section, paragraph, clause or provision of this 
Resolution shall be held invalid, the invalidity of such section, paragraph, clause or provision shall 
not affect any of the remaining provisions of this Resolution, which shall continue in full force and 
effect. 

Section 1003. All Provisions in Conflict Repealed. All motions, resolutions and orders, 
or parts thereof, in conflict with the provisions of this Resolution, are to the extent of such conflict 
hereby repealed. It is hereby specifically ordered and provided that any proceedings heretofore taken 
for the issuance of other bonds of the District payable or secured in any manner by all or any part of 
the income and revenues of said System or any part thereof, and which have not been heretofore 
issued and delivered, are hereby revoked and rescinded, and none of such other bonds shall be issued 
and delivered. The District covenants to correct by appropriate proceedings any required procedure 
previously taken invalidly. 

Section 1004. Effective Immediately Upon AdODtion. This Resolution shall take effect 
and be effective imediately upon its adoption. 

Adopted this February 26,2004. 

PENDLETON COUNTY WATER DISTRICT 

(Seal of District) 

Attest: 

v 

Secretary 
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CERTTFICATION 

I, the undersigned, hereby certify that T am the duly qualified and acting Secretary of the 
Pendleton County Water District of Pendleton County, Kentucky, and that the foregoing Resolution 
is a true copy of a Resolution duly adopted by the Board of Commissioners of said District, signed 
by the Chairman of said District and attested under Seal by me as Secretary, at a properly convened 
meeting of said Board of Commissioners held on February 26,2004, as shown by the official records 
of said District in my custody and under my control. 

I further certify that said meeting was duly held in accordance with all applicable requirements 
of Kentucky law, including KRS 61.810, 61.815, 61.820 and 61.825, that a quorum was present at 
said meeting, that said Resolution has not been modified, amended, revoked or repealed, and that 
same is now in full force and effect. 

TN TESTIMONY WH[EREOF, witness my signature as Secretary and the official Seal of the 
District this February 26,2004. 

(Seal of District) 
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EXHIBIT A 

Payrnent Due 
January 1 

2007 
2008 
2009 
2010 
201 1 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
201 9 
2020 
202 1 
2022 
2023 
2024 
2025 

Schedule of Principal Payments 

Principal 
Payment 

6,000 
7,000 
7,000 
7,000 
7,000 
8,000 
8,000 
8,000 
9,000 
9,000 

10,000 
10,000 
1 1,000 
1 1,000 
12,000 
12,000 
13,000 
13,000 
14,000 

Payment Due 
January 1-. 

2026 
2027 
2028 
2029 
2030 
203 1 
2032 
2033 
2034 
2035 
2036 
2037 
2038 
2039 
2040 
2041 
2042 
2043 
2044 

Principal 
Payment 

14,000 
15,000 
16,000 
16,000 
17,000 
18,000 
19,000 
20,000 
21,000 
2 1,000 
22,000 
23,000 
24,000 
26,000 
27,000 
28,000 
29,000 
30,000 
32,000 



EXHIBIT B 

(FORM OF FULLY REGISTERED BOND) 

UNITED STATES OF M N C A  
COMMONWEALTH OF KENTUCKY 

PENDLETON COUNTY WATER DISTRICT WATERWORKS REVENUEi BONDS, 
SERIES 2004 

NO. R- Interest Rate: % 

KNOW ALL PERSONS BY THESE PRESENTS: 

That the Pendleton County Water District (the "District"), acting by and through its Board 
of Commissioners (the "Commission''), a public body corporate in Pendleton County, Kentucky, for 
value received, hereby promises to pay to 

the registered owner hereof, or to its registered assigns, solely fi-om the fund hereinafter identified, 
the sum of 

-. DOLLARS ($ )Y 

on the first day of January, in years and installments as follows: 

- Year Principal - Year Principal - Year Principal 

[Here the printer of the Current Bond will print the maturities of the Current Bonds purchased by the 
registered Owner] 

and in like manner, solely from said fund, to pay interest on the balance of said principal sum from 
time to time remaining unpaid, at the Interest Rate specified above, semiannually on the first days 
of January and July in each year, beginning with the first January or July after the date of this Bond, 
until said sum is paid, except as the provisions hereinafler set forth with respect to prepayment may 
be and become applicable hereto, both principal and interest being payable, without deduction for 
exchange or collection charges, in lawful money of the United States of America, at the address of 
the registered owner shown on the registration book of the District. 

This Bond is issued by the District under and in f i l l  compliance with the Constitution and 
Statutes ofthe Commonwealth ofKentucky, including Chapters 58 and 74 ofthe Kentucky Revised 



Statutes (collectively the "Act"), and pursuant to a duly adopted Bond Resolution of the District 
authorizing same (the "Current Bond Resolution"), to which Current Bond Resolution reference is 
hereby made for a description of the nature and extent of the security thereby created, the rights and 
limitations of rights of the registered owner of this Bond, and the rights, obligations and duties of 
the District, for the purpose of financing the cost (not otherwise provided) of the construction of 
extensions, additions and improvements to the existing waterworks system of the District (said 
existing waterworks system, together with said extensions, additions and improvements, being 
hereinafter referred to as the "System"). 

This Bond is issued subject to the vested rights and priorities in favor of the owners of the 
outstanding: (i) Pendleton County Water District Waterworks Revenue Bonds of 1977, dated May 
26, 1978 (the 1977 Bonds"), authorized by a Resolution adopted by the Commission of the District 
on August 22,1977 (the 'I 1977 Bond Resolution"); (ii) Pendleton County Water District Waterworks 
Revenue Bonds, Series 1997, dated March 25,1998 (the "1 997 Bonds"), authorized by a Resolution 
adopted by the Commission of the District on May 8, 1997 (the "1997 Bond Resolution"); and 
(iii) Kentucky Rural Water Finance Carporation Multimodal Public Projects, Series 2001 A Loan, 
dated June 27,2001 (the "KRWFC Loan") [hereinafter the 1977 Bonds, the 1997 Bonds and the 
KRWFC Loan shall be collectively referred to as the "Prior Bonds", and the 1977 Bond Resolution 
and the 1997 Bond Resolution shall be collectively referred to as the "Prior Bond Resolution"]. 
Accordingly, this Bond, together with any bonds ranking on a parity herewith, is payable from and 
secured by a pledge of the gross revenues to be derived kom the operation of the System, after 
providing for the requirements of the Prior Bonds. 

This Bond has been issued in full compliance with the Current Bond Resolution and the Prior 
Bond Resolution; and this Bond, and any bonds ranking on a parity therewith that may be issued and 
outstanding under the canditions and restrictions of the Current Bond Resolution and the Prior Bond 
Resolution, are and will continue to be payable from revenues which shall be set aside in a fimd far 
that purpose and identified as the "Pendleton County Water District Waterworks Sinking Fund of 
2004", created in the Current Bond Resolution. 

This Bond does not constitute an indebtedness of the District within the meaning of any 
constitutional or statutory provisions or limitations and is payable solely out of the revenues of the 
System. As provided in the Current Bond Resolution, the District covenants that SO long as any of 
the Prior Bonds and/or this Bond, are outstanding, the System will be continuously owned and 
operated by the District as a revenue producing public undertaking within the meaning of the 
aforesaid Act for the security and source of payment of the Prior Bonds and of this Bond, and that 
the District will fix, and if necessary adjust, from time to time, such rates for the services and 
facilities of the System and will collect and account for the revenues therefrom sufficient to pay 
promptly the principal of and interest on the Prior Bonds, this Bond and all other bonds ranking on 
a parity therewith as may be outstanding from time to time, to pay the cost of operation and 
maintenance of the System and to provide for the depreciation thereof. 

Exhibit B - Page 2 



The District has reserved the right to issue additional bonds ranking on a parity as to security 
and source of payment with this Bond in order to complete the Project, and to finance future 
extensions, additions and improvements to the System, provided the necessary requirements of the 
Current Bond Resolution have been complied with by the District. 

This Bond shall be registered as to principal and interest in the name of the owner hereof, 
after which it shall be transferable onlyupon presentation to the Secretary of the District as the Bond 
Registrar, with a written transfer duly acknowledged by the registered owner or its duly authorized 
attorney, which transfer shall be noted upon this Bond and upon the registration book of the District 
kept for that purpose. 

The District, at its option, shall have the right to prepay, on any interest payment date on and 
afier January 1 , 2014, in inverse chronological order of the installments due on this Bond, the entire 
principal amount of this Bond then remaining unpaid, or such lesser portion thereof, in a multiple 
of One Hundred Dollars ($loo), as the District may determine, at a price in an amount equivalent 
to the principal amount to be prepaid plus accrued interest to the date of prepayment, without any 
prepayment premium. Notice of such prepayment shall be given by registered mail to the registered 
owner of this Bond or its assignee, at least 30 days prior to the date fixed for prepayment. Notice 
of such prepayment may be waived with the written consent of the registered owner of this Bond. 

So long as the registered owner of this Bond is the United States of America, or any agency 
thereof, the entire principal amount of this Bond, or installments in multiples of $100, may be 
prepaid at any time in inverse chronological order of the installments due. 

Upon default in the payment of any principal or interest payrnent on this Bond, or upon 
failure by the District to comply with any other provision of this Bond or with any provision of the 
Current Bond Resolution, the registered owner may, at its option, institute all rights and remedies 
provided by law or by said Current Bond Resolution. 

It is hereby certified, recited and declared that all acts, conditions and things required to exist, 
happen and be performed precedent to and in the issuance of this Bond, do exist, have happened and 
have been performed in due time, form and manner as required by law, and that the face amount of 
this Bond, together with all other obligations of the District, does not exceed any limit prescribed 
by the Constitution or Statutes of the Commonwealth of Kentucky. 
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IN WITNESS WHEREOF said Pendleton County Water District, by its Board of 
Commissioners, has caused this Bond to be executed by its Chairman, its corporate seal to be 
hereunto affixed, and attested by its Secretary, on the date of this Bond, which is 

PENDLETON COUNTY WATER DISTRICT 
Pendleton County, Kentucky 

Attest: 
Chairman 

.-__ ~ 

Secretary 

(Seal of District) 

PROVISION FOR REGISTRATION 

This Bond shall be registered on the registration book of the District kept for that purpose 
by the Secretary, as Bond Registrar, upon presentation hereof to said Secretary, who shall make 
notation of such registration in the registratian blank, and this Bond may thereafter be transferred 
only upon written transfer acknowledged by the registered owner or its attorney, such transfer to be 
made on said book and endorsed hereon. 
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ASSIGNMENT 

Date of Name of Signature 
Registration Registered Owner of Bond Registrar 

I I 

I I 
For value received, this Bond is hereby assigned, without recourse and subject to all of its 

-. -Y this -.- day of -7 
terms and conditions, unto 

-- By: 
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PENDLETON COUNTY WATER DISTRICT 

RURAL DEVELOPMENT REVENUE BONDS ISSUE DATE 
SERIES 2010 

Payment 
Date 

Original Issue 
1/1/2011 
7/1/2011 
1/1/2012 
7/1/2012 
1111201 3 
7/1/2013 
1/1/2014 
7/1/2014 
1/1/2015 
7/1/2015 
111 I201 6 
7/1/2016 
1111201 7 
711 /2017 
1/1/2018 
7/1/2018 
1/1/2019 
711 /2019 
1/1/2020 
7/1/2020 
1 / I  I2021 
711 /2021 
1/1/2022 
7/1/2022 
1/1/2023 
7/1/2023 
111 12024 
7/1/2024 
1/1/2025 
7/1/2025 
1/1/2028 
7/1/2026 
I / I  12027 
7/1/2027 
1/1/2028 
7/1/2026 
111 12029 
7/1/2029 
1/1/2030 
7/1/2030 
1/1/2031 
711 1203 I 
1/1/2032 
7/1/2032 
111 /2033 
7/1/2033 
111 I2034 
7/1/2034 
1/1/2035 
7/1/2035 
1/1/2036 
7/1/2036 
1/1/2037 
7/1/1937 
1/1/1938 
7/1/1 938 
11111 939 
7/1/1939 
1/1/1940 
7/1/1940 
11111 941 
7/1/1941 
1 / I  / I  942 
7/1/1942 
1 / I  / I  943 
7/1/1943 
1/1/1944 
7/1/1944 
11111 945 
711 I1 945 
1/1/1946 
71111 946 
1/1/1947 
711 I1 947 
1/1/1946 
7/1/1948 
1/1/1 949 

Total5 

Principal 
Due 

0 00 

3,000 00 

3,000 00 

3,000 00 

3,000 00 

3,500 00 

3,500 00 

3,500 00 

3,500 00 

4,000 00 

4,000 00 

4,000 00 

4,000 00 

4,500 00 

4,500 00 

4,500 00 

5,000 00 

5,000 00 

5,000 00 

5,500 00 

5,500 00 

5,500 00 

6,000 00 

6,000 00 

6,500 00 

6,500 00 

7,000 00 

7,000 00 

7,500 00 

7,500 00 

8,000 00 

8,000 00 

8,500 00 

8.500 00 

9,000 00 

9,500 00 

9.500 00 

10,000 00 

Interest 
Due 

3,036 30 
3,575 00 
3,575 00 
3,526 25 
3,528 25 
3,477 50 
3,477 50 
3,428 75 
3,428 75 
3,380 00 
3,380 00 
3,323 13 
3,323 13 
3,266 25 
3,268 25 
3,209 38 
3,209 38 
3,152 50 
3,152 50 
3,087 50 
3,087 50 
3,022 50 
3,022 50 
2,957 50 
2,957 50 
2,892 50 
2,892 50 
2,819 38 
2.819 38 
2,746 25 
2,746 25 
2,673 13 
2,673 13 
2,591 88 
2,591 88 
2,510 63 
2,510 63 
2,429 38 
2,429 38 
2,340 00 
2,340 00 
2,250 63 
2,250 63 
2,161 25 
2,161 25 
2,063 75 
2,063 75 
1,966 25 
1,966 25 
1,880 63 
1,860 63 
1,755 00 
1,755 00 
1,641 25 
1,641 25 
1,527 50 
1,527 50 
1,405 63 
1,405 63 
1,283 75 
1,283 75 
1,15375 
1,15375 
1,023 75 
1,023 75 

885 63 
885 63 
747 50 
747 50 
601 25 
601 25 
446 86 
446 88 
292 50 
292 50 
130 00 

MATURITY DATE 
INTEREST RATE 
ORIGINAL ISSUE 

Prlnclpal 
B Interest 

6,611 30 

10,101 25 

10,003 75 

9,906 25 

9,808 75 

10,203 13 

10,089 38 

9,975 63 

9.861 88 

10,240 00 

10,11000 

9,980 00 

9,850 00 

10.21 1 88 

10,065 63 

9,919 38 

10,265 00 

10,102 50 

9,940 00 

10,269.38 

10,090 63 

9,911 88 

10,225 00 

10,030 00 

10,326 88 

10,11563 

10,396 25 

10,168 75 

10,433 13 

10,189 38 

10,437 50 

10,177 50 

10,409 38 

10,133 13 

10,348 75 

10,548 13 

10,239 38 

10,422 50 

7/30/2010 
1/1/2049 
3.250% 

5220,000.00 

Principal 
Balance 

220,000 00 
220,000 00 
220,000 00 
21 7,000 00 
21 7,000 00 
214,000 00 
214,000 00 
21 1,000 00 
21 1,000 00 
208,000 00 
208,000 00 
204,500 00 
204,500 00 
201,000 00 
201,000 00 
197,500 00 
197,500 00 
194,000 00 
194,000 00 
190,000 00 
190,000 00 
186.000 00 
186,000 00 
182,000 00 
182,000 00 
178,000 00 
178,000 00 
173,500 00 
173,500 00 
169,000 00 
169,000 00 
164,500 00 
164,500 00 
159,500 00 
159,500 00 
154,500 00 
154,500 00 
149,500 00 
149,500 00 
144,000 00 
144,000 00 
138,500 00 
136,500 00 
133,000 00 
133,000 00 
127,000 00 
127,000 00 
121,000 00 
121,000 00 
114,500 00 
114,500 00 
108,000 00 
108,000 00 
101,000 00 
101,000 00 
94,000 00 
94,000 00 
86,500 00 
86,500 00 
79,000 00 
79,000 00 
71,000 00 
71,000 00 
63,000 00 
63,000 00 
54,500 00 
54,500 00 
48,000 00 
46,000 00 
37,000 00 
37,000 00 
27,500 00 
27,500 00 
18,000 00 
18,000 00 
8,000 00 
8,000 00 

8,000.00 130.00 8,130.00 0.00 
390,248.80 



BOND RESOLlJTION 

PENDLETON COUNTY WATER DISTRICT 

AUTHORIZING 

PENDLETON COUNTY WATER DISTRICT 

WATERWORKS REVENUE BONDS, SERIES 2010 

IN THE PRINCIPAL AMOUNT OF 

$220,000 
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BOND RESOLUTION 

RESOLUTION OF THE PENDLETON COUNTY WATER DISTRICT 
AUTHORIZING AND PROVIDING FOR THE ISSUANCE ANI) SALE OF 
$220,000 PRINCIPAL AMOI.JNT OF PENDLETON COUNTY WATER 
DISTRICT WATERWORKS REWMJE BONDS, SERIES 2010 FOR Tm 
PURPOSE OF FINANCING THE COST (NOT OTHERWISE PROVIDED) 
OF THE CONSTRUCTION OF EXTENSIONS, ADDITIONS AND 
IMPROVEMENTS TO THE EXISTING WATERWORKS SYSTEM OF SAID 
DISTRICT; SETTING FORTH TERMS AND CONDITIONS UPON WHICH 
SAID BONDS MAY BE ISSTJED AND OUTSTANDING; PROVIDING FOR 
THE COLLECTION, SEGREGATION AND DISTRIBUTION OF THE 
REVENUES OF SAID WATERWORKS SYSTEM; AND PROVIDING FOR 
AN ADVERTISED, PUBLIC, COMPETITIVE SALE OF SAID BONDS. 

WHEREAS, the waterworks system (the "System") of the Pendleton County Water District 
(the "District") is owned and operated by said District pursuant to Chapters 58 and 74 of the 
Kentucky Revised Statutes (the "Act"), and 

WHEREAS, the District presently has outstanding certain Prior Bonds (as hereinafter 
defined), which Prior Bonds are payable from and secured by a pledge ofthe revenues derived from 
the operation o f  the System, and 

WHEREAS, all of the Prior Bonds presently outstanding are current as to payment of both 
principal and interest, and for the security of which a certain Sinking Fund and certain reserves are 
being maintained in the manner and by the means prescribed in the Prior Bond Resolution (as 
hereinafter defined) of the District, authorizing the Prior Bonds, and 

WHEREAS, it is the desire and intent ofthe District at this time to authorize and provide for 
the issuance of revenue bonds in the principal amount of $220,000 (the "Current Bonds"), for the 
purpose of financing the cost (not otherwise provided) of the construction of  extensions, additions 
and improvements to the System of the District, in accordance with plans and specifications 
prepared by TetraTech, Inc. and to prescribe the covenants ofthe District, the rights ofBondowners 
and the details of the issuance and sale of the proposed Current Bonds, and 

WHEREAS, the District desires and intends that the Current Bonds be issued SO as to rank 
on a parity basis with the Series 2004 Bonds, subject to the vested rights and priorities in favor of 
the owners of the outstanding Prior First LAen Bonds, and 

WHEREAS, the Series 2004 Bonds were issued to and are now held by the U.S. Department 
of Agriculture, acting through Rural Development ("RD"), and 

WHEREAS, RD, as the Owner of the Series 2004 Bonds, has consented to the issuance by 
the District of the Current Bonds, and 



WHEREAS, the Public Service Commission of Kentucky has granted to the District a 
Certificate of Public Convenience and Necessity, authorizing the construction of said extensions, 
additions and improvements, and 

WHEREAS, the proceeds ofthe Current Bonds will be supplemented by Grant Proceeds (as 
hereinafter defined) in the amount of approximately $280,000, and by a contribution by the District 
in the amount of  at least $65,600, to provide the total cost of such construction, 

NOW, THEREFORE, IT IS HEREBY RESOLVED BY THE BOARD OF 
COMMISSIONERS OF THE PENDLETON COUNTY WATER DISTRICT, AS FOLLOWS: 
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ARTICLE 1. DEFINITIONS; PURPOSE; AUTHORIZATION OF BONDS; 
SECURITY. 

Section 101. Definitions. As used in this Resolution, unless the context requires otherwise: 

"Act"refers to Chapters 58 and 74 of the Kentucky Revised Statutes. 

"Beginning Month" refers to the month following the month in which the Current Bonds 
authorized herein are issued, sold and delivered to the Purchaser thereof. 

"Bond Counsel" refers to an attorney or firm of attorneys recognized nationally as experts 
in  the field of municipal bond law and shall be deemed to refer to Rubin & Hays, L,ouisville, 
Kentucky, or their successors. 

"Bondowner"or "Ownerl'refer to registered Owners ofthe Current Bonds at the time issued 
and outstanding hereunder. 

"Bondstf collectively refers to the outstanding Current Bonds, Prior Bonds and the Parity 
Bonds. 

"Bonds of I977" or "Series I977 Bonds" refer to the outstanding Pendleton County Water 
District Waterworks Revenue Bonds of 1977, dated May 26, 1978, in the original authorized 
principal amount of $263,000. 

"Bonds of 1997" or "Series I997 Bonds" refer to the outstanding Pendleton County Water 
District Waterworks Revenue Bonds, Series 1997, dated March 25, 1998, in the original authorized 
principal amount of $747,000. 

"Bonds of 2004"or "Series 2004 Bonds" refer to the outstanding Pendletan County Water 
District Waterworks Revenue Bonds, Series 2004, dated January 28,2005, in the original authorized 
principal amount of $596,000. 

"Bond Resolution of I977" or " I  977 Bond Resolution" refer to the Resolution authorizing 
the Bonds of 1977, duly adopted by the Board of Commissioners ofthe District on August 22, 1977. 

"Bond Resolution of I997" or " I  997 Bond Resolutionn refer to the Resolution authorizing 
the Bonds of 1997, duly adopted by the Board of Cornmissioners of the District on May 8, 1997. 

"Bond Resolzition of2004" or "2004 Bond Resolution" refer to the Resolution authorizing 
the Bonds of 2004, duly adopted by the Board of Commissioners of the District on February 26, 
2004. 

"Chairnzan" refers to the elected or appointed Chairman or Chairperson ofthe Commission. 
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"Code" refers to the Internal R.evenue Code of 1986, as amended, and the Treasury 
Regulations relating thereto. 

"Comnzission" refers to the Board of Commissioners of the District, or such other body as 
shall be the governing body of said District under the laws of Kentucky at any given time. 

"Construction Account" refers to the Pendleton County Water District Waterworks 
Construction Account, created in Section 301 (B) of this Current Bond Resolution. 

"Contractors"refers to the general contractors who have been employed by the District to 
construct the Project. 

"Current Bond Resolution" or "ResolutionM refer to this Resolution authorizing the Current 
Bonds. 

"Current Bonds" refers to the $220,000 of Pendleton County Water District Waterworks 
Revenue Bonds, Series 2010 authorized by this Resolution, to be dated as of the date of issuance 
thereof. 

"Current Sinking Fund" refers to the Pendleton County Water District Waterworks Sinking 
Fund of 20 10, created in Section 40 1 of this Resolution. 

"Depository Bank" refers to the bank, which shall be a member of the FDIC, which bank is 
United Kentucky Bank, Falmouth, Kentucky, or its successor. 

"DepreciationFund"refers to the Pendleton County Water District Waterworks Depreciation 
Reserve Fund, described in  Section 402 of this Resolution. 

"District" refers to the Pendleton County Water District of Pendleton and Campbell 
Counties, Kentucky. 

"Engineers" refers to the Engineers or any one of them, who prepared the plans and 
specifications for the construction of the Project and who will supervise the construction thereof 
and/or will furnish full time resident inspection of the construction of the Project, and shall be 
deemed to refer to Tetra Tech, Inc., or a member of said firm, or their successors. 

"Event qfDefault" refers to one or more of the Events of Default set forth in Section 70 1 of 
this Resolution. 

'%lIIICrr refers to the Federal Deposit Insurance Corporation, or its successors. 

"Fiscal Year" refers to the annual accounting period of the District, beginning on January 
1, and ending on December 3 1, of  each year. 
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"Funds" refers to the Construction Account, the Revenue Fund, the Prior Sinking Fund, the 
Current Sinking Fund, the Depreciation Fund and the Operation and Maintenance Fund. 

"Governnzent" refers to the United States of America, or any agency thereof, including RD. 

"Grant Proceeds'' refers to the proceeds of the RD Grant and the Kentucky State Grant. 

"Independent Consulting Engineer'' refers to a consulting engineer or a firm of consulting 
engineers of recognized excellent reputation in the field ofwaterworks system engineering, and such 
definition includes the Engineers named above. 

"Interim Lender" refers to any financial institution or governmental agency approved by the 
District. 

"Kentucky State Grant" refers to the Kentucky State Grant to the District in the amount of 
$225,000. 

"KR WFC Loan 'I refers to the outstanding Kentucky Rural Water Finance Corporation 
Multimodal Public Projects, Series 2001A Loan, dated June 27, 2001, in the original authorized 
principal amount of $374,000. 

"Local Counsel"refers to Judy M. Wright, Esq., Falmouth, Kentucky, or any other attorney 
or firm of attorneys designated by the District. 

"Multiple Advances" refers to the advance of loan funds from the RD as described in 
Section 302 of this Resolution. 

"Note" refers to a single note or any number of notes, in such form as may be prescribed by 
the Interim Lender, including any revenue bond anticipation notes issued pursuant to Chapter 58 of 
the Kentucky Revised Statutes, including any renewal or extensions of the Note, issued by the 
District evidencing the interim financing for the Project as prescribed in Section 302 of this 
Resolution. 

"Operation and Maintenance Fund" refers to the Pendleton County Water District 
Waterworks Operation and Maintenance Fund described in Section 40 1 of this Resolution. 

"0utstandingRonds"refers to the outstanding Bonds, and does not refer to, nor include, any 
Bonds for the payment of the principal and interest of which sufficient funds will have been 
deposited and earmarked for payment of Bonds; provided all Outstanding Bonds of any series held 
by the RD shall be deemed to constitute Outstanding Bonds until paid regardless of the deposit of 
funds to pay for same. 

"Parity Bonds" refers to bonds which may be issued in the future which, pursuant to this 
Resolution, rank on a basis ofparity with the outstanding Bonds, as to priority, security and source 
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of payment, and does not refer to bonds which might be issued so as to rank inferior to the security 
and source of payment of the outstanding Bonds. 

"Prior Bonds" refers collectively to the Series 1977 Bonds, the Series 1997 Bonds, the 
KRWFC Loan and the Series 2004 Bonds. 

"Prior Bond Resolution" refers collectively to the 1977 Bond Resolution, the 1997 Bond 
Resolution and the 2004 Bond Resolution. 

"Prior First Lien Bonds" refers to Series 1977 Bonds, the Series 1997 Bonds and the 
KRWFC Loan. 

"Prior Sinking Fund" refers to the Pendleton County Water District Waterworks Sinking 
Fund, described in Section 401 ofthis Resolution. 

"Project" refers specifically to the construction of the currently proposed extensions, 
additions and improvements to the System of the District, which Project is being financed by the 
Current Bonds and by other funds. 

"Pzrrchaser" refers to the agency, person, firm or firms, or their successors, to whom the 
Current Bonds herein authorized are awarded at the public sale of the Current Bonds. 

"RD"refers to the Rural Development ofthe Department of Agriculture of the United States 
of America. 

"RD Grant" refers to the RD grant described in Section 804 of this Resolution. 

"RequiredSignattrres" refers to the signatures necessary to be obtained with reference to the 
approval of the expenditures to be made from the Construction Account, which required signatures 
shall consist of the signatures of (1) the Chairman; (2) the Engineers; and (3) the Purchaser; 
provided, however, any expenditures for issuance and administrative costs and the costs of any 
equipment which is not permanently affixed to the real estate shall not require the signature or the 
approval of the Engineers. 

"Revenue Fund" refers to the Pendleton County Water District Waterworks Revenue Fund, 
described in Section 401 of this Resolution. 

"SecretagP refers to the elected or appointed Secretary of the Commission, 

"System" refers to the existing waterworks system of the District, together with all 
extensions, additions and improvements to said System. 

"Treasurer" refers to the elected or appointed Treasurer of the Commission. 

6 



"U.S. Obligations" refers to bonds or notes which are the direct obligations of the United 
States of America, or obligations the principal ofand interest on which are guaranteed by the United 
States of America. 

All words and terms importing the singular number shall, where the context requires, import 
the plural number and vice versa. Unless otherwise indicated, references to Articles or Sections 
refers to those in this Resolution. 

Section 102. Puraose. The Current Bonds shall be issued for the purpose of financing the 
cost (not otherwise provided) of the Project, as set out in the plans and specifications prepared by 
the Engineers. The Commission hereby declares the System of the District, including the 
extensions, additions and improvements to be constructed, to constitute a revenue producing public 
project, and said System shall continue to be owned, controlled, operated and maintained by the 
District as a revenue producing public project pursuant to the Act, so long as any Bonds remain 
outstanding. 

Section 103. Construction Award Auuroved; Work Authorized. The Commission 
hereby authorizes, approves, ratifies and confirms its previous action in advertising for and taking 
steps toward awarding the contracts for the construction ofthe Project to the lowest and best bidders, 
and further approves the action of the District officials in entering into formal contracts with said 
bidders, subject to the necessary approvals being obtained. Authority is hereby given for under- 
taking the construction of the Project according to the plans and specifications heretofore prepared 
by the Engineers for the District, after all necessary approvals have been obtained. 

Section 104. Declaration of Period of Usefulness. The Commission hereby declares that 
the period of usefulness of the System is more than forty (40) years from the date of completion of 
the Prqject. 

Section 105. Authorization of Bonds. The District has heretofore determined that the total 
cost of the Project, including preliminary expenses, land and rights-of-way, engineering expense, 
capitalized interest during construction, legal and administrative costs, publication costs, initial 
deposits required and all incidental expenses, will not exceed $565,600. Therefore, it is hereby 
determined to be necessary in order for the District to finance the cost (not otherwise provided) of 
the Project that the District issue a total of $220,000 of Current Bonds, based on the following 
calculation: 
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Total cost of Project $565,600 

Less: 

R.D Grant 
Kentucky State Grant 
District Contribution 

Total Non-Bond Funds: 

$ 55,000 
225,000 

65,600 

(3 45.6001 

Balance to be financed by Current Bonds $220,000 

Accordingly, for the purpose of financing the cost (not otherwise provided) of the Project, 
under the provisions of the Act, there is hereby authorized to be issued and sold $220,000 principal 
amount of Pendleton County Water District Waterworks Revenue Bonds, Series 201 0. 

The Current Bonds shall be dated as of the date of delivery to the Purchaser thereof; shall 
bear interest from such date at such interest rate as may be fixed by supplemental resolution as a 
result of the advertised sale and competitive bidding for such Current Bonds, as hereinafter 
provided; and shall be issued and delivered as prescribed in Section 202 hereof. 

Interest on the Current Bonds shall be payable semiannually on January 1 and July 1 ofeach 
year, provided that the first interest payment period will cover interest only from the date ofdelivery 
of the Current Bonds to the ensuing January 1 or July 1, as the case may be. Principal of the Current 
Bonds shall be payable on January I of each of the respective years until maturity, as set out in 
Section 201 hereof. 

Section 106. Recognition of Prior Bonds. The District hereby expressly recognizes and 
acknowledges that the District has previously created for the benefit and protection of the owners 
of the Prior Bonds, a certain lien and pledge and certain security rights relating to the System, all 
as set forth in the Prior Bonds and in the Prior Bond Resolution. 

Section 107. Current Bonds Shall be Payable on f i t  of Gross Revenues. The Current 
Bonds, the Series 2004 Bonds and any additional Parity Bonds that may be issued under the condi- 
tions and restrictions hereinafter set forth, shall be payable solely out of the gross revenues of the 
System, after providing for the payments on the Prior First Lien Bonds. 

- Section 108. Lien on Contracts. In  addition to the revenue pledge securing the Bonds, a 
lien is hereby created and granted in favor ofthe Bondowners on all contracts, and on all other rights 
ofthe District pertaining to the System, enforceable by assignment to any receiver or other operator 
proceeding by authority of any court. 
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ARTICLE 2. THE BONDS; BOND FORM; PREPAYMENT. 

Section 201. PrinciDal Payments. Principal payments due on the Current Bonds shall be 
as set forth in the schedule of maturities set out in Exhibit A attached to this Resolution and 
incorporated herein. 

Section 202. Issuance of Current Bonds: Bond Form, The Purchaser of the Current 
Bonds at the public sale shall take delivery of the Current Bonds in the form of  one or more fully 
registered bonds, as set forth in Exhibit B attached hereto and incorporated herein, amounting in 
the aggregate to the principal amount of the Current Bonds authorized herein, maturing as to 
principal as set out in Section 201. The Current Bonds shall be numbered R-1 and consecutively 
upward thereafter. Such Current Bonds shall, upon appropriate execution on behalf of the District 
as prescribed, constitute the entire bond issue herein authorized, shall be negotiable (sub-ject to 
registration requirements as to transferability), registered as to principal and interest and payable as 
directed by the registered Owner. 

Section 203. Place of Payment and Manner of Execution. Both principal of and interest 
on the Current Bonds shall be payable at  the place and in the manner set out in the form of such 
Current Bond. The Current Bonds shall be executed on behalf of the District by the manual or 
facsimile signature of the Chairman of the District, with the Corporate Seal of the District affixed 
thereto and attested by the manual or facsimile signature of the Secretary of said District. 

If either of the officers whose signatures appear on the Current Bonds ceases to be such 
officer before delivery of said Current Bonds, such signatures shall nevertheless be valid for all 
purposes the same as if such officers had remained in office until delivery. 

Section 204. Provisions as to Preuayment. Except when all ofthe Current Bonds are held 
by the Government, principal maturities falling due prior to January 1,2020, shall not be subject to 
prepayment. Principal maturities falling due on and after January 1,  2020, shall be subject to 
prepayment by the District on any date falling on and after January 1, 2019, at par plus accrued 
interest, without any prepayment penalty. 

So long as all of the Current Bonds are owned by the Government, all or any of the Current 
Bonds, or in a multiple of $100, may be prepaid at any time in inverse chronological order of the 
principal maturities due, at par plus accrued interest without any prepayment penalty. 

Notice ofsuch prepayment shall be given by certified mail to the Bondowner or his assignee, 
at least 30 days prior to the date fixed for prepayment. Notice of such prepayment may be waived 
with the written consent of the Bondowner. 
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ARTICLE 3 .  CONSTRUCTION ACCOUNT; INTERIM FINANCING; 
APPLICATION OF PROCEEDS; ARBITRAGE LIMITATIONS. 

- Section 301. Construction Account: Apulication ofproceeds of Bonds: Other Transfers 
and Deposits. The Treasurer, or such other District official as shall be designated by the 
Commission, shall be the custodian of all funds belonging to and associated with the System. All 
moneys in excess of the amount insured by the FDIC in the Construction Account shall be secured 
by the Depository Bank in accordance with I.J. S. Treasury Department Circular No. 176. The 
officials of the District entrusted with the receipt and disbursement of revenues of the System and 
the custody of valuable property shall be covered by a fidelity bond in the amount of not less than 
$ 105,000 (the "Fidelity Bond"), or such larger amount as the RD may require, which Fidelity Bond 
shall be effective and secured by a surety company approved by the RD so long as it is owner of any 
of the Current Bonds. The RD and the District shall be named co-obligees in such Fidelity Bond 
and the amount thereof shall not be reduced without the written consent ofthe RD. Whenever sums 
in the Funds shall exceed $105,000, the Fidelity Bond shall be increased accordingly as requested 
by and with the approval of the RD. 

A. Covenants Applicable ifRD Purchases Current Bonds. It is acknowledged 
that all covenants herein with reference to the necessity for approval of the RD, the necessity of 
observing RD regulations and procedures and the necessity of using RD forms (the "RD Forms"), 
shall apply only if the RD is the Purchaser of the Current Bonds and only so long as the RD holds 
the Current Bonds thereafter. In the event that the RD shall not be the Purchaser of the Current 
Bonds, or, after purchasing same, shall sell or transfer the Current Bonds to an Owner who shall not 
be the Government, all covenants herein with reference to the necessity for approval ofthe RD, the 
necessity of observing RD regulations and procedures, and the necessity of using RD Forms, shall 
not be applicable. 

R. Application of Proceeds of Current Bonds. The proceeds of the Current 
Bonds shall be applied as follows: 

(1) Payment of Interim Financing, Costs of Project and Costs of 
Issuance. Simultaneously with the delivery of the Current Bonds, there shall immediately 
be paid to the Interim Lender (or the RD if Multiple Advances are made) an amount 
sufficient to pay principal of and interest on any temporary loans borrowed by the District 
in anticipation of the sale and delivery of the Current Bonds and/ar of the receipt of Grant 
Proceeds. Also, at the time ofdelivery ofthe Current Bonds, there shall be paid all amounts 
then due and payable in connection with the costs of the Project and in connection with the 
issuance of the Current Bonds. 

(2) Construction Account. If and to the extent that the proceeds of the 
Current Bonds shall be in excess of the amount necessary to pay the interest, principal and 
costs referred to in subparagraph B(1) ofthis Section, such excess amount shall immediately 
be deposited in the "Pendleton County Water District Waterworks Construction Account" 
hereby created, which shall be established at the Depository Bank. There shall also be 
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deposited in said Construction Account the Grant Proceeds, as and when received, or said 
Grant Proceeds may be applied, to the extent necessary, to liquidate or reduce any interim 
financing owed by the District at the time of receipt of Grant Proceeds. Simultaneously with 
or prior to the delivery of the Current Bonds, there shall also be deposited in the Construc- 
tion Account the proceeds of the District contribution in the minimum amount of $65,600 
(less any amounts theretofore used for authorized purposes), to supplement the proceeds of 
the Current Bonds and Grant Proceeds in order to assure completion of the Project. 

(3) Withdrawal of Funds From Construction Account. Prior to the 
expenditure by the District of any moneys from the Construction Account, the District must 
obtain written approval from the RD as to such expenditures, if the RD is the Owner of any 
Outstanding Bonds. The proceeds ofsaid Construction Account shall be withdrawn only on 
checks signed by the Chairman, the Treasurer (or by such other official ofthe District as may 
be authorized by the Commission), provided such official shall be covered by the Fidelity 
Bond required by Section 301 ofthis Resolution, in payment for services and/or materials 
supplied in connection with the Project, as evidenced by (1) a Requisition Certificate; and 
(2) invoices and/or partial payment estimates bearing the written approval of the Engineers 
and the Chairman (or by such other official of  the District as may be authorized by the 
Commission), and which invoices and/or partial payment estimates must have been reviewed 
and approved for payment by the designated RD official. 

Written approval or certification of  the Engineers shall not be required for 
matters not under the jurisdiction of the Engineers, such as legal fees, land acquisition and 
related items. 

During construction, the District shall disburse Construction Account funds 
in a manner consistent with RD Instruction 1780. 

The District shall prepare and submit any and all RD Forms required by the 
RD. Periodic audits of the District's Construction Account records shall be made by RD as 
determined by it to be necessary. 

(4) Transfer of Capitalized Interest to Current Sinking Fund. There 
shall be transferred from the Construction Account an amount sufficient to provide for 
capitalized interest (initially estimated at $6,220) during the construction of the Project, as 
approved by the Engineers and by RD. If and to the extent not theretofore expended in 
paying interest on interim financing and if and to the extent then needed to pay interest 
during the remaining period ofconstruction ofthe Project, such amount so transferred from 
the Construction Account shall be deposited in the Current Sinking Fund. 

(5) Investment of Funds in Construction Account. Pending 
disbursement of amounts on deposit in the Construction Account, all such funds, or such 
portion of  said amounts on deposit in said Construction Account as is designated by the 
Commission, shall be invested for the benefit of such Construction Account in Certificates 
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of Deposit, savings accounts or U.S. Obligations which may be converted readily into cash, 
having a maturity date prior to the date when the sums invested will be needed for costs of 
the Project (as determined by the Engineers, the Chairman and the RD), provided that to the 
extent that any amounts on deposit in said Depository Bank shall cause the total deposits of 
the District in said Depository Bank to exceed the amount insured by the FDIC, the same 
shall be continuously secured by a valid pledge of U.S. Obligations, having an equivalent 
market value, in conformity with Section 66.480 of the Kentucky Revised Statutes. 
Investments in Certificates of Deposit may be made only if a separate RD Form 402-4 
Agreement is executed, if the RD has purchased any of the Bonds, and investments in 
Certificates of Deposit or savings accounts may be made only in such Certificates or 
accounts of an FDIC bank. Any such investments will be a part of  the Construction 
Account, and income from such investments will be credited to the Construction Account. 
All such investments shall be subject to the limitations set out in Section 303 hereof. 

(6) Statements of Contractors, Engineers and Attorneys as to 
Payment. Prior to the delivery of the Current Bonds, if the RD is the Purchaser of the 
Current Bonds, the District will be required to provide the RD with statements from the 
Contractors, Engineers and attorneys for the District that they have been paid to date in 
accordance with their contract or other agreements and, in the case of any Contractor, that 
he has paid his suppliers and subcontractors. Any exceptions must be authorized under RD 
Instruction 1780. 

(7)  Disposition ofBalance in Construction Account After Completion 
of Project. When the Project has been completed and all construction costs have been paid 
in full, as certified by the Engineers for the District and/or by the RD, any balance then 
remaining in the Construction Account may, with the consent of  the RD, be applied to the 
cost of constructing additional extensions, additions and improvements to the System (the 
"Additional Construction"). If such Additional Construction is to be undertaken by the 
Contractors previously engaged in the Project, such Additional Construction may be 
authorized by a change order. 

If there is a balance remaining in the Construction Account after such 
Additional Construction, such balance (subject to legal requirements as to possible refund 
of any allocated portion of the balance derived from Grant Proceeds) shall be transferred to 
the Current Sinking Fund, whereupon said Construction Account shall be closed. Such 
remaining balance in the Construction Account so transferred to the Current Sinking Fund 
shall be used by the District immediately to prepay principal installments due on the Current 
Bonds in the inverse order of maturities without prepayment penalty, provided further that 
any balance insufficient to prepay at least $1 00 of the principal payment falling due in any 
year on the Bonds will be transferred to the Depreciation Fund. 
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Section 302. Interim Financing Authorization. 

A. Interim Financing. The District shall use interim financing for the Project 
during construction of that portion of the cost of the Project financed by the Current Bonds, if 
available at reasonable rates and terms. 

The borrowing of up to the aggregate sum of $220,000 from the Interim Lender is 
hereby authorized; and the Chairman is hereby authorized to execute the Note in the name and on 
behalf of the District. Each advance under the Note shall evidence a loan by the Interim Lender to 
the District for services rendered and/or materials supplied in connection with the Project, as 
evidenced by a Requisition Certificate. 

Interim financing shall be disbursed as follows: 

(1 )  At the direction of the District, the Interim Lender shall disburse the 
proceeds of the Note by cashier's checks directly to the parties entitled thereto as set forth 
in the Requisition Certificate; or 

(2) At the direction of the District, the Interim Lender shall deposit the 
proceeds of the Note in the Construction Account, in which event amounts of the District on 
deposit therein shall, until expended to the extent that same shall exceed the amount insured 
by the FDIC, be fully secured by a pledge of U.S. Obligations. 

The aggregate ofthe prin'cipal amount of all Notes shall not exceed $220,000. Each 
Note which is renewed or superseded shall be simultaneously cancelled by the Interim Lender and 
transmitted to the Treasurer. The rate of interest applicable to each Note shall not exceed a 
reasonable rate, which rate is subject to the approval of the RD. 

The total authorized interim financing of $220,000 shall be the maximum 
indebtedness which the District may owe at any one time to the Interim Lender for the purpose of 
providing temporary construction financing for the Prqject; provided, however, that the District may 
reduce the amount owed by the District to the Interim Lender from time to time as and when funds 
are available to the District, whether derived from the proceeds of the Grant Proceeds, the proceeds 
of the sale of the Current Bonds or otherwise, and may reborrow from the Interim Lender additional 
amounts in anticipation ofthe further receipt by the District ofadditianal proceeds from the Current 
Bonds and/or Grant Proceeds. 

The District hereby covenants and agrees with the Interim Lender that upon the 
issuance and delivery of the Current Bonds and/or the receipt of said Grant Proceeds, the District 
will apply the proceeds thereof, to whatever extent may be necessary, in payment of the principal 
amount of the Note, together with accrued interest thereon to the date of such payment; and the 
proceeds of the Current Bonds and Grant Proceeds are hereby pledged therefor, and such pledge 
shall constitute a first and prior charge against said proceeds. 

13 



Although the proceeds of the Current Bonds and Grant Proceeds are pledged to the 
repayment of said interim financing, it is recognized that the Grant Proceeds may be applied to the 
extent required at the time of receipt of the Grant Proceeds, to the payment of costs of the Project 
due and owing by the District at the time of  receipt of such Grant Proceeds, rather than to the 
repayment of portions of the interim financing at that time. If and to the extent that the Grant 
Proceeds are in excess of any costs of the Project due and owing at the time of receipt thereof, such 
Grant Proceeds may be applied, in the same manner as set out hereinabove, to the reduction of the 
amount of the interim financing, after which, such interim financing may again be increased as 
theretofore. The District further pledges the revenues ofthe System to the repayment of said interim 
financing, subject to the vested rights and priorities of the pledges securing the Outstanding Bonds. 

It is understood that the foregoing constitutes an alternative method of obtaining 
interim financing, and does not preclude the authorization and sale, by public advertisement or 
otherwise, of bond anticipation notes and/or grant anticipation notes to the most favorable bidder 
on the open market, by concurrent or subsequent proceedings of the District. 

B. Multiple Advances by RD. In the event the Current Bonds are purchased 
by the RD, and in the event the District is unable to obtain a commitment for interim financing for 
the Project from any Interim Lender at reasonable rates and terms, the Chairman is authorized to 
request Multiple Advances of loan funds from the RD. 

If the RD agrees to make Multiple Advances to the District pending the delivery of  
the Current Bonds, the Chairman is hereby authorized to execute in the name and on behalf of  the 
District any number of Notes. Each such Note, evidencing an advance of h n d s  by the RD to the 
District, shall be in the form prescribed by the RD. 

Each request for an advance from the RD shall be accompanied by a Requisition 
Certificate. The District will also furnish to the RD, prior to the receipt of each Multiple Advance, 
whatever additional documentation shall be requested by the RD, including an updated supplemental 
title opinion of Local Counsel and an updated supplemental preliminary legal opinion of Bond 
Counsel. 

The proceeds of any Multiple Advances shall be either (i) disbursed directly to the 
parties entitled thereto for services and/or materials supplied in connection with the Prqject; or 
(ii) deposited into the Construction Account and disbursed in accordance with the provisions of 
Section 301 hereof, in which event amounts on deposit in such Construction Account shall, until 
expended, to the extent that same shall exceed the amount insured by the FDIC, be h l l y  secured by 
a pledge of U S .  Obligations. 

The proceeds of  the Current Bonds are hereby pledged to the repayment of such 
Multiple Advances, and such pledge shall constitute a first and prior pledge against such proceeds. 
The District further pledges the revenues ofthe System to the repayment ofsaid Multiple Advances, 
subject to the vested rights and priorities of the pledges securing the Outstanding Bonds. 
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Section 303. Arbitrage Limitations on Investment of Proceeds. The District covenants 
and certifies, in compliance with the Code, on the basis ofknown facts and reasonable expectations 
on the date of adoption of this Resolution, that it is not expected that the proceeds of the Current 
Bonds will be used in a rnanner which would cause the Current Bonds to be "arbitrage bonds" within 
the meaning of Section I48 ofthe Code. The District covenants to the Owners ofthe Current Bonds 
that (1) the District will make no use of the proceeds of said Current Bonds which, if such use had 
been reasonably expected on the date of issue of such Current Bonds, would have caused such 
Current Bonds to be "arbitrage bonds"; and (2) the District will comply with all of the requirements 
of the Code to whatever extent is necessary to assure that the Current Bonds shall not be treated as 
or constitute "arbitrage bonds" and that the interest on the Bonds shall be excludable from gross 
income for federal income tax purposes. 

Prior to or at the time of delivery of the Current Bonds, the Chairman and/or the Treasurer 
(who are jointly and severally charged with the responsibility for the issuance of the Current Bonds) 
are authorized to execute such certifications as shall be required by Bond Counsel, setting out all 
known and contemplated facts concerning the anticipated construction, expenditures and 
investments, including the execution of necessary and/or desirable certifications of the type 
contemplated by Section 148 of the Code in order to assure that interest on the Current Bonds shall 
be excludable from gross income for federal income tax purposes and that the Current Bonds will 
not be treated as "arbitrage bonds". 
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ARTICLE 4. FLOW OF FUNDS. 

Section 401. Funds. There was heretofore created in the Prior Bond R.esolution the 
following funds and accounts: 

(a) 
(b) 
(c) 
(d) 

Pendleton County Water District Revenue Fund 
Pendleton County Water District Sinking Fund 
Pendleton County Water District Depreciation Reserve Fund 
Pendleton County Water District Operation and Maintenance Fund 

There is hereby created and established in this Resolution the Pendleton County Water 
District Sinking Fund of 2010. 

Ail ofthe Funds shall be maintained with the Depository Bank so long as any Current Bonds 
remain outstanding, subject to the right of the District to change Depository Banks. 

Section 402. Flow of Funds. All proceedings preliminary to and in connection with the 
issuance of the Outstanding Bonds, including provisions made for (i) the receipt, custody and 
application ofthe proceeds ofthe Outstanding Bonds; (ii) the operation ofthe System on a revenue- 
producing basis; (iii) the segregation, allocation and custody of the revenues derived from the 
operation of the System; (iv) the enforcement and payment of the Outstanding Bonds and (v) the 
depreciation of the System; and all other covenants for the benefit of Bondowners set out in the Prior 
Bond Resolution, are hereby ratified and confirmed and shall continue in force and inure to the 
security and benefit of the Outstanding Bonds, the same as if such provisions and proceedings were 
set out in full herein; provided, further, that after the issuance of the Current Bonds, the income and 
revenues of the System shall be collected, segregated, accounted for and distributed as follows: 

A, Revenue Fund. The District covenants and agrees that it will continue to 
deposit in the Revenue Fund, promptly as received from time to time, all revenues of the System, 
as same may be extended and improved from time to time. The moneys in the Revenue Fund shall 
continue to be used, disbursed and applied by the District only for the purpose and in the manner 
and order of  priorities specified in the Prior Bond Resolution, as hereinafter modified by this 
Resolution, all as permitted by the Act, and in accordance with previous contractual commitments. 

B. Prior Sinking Fund. There shall be transferred from the Revenue Fund and 
deposited into the Prior Sinking Fund on or before the 20th day of each month, for payment of 
interest on and principal of the Prior First Lien Bonds, a sum equal to the total of the following: 

(1) A sum equal to one-sixth (1/6) of the next succeeding interest payment to 
become due on all Prior First Lien Bonds then outstanding, plus 

(2) A sum equal to one-twelfth (1/12) of the principal of all of the Prior First 
Lien Bonds maturing on the next succeeding principal payment date. 
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Said Prior Sinking Fund shall be used solely and only and is hereby pledged for the 
purpose of  paying the principal of and interest on the Prior First Lien Bonds. 

C. Current Sinking Fund. At or after the time that the Current Bonds have 
been delivered, there shall be transferred from the Construction Account into the Current Sinking 
Fund an amount sufficient (currently estimated at $6,220) to provide for capitalized interest during 
the construction of the Project, if and to the extent not theretofore expended in paying interest on 
interim financing and if and to the extent then needed to pay interest during the remaining period 
of construction of the Project. 

After the monthly transfers required in the preceding paragraphs have been paid from 
the Revenue Fund, there shall next be transferred monthly from said Revenue Fund and deposited 
into the Current Sinking Fund on or before the 20th day of each month, for payment of interest on 
and principal of the Current Bonds and the Series 2004 Bonds, a sum equal to the total of the 
fo I 1 owing : 

(1) An amount equal to one-sixth (1/6) ofthe next succeeding six-month interest 
payment to become due on the Current Bonds and Series 2004 Bonds then 
outstanding, plus 

(2) A sum equal to one-twelfth (1/12) ofthe principal ofany Current Bonds and 
Series 2004 Bonds maturing on the next succeeding January I .  

The Current Sinking Fund is hereby pledged for the payment of the interest and the 
principal of the Current Bonds and the Series 2004 Bonds, but subject to the vested rights and 
priorities of  the Prior First Lien Bonds. 

D. Depreciation Fund. Pursuant to the provisions ofthe 2004 Bond Resolution 
which requires that an adjustment be made in the Depreciation Fund upon the issuance of  bonds 
ranking on a parity with the Series 2004 Bonds, it is hereby determined that upon the issuance of 
the Current Bonds, and upon completion of the Project, as certified by the Engineers and by RD, 
there shall next be transferred from the Revenue Fund the sum of at least $90 each month which 
shall be deposited into the Depreciation Fund until there is accumulated in such Depreciation Fund 
the sum of  at least $10,800, which amount shall be maintained, and when necessary, restored to said 
sum of $lO,SOO,  so long as any of the Current Bonds are outstanding and unpaid. These deposits 
are in addition to the deposits required by the Prior Bond Resolution. 

As further security for the Bondowners and for the benefit of the District, it has been 
and is hereby provided that in addition to the monthly transfers required to be made from the 
Revenue Fund into the Depreciation Fund, there shall be deposited into said Depreciation Fund all 
proceeds of connection fees collected from potential customers (except the amounts necessary to pay 
the actual costs and service connections applicable to said potentia1 customers) to aid in the 
financing of the cost of future extensions, additions and improvements to the System, plus the 
proceeds of any property damage insurance (not otherwise used to replace damaged or destroyed 
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property); and any such amounts or proceeds so deposited shall be used solely and only for the 
purposes intended. 

Moneys in the Depreciation Fund may be withdrawn and used by the District, upon 
appropriate certification of the Commission, for the purpose of paying the cost of  unusual or extra- 
ordinary maintenance, repairs, renewals and replacements not included in the annual budget of 
current expenses and/or of paying the costs of constructing future extensions, additions and 
improvements to the System which will either enhance its revenue-producing capacity or will 
provide a higher degree of service, and when necessary, for the purpose of making payments of 
principal and interest on the Bonds ifthe amount on deposit in the Sinking Fund is not sufficient to 
make such payments. 

E. Operation and Maintenance Fund. There shall next be transferred monthly 
from the Revenue Fund and deposited into said Operation and Maintenance Fund, sums sufficient 
to meet the current expenses of operating and maintaining the System. The balance maintained in 
said Operation and Maintenance Fund shall not be in excess of the amount required to cover 
anticipated System expenditures for a two-month period pursuant to the District’s annual budget. 

F. Monthly Principal and Interest Payments if Requested by the RD. So 
long as any of the Bonds are held or insured by the RD, the District shall, if requested by the RD, 
make the payments required by this Section 402, in monthly installments to the RD or to the insured 
Owners of the Bonds. 

G. Surplus Funds. Subject to the provisions for the disposition of the income 
and revenues of the System as set forth hereinabove, which provisions are cumulative, and after 
paying or providing for the payment of debt service on any subordinate obligations, there shall be 
transferred, within sixty days after the end of each fiscal year, the balance of excess h n d s  in the 
Revenue Fund on such date, to the Depreciation Fund for application in accordance with the terms 
of  this Resolution or to the Sinking Fund to be applied to the maximum extent feasible, to the 
prompt purchase or redemption of Outstanding Bonds. 

H. Investment and Miscellaneous Provisions. All monies in the Sinking Fund 
and the Depreciation Fund shall be deposited in the Depository Bank, or such portion thereof as is 
designated by the Commission. All monies in the Sinking Fund and the Depreciation Fund shall be 
invested for the benefit ofsuch respective Funds in Certificates ofTime Deposit or savings accounts 
ofthe Depository Bank or in U.S. Obligations which may be converted readily into cash, having a 
maturity date prior to the date when the sums invested will be needed for the purposes for which 
such funds may be expended, provided that to the extent that any amount ofthe District on deposit 
in the Depository Bank shall cause the total deposits of the District in said Depository Bank to 
exceed the amount insured by the FDIC, such excess amount shall be continuously secured by a 
valid pledge of U.S. Obligations, having an equivalent market value, in conformity with 
Section 66.480 of the Kentucky Revised Statutes. 
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If the Rc) has purchased any of the Outstanding Bonds, investments in Certificates 
ofDeposit may be made only if a separate RD Form 402-4 Agreement is executed. Any such invest- 
ments will be a part o f  the respective Funds from which the proceeds invested are derived, and 
income from such investments will be credited to such respective Funds. All investments of funds 
derived from proceeds ofthe Outstanding Bonds shall be subject to the applicable limitations set out 
in Section 303 hereof. 

All payments into the Funds shall be made on or before the twentieth (20th) day of 
each month, except that when the twentieth (20th) day of any month shall be a Saturday, Sunday or 
a legal holiday, then such payment shall be made on the next succeeding business day. 

AI1 monies held in any of the Funds shall be kept apart from all other District funds 
and shall be deposited in the Depository Bank, and all such deposits which cause the aggregate of 
all deposits of the District therein to be in excess of the amount secured by FDIC, shall (unless 
invested as herein authorized) be secured by a surety bond or bonds or by a pledge of U.S. 
Obligations, having a market value equivalent to such deposit. 

The Treasurer shall keep appropriate records as to payment of principal and interest 
installments and as to payment of  principal of and interest on any Bonds. 

Section 403. a r r e n t  Bonds on a Paritv with Series 2004 Bonds, Subject to Priority of 
Prior First Lien Bonds. It is hereby certified and declared that prior to the issuance of any of the 
Current Bonds, there will have been procured and filed with the District (i) a letter from RD to the 
effect that RD agrees to the issuance of the Current Bonds ranking an a parity as to security and 
source of payment with the Series 2004 Bonds, all of which are owned by RD, together with (ii) a 
certification signed by RD to the effect that a legend has been typed, stamped or otherwise affixed 
on each of the Series 2004 Bonds held by RD, evidencing the agreement of RD as the then Owner 
of the Series 2004 Bands, to the issuance of the Current Bonds so as to rank on a parity with the 
Series 2004 Bonds, such legend to be in substantially the following form: 

The holder of this Bond has consented to the issuance of $220,000 of 
Pendleton County Water District Waterworks R.evenue Bonds, Series 
2010 ranking on a parity as to security and source of payment with 
this Bond. 

Accordingly, it is hereby found and declared that the Current Bonds shall rank and be 
payable on a parity with said outstanding Series 2004 Bands from the gross income and revenues 
of the System, subject to the priority of the outstanding Prior First Lien Bonds. 
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ARTICLE 5. COVENANTS OF DISTRICT 

Section 501. Rates and CharPes. The District shall charge such rates and charges for all 
services and facilities rendered by the System, which rates and charges shall be reasonable, taking 
into account and consideration the cost and value of the System, the cost of  maintaining, repairing 
and operating same and the amounts necessary for the payment of  principal of and interest on 
Outstanding Bonds against the System. The District shall charge such rates and charges as shall be 
adequate to meet the requirements of Articles 4 and 5 hereof. 

The District covenants that it will not reduce the rates and charges for the services rendered 
by the System without first filing with the Secretary a certification of an Independent Consulting 
Engineer that the annual net revenues (defined as gross revenues less operating expenses) ofthe then 
existing System for the fiscal year preceding the year in which such reduction is proposed, as such 
annual net revenues are adjusted, after taking into account the projected reduction in annual net 
revenues anticipated to result from any such proposed rate decrease, are equal to not less than 120% 
of the average annual debt service requirements for principal and interest on all of the then 
Outstanding Bonds payable from the revenues ofthe System, calculated in the manner specified in 
Section 603 hereof. 

Section 502. Books and Accounts: Audit, The District shall maintain proper records and 
accounts relating to the operation of the System and the District's financial affairs; and the 
Bondowners, or  their authorized representatives, shall have the right at all reasonable times to 
inspect the facilities of  the System and all records, accounts and data relating thereto. An annual 
audit shall be made of the books and accounts pertinent to the System by a Certified Public 
Accountant licensed in Kentucky. No later than ninety (90) days after the close of each Fiscal Year, 
copies of such audit reports certified by such Certified Public Accountant shall be promptly mailed 
to the RD without request, so long as the Government is the Owner of any of the Bonds, and to any 
Bondowner that may have made a written request for same. 

Monthly operating reports shall be fbrnished to the RD and to any Bondowner requesting 
same, during the first two (2) years of operation after completion of the Project, and whenever and 
so long as the District is delinquent in any of the covenants set out in the Prior Bond Resolution or 
this Current Band Resolution. Thereafter, quarterly operating reports shall be furnished at all other 
times to the Rz) and to any Bondowner requesting the same. 

Section 503. Svstem to Continue to be Operated on Fiscal Year Basis: Annual Budget. 
While any of the Bonds are outstanding and unpaid, and to the extent permitted by law, the System 
shall continue to be operated and maintained on a Fiscal Year basis. 

Not later than sixty (60) days before the end ofeach Fiscal Year, the District agrees to cause 
to be prepared a proposed annual budget of operating expenses (the "Proposed Budget") of the 
System for the then ensuing Fiscal Year, itemized on the basis of monthly requirements. A copy of 
said Proposed Budget shall be mailed to any Bondowner who may request in writing a copy of such 
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Proposed Budget and to the RD without request, if the Government is the Owner of any of the 
Bonds. 

For the purpose ofthe Proposed Budget, operating expenses shall include all reasonable and 
necessary expenses of operating, repairing, maintaining and insuring the System, but  shall exclude 
depreciation and debt service payments. The District covenants that the operating expenses incurred 
in any year will not exceed the reasonable and necessary amounts therefor, and that the District will 
not expend any amount or incur any obligation for operation or maintenance and repair in excess 
of  the amounts provided for operating expenses in the annual budget, except upon resolution by the 
District that such expenses are necessary to operate and maintain the System. 

Not later than sixty (60) days before the end of each Fiscal Year, the District shall prepare 
an estimate of gross revenues to be derived from the operation of the System for said Fiscal Year, 
and, to the extent that said gross revenues are insufficient (a) to pay debt service requirements on 
all Outstanding Bonds during the ensuing Fiscal Year, (b) to accumulate and maintain all required 
reserves enumerated herein and (c) to pay operating expenses, the District shall revise the rates and 
charges sufficiently to provide the funds so required. 

If the Owners of at least SO% of the principal amount of the Outstanding Bonds, or the 
Government so long as it is the Owner of any of said Outstanding Bonds, so request, the Commis- 
sion shall hold an open hearing not later than thirty (30) days before the beginning of the ensuing 
Fiscal Year, at which time any Bondowner may appear by agent or attorney and may file written 
objections to such proposed budget. Notice of  the time and place of such hearing shall be mailed 
at least fifteen ( 1  5 )  days prior to the hearing to each registered Bondowner and to the Government. 

The District covenants that annually before the first day ofthe Fiscal Year, the annual budget 
for the upcoming Fiscal Year will be adopted substantially in accordance with the Proposed Budget, 
and that no expenditures for operation and maintenance expenses of the System in excess of the 
budgeted amount shall be made during such Fiscal Year unless directed by said District by a specific 
resolution duly adopted. 

Section 504. General Covenan& The District, through its Commission, hereby covenants 
and agrees with the Owners of the Bonds that: 

It will faithfully and punctually perform all duties with reference to the 
System required by the Constitution and laws of the Commonwealth of 
Kentucky; 

It will make and collect reasonable and sufficient rates and charges for 
services and facilities rendered by the System; 

It will segregate the revenues and income from the System and make 
application thereof consistent with and as provided by this Resolution; 
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(4) Unless the written consent of the Owners of  a majority of the principal 
amount of the Outstanding Bonds has been obtained, the District agrees not 
to sell, lease, mortgage or in any manner dispose of any integral part of the 
System, including any and all appurtenances thereto and extensions, 
additions and improvements that may be made thereto, until all of  the 
Outstanding Bonds shall have been paid or provided for in full, as provided 
herein; subject to the provisions of Section 607 hereof; 

( 5 )  It will maintain in good condition and continuously operate the System and 
appurtenances thereto and will charge such rates and charges for the services 
rendered thereby so that the gross income and revenues will be sufficient at 
all times (i) to pay the interest on and principal of the Outstanding Bonds as 
same become due; (ii) to pay the cost of  operating and maintaining the 
System; and (iii) to provide for an adequate depreciation account; and 

(6) It will carry and maintain insurance on properties of the System subject to 
loss or damage in amounts and against hazards substantially in accordance 
with the practices of other districts, cities or corporations which own and 
maintain waterworks systems under similar conditions; and so long as the 
Government is the Owner ofany ofthe Outstanding Bonds, the Government 
will be listed as co-beneficiary on any such policy; and the District shall 
further comply with the insurance requirements of Section 506 hereof 
(involving insurance on motors, tanks and structures). 

Section 505. Other Covenants Applicable&Long as Rp) Owns Anv Bonds. So long 
as the RD shall own any of the Bonds, the District shall comply with such RD regulations, 
requirements and requests as shall be made by the RD, including the furnishing of operating and 
other financial statements, in such form and substance and for such periods as may be requested by 
the RD, the carrying of insurance of such types and in such amounts as the RD may specify, with 
insurance carriers acceptable to the RD and compliance with all of the terms and conditions of the 
Loan Resolution (RD Form 1780-27) adopted and executed by the District, which is hereby 
authorized, approved, ratified and confirmed. 

Section 506. Insurance on Motors, Tanks and Structures. The District shall (a) im- 
mediately after the adoption of this Resolution and (b) at the time of  final acceptance ofthe Prqject, 
insure all electric motors, elevated water storage tanks, pumping stations and major structures of the 
System in an amount recommended by the Engineers and approved by the RD, so long as the RD 
is the Owner of any of the Bonds, for the hazards usually covered in such area, and shall similarly 
insure same in an amount recommended by the Engineers, without the necessity of approval by the 
RD if and whenever the District has Outstanding Bonds against the System and none of such 
Outstanding Bonds are owned by the RD, 
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ARTICLE 6. INFERIOR BONDS AND PARITY BONDS 

Section 601. Inferior Bonds. Except as hereinafter provided below in this Article, the 
District shall not, so long as any Bonds are outstanding, issue any additional bonds payable from the 
revenues of  the System unless the security and/or pledge of the revenues to secure such additional 
bonds are made inferior and subordinate in all respects to the security of the Bonds. 

The District expressly reserves the right at any time to issue its bonds or other obligations 
payable from the revenues of the System and not ranking on a parity basis with the Current Bonds, 
without any proof of previous earnings or net revenues, provided that the consent of the RD must 
be obtained prior to the issuance of any inferior bonds so long as the RD owns any ofthe Bonds, and 
provided hr ther  that, after the initial completion of  the Project, such inferior bonds may be issued 
only for the purpose of providing for future extensions, additions and improvements to the System, 
and only in express recognition ofthe priorities, liens and rights created and existing for the security, 
source of payment and protection of the Outstanding Bonds; provided further, that nothing in this 
Section is intended to restrict or shaII be construed as a restriction upon, the ordinary refunding all 
or a portion of the Outstanding Bonds. 

Section 602. Paritv Bonds to Comalete the Proiect. The District hereby certifies, 
covenants and agrees that in the event that the cost of completion of the construction of the Project 
shall exceed the moneys available to the District from any and all sources, the District shall have the 
right, if necessary, to provide for such excess, and only such excess, through the issuance of Parity 
Bonds, provided the District has obtained a certification from the Engineers to the effect that it is 
necessary to issue the desired amount of Parity Bonds in order to enable the District to pay the cost 
(not otherwise provided) of the completion of the Project, and provided the District has complied 
with the provisions of Section 603 below or has obtained: 

(a) the consent of the RD if the Government is as the Owner of the Prior Bonds 
at that time or the consent of any other Owners of the Prior Bonds, and 

(b) the consent of (1) the RD if the Government is the purchaser of the Current 
Bonds; or (2) the Owners of at least 75% of the principal amount bf the 
Current Bonds outstanding, if the Current Bonds have been issued, sold and 
delivered and are held by Owners other than the Government. 

Section 603. Paritv Bonds to Finance Future Improvements, The District reserved the 
right and privilege, and does hereby reserve the right and privilege, of issuing additional Parity 
Bonds, but only under the conditions specified in the Current Bond Resolution, which conditions 
are as follows: 

The District further reserves the right to add new waterworks facilities and/or to finance 
future extensions, additions and improvements to the System by the issuance of one or more 
additional series of Parity Bonds to be secured by a parity lien on and ratably payable on a parity 
with the Current Bonds, from the revenues of the System, provided: 
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(a) The facilities to be constructed from the proceeds of the additional Parity 
Bonds are made a part of the System and their revenues are pledged as additional security 
for the additional Parity Bonds and for the Outstanding Bonds. 

(b) The District is in compliance with all covenants and undertakings in 
connection with all of the Outstanding Bonds. 

(c) The annual net revenues (defined as gross revenues less operating expenses), 
of the then existing System for the Fiscal Year preceding the year in which such Parity 
Bonds are to be issued, adjusted as hereinafter provided, shall be certified by an independent 
Certified Public Accountant to be equal at least one hundred twenty percent (120%) ofthe 
average annual debt service requirements for principal and interest on all Outstanding Bonds 
payable from the revenues of the System, plus the anticipated debt service requirements of 
any Parity Bonds then proposed to be issued. The calculation ofaverage annual debt service 
requirements of principal and interest on the additional Parity Bonds to be issued shall, 
regardless of whether such additional Parity Bonds are to be serial or term bonds, be 
determined on the basis of the principal of and interest on such Parity Bonds being payable 
in approximately equal annual installments. 

(d) The annual net revenues referred to above may be adjusted for the purpose 
of the foregoing computations to reflect: 

(1) any revisions in the System's schedule of rates or charges being 
imposed on or before the time of the issuance of any such additional Parity Bonds, 
and 

(2) any increase in the annual net revenues to be realized from the 
proposed extensions, additions and improvements being financed (in whole or in 
part) by such additional Parity Bonds; 

provided all such adjustments shall be based upon and included in a certification of an 
Independent Consulting Engineer. 

(e) Compliance with Section 603(a) through (d) shall not be necessary for the 
issuance ofparity Bonds if the District has obtained (1) the written consent of the RD for the 
issuance of such Parity Bonds, if the Government is the Owner of any Bonds at the time of 
issuance of such Parity Bonds; and (2) the written consent of the Owners of all of the then 
outstanding Prior Bonds, and no other prerequisite need be complied with by the District in 
order to issue Parity Bonds. 

Section 604. Covenants to be Complied with at Time of Issuance of Paritv Bonds, The 
Districthereby covenants and agrees that in the event any Parity Bonds are issued, the District shall: 
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(a) Adjust the monthly amount to be deposited into the Sinking Fund on the same 
basis as that prescribed in the provisions establishing such Sinking Fund, to reflect the 
average annual debt service requirements of the Parity Bonds; 

(b) Adjust the minimum annual amount to be deposited monthly into the 
Depreciation Fund on the same basis as that prescribed in the provisions establishing such 
Depreciation Fund, taking into account the firture debt service requirements of all Bonds 
which will then be outstanding against the System; and 

(c) Make such Parity Bonds payable as to principal on January 1 of each year in 
which principal falls due and payable as to interest on January 1 and July I ofeach year until 
the final maturity of such Parity Bonds. 

Section 605. Prepayment Provisions Applicable to Parity Bonds. If, in connection with 
any subsequently issued series of Parity Bonds, it is provided that excess revenues in the Revenue 
Fund shall be used to prepay Outstanding Bonds in advance of scheduled maturity, or if the District 
at its option undertakes to prepay Outstanding Bonds in advance of scheduled maturity, it is agreed 
and understood, for so long as the Government owns any of the Outstanding Bonds, that no such 
prepayment will be effected without the approval of the RD. 

Section 606. Consent of the RD Recardinp Future Bonds. Notwithstanding any other 
provisions of this Resolution, the District agrees that so long as the Government owns any Out- 
standing Bonds against and/or payable from the revenues ofthe System, the District will not issue 
any future bonds, notes or other obligations against, secured by or payable from the revenues of the 
System without the written consent of the RD. 

Section 607. Prioritv of Lien: Permissible Disposition of Surdus or Obsolete Facilities. 
The District covenants and agrees that so long as any of the Prior Bonds andlor Bonds are 
outstanding, the District will not sell or otherwise dispose of any of the facilities of the System, or 
any part thereof, and, except as provided above, the District will not create or permit to be created 
any charge or lien on the revenues thereof ranking equal or prior to the charge or lien of the 
Outstanding Bonds. Notwithstanding the foregoing, the District may at any time permanently 
abandon the use of, or sell at fair market value, any part ofthe facilities ofthe System, provided that: 

(a) The District is in compliance with all covenants and undertakings in 
connection with all of the Outstanding Bonds, and the required reserves for 
such Outstanding Bonds will have been accumulated; 

(b) The District will, in the event of any such sale, apply the proceeds to either 
(1) redemption of Outstanding Bonds in accordance with the provisions 
governing prepayment of bonds in advance of maturity; or (2) replacement 
of the facility so disposed of by another facility, the revenues of which shall 
be incorporated into the System, as hereinbefore provided; 
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(c) The District certifies, in good faith, prior to any abandonment of use, that the 
facilities to be abandoned are no longer economically feasible of producing 
net revenues; and 

(d) The District certifies, in good faith, that the estimated net revenues of the 
remaining facilities of the System for the then next succeeding Fiscal Year, 
plus the estimated net revenues of  the facilities, if any, to be added to the 
System, comply with the earnings requirements hereinbefore provided in the 
provisions and conditions governing the issuance of Parity Bonds. 

Notwithstanding any other provisions hereof, so long as any Bonds are held by the 
Government, the District shall not dispose of its title to the System or to any part thereof, without 
first obtaining the written consent of the RD. 
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ARTICLE 7. DEFAULT AND CONSEQUENCES 

--- Section 701. Events of Default, The following items shall constitute an Event of Default 
on the part of the District: 

The failure to pay principal ofthe Bonds as and when same shall become due 
and payable, either at maturity or by proceedings for redemption. 

The failure to pay any installment of interest on the Bonds when the same 
shall become due and payable or, if any or all of the Outstanding Bonds are 
owned by the RD, within thirty (30) days thereafter. 

The default by the District in the due or punctual performance of any of the 
covenants, conditions, agreements and provisions contained in the Bonds, the 
Prior Bond Resolution or in this Resolution. 

The failure to promptly repair, replace or reconstruct facilities of the System 
that have been damaged and/or destroyed. 

The entering of any order or decree with the consent or the acquiescence of 
the District, appointing a receiver of all or any part of the System or any 
revenues thereof; or if such order or decree shall be entered without the 
acquiescence or consent of the District, its failure to have the order vacated, 
discharged or stayed on appeal within sixty (60) days after entry. 

Section 702. Conseauences of Event of Default. Any Owner of the Current Bonds may 
enforce and compel the performance of all duties and obligations of the District set forth herein, 
Upon the occurrence of an Event of Default, then upon the filing of a suit by any Owner of said the 
Current Bonds, any court having jurisdiction of the action may appoint a receiver to administer said 
System on behalf of the District with power to charge and collect rates sufficient to provide for the 
payment of operating and maintenance expenses and for the payment of principal of and interest on 
the Outstanding Bonds and to provide and apply the income and revenues in conformity with this 
Resolution and with the laws of  the Commonwealth of Kentucky. 

The District hereby agrees to transfer to any bona fide receiver or other subsequent operator 
of the System, pursuant to any valid court order in a proceeding brought to enforce collection or 
payment of the District's obligations, all contracts and other rights of the District pertaining to the 
System, conditionally, for such time only as such receiver or operator shall operate by authority of 
the court. Upon the occurrence of an Event of Default, the Owner of any of the Outstanding Bonds 
may require the governing body of the District by appropriate order to raise the rates a reasonable 
amount consistent with the requirements of this Resolution. 
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ARTICLE 8. CONTRACTUAL PROVISIONS; GRANT APPROVAL; 
MISCELLANEOUS PROVISTONS. 

Section 801. Resolution Contractualwith Bondowners. The provisions ofthis Resolution 
constitute a contract between the District and its Commission and the Owners of the Current Bonds 
as may be outstanding from time to time; and after the issuance of any of said Current Bonds, no 
change, alteration or variation of any kind of the provisions of this Resolution shall be made in any 
manner which will affect an Owner's rights except as herein provided or except with the written 
consent of all Bondowners until such time as all of the Current Bonds and the interest thereon have 
been paid in fu l l  or fully provided for; provided that the Commission may adopt any resolution for 
any purpose not inconsistent with the terms of this Resolution and which shall not impair the 
security of the Owners of  the Current Bonds and/or for the purpose of curing any ambiguity, or of 
curing, correcting or supplementing any defective or inconsistent provisions contained herein or in 
any resolution or other proceedings pertaining hereto. 

It is further agreed that the Owners of 75% in principal amount of the Current Bonds at any 
time outstanding shall have the right to consent to and approve the adoption of resolutions or other 
proceedings, modifjling or amending any of the terms or provisions contained in this Resolution, 
subject to the conditions that (a) this Resolution shall not be so modified in any manner that may 
adversely affect the rights of the Owners of any of the Prior Bonds, nor in any manner that may 
adversely affect the rights of any certain Owners of the Outstanding Bonds without similarly 
affecting the rights of all Owners of such Outstanding Bonds, or to reduce the percentage of the 
number of Owners whose consent is required to effect a further modification and (6) no such change 
may be effected without the consent of the RD so long as the Rn owns any of the Outstanding 
Bonds. 

Section 802. A11 Current Bonds are Equal. The Current Bonds authorized herein shall 
not be entitled to priority one over the other in the application of the income and revenues of the 
System, or with respect to the security for their payment, regardless of the time or times of their 
issuance, it being the intention that there shall be no priority among any of the Current Bonds 
regardless of the fact that they may be actually issued and delivered at different times. 

Section 803. District Obligated to Refund Current Bonds Owned by Government 
Whenever Feasible; Defeasernent Prohibited. So long as the Government is the Owner ofany 
ofthe Current Bonds, if it appears to the Government that the District is able to refund such Current 
Bonds in whole or in part, by obtaining a loan for such purposes from responsible cooperative or 
private credit sources, or to sell bonds of the District in the open market, at reasonable rates and 
terms, for loans or bond issues for similar purposes and periods of time, the District will, upon 
request of the Government, obtain such loan and/or issue such bonds in sufficient amount to repay 
the Government and will take all such action as may be required in connection therewith. 

In addition, so long as the Government is the Owner of any ofthe Current Bonds, the District 
shall not issue any bonds or other obligations for the purpose of defeasing or otherwise terminating 
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the lien of the Current Bonds without immediately prepaying all of the then outstanding Current 
Bonds. 

Section 804. Awroval and Acceptance of RD Grant Agreement. The RD has agreed to 
make a grant to the District in the amount of $55,000 (the "RD Grant") to supplement the proceeds 
of the Current Bonds in order to provide the total cost of the Project, and the RD has requested the 
District to approve, accept and execute RD Form 1780-12 (the "RD Grant Agreement"), setting out 
the terms and conditions upon which said RD Grant will be made. Said RD Grant Agreement is 
hereby approved, and the Chairman and the Secretary are authorized to execute said Rn Grant 
Agreement on behalf of the District. The Chairman and Secretary are also authorized on behalf of 
the District to accept any and all other RD Grants offered to the District in connection with the 
Project and to execute any and all RD Grant Agreements and any other documents as may be 
requested by the RD in connection with F D  Grants which have been and/or which may hereafter be 
approved for such Project. 

Section 805. Authorization, Ratification and Confirmation of Approval and Execution 
of Various Documents. The Commission hereby authorizes, approves, ratifies and confirms the 
previous action of the officers of the District in approving and executing various documents related 
to the financing of the Project, including the following: 

(a) Legal Services Agreement with Bond Counsel. 

(b) Legal Services Agreement with Local Counsel, 

(c) Letter of Intent to Meet Conditions of RD Letter of Conditions (RD 
Form 1942-46). 

(d) Loan Resolution (RD Form 1780-27). 

(e) Agreement for Engineering Services with the Engineers. 

Section 806. Authorization of Condemnation to Acquire Easements and/or Sites. In 
the event that (a) any necessary deeds of easement to allow construction of  the Project over the 
property of any property owner or (b) any necessary deed to the necessary site of any waterworks 
facility of the Pro-ject shall not be obtained through negotiation within ten (10) days after the date 
of adoption of this Resolution and in the event that (1)  such waterworks lines cannot be located 
within the right-of-way of the State and/or County road involved; and/or (2) such waterworks 
facilities cannot be located on a site already owned by the District, Local Counsel is hereby 
authorized and directed to file condemnation actions to obtain such necessary rights-of-way andlor 
sites forthwith, without further authorization or direction from the District or the Commission. 
Local Counsel is further directed to follow the same condemnation procedure in the event that it 
becomes necessary, through change orders, line extensions and/or errors in the location of property 
lines and/or property owners, to obtain additional easements, rights-of-way and/or sites for 
completion of the Project and whenever the necessary deed is not obtained by negotiation at least 
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ten (10) days prior to the date on which construction is contemplated in the respective easement, 
right-of-way and/or site. 

The District further approves the payment from the funds available therefor allocated to the 
costs of the Project to pay any judgment award, or compromise, determined by Local Counsel with 
the acquiescence ofthe Commission, toward the costs of such easements, rights-of-way and/or sites; 
provided, in each instance, that the payment of such funds to satisfy any .judgment, award or 
compromise must first be approved by the RD; and the Commission further determines that if and 
to whatever extent the funds available from the proceeds of the financing contemplated by this 
Resolution shall be inadequate to pay any judgment, award or compromise amount for such 
easements, rights-of-way and/or sites, or if the District is unable to obtain the approval of the RD 
for any such payment, the Commission shall take all reasonably necessary actions, within the powers 
and authority ofthe Commission, to make such additional amount available from all other available 
District resources. 

Section 807. Authorization to File Reauired Financing Statements. In the event that it 
is determined by Bond Counsel or Local Counsel that the District is required to file any financing 
statements under the Kentucky Uniform Commercial Code in order to perfect the pledge ofthe gross 
revenues of the District’s System as security for the Current Bonds, Bond Counsel and/or Local 
Counsel are hereby authorized to prepare and file with the appropriate officials such financing 
statements as they deem necessary. 
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ARTICLE 9. SALE OF CURRENT BONDS 

Section 901. Sale of Current Bonds. The Current Bonds shall be offered publicly for sale 
upon the basis of sealed, competitive bids at such time as the Commission shall designate. 

A suggested form of "Notice of Bond Sale", a suggested form of "Official Notice of Sale of 
Bonds" and a suggested form of "Bid Form", having been prepared in advance by Bond Counsel, 
and all of such documents having been found to be in satisfactory form, a copy of each is hereby 
ordered to be filed in the records of the Secretary with the Minutes of the meeting at which this 
Resolution is adopted. The Notice of Bond Sale shall be signed by the Secretary and may be used 
for the purpose of publishing notice of the sale of the Current Bonds. Copies of such documents 
shall be furnished to any interested parties who may request same. 

In the event that there is no bid or that all bids are rejected, the District may readvertise the 
sale pursuant to this Resolution. 

Section 902. Adjustment in Maturities, Prepayment Provisions and Other Dates, with 
Consent of Purchaser if Deliverv is Delayed. In the event that delivery of the Current Bonds 
authorized herein is delayed for any reason and the District, with the consent ofthe Purchaser ofthe 
Current Bonds, determines it is in the District's best interest to change the maturities, the applicable 
prepayment date or any other dates, the District may adjust the same by a Resolution of the 
Commission approving the adjustments. 
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ARTICLE 10. CONCLUDING PROVISIONS 

Section 1001. Covenant ofDistrict to Take All Necessary Action To Assure Compliance 
with the Code. In order to assure the Owners of the Current Bonds that such Current Bonds shall 
continue to be legal and that interest thereon will continue to be excludable from gross income for 
federal income tax purposes and exempt from all Kentucky income taxation, the District covenants 
to and with the Owners of the Current Bonds to take the following action: 

(a) The District will ( I )  take a11 actions necessary to comply with the provisions 
of the Code necessary to assure that interest on the Current Bonds will be excludable from 
gross income for federal income tax purposes; (2) will take no actions which will violate any 
of the provisions of the Code; and (3) not use the proceeds of the Current Bonds for any 
purpose which will cause interest on the Current Bonds or on interim financing obligations, 
including, but not limited to the Note, issued pursuant to Section 302 hereof to become 
includable in gross income for federal income tax purposes. 

(b) The District hereby certifies that it does not reasonably anticipate that the 
total principal amount of "qualified tax-exempt obligations" within the meaning of 
Section 265(b)(3) of the Code which the District, or any subordinate entity of the District, 
will issue during the calendar year during which the Current Bonds are issued, will exceed 
$3O,OOQ,OOO; and therefore the District hereby designates the Current Bonds and all interim 
financing obligations, including, but not limited to the Note, issued pursuant to Section 302 
hereof as "qualified tax-exempt obligations". 

(c) The District further certifies that the Current Bonds and any and all interim 
financing obligations of the District are not "private activity bonds" within the meaning of 
the Code. 

(d) The District Covenants and agrees to comply with the rebate requirements on 
certain excess earnings imposed by Section 148 ofthe Code, and in the event it is determined 
by the District, upon the advice of Bond Counsel, that the Construction Account, or any 
other Fund established hereunder, is subject to said rebate requirements and does in fact 
generate earnings from "non-purpose investments" in excess of the amount which said 
investments would have earned at a rate equal to the "yield" on the Current Bonds, plus any 
income attributable to such excess, there shall be established aseparate and special fund with 
the Depository Rank, which fund shall be designated the "Excess Earnings and Rebate 
Fund", which shall be utilized for the collection and payment of any excess generated from 
investments and the remittance thereof to the United States of America on or before the 
anniversary of the fifth (5th) year from the date of the Current Bonds, and once every 
five (5) years thereafter until the final retirement ofthe Current Bonds; the last installment, 
to the extent required, to be made no later than sixty (60) days following the date on which 
funds sufficient for the complete retirement of the Current Bonds are deposited with any 
escrow agent. The District further covenants to file any and all reports, if any, as may be 
required to be filed with the Government with regard to the liability or non-liability of the 
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District as to any such rebate requirements and to maintain records in regard thereto for the 
period o f  time required by applicable Treasury regulations. 

Section 1002, Severability Clause. If any section, paragraph, clause or provision of this 
Resolution shall be held invalid, the invalidity of such section, paragraph, clause or provision shall 
not affect any o f  the remaining provisions of this Resolution, which shall continue in f i l l  force and 
effect. 

Section 1003. All Provisions in Conflict Repealed. All motions, resolutions and orders, 
or parts thereat in conflict with the provisions of this Resolution, are to the extent of such conflict 
hereby repealed. It is hereby specifically ordered and provided that any proceedings heretofore 
taken for the issuance of other bonds of the District payable or secured in any manner by all or any 
part of the income and revenues of said System or any part thereof, and which have not been 
heretofore issued and delivered, are hereby revolted and rescinded, and none of such other bonds 
shall be issued and delivered. The District covenants to correct by appropriate proceedings any 
required procedure previously taken invalidly. 

Section 1004. Effective Immediately Upon Adoption. This Resolution shall take effect 
and be effective immediately upon its adoption. 

Adopted this December 17, 2009. 

Pendleton County Water District 

(Seal of District) 

Attest: 
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CERTIFICATION 

I,  the undersigned, hereby certify that I am the duly qualified and acting Secretary of the 
Pendleton County Water District, and that the foregoing Resolution is a true copy of a Resolution 
duly adopted by the Board of Commissioners of said District, signed by the Chairman of said 
District and attested under Seal by me as Secretary, at a properly convened meeting of said Board 
of Commissioners held on December 17,2009, as shown by the official records of said District in 
my custody and under my control. 

I further certify that said meeting was duly held in accordance with all applicable 
requirements of  Kentucky law, including KRS 61.810, 61.815, 61.820 and 61.825, that a quorum 
was present at said meeting, that said Resolution has not been modified, amended, revoked or 
repealed, and that same is now in full force and effect. 

IN TESTIMONY WHEREOF, witness my signature as Secretary and the official Seal ofthe 
District this December 17, 2009. 

(Seal of District) 
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EXHIBIT A 

Payment Due 
- January 1 

2012 
201 3 
2014 
201 5 
2016 
201 7 
201 8 
201 9 
2020 
202 1 
2022 
2023 
2024 
2025 
2026 

2028 
2029 
203 0 

2027 

Schedule of Principal Payments 

Principal 
Payment 

$3,000 
3,000 
3,000 
3,000 
3,500 
3,500 
3,500 
3,500 
4,000 
4,000 
4,000 
4,000 
4,500 
4,500 
4,500 
5,000 
5,000 
5,000 
5,500 

Payment Due 
January I 

203 1 
2032 
2033 
2034 
2035 
2036 
2037 
203 8 
203 9 
2040 
2041 
2042 
2043 
2044 
2045 
2046 
2047 
2048 
2049 

Principal 
Payment 

$5,500 
5,500 
6,000 
6,000 
6,500 
6,500 
7,000 
7,000 
7,500 
7,500 
8,000 
8,000 
8,500 
8,500 
9,000 
9,500 
9,500 

10,000 
8,000 

A- 1 



EXHIBIT R 

(FORM OF FULLY REGISTERED BOND) 

UNITED STATES OF AMERICA 
COMMONWEALTH OF KENTUCKY 

PENDLETON COIJNTY WATER DISTRICT 
WATERWORKS REVENUE BONDS, SERIES 2009 

NO. R-I In teres t Rate: YO $220,000 

KNOW ALL PERSONS BY THESE PRESENTS: 

That the Pendleton County Water District (the "District"), acting by and through its Board 
o f  Commissioners (the "Commission"), a public body corporate in Pendleton and Campbell 
Counties, Kentucky, for value received, hereby promises to pay to 

the registered owner hereof, or to its registered assigns, solely from the fund hereinafter identified, 
the sum of 

DOL,L,ARS ($ 1, 

on the first day of January, in years and installments as follows: 

- Principal - Year Principal - Principal 

[Here the printer of the Current Bond will print the maturities of the Current Bonds purchased by 
the registered Owner] 

and in like manner, solely from said fund, to pay interest on the balance of said principal sum from 
time to time remaining unpaid, at the Interest Rate specified above, semiannually on the first days 
ofJanuary and July in each year, beginning with the first January or July after the date ofthis Bond, 
until said sum is paid, except as the provisions hereinafter set forth with respect to prepayment may 
be and become applicable hereto, both principal and interest being payable, without deduction for 
exchange or collection charges, in lawkl money of the United States of America, at the address of 
the registered owner shown on the registration book of the District. 
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This Bond is issued by the District under and in full compliance with the Constitution and 
Statutes of the Cornmonwealth of Kentucky, including Chapters 58 and 74 ofthe Kentucky Revised 
Statutes (collectively the "Act"), and pursuant to a duly adopted Bond Resolution of the District 
authorizing same (the "Current Bond Resolution"), to which Current Bond Resolution reference is 
hereby made for a description of  the nature and extent of the security thereby created, the rights and 
limitations of rights of  the registered owner of  this Bond, and the rights, obligations and duties of 
the District, for the purpose of financing the cost (not otherwise provided) of the construction of 
extensions, additions and improvements to the existing waterworks system of the District (said 
existing waterworks system, together with said extensions, additions and improvements, being 
hereinafter referred to as the "System"). 

This Bond is issued on a parity as to security and source of payment with the outstanding 
Pendleton County Water District Waterworks Revenue Bonds, Series 2004, dated January 28,2005 
(the "2004 Bonds"), authorized by a Resolution adopted by the Commission of the District on 
February 26, 2004 (the "2004 Bond Resolution"); but subject to the vested rights and priorities in 
favor of the owners o f  the outstanding (i) Pendleton County Water District Waterworks Revenue 
Bands of  1977, dated May 26, 1978 (the " 1  977 Bonds"), authorized by a Resolution adopted by the 
Commission ofthe District on August 22, 1977 (the"1977 Bond Resolution"); (ii) Pendleton County 
Water District Waterworks Revenue Bonds, Series 1997, dated March 25, 1998 (the "1 997 Bonds"), 
authorized by a Resolution adopted by the Commission of the District on May 8, 1997 (the "1997 
Bond Resolution"); and (iii) Kentucky Rural Water Finance Corporation Multimodal Public 
Pro-jects, Series 2001A Loan, dated June 27, 2001 (the "KRWFC Loan") [hereinafter the 1977 
Bonds, 1997 Bonds and KRWFC Loan shall be collectively referred to as the "Prior Bonds"]. 
Accordingly, this Bond, the 2004 Bonds, together with any bonds ranking on a parity herewith, are 
payable from and secured by a pledge of the gross revenues to be derived from the operation of the 
System, after providing for the requirements o f  the Prior Bonds. 

This Bond has been issued in full compliance with the Current Bond Resolution and the2004 
Bond Resolution; and this Bond, and any bonds ranking on a parity therewith that may be issued and 
outstanding under the conditions and restrictions ofthe Current Bond Resolution and the 2004 Bond 
Resolution, are and will continue to be payable from revenues which shall be set aside in a fund for 
that purpose and identified as the "Pendleton County Water District Waterworks Sinking Fund". 

This Bond does not constitute an indebtedness of the District within the meaning of any 
constitutional or statutory provisions or limitations and is payable solely out of the revenues of the 
System. As provided in the Current Bond Resolution, the District covenants that so long as any of 
the 2004 Bonds and/or this Bond, are outstanding, the System will be continuously owned and 
operated by the District as a revenue producing public undertaking within the meaning of the 
aforesaid Act for the security and source of payment of the 2004 Bonds and of this Bond, and that 
the District will fix, and if necessary adjust, from time to time, such rates for the services and 
facilities of the System and will collect and account for the revenues therefrom sufficient to pay 
promptly the principal of and interest on the 2004 Bonds, this Bond and all other bonds ranking on 
a parity therewith as may be outstanding from time to time, to pay the cost of operation and 
maintenance of the System and to provide for the depreciation thereof. 
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The District has reserved the right to issue additional bonds ranking on aparity as to security 
and source of payment with this Bond in order to complete the Project, and to finance future 
extensions, additions and improvements to the System, provided the necessary requirements of the 
Current Bond Resolution have been complied with by the District. 

This Bond shall be registered as to principal and interest in the name of the owner hereof, 
after which it shall be transferable only upon presentation to the Secretary ofthe District as the Bond 
Registrar, with a written transfer duly acknowledged by the registered owner or its duly authorized 
attorney, which transfer shall be noted upon this Bond and upon the registration book ofthe District 
kept for that purpose. 

The District, at its option, shall have the right to prepay, on any interest payment date on and 
after January 1,201 9, in inverse chronological order of the installments due on this Bond, the entire 
principal arnount of this Bond then remaining unpaid, or such lesser portion thereof, in a multiple 
o f o n e  Hundred Dollars ($loo), as the District may determine, at a price in an amount equivalent 
to the principal amount to be prepaid plus accrued interest to the date of prepayment, without any 
prepayment premium. Notice of such prepayment shall be given by registered mail to the registered 
owner of this Bond or its assignee, at least 30 days prior to the date fixed for prepayment. Notice 
of  such prepayment may be waived with the written consent of the registered owner of this Bond. 

So long as the registered owner ofthis Bond is the United States ofAmerica, or any agency 
thereof, the entire principal amount of this Bond, or installments in multiples of $100, may be 
prepaid at any time in inverse chronological order of the installments due. 

Upon default in the payment of any principal or interest payment on this Bond, or upon 
failure by the District to comply with any other provision of this Bond or with any provision of the 
Current Bond Resolution, the registered owner may, at its option, institute all rights and remedies 
provided by law or by said Current Bond Resolution. 

It is hereby certified, recited and declared that all acts, conditions and things required to 
exist, happen and he performed precedent to and in the issuance of this Bond, do exist, have 
happened and have been performed in due time, form and manner as required by law, and that the 
face amount of this Bond, together with all other obligations of the District, does not exceed any 
limit prescribed by the Constitution or Statutes of the Commonwealth of Kentucky. 
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IN WITNESS WHEREOF said Pendleton County Water District, by its Board of 
Commissioners, has caused this Bond to be executed by its Chairman, its corporate seal to be 
hereunto affixed, and attested by its Secretary, on the date of this Bond, which is 

---I--- 
-- 

PENDLETON COUNTY WATER DISTRICT 

BY ---- - 
Chairman 

Attest: 

Secretary 

(Seal of District) 

PROVISION FOR REGISTRATION 

This Bond shall be registered on the registration book of the District kept for that purpose 
by the Secretary, as Bond Registrar, upon presentation hereof to said Secretary, who shall make 
notation of such registration in the registration blank, and this Bond may thereafter be transferred 
only upon written transfer acknowledged by the registered owner or its attorney, such transfer to be 
made on said book and endorsed hereon. 

I I 
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ASSIGNMENT 

For value received, this Bond is hereby assigned, without recourse and subject to all of its 
terms and conditions, unto ., this _____ day of Y 
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Kentucky Association of Counties Leasing: Trust Program 
P ~ W ~ t a I m k m m  

EXHIBIT B 
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LEASE AGREEMENT 

KENTUCKY ASSOCIATION OF COUNTIES 
LEASING TRUST PROGRAM 

LESSEE : Pendleton County Fiscal Court 

LESSEE'S ADDRESS: Pendleton County Courthouse 

Main Street 

Falmouth, KY 41040 

DATE OF LEASE: April 3, 1997 

TERMINATION DATE: February 1, 2017 

This Lease Agreement constitutes a Security Agreement under the 
Kentucky Uniform Commercial Code and all right, title and interest of the 
Lessor herein has been assigned to Liberty National Bank and Trust 
Company of Louisville, as trustee under a Trust Indenture dated as of 
March 1, 1989 between it, Pendleton County, Kentucky and the Lessor. 
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LEASE AGREEMENT 

THIS LEASE AGREEMENT, d a t e d  t h e  d a t e  shown on t h e  cove r  page 
he reo f  ( t o g e t h e r  w i t h  any amendments h e r e t o  made i n  accordance 
herewi th ,  t h i s  ltbeaseI1), is e n t e r e d  i n t o  by and  between t h e  
Kentucky Assoc ia t ion  of Counties  Leasing T r u s t  ( t h e  lvLesso r l l ) ,  a s  
t h e  lessor hereunder ,  a t r u s t  du ly  c r e a t e d  and e x i s t i n g  under  t h e  
laws of t h e  Commonwealth of Kentucky ( t h e  8 t S t a t e 8 8 ) ,  and t h e  lessee 
shown on t h e  cover  page he reo f  ( t he  "Lesseer8) , as lessee hereunder ,  
a body p o l i t i c  and c o r p o r a t e  v a l i d i t y  e x i s t i n g  under  t h e  
c o n s t i t u t i o n ,  s t a t u t e s  and laws of t h e  State. 

W I T N E S S E T H :  

WHEREAS, t h e  F i s c a l  Court  of t h e  Lessee ( t h e  " F i s c a l  Court")  
h a s  t h e  power, pursuant  t o  Kentucky Revised S t a t u t e s ,  S e c t i o n s  
67.080 and 67.083 t o  e n t e r  i n t o  lease agreements w i t h  o r  w i thou t  
t h e  o p t i o n  t o  purchase i n  order t o  provide f o r  t u s e  of p r o p e r t y  
for p u b l i c  purposes;  

WHEREAS, t h e  Fiscal  Court  has  prev ious ly  de te rmined ,  and 
hereby f u r t h e r  de te rmines ,  t h a t  the Lessee is i n  need of t h e  
Project, as def ined  h e r e i n ;  

WHEREAS, t he  F isca l  Court  has determined and hereby 
de termines  t h a t  it is i n  t h e  best i n t e r e s t s  of t h e  Lessee t h a t  t h e  
Lessee and t h e  Lessor  e n t e r  i n t o  t h i s  Lease f o r  t h e  l e a s i n g  by t h e  
Lessee from t h e  Lessor of t h e  P r o j e c t ;  

WHEREAS, t h e  execu t ion ,  d e l i v e r y  and performance of t h i s  
Lease, have been a u t h o r i z e d ,  approved and directed by t h e  F i s c a l  
Court  by an ord inance  o r  r e s o l u t i o n  f i n a l l y  passed and adopted by 
t h e  Fiscal  Court;  

WHEREAS, t h e  execu t ion ,  d e l i v e r y  and performance of t h i s  Lease 
by the  Lessor  have been a u t h o r i z e d ,  approved and directed by a l l  
necessa ry  and a p p r o p r i a t e  a c t i o n  of t h e  Lessor;  

WHEREAS, the  Lessor desires t o  lease the P r o j e c t  t o  t h e  
Lessee, and t h e  Lessee desires t o  lease t h e  P r o j e c t  f r o m  t h e  
Lessor ,  pursuant  t o  t h e  terms and cond i t ions  and for t h e  purposes  
set  f o r t h  h e r e i n ;  and 

WHEREAS, t h e  Base R e n t a l s  and Addi t iona l  R e n t a l s  payable  by 
t h e  Lessee under t h e  Lease are a l i m i t e d  o b l i g a t i o n  of t h e  Lessee, 
payable  from t h e  a p p r o p r i a t i o n  i n  each y e a r  he reo f  of moneys 
s u f f i c i e n t  t o  pay such Base R e n t a l s  and Addi t iona l  R e n t a l s .  
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NOW, THEREFORE, for and in consideration of the mutual 
promises and covenants herein contained, the parties hereto agree 
as follows: 

ARTICLE I 

DEFINITIONS 

All words and phrases will have the meanings specified below 
unless the context clearly requires otherwise. Terms not defined 
herein will have the meanings assigned to them in the Indenture. 

"Additional Rentals" means the aggregate of (i) any expenses 
(including attorneys' fees and expenses) of the Lessor and/or the 
Credit Facility Provider in defending an action or proceeding in 
connection with this Lease and/or any Collateral Documents relating 
to this Lease or in enforcing the provisions of this Lease and/or 
any Collateral Documents relating to this Lease, (ii) any taxes or 
any other expenses, including, but not limited to, licenses, 
permits, state and local sales and use or ownership taxes or 
property taxes and recording fees and/or other fees which the 
Lessor is expressly required to pay as a result of or in connection 
with this Lease and/or any Collateral Documents relating to this 
Lease, (iii) any deficiency in the Lessee's Proportionate Share of 
the Debt Service Reserve Requirement (together with interest that 
may accrue on said amounts in the event that the Lessee fails to 
pay the same, as set forth herein), (iv) the Lessee's Proportionate 
Share of any Administrative Fees, Credit Fees and Fiduciary Fees 
to the extent the same are not included in and paid as Base 
Rentals, (v) for Fiscal Years in which the principal component of 
Base Rentals do not correspond to fixed rate Bonds, the Lessee's 
Proportionate Share of interest on variable rate Bonds, as provided 
in Section 6.l(e), and (vi) any deficiency in investment income on 
the Lessee's Proportionate Share of the Debt Service Reserve 
Requirement f o r  purposes of paying interest on the Lessee's 
Proportionate Share of a principal amount of Bonds equal to the 
Debt Service Reserve Requirement, and (vii) any costs incurred by 
the Lessor,in connection with a Rate Swap Termination which occurs 
by reason of an Event of Default or an Event of Nonappropriation. 

"Administrative Fees" means the fees and expenses of the 
Lessor in administering the Program. 

"Base Rentals" means the payments payable by the Lessee 
pursuant to Section 6 . l ( a ) ,  which constitute the payments payable 
by t h e  Lessee f o r  and in consideration of the right to use and the 
option to purchase the Project. 
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lfBondsll means the $200,000,000 Money Market Municipal Multi- 
County Lease Revenue Bonds (Kentucky Association of Counties 
Leasing Trust Program) Series 1989 issued by the Issuer to fund the 
Kentucky Association of Counties Leasing Trust Program. 

llBusiness Dayt1 means any day of the year other than a 
Saturday, Sunday or other day on which banks in the City of New 
York, New York or the State are authorized or required by law o r  
executive order to close. 

llCodetl means the Internal Revenue Code of 1.986, as amended. 

llCollateral Document" means the Letter of Credit and the 
Mortgage and any other mortgage, letter of credit, escrow 
agreement, guaranty, security agreement, pledge agreement, title 
insurance policy or other document, if any, required by the Credit 
Facility Provider, in form and substance acceptable to the Credit 
Facility Provider, and securing the obligations of the Lessee under 
this Lease or granting a lien on or security interest in the 

If no 
Collateral Documents are required by the Credit Facility Provider, 
references herein to Collateral Documents will be disregarded and 
of no force and effect. 

' Project or executed in connection with this Lease. 

ttCompletion Date" means the date on which completion of the 
construction, acquisition, installation and equipping of the 
Project occurs, as evidenced by the certificate provided for in 
Section 7.4. 

tfCostsll means, with respect to a Project, a l l  or any part of 
the cost of construction, installation and acquisition of all land, 
buildings, structures, machinery and equipment; finance charges; 
extensions, enlargements, additions, replacements, renovations and 
improvements; engineering, financial and legal services; plans, 
specifications, studies, surveys, estimates of cost of revenue, 
administrative expenses, expenses necessary or incidental to 
determining the feasibility or practicability of constructing a 
Project; and such other expenses as may be necessary or incidental 
to the construction, installation and acquisition of a Project, the 
financing of such construction, installation and acquisition, 
interest during construction, installation or acquisition and the 
placing of the Project in service. 

Ifcredit Facility" means the Credit Facility which supports the 
payment and purchase of the Bonds, initially the irrevocable, 
direct pay letter of credit issued by the initi.al Credit Facility 
Provider. 
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"Credit Facility Provider" means the issuer of the Credit 
Facility, initially Commonwealth Bank of Australia, acting through 
its New York Branch. 

"Credit Fees" means all fees, expenses (including attorneys' 
fees and expenses) and other amounts which are payable to the 
Credit Facility Provider under the Credit Facility Agreement. 

''Event of Nonappropriation'l means an event described in 
Section 6.6(a). 

"Fiduciary Fees" means all fees, expenses (including 
attorneys' fees and disbursements) and other amounts payable to 
the Trustee, the Paying Agent, the Registrar, the Remarketing Agent 
and any independent certified public accountants or independent 
financial consultants and other consultants i.n connection with the 
Program. 

'IFinancing Statements" means Uniform Commercial Code financing 
statements (on Form UCC-1 and/or UCC-3) naming the Lessee as 
debtor, the Lessor as secured pa,rty and the Trustee as assignee of 
the secured party. 

"Fiscal Court" means the duly elected governing board of the 
Lessee or any successor to its functions. 

"Fiscal Year'' means the twelve (12) month period of each year 
commencing on July 1 and ending on the next June 3 0 .  

I'Force Majeureft means the following: acts 'of God; strikes, 
lockouts or other industrial disturbances; acts of public enemies; 
orders of restraints of any kind of the government of the United 
States of America or of the State or any of their departments, 
agencies or officials or any civil or military authority; 
insurrection; riots; landslides; earthquakes; fires; storms; 
droughts; floods; explosions; breakage of or accidents to 
machinery, transmission pipes or canals; or any other cause or 
event not within the control of the Lessee but not due to the 
Lessee's negligence, excluding, however, any cause or event that 
can be cured by the payment of money. 

''Indenturet1 means the Trust Indenture dated as of March 3., 
1989, between the Issuer, the Trustee and the Lessor and any 
amendments or supplements thereto. 

"Independent Counsel'' means an attorney duly admitted to the 
practice of law before the highest court in the State and who is 
not an employee of the Lessor or the Lessee. 
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' l fssuer l l  means Pendleton County, Kentucky. 

llLeasell means t h i s  Lease Agreement and any amendments o r  
supplements hereto e n t e r e d  i n t o  i n  accordance w i t h  t h e  p r o v i s i o n s  
he reo f ,  i n c l u d i n g  t h e  E x h i b i t s  a t t ached  h e r e t o .  

llLease Ren ta l  Paymentsv1 means Base R e n t a l s  and A d d i t i o n a l  
Ren ta l s .  

"Lease Term" means t h e  t e r m  of  t h i s  Lease a s  determined 
pursuant  t o  A r t i c l e  I V  he reo f .  

lfLesseetl means t h e  Lessee i d e n t i f i e d  on t h e  cover  page h e r e o f .  

"Lessee A c q u i s i t i o n  Accountt1 means t h e  account  by t h a t  name 
established f o r  t h e  Lessee by t h e  Trus tee  under t h e  Inden tu re .  

"Lessee Represen ta t ive i1  means t h e  person o r  pe r sons  a t  t h e  
t i m e  des igna ted  t o  ac t  on behalf of t h e  Lessee for t he  purpose  of 
performing any ac t  under t h i s  Lease by a w r i t t e n  cer t i f ica te  
fu rn i shed  t o  t h e  Lesso r  c o n t a i n i n g  the  specimen s i g n a t u r e  of such  
person o r  pe r sons  and s igned  on behal f  of t h e  Lessee by a n  
au tho r i zed  o f f i c i a l  of t h e  Lessee. 

tlLessorll means Kentucky Assoc ia t ion  of Counties  Leasing T r u s t ,  
a c t i n g  as lessor under  t h i s  Lease, o r  any successo r  there to  a c t i n g  
as lessor under  t h i s  Lease. 

ltLessor Represen ta t ive"  means any person o r  pe r sons  a t  t h e  
t i m e  des igna ted  t o  a c t  on behalf of t h e  Lessor for purposes  of 
performing any a c t  on behalf of t h e  Lessor  under  t h i s  Lease by a 
w r i t t e n  certif icate f u r n i s h e d  t o  t h e  Lessee c o n t a i n i n g  t h e  specimen 
s i g n a t u r e  of such  person  o r  persons  and s igned  on beha l f  of t h e  
Lessor  by an  a u t h o r i z e d  of f icer  of  t h e  Lessor. 

I ' L e t t e r  of  C r e d i t "  means, as of any t i m e ,  t h e  l e t t e r  of 
c r e d i t ,  i f  any, which is i n  effect a t  such t i m e  i n  accordance w i t h  
t h e  p r o v i s i o n s  of S e c t i o n  11.5. I f  no Let te r  of  C r e d i t  is r e q u i r e d  
by t h e  C r e d i t  F a c i l i t y  Provider ,  r e f e r e n c e s  h e r e i n  t o  t h e  L e t t e r  
of C r e d i t  w i l l  be d i s r e g a r d e d  and of no f o r c e  or  effect .  

llMortgagell means t h e  rea l  e s t a t e  mortgage on t h e  S i t e  from t h e  
Lessor t o  t h e  T r u s t e e  ( i f  t h e  same is requ i r ed  by t h e  terms of t h i s  
Lease). 

when used wi th  r e s p e c t  t o  any performance o r  
payment bond proceeds o r  proceeds of insurance, including self- 
insurance ,  r e q u i r e d  hereunder ,  o r  any condemnation award, o r  any 
proceeds r e s u l t i n g  from d e f a u l t  o r  breaches of warran ty  under  t h e  
cons t ruc t ion  c o n t r a c t  o r  any other  c o n t r a c t  r e l a t i n g  t o  t h e  
Project,  o r  any p o r t i o n  t h e r e o f ,  o r  proceeds from t h e  sa le ,  

W e t  P roceeds tVV 
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sc rapp ing  o r  t r a d e - i n  ( i n  which even t  t h e  proceeds from a t r a d e - i n  
s h a l l  be deemed t o  be t h e  amount of any credit r ece ived  upon such 
t r a d e - i n )  of  t h e  P r o j e c t  o r  any p o r t i o n  thereof by t h e  Lessee 
pursuant  t o  S e c t i o n  10 .3  (b )  ' of t h i s  Lease, means t h e  amount 
remaining a f t e r  deduct ion  from such proceeds o r  award of (i) all 
expenses  ( inc lud ing ,  wi thout  l i m i t a t i o n ,  a t t o r n e y s '  fees and c o s t s )  
i n c u r r e d  i n  t h e  c o l l e c t i o n  of such proceeds o r  award, and (ii) all. 
other fees, expenses and payments i n c u r r e d  i n  connec t ion  w i t h  t h e  
e v e n t  g i v i n g  rise t o  such proceeds o r  award and due t o  t he  Lessee, 
t h e  Trus t ee ,  t h e  C r e d i t  F a c i l i t y  Provider ,  t h e  I s s u e r  o r  t h e  
Lessor. 

l lOff icer fs  Cer t i f ica te t1  means a c e r t i f i c a t e  s igned  by an 
au tho r i zed  o f f i c i a l  of t h e  Lessee o r  by any o the r  r e p r e s e n t a t i v e  
des igna ted  from t i m e  t o  t i m e  f o r  such purpose by t h e  Lessee. 

IIPaying Agentft means Chemical Bank, N e w  York, N e w  York, o r  any 
s u c c e s s o r  paying agent  f o r  t h e  Bonds appointed pursuant  t o  t h e  
Indenture .  

"Permit ted Encumbrancestt means,' a s  of any p a r t i c u l a r  t i m e ,  (a) 
l i e n s  for t a x e s  and assessments  n o t  t hen  d e l i n q u e n t ,  o r  l i e n s  which 
may remain unpaid pursuant  t o  the  p r o v i s i o n s  o f  S e c t i o n  1 0 . 4  and 
S e c t i o n  1 2 . 2 ;  (b) t h i s  Lease; (c) t h e  Mortgage; (a) u t i l i t y ,  access 
and other  easements and r i g h t s  of way, r e s t r i c t i o n s  and excep t ions  
which do no t ,  i n  the  opin ion  of t h e  Independent Counsel, i n t e r f e r e  
w i t h  o r  impair  t h e  t i t l e  t o  o r  t h e  u s e  and enjoyment of t h e  
P r o j e c t ;  (e) any f inanc ing  s t a t e m e n t s  f i l e d  t o  perfect s e c u r i t y  
in te res t s  created o r  pe rmi t t ed  by +h i s  Lease o r  any C o l l a t e r a l  
Document, ( E )  any l i e n s ,  mortgages, s e c u r i t y  i n t e r e s t s  and o ther  
encumbrances t h a t  are s u b j e c t  and subord ina te  i n  a l l  r e s p e c t s  t o  
t h e  l i e n s ,  mortgages and s e c u r i t y  i n t e r e s t s  of  t h i s  Lease, t h e  
Inden tu re  and t h e  Mortgage and t h a t  are  (i) approved i n  w r i t i n g  by 
t h e  Lessor and t h e  C r e d i t  F a c i l i t y  P rov ide r  o r  (ii) i n  f avor  of  t h e  
issuer  of t he  L e t t e r  of C r e d i t ,  and (9) such minor defects, 
i r r e g u l a r i t i e s ,  encumbrances and c louds  on t i t l e  a s  normally e x i s t  
w i t h  r e s p e c t  t o  p r o p e r t y  of t h e  g e n e r a l  c h a r a c t e r  of  t h e  Project 
and as do n o t ,  i n  t h e  opin ion  of t h e  Independent Counsel, 
m a t e r i a l l y  impair  t i t l e  t o  o r  t h e  use  and enjoyment of  t h e  P r o j e c t .  

"Program A d m i n i s t r a t o r t 1  means t h e  Lessor o r  such  o t h e r  e n t i t y  
o r  unincorporated a s s o c i a t i o n  a s  may be appoin ted  i n  accordance 
w i t h  t he  Indenture  t o  a d m i n i s t e r  t h e  Program and perform t h e  d u t i e s  
and o b l i g a t i o n s  of Program Admin i s t r a to r  under t h e  Inden tu re .  

f lP ro jec t t t  means, c o l l e c t i v e l y ,  t h e  l a n d ,  rea l  e s t a t e ,  
improvements, b u i l d i n g s ,  s t r u c t u r e s  o r  o t h e r  rea l  proper ty , ,  i f  any, 
and t h e  equipment, machinery, f u r n i s h i n g s ,  f u r n i t u r e ,  v e h i c l e s  and 
o t h e r  personal  p r o p e r t y ,  i f  any, leased t o  t h e  Lessee under t h i s  
Lease, a s  more p a r t i c u l a r l y  d e s c r i b e d  i n  E x h i b i t  A h e r e t o  a s  such 
d e s c r i p t i o n  may be amended from t i m e  t o  t i m e  w i t h  t h e  consen t  of 
t h e  Lessor and t h e  C r e d i t  F a c i l i t y  Provider ,  and any p r o p e r t y  
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acqui red  i n  replacement o r  s u b s t i t u t i o n  t h e r e f o r ,  or i n  t h e  
improvement o r  modi f ica t ion  t h e r e o f ,  pursuant  t o  S e c t i o n s  8 . 2 ,  1 0 . 2  
o r  1 0 . 3 ,  less any p r o p e r t y  released from t h e  terms of t h i s  Lease 
pursuant  t o  Sec t ion  10.3 o r  damaged, destroyed or  condemned as  
provided i n  Sec t ion  8.1.  

I 1 R a t e  Swapf1 means an i n t e r e s t  r a t e  swap t r a n s a c t i o n  e n t e r e d  
i n t o  between t h e  Lessor ,  a s  f i x e d  r a t e  payor,  and t h e  C r e d i t  
F a c i l i t y  Provider ,  a s  f l o a t i n g  r a t e  payor,  and p r e d i c a t e d  upon a 
corresponding i n t e r e s t  r a t e  swap t r a n s a c t i o n  entered i n t o  between 
t h e  Credi t  F a c i l i t y  Provider ,  a s  f i x e d  r a t e  payor,  and t h e  Swap 
Provider ,  as f l o a t i n g  ra te  payor.  

" R a t e  Swap Terminationf1 means, wi th  r e s p e c t  t o  a Rate  Swap 
t h a t  has  become e f f e c t i v e  w i t h  r e s p e c t  t o  t h i s  Lease, t h e  
t e rmina t ion  of such Rate  Swap i n  accordance wi th  its t e r m s  (whether 
by reason of t h e  occurrence of an  Event of Defaul t  t he reunde r  w i t h  
r e s p e c t  t o  t h e  Lessor  o r  C r e d i t  F a c i l i t y  Provider,  o r  t h e  
occurrence of an Event of  Defau l t  under ,  o r  t h e  t e rmina t ion  o f ,  t h e  
i n t e r e s t  r a t e  swap t r a n s a c t i o n  upon which such R a t e  Swap is 
p red ica t ed ,  o r  t h e  occurrence  of an  Event of Defau l t  o r  an Event 
of Nonappropriation hereunder ,  o r  t h e  e x p i r a t i o n  of t h e  t e r m  of  
such Rate Swap, o r  o the rwise ) .  

lfRegistrarl l  means t h e  Paying Agent o r  any e n t i t y  
appointed by the I s s u e r  and COLT t o  ac t  a s  r e g i s t r a r  f o r  t h e  Bonds. 

IIRemarketFng Agentf1 means Shearson Lehman Hutton Inc .  and 
F i r s t  Kentucky S e c u r i t i e s  Corp. o r  any o t h e r  remarket ing agen t  for 
t h e  Bonds appointed pu r suan t  t o  t h e  Indenture .  

l l S i t e f l  means t h e  r e a l  e s t a t e  on which b u i l d i n g s ,  improvements 
o r  f i x t u r e s  c o n s t i t u t i n g  t h e  Project  are  t o  be  c o n s t r u c t e d  o r  
i n s t a l l e d  and which is described i n  Exh ib i t  A ,  t i t l e  t o  which w i l l  
be i n  t h e  Lessor.  

ffStatell  means t h e  Commonwealth of  Kentucky. 

"Swap Provider1' means t h e  p r o v i d e r  of t h e  i n t e r e s t  r a t e  swap 
t r a n s a c t i o n  upon which a Rate  Swap i s  p r e d i c a t e d ,  i n i t i a l l y  Merrill 
Lynch C a p i t a l  Se rv ices ,  I n c .  

f fTrusteel l  means L i b e r t y  Na t iona l  Bank and T r u s t  Company o f  
L o u i s v i l l e ,  a n a t i o n a l  banking a s s o c i a t i o n  organized and e x i s t i n g  
pursuant  t o  t h e  laws of t h e  United S ta tes  of America, a s  t r u s t e e  
under t h e  Indenture ,  and any s u c c e s s o r  t r u s t e e  a t  t h e  t i m e  s e r v i n g  
as  such under t h e  Indenture .  

[End of A r t i c l e  I) 
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ARTICLE I1 

REPRESENTATIONS, COVENANTS AND WARRANTIES 

Section 2.1. Representations, Covenants and Warranties of the 
Lessee. The Lessee represents, covenants and warrants for the 
benefit of the Lessor and the Credit Facility Provider as follows: 

(a) The Lessee is a body politic and corporate, validly 
organized and existing in good standing under the laws of the 
State, has full power and authority to enter into and to 
perform its obligations under, this Lease, and has duly 
authorized and taken the necessary acts required prior to 
(including all required approvals) the execution and delivery 
of this Lease. The Lessee warrants this Lease to be a valid, 
legal and binding obligation o f  the Lessee, enforceable 
against the Lessee in accordance with its terms. 

(b) The Lessee agrees that during the Lease Term it will 
maintain its existence, will continue to be a political 
subdivision in good standing in the State, and will not, 
without the consent of the Credit Facility Provider, 
consolidate with or merge into any other person or entity or 
permit any other person or entity to consolidate with or merge 
into it, except if such consolidation or merger is pursuant 
to a referendum, such other person or entity is another 
political subdivision of the State and the political 
subdivision of the State created thereby or surviving the same 
expressly assumes (or, if the same is the Lessee, affirms), 
pursuant to a written instrument satisfactory to the Lessor 
and the Credit Facility Provider, all of the Lessee's 
obligations hereunder. 

(c) Neither the execution and delivery of this Lease nor 
the consummation of the transactions contemplated hereby, nor 
the fulfillment of or compliance with the terms and conditions 
hereof conflicts with or results in a breach of the terms, 
conditions, or provisions of ar,y restriction or any agreement 
or instrument to which the Lessee is now a party or by which 
the Lessee is bound, or constitutes a default under any of the 
foregoing, or conflicts with or results in a violation of any 
provision of law or regulation applicable to the Lessee or 
results in the creation or i.mposition of any lien or 
encumbrance whatsoever upon any property or assets of the 
Lessee (except for any Permitted Encumbrances); and no 
representation, covenant and warranty herein is false, 
misleading or erroneous i n  any material respect. 

(d) There is no action, ,suit, proceeding, inquiry or 
investigation, at law or in equity, before or by any court, 
public board or body, pending or known to be threatened 
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against or affecting the Lessee nor to the best of the 
knowledge of the Lessee is there any basis therefor, wherein 
an unfavorable decision, ruling, or finding would materially 
and adversely affect the transactions contemplated by this 
Lease or which would adversely affect, in any way, the 
validity or enforceability of this Lease or any material 
agreement or instrument to which the Lessee is, a party, used 
or contemplated for use in the consummation of the 
transactions contemplated hereby, or the authority or ability 
of the Lessee to perform its obligations hereunder or 
thereunder. 

(e) The estimated Costs of the Project are not less than 
the amount shown on Exhibit A .  The Project has been or w i l l  
be designed and constructed so as to comply with all 
applicable building and zoning ordinances and regulations, if 
any, and any and al.1 applicable judicial and state standards 
and requirements relating to the Project. The Lessee has 
obtained, or will obtain as soon as practicable (but in any 
event not later than the time or times when required by 
applicable law), all licenses, permits or other approvals 
necessary for the acquisition, construction, installati.on and 
use of the Project. 

(f) The Lessee covenants that, to the extent then 
permitted by law, if this Lease is terminated by reason of an 
Event of Nonappropriation or an Event of Default, it will not 
purchase, lease or rent property performing functions similar 
to these performed by the Project or any portion thereof or 
permit functions similar to those performed through the use 
of the Project or any portion thereof to be performed by its 
own employees or by any agency affiliated with or hired by the 
Lessee, for the period ending on the date of the end of the 
term of the Fiscal Court.then in office, but this restriction 
will not apply if the Project or any portion thereof is sold, 
re-leased or otherwise disposed of by the Credit Facility 
Provider and the amount received (less costs of such 
disposition) is sufficient to pay the then applicable Optional 
Payment Price. 

(4) The Lessee will not take or permit, or omit to take 
or cause to be taken, any action that would adversely affect 
the exclusion from gross income for federal income tax 
purposes of the designated interest component of Base Rentals 
payable by the Lessee and, if it should take or permit, or 
omit to take or cause to be taken, any such action, the Lessee 
will take os cause to be taken all lawful. actions within i.ts 
power necessary to rescind or correct such actions or 
omissions promptly upon having knowledge t he reo f .  The Lessee 
specifically covenants: 
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(1) At least one of the following two conditions 
will be satisfied: ( A )  less than 10% of the ,amounts 
deposited in the Lessee's Lessee Acquisition Account will 
be used directly or indirectly in the business of a 
person other than a state or local governmental unit or 
(B) less than 10% of the principal or interest components 
of Base Rentals is directly or indirectly (a) secured by 
an interest in property used or to be used in a private 
business or any interest in payments made with respect 
to such property or (b) to be derived from payments made 
with respect to property, or borrowed money, used or to 
be used .in a private business; 

(2) Less than 5% of the amounts deposited in the 
Lessee's Lessee Acquisition Account will be used by 
nongovernmental persons for a use unrelated to the 
Pro j ect ; 

( 3 )  It will not loan directly 01: indirectly more 
than 5% of the amounts deposited in the Lessee's Jessee 
Acquisition Account to nongovernmental persons; 

( 4 )  It will not enter into any management contract 
with respect to the Project unless it obtains an opimion 
of Bond Counsel that such management contract will not 
impair the exclusion from gross income for federal income 
tax purposes of the interest component of Base Rentals; 

The Lessee and the Lessor acknowledge that the 
continued exclusion of the interest component of Base 
Rentals from gross income for federal income tax purposes 
depends, in part, upon compliance with the arbi.trage 
limitations imposed by Section 148 of the Code (other 
than subsections (c) (2) and (f) of said Section 148). 
The Lessee covenants that it will comply with all the 
requirements of Section 148 of the Code (other than 
subsections (c) (2) and ( f )  of said Section 148), and that 
it will not permit at any time any of the amounts 
deposited in the Lessee's Lessee Acquisition Fund or 
other funds of the Lessee to be used, directly or 
indirectly, to acquire any asset or obligation, the 
acquisition of which would cause the obligation of the 
Lessee under this Lease to be an "arbitrage bond" for 
purposes  of Secti.on 148 of the Code (other than 
subsections (c) (2) and (f) of said Section 1.48): and 

( 5 )  

( 6 )  The interest component of Base Rentals is not 
and will not be ttfederally guaranteed" as defined i n  
Section 149(b) of the Code. 

(h) The acquisition, construction and installation of 
the Project, under the terms and conditions s e t  forth in t h i s  



Lease, are in furtherance of the Lessee’s governmental 
purposes, serve a public purpose and are in the best interests 
of the Lessee. 

(i) During the Lease Term, the Project will at all times 
be used only for the purpose of performing one or more lawful 
governmental functions of the Lessee. 

(j) The Lessee has not defaulted in the payment of any 
obligation on which it was or is the primary obligor. 

(k) The Lessee will comply with all procurement codes 
and purchasing laws and regulations applicable to it and to 
the Project. 

(1) This Lease is not entered into by the Lessee to 
reimburse advances made by the Lessee from its own funds f o r  
a Project purchased or acquired by the Lessee more than three 
years prior to the date of this Lease: and any advances will 
be reimbursed only if the Lessee provides the TJessor with 
written evidence of the Lessee intent to issue debt or enter 
into a lease to finance such advances. 

(m) The Lessee will not use bease proceeds to refund any 
tax-exempt debt issued on its behalf, unless such Lessee 
delivers to the Trustee and the Lessor an opinion of Bond 
Counsel to the effect that such use of proceeds of the Bonds 
will not adversely affect the exclusion of the interest on the 
Bonds from grcss income ?or federal income tax purposes. 

Section 2.2. Representations, Covenants and Warranties of 
Lessor. The Lessor represents, covenants and warrants for the 
benefit of the Lessee as follows: 

(a) The Lessor is a trust duly created and validly 
existinq”under the laws of the State, has all necessary power 
and authority to construct , acquire and install the Project 
and to enter into, and perform its obligations under, this 
Lease, is possessed of full power to own and hold real and 
personal property and to lease and sell the same as Lessor, 
and has duly authorized the execution and delivery of this 
Lease. 

(b) Neither the execution and delivery hereof, nor the 
fulfillment of or compliance with the terms and condi.tions 
hereof, nor the consummation of the transactions contemplated 
hereby, conflicts with or results in a breach of the terms, 
conditions and provisions of any restriction or any agreement 
or instrument to which the Lessor is now a party or by which 
the Lessor is bound, or constitutes a default under any of the 
foregoing. 
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(c) To the knowledge of the Lessor, there is no 
litigation or proceeding pending or threatened against the 
Lessor or any other person affecting the right of the Lessor 
to execute or deliver this Lease or to comply with its 
obligations under this Lease. Neither the execution and 
delivery of this Lease by the Lessor, nor compliance by the 
Lessor with its obligations under this Lease, require the 
approval of any regulatory body or any other enti.ty, which 
approval has not been obtained. 

[End of Article 111 
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ARTICbE I11 

DEMISING CLAUSE 

The Lessor l eases  the Project  t o  t h e  Lessee, and t h e  Lessee 
leases t h e  Project from t h e  Lessor, i n  accordance with t h e  
provisions of t h i s  Lease, t o  have and t o  hold f o r  t h e  Lease Term. 

[End of Article IIIJ 
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ARTICLE IV 

, ... 

LEASE TERM 

Sec t ion  4.1. Duration of Lease Term; Lessee's Annual R i q h t  
to Terminate: Furn ish ins  of Budaets and Appropriation Ordinances. 
The Lease Term w i l l  commence and te rmina te  on t h e  dates shown on 
t h e  cover  page hereof u n l e s s  earlier terminated a s  provided i n  
Section 4 . 2 .  I n  t h e  event  t h a t  t h e  Lessee determines,  f o r  any 
reason,  t o  exe rc i se  its annual r i g h t  t o  t e r m i n a t e  t h i s  Lease, 
e f f e c t i v e  on June 30 of any F i s c a l  Year, t h e  Lessee must  g ive  
w r i t t e n  n o t i c e  t o  such effect t o  t he  Lessor n o t  l a te r  than  May 31 
of such Fiscal Year; provided, however, t h a t  a f a i l u r e  t o  g ive  such 
n o t i c e  w i l l  not  c o n s t i t u t e  an Event of Defaul t ,  nor  prevent  t h e  
Lessee from terminat ing t h i s  Lease, nor  r e s u l t  i n  any l i a b i l i t y  on 
the  p a r t  of t h e  Lessee (except f o r  t h e  payment of a l l  Lease Rental 
Payments accrued p r i o r  t o  t h e  terminat ion of t h i s  Lease) .  The 
e x e r c i s e  by t h e  Lessee of its annual opt ion t o  t e rmina te  t h i s  Lease 
w i l l  be conclusively determined by t h e  occurrence of an Event of 
Nonappropriation as provided i n  Sec t ion  6.6.  The Lessee w i l l  i n  
any event ,  whether o r  no t  t h i s  Lease is t o  be te rmina ted ,  fu rn i sh  
t h e  Lessor w i t h  copies  of i ts annual budget and appropr ia t ion  
ordinance (and any supplemental appropr ia t ion  ord inance  r e l a t i n g  
t o  t h i s  Lease) promptly a f t e r  t h e  budget is adopted and the 
appropr i a t ion  ordinance (and any supplemental appropr ia t ion  
ordinance r e l a t i n g  t o  t h i s  Lease) is enacted by t h e  Lessee. 

Unless and u n t i l  terminated as  provided i n  Sec t ion  4.2, t h e  
Lease Term w i l l  cont inue i n  e f f e c t  from Fiscal Year to F i s c a l  Year. 

Sec t ion  4.2. Termination of Lease Term. The Lease Term w i l l  

June 30 of any Fiscal Year dur ing  which there has  
occurred an Event of Nonappropriation a s  provided i n  Sec t ion  
6.6 (provided t h a t  t h e  Lease Term w i l l  n o t  be deemed t o  have 
been terminated i f  t h e  Event of Nonappropriation is cured as  
provided in Sect ion  6 . 6 ) ;  

(b) The purchase by t h e  Lessee of t h e  P r o j e c t  as  
provided i n  A r t i c l e  XI1 of t h i s  Lease; 

(c) An Event of Defaul t  and t e rmina t ion  of t h i s  Lease 
as  provided i n  A r t i c l e  X I V  of t h i s  Lease; o r  

Conveyance of t h e  P r o j e c t  t o  t h e  Lessee upon payment 
by t h e  Lessee of a l l  Base R e n t a l s  f o r  t h e  e n t i r e  Lease Term 
and a l l  Additional Renta ls  accrued t o  t h e  d a t e  of terminat ion 
of t h i s  Lease. 

t e rmina te  upon t h e  e a r l i e s t  of any of t h e  fol lowing events: 

(a) 

(d)  

Termination of t h e  Lease Term w i l l  t e rmina te  a l l  ob l iga t ions  
of t h e  Lessee t o  pay Lease Rental  Payments, except  t h e  payment of 
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all Lease Rental Payments accrued to the date of termination of 
this Lease, and w i l l  terminate the Lessee's rights to use, possess 
or occupy the Project under this Lease (unless a conveyance of the 
Project to the Lessee has occurred pursuant to Article XI1 of this 
Lease). 

[End of Article IV] 
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ARTICLE V 

ENJOYMENT OF THE PROJECT 

The Lessor hereby covenants that the Lessee will during the 
Lease Term peaceably and quietly have and hold and enjoy the 
Project without suit, trouble or hindrance from the Lessor, except 
as expressly required or permitted by this Lease or any Collateral 
Document. The Lessor will not interfere with the quiet use and 
enjoyment of the Project by the Lessee during the Lease Term, so 
long as no Event of Default or Event of Nonappropriation has 
occurred. The Lessor will, at the request of the Lessee and at the 
cost of the Lessee, j o i n  and cooperate fully in any legal action 
in which the Lessee asserts its right to such possession and 
enjoyment, or which involves the imposition of any taxes or other 
governmental charges on or in connection with the Project. In 
addition, the Lessee may at its own expense join in any legal 
action affecting its possession and enjoyment of the Project, and 
will be joined (to the extent legally possible, and at the expense 
of the Lessee) in any action affecting its liabilities hereunder. 

The provisions of this Article V will be subject to the 
' Lessor's right to inspect the Project and records of the Lessee 
pursuant to Section 9.7. 

[End of Article VJ 
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ARTICLE VI 

PAYMENTS BY THE LESSEE 

Section 6.1. Base Rentals and Additional Rentals. 

(a) The Lessee will pay Base Rentals in the amounts and 
at the times set forth in Exhibit B, as said Exhibit B is in 
effect on the first day of each Fiscal Year during the Lease 
Term. The Lessee agrees and acknowledges that Exhibit B may 
be amended at any time for the following purposes: 

(i) to reflect an increase in Administrative 
Fees, Credit Fees or Fiduciary Fees: 

(ii) to reamortize the principal component of Base 
Rentals in the event moneys are transferred from the 
Lessee's Lessee Acquisition Account as provided in 
Sections 7.1, 7.2 and 7.4; 

(iii) to reflect a change in the interest component 
of Base Rentals if the Lessee exercises its option to 
convert the interest rate on this Lease to a fixed rate 
as described in Section 6.7 following a Rate Swap 
Termination; and 

(iv) to reflect a change in the rate used to 
compute the interest component of Base Rentals if (A )  
there i*s a Rate Swap Termination, (B) following a Rate 
Swap Termination, a different Rate Swap becomes effective 
with respect to this Lease, and/or (C)  following a Rate 
Swap Termination, no other Rate Swap becomes effective 
with respect to this Lease and (1) an assumed rate is 
used to compute the interest component of Base Rentals 
or (2) there is a change in the assumed rate used to 
compute the interest component of Base Rentals, in each 
case, as described in Section 6 . l ( f ) .  

If the Lessor or the Credit Facility Provider determines that 
an amendment to Exhibit B is appropriate, the Lessor will mail 
to the Lessee a revised Exhibit B (identified by date or other 
means), by certified mail, postage prepaid. Said amendment 
will become effective and will for all purposes become a part 
of this Lease and will reflect Base Rentals to be paid by the 
Lessee for subsequent Fiscal Years (unless Exhibit B is 
further amended as provided in this Section) upon the earlier 
of the acknowledgment thereof by the Lessee or automatically 
on the first day of the next Fiscal Year; provided that any 
amendment mailed by the Lessor after May 1 of any year will 
become effective upon the earlier of the acknowledgment 
thereof by the Lessee or automatically on the first day of the 
second succeeding Fiscal Year; and provided further that any 
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amendment pursuant to clause (iii) of subsection (a) will 
become effective simultaneously with the related conversion 
of the interest rate on this Lease to a fixed rate as 
described in Section 6.7 following a Rate Swap Termination. 

(b) Except as provided in subsection (e) of this 
Section, the Lessee will pay Additional Rentals within fifteen 
(15) days after a written request therefor is mailed to the 
Lessee by the Lessor, except that any deficiency in the 
Lessee's Proportionate Share of the Debt Service Reserve 
Requirement may be paid in not more than six ( 6 )  equal monthly 
installments. 

(c) Any Lease Rental Payment that is not paid within 10 
days of the date due will bear interest thereon at the 
"Default Rate" as defined in the Indenture (which, with 
respect to the initial Credit Facility, is the rate per annum 
equal to the Credit Facility Provider's prime rate plus a 
margin at least equal to 3 % ) .  Amounts due pursuant to this 
subsection will be deemed to be Additional Rentals due and 
payable when incurred and without further written demand 
therefor. 

(d) Notwithstanding anything herein to the contrary, if 
this Lease and any Collateral Documents are assigned and 
become payable exclusively to the Credit Facility Provider, 
the interest component of Base Rentals will be changed 
automatically (without any necessity to amend Exhibit B) to 
be equal to the "Default Rate" as defined in the Indenture 
(which, with respect to the initial Credit Facility, is the 
rate per annum equal to the Credit Facility Provider's prime 
rate plus a margin at least equal to 3%). 

(e) The Lessee acknowledges and agrees as follows: 

(i) As of the date of this Lease, the interest 
components of Base Rentals have been calculated at a 
fixed interest rate equal to the fixed interest rate 
payable under a Rate Swap that has become effective with 
respect to this Lease (and on the basis of the 
amortization of the principal component of Base Rentals 
set forth in Exhibit B); 

(ii) Upon the occurrence of a Rate Swap Termination, 
(a) if another Rate Swap becomes effective with respect 
to this Lease, Exhibit B will be amended as described in 
Section 6.l(a) to cause the interest components of Base 
Rentals to be recalculated at a fixed interest rate equal 
to the fixed interest rate payable under such Rate Swap, 
or (b) if no other Rate Swap becomes effective with 
respect to this Lease, (1) Exhibit B will be amended as 
described in Section 6.l(a) to cause the interest 
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components of Base Rentals to be recalculated at an 
assumed interest rate determined by the Lessor, with the 
consent of the Credit Facility Provider, as provided in 
the Indenture, and (2) thereafter, Exhibit B may be 
further amended as described in Section 6.1 (a) to cause 
the interest components of Base Rentals to be 
recalculated at a different assumed interest rate 
determined by t he  Lessor, with the consent of the Credit 
Facility Provider, as provided in the Indenture; 

(iii) If an amendment to Exhibit B described in the 
preceding clause (ii) becomes effective (in accordance 
with Section 6.3(a)) subsequent to the effective date of 
the related Rate Swap Termination, then (a) after notice 
from the Lessor, the Lessee will receive a credit against 
the Base Rental payable on August 1 of the Fiscal Year 
in which such amendment becomes effective in an amount 
equal to the excess, if any, of the aggregate of the 
interest components of Base Rentals paid by the Lessee 
during the period between the effective date of the 
Related Swap Termination and the effective date of such 
amendment (at the rate used to calculate such interest 
components) over the Lessee's Proportionate Share of all 
interest paid on variable rate Bonds other than a 
principal amount of variable rate Bonds equal to the Debt 
Service Reserve Requirement during such period, or (b) 
after notice from the Lessor, the Lessee will pay as 
Additional Rentals not later then August 1 of the Fiscal 
Year in which such amendment becomes effective , an amount 
equal to the excess, if any, of the Lessee's 
Proportionate Share of all interest paid on variable rate 
Bonds other than the principal amount of variable rate 
Bonds equal to the Debt Service Reserve Requirement 
during the period between the effective date of the 
Related Swap Termination and the effective date of such 
amendment over the aggregate of the interest components 
of Base Rentals paid by the Lessee during such period (at 
the rate used to calculate such interest components); 

(iv) If an assumed interest rate is used to 
calculate the interest components of Base Rentals 
following Rate Swap Termination as described in the 
preceding clause (ii), then (a) after notice from the 
Lessor, the Lessee will receive a credit against the Base 
Rental payable on August 1 of each Fiscal. Year, 
commencing with the Fiscal Year next succeeding the first 
full Fiscal Year during which such assumed interest rate 
has been effective pursuant to an amendment to Exhibit 
B, in an amount equal to the excess, if any, of the 
aggregate of the interest components of Base Rentals paid 
by the Lessee during the preceding Fiscal Year (at such 
assumed interest rate) over the Lessee's Proportionate 



Share of all interest paid on variable rate Bonds other 
than a principal amount of variable rate Bonds equal to 
the Debt Service Reserve Requirement during such Fiscal 
Year, or (b) after notice from the bessor, the Lessee 
will pay as Additional Rentals not later then August 1 
of each Fiscal Year commencing with the Fiscal. Year next 
succeeding the first full Fiscal Year during which such 
assumed interest rate has been effective pursuant to an 
amendment to Exhj.bit B, an amount equal to the excess, 
if any, of the Lessee's Proportionate Share of all. 
interest paid on variable rate Bonds other than the 
principal amount of variable rate Bonds equal to the Debt 
Service Reserve Requirement during the preceding Fiscal 
Year over the aggregate of the interest components of 
Base Rentals paid by the Lessee during such Fiscal Year 
(at such assumed interest rate); 

(v) While a Rate Swap is in effect with respect to 
this Lease, the interest components of Base Rental will 
be calculated without regard to any reamortization of the 
principal components of Base Rentals (whether as provided 
in Sections 7.1, 7.2, and 7.4 or otherwise); 

(vi) Following a Rate Swap Terminati.on, neither the 
Lessor nor the Credit Facility Provider shall be 
obligated to cause another Rate Swap to become effective 
with respect to this Lease; and 

(vii) Other than if the Lessee exercises its option 
to convert the interest rate on this Lease to a fixed 
rate as described in Section 6.7 following a Rate Swap 
Termination, the principal components of Base Rentals do 
not and will not correspond to fixed rate Bonds. 

(f) Prior to May 1 of each Fiscal Year during the Lease Term, 
the Lessor will inform the Lessee of the amount of Additional 
Rentals (including, without limitation, Additional Rentals payable 
under subsection (e) of this Section) that are estimated to be 
payable during the next ensuing Fiscal Year; and the amount of such 
estimate of Additional Rentals payable in the next ensuing Fiscal 
Year, plus the amount of Base Rentals payable in the next ensuing 
Fiscal Year (as shown on Exhibit B or, if applicable, the most 
recent amendment to Exhibit B which is or is to be effective with 
respect to the next ensuing Fiscal Year) will be included in the 
Lessee's appropriation ordinance for the next ensuing Fiscal Year, 
subject to the right of the Lessee to terminate the bease Term as 
provided in Sections 4.1 and 6.6. In the event the Lease Term is 
cont inued for the next ensuing Fiscal Year (as provided i n  Section 
4.1), the Lessee's obligation under this Lease far Lease Rental 
Payments will be limited to the amount so appropriated f o r  Lease 
Rental Payments in accordance with the procedures described above 
and any amounts subsequently appropriated by supplemental 
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appropriation ordinances for payment of Additional Rentals during 
such Fiscal Year. If the amount of the Additional Rentals exceeds 
the estimated amount of the Additional Renta1"s as described above, 
the Lessee will use its best efforts to enact or adopt, when needed 
to pay the same, supplemental appropriation ordinances specifically 
appropriating the additional amounts actually required to be paid 
hereunder as Additional Rentals. 

Section 6.2. Manner of Payment. All Lease Rental Payments 
will be paid by check made payable to the Trustee and delivered to 
the Lessor (or, if the Lessor is not the Program Administrator, the 
Program Administrator); provided that any payment in excess of 
$100,000 will be paid by wire transfer of immediately available 
funds to the Trustee. The obligation of the Lessee to pay the Base 
Rentals and Additional Rentals and to perform and observe the 
covenants and conditions contained herein, during the Lease Term, 
will be absolute and unconditional except as otherwise expressly 
provided in this Lease, and payment of the B s e  Rentals and 
Additional Rentals may not be abated through accident or unforeseen 
circumstances or because of payment under the Letter of Credit or 
any other Collateral Document securing the Lessee's obligations 
under this Lease or payment of this Lease from the Debt Servi.ce 
Reserve Fund or payment under the Credit Facility or damage to, 
destruction of, or failure to complete, the Project. 
Notwithstanding any dispute between the Lessee and the Lessor, o r  
any other person (including any contractor or vendor f o r  the 
Project), the Lessee will, during the Lease Term, make all payments 
of Base Rentals and Additional Rentals when due and will not 
withhold any Base Rentals or Additional Rentals pending final 
resolution of such dispute, nor will the Lessee assert any right 
of set-off or counterclaim against its obligation to make such 
payments required hereunder. No action or inaction on the part of 
the Lessor (or any of its assigns) will affect the Lessee's 
obligation to pay all Base Rentals and Additional Rentals during 
the Lease Term. 

Section 6 . 3 .  Disposition of Lease Rental Payments. Each 
Lease Rental Payment will be applied first to the principal 
component of Base Rentals then due and payable, then as Additional 
Rentals then due and payable, then to the components of Base 
Rentals then due and payable other than the interest component and 
principal component, and finally to the interest component of Base 
Rentals then due and payable. 

Section 6.4. Rental Payments to Constitute Currently 
Appropriated Expenditures of the Lessee. The Lessee and the Lessor 
acknowledge and agree that the Base Rentals and Additional Rentals 
hereunder will constitute currently appropriated expenditures of 
the Lessee. The Lessee's obligations under this Lease will be 
subject to the Lessee's annual right to terminate this Lease (as 
further provided in Sections 4.1 and 6.6) and w i l . 1  not constitute 
a mandatory charge or requirement in any Fiscal Year beyond the 
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then current Fiscal, Year. No provision of this Lease will be 
construed as creating a general obligation or other indebtedness 
of the Lessee within the meaning of any constituti.ona1 or statutory 
debt limitation. Neither this Lease nor the issuance of the Bonds 
will directly or indirectly obligate the Lessee to make any 
payments beyond those specifically appropriated for its then 
current Fiscal Year. The Lessee will be under no obligation 
whatsoever to exercise its option to purchase the Project. No 
provision of this Lease will be construed to pledge or to create 
a lien on any class of source of moneys of the Lessee, nor will any 
provision of this Lease restrict the future issuance of any bonds 
or other obligations of the Lessee, payable from any class or 
source of moneys of the Lessee. Notwithstanding the foregoing 
provisions of this Section, the Lessee's obligation to make the 
Lease Rental Payments due hereunder during the Lease Term w i l l  not 
be limited to any class or source of revenues of the Lessee, but 
such Lease Rental Payments will be payable from any funds of the 
Lessee legally available and appropriated therefor. 

Section 6.5. Expression of Lessee's Need for the Project; 
Determinations as to Fair Market Value and Fair Purchase Price. 
The Lessee hereby declares its current need for the Project and 
further determines and declares its expectations that the Project 
will (so long as it is subject to the terms hereof) adequately 
serve the needs for which it is being acquired through the Lease 
Term. It is hereby declared to be the present intention and 
expectation of the Lessee that this Lease will be continued 
annually until title to the Project is acquired or reacquired by 
the Lessee pursuant to this Lease: butthis declaration may not be 
construed as contractually obligating or otherwise binding the 
Lessee to make appropriations for payment of Base Rentals in future 
Fiscal Years. The Lessee hereby agrees and determines that the 
Base Rentals hereunder during the Lease Term represent the fair 
value of the use of the Project; and that the Optional Prepayment 
Price represents the fair purchase price of the Project at the time 
of exercise of the purchase option pursuant to Article XII, if the 
Lessee chooses to exercise such option. The Lessee hereby 
deternines that, to the best of its knowledge, the Base Rentals do 
not exceed a reasonable amount so as to place the Lessee under an 
economic compulsion either not to terminate this Lease or to 
exercise its option t o  purchase the Project hereunder. In making 
such determinations, the Lessee has given considerati.on to the 
Costs of the Project, the uses and purposes for which the Project 
will be employed by the Lessee, the benefit to the Lessee by reason 
of the acquisition, construction or installation of the Project, 
the use or occupancy of the Project pursuant to the terms and 
provisions of this Lease, the Lessee's option to purchase the 
Project, and the expected eventual vesting of title to the Project 
in the Lessee. The Lessee hereby determines and declares that, t o  
the best  of its knowledge, the period during which the Lessee has 
an option to purchase the Project (i.e., the maximum t e r m  of this 
Lease) does not exceed the useful life of the Project (or, if t h e  
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Project consists of multiple components, the component thereof with 
the longest useful life). 

Section 6.6. Nonappropriation by the Lessee. 

(a) In the event that the Lessee fails, for any reason, 
to duly enact by June 30 of each Fiscal Year an appropriation 
ordinance for the ensuing Fiscal Year which includes 
sufficient amounts authorized and directed to be used to pay 
a11 Base Rentals to become due during the next ensuing Fiscal 
Year and all Additional Rentals then due and payable and 
estimated to become due and payable during the next ensuing 
Fiscal Year (as provided in Section 6.1) , or upon the 
occurrence of an event described in subsection (b) of this 
Section, an Event of Nonappropriation will be deemed to have 
occurred; subject, however, to each of the following provisos: 

( 1) The Lessor will declare an Event of 
Nonappropriation on any earlier date on which the Lessor 
receives official, specific written notice from the 
Lessee that this Lease will be terminated. 

(2) Absent such notice from the Lessee, the Lessor 
will give written notice to the Lessee of an Event of 
Nonappropriation, on or beEore the next July 10; but any 
failure of the Lessor to give such written notice will 
not prevent the Lessor from declaring an Event of 
Nonappropriation or the Lessor or the Credit Facility 
Provider from taking any remedial action which would 
otherwise be available to it. 

( 3 )  Subject to the terms of the Indenture, the 
Lessor may, with the prior written consent of the Credit 
Facility Provider, waive any Event of Nonappropriation 
which is cured by the Lessee within a reasonablentime. 

( 4 )  The Lessor will waive any Event of 
Nonappropriation arising under subsection (a) (i) of this 
Section (other than an Event of Nonappropriation 
described in subsection (b) of this Section) which is 
cured by the Lessee by June 30 of the Fiscal Year, by 
inclusion in a duly enacted appropriation ordi.nance 
sufficient amounts authorized and directed to be used to 
pay all Base Rentals to become due during the ensuing 
Fiscal Year and all Additional Rentals then due and 
payable and all Additional Rentals estimated to be 
payable in the next ensuing Fiscal Year (as provided i n  
Section 6.1) . 
(b) If, during any Fiscal Year, any Lease Rental 

Payments become due in excess of amounts included in a duly 
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enacted appropriation ordinance f o r  the payment of Lease 
Rental Payments, then, in the event that moneys are not 
specifically authorized and directed by the Lessee to be used 
to pay such Lease Rental Payments by the earli.er of June 30 
of the then current Fiscal Year or 90 days subsequent to t h e  
date upon which such Lease Rental Payments are due, an Event 
of Nonappropriation will be deemed to have occurred, upon 
notice by the Lessor to the Lessee to such effect (subject to 
waiver by the Lessor as provided in subsection (a) ( 3 )  of this 
Section). 

(c) If an Event of Nonappropriation occurs, the Lessee 
will not be obligated to make payment of the Base Rentals or 
Additional Rentals or any other payments provided for herein 
beyond the amounts specifically appropriated by the Lessee for 
the Fiscal Year during which such Event of Nonappropriation 
occurs; provided, however, that, subject to the limitations 
of Section 14.3, the Lessee will continue to be liable f o r  
Base Rentals and Additional Rentals allocable to any period 
during which the Lessee continues to use, occupy or retain 
possession of the Project. 

(d) The Lessee will in all events vacate and/or 
surrender the Project to the Credit Facility Provider by the 
July 1 following an Event of Nonappropriation. The surrender 
of any movable personal property comprising a portion of the 
Project will consist of delivering such property to the Lessor 
at a site within the jurisdiction of the Lessee selected by 
the Credit Facility Provider. 

(e) Upon the occurrence of an Event of Nonappropriation, 
a11 amounts on deposit in the Lessee's Lessee Acquisition 
Account will be applied as provided in Section 7.2. After the 
expiration of the Fiscal Year during which an Event of 
Nonappropriation occurs, the Credit Facility Provider may 
proceed to repossess and liquidate or re-lease or otherwise 
dispose of the Project or any portion thereof and may take one 
or any combination of the steps described in Section 14.2, 
subject to the limitations set forth in Section 14.3. 

Section 6.7. Conversion of Interest Rate. Following a Rate 
Swap Termination (after which another Rate Swap does not become 
effective with respect to this Lease), the Lessee may elect to have 
the interest rate under this Lease converted to a fixed rate upon 
the terms and conditions set forth in the Indenture; provided, 
however, that the Lessee must have appropriated sufficient funds 
to pay all Base Rentals due in accordance with the amendment to 
Exhibit B which was delivered 
(as described in Section 6.1). 

[End of 

in connection with such conversion 

Article VI] 
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ACQUISITION OR CONSTRUCTION OF THE PROJECT; FUNDS 

Section 7.1. Acfreement to Acauire, Construct and Install the 
Project and Lease to the Lessee. The Lessee will provide for 
completion of the acquisition, construction, installation and 
equipping of the Project by the Lessee as the agent of the Lessor 
pursuant to such terms as the Lessor and the Lessee deem 
reasonable. The Lessee will take possession of the Project upon 
delivery thereof, and the Lessor agrees to lease the Project to the 
Lessee f o r  the Lease Term. 

Title to the Project and a13 fixtures, appurtenances and other 
permanent accessories thereto and all interests therein will be 
held by the Lessor, subject only to this Lease, the Indenture, any 
Collateral Documents and any Permitted Encumbrances. 

The Lessee agrees that in order to effectuate the purposes of 
this Lease it will make, execute, acknowledge and transact any and 
all contracts, orders, receipts, writings and instructions with any 
other persons, firms or corporations and in general do all things 
which may be necessary or proper, all for the construction, 
acquisition, installation and equipping of the Project, on behalf 
of the Lessor as owner of the Project and the Lessee as Lessee of 
the Project. Construction, acquisition, installation and equipping 
of the Project will be in accordance with the construction 
documents approved by the Lessee, subject to reasonable change 
orders or any other reasonable changes approved by the Lessee so 
long as such changes do not cause the Project to be used for 
purposes other than the lawful governmental purposes of the Lessee. 
So long as this Lease is in full force and effect and no Event of 
Default or Event of Nqnappropriation has occurred, the Lessee will 
have full power to carry out the acts and agreements provided in 
this Section, and such power is granted and conferred under this 
Lease to the Lessee, and is accepted by the Lessee, and will not 
be terminated or restricted by act of the Lessor, or the Trustee, 
except as provided in this Section. 

The Lessee as agent for the Lessor agrees to acquire, 
construct, install and equip the Project through the application 
of moneys to be disbursed under the Indenture and as contemplated 
by Section 7.2, and to use its best efforts to complete the 
acquisition, construction, installation and equipping of the 
Project by the I1Estimated Date of Completion of the Project" shown 
on Exhibit A ,  but, if for any reason the acquisition, construction, 
installation and equipping of the Project is not completed by s a i d  
date, there will be no resulting liability on the part of the 
Lessor and no Event of Default hereunder, and there will be no 
diminution in or postponement of the Lease Rental Payments required 
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to be paid by the Lessee during the Lease Term. However, in the 
event that the acquisition, construction, installation and 
equipping of the Project is not completed, as evidenced by the 
certificate provi.ded for in Section 7 . 4  of this Lease, by the 
llEstimated Date of Completion of the Project" shown on Exhibit A, 
the Lessor or the Credit Facility Provider will, upon 3 0  days' 
written notice to the Lessee, be authorized, but not required, to 
complete the acquisition, construction, installation and equipping 
of the Project from any moneys remaining in the Lessee's Lessee 
Acquisition Account (and the exercise by the Lessor or the Credit 
Facility Provider of such authority will terminate the Lessee s 
right to control the acquisition, construction, installation and 
equipping of the Project). 

The Lessee agrees that, based upon its examination of 
property, estimated construction and equipment costs provided by 
the architects, and the anticipated configuration of the Project, 
the Project can be constructed, acquired, installed and equipped 
by the "Estimated Date of Completion of the Project" shown on 
Exhibit A and for a total price within the amount of funds to be 
available therefor in the Lessee's Lessee Acquisition Account of 
the Project Fund and income anticipated to be derived from the 
investment thereof. The Lessee acknowledges and agrees that if the 
Project is not completed by the "Transfer Date" shown on Exhibit 
A, moneys in the Lessee's Lessee Application Account will be 
automatically transferred from said Account and applied to the 
redemption of Bonds (in the manner described in the Indenture) 
unless the Lessee provides the Trustee with an opinion of Bond 
Counsel to the effect that such transfer is not necessary in order 
for the interest on the Bonds to be excluded from gross income for 
federal income tax purposes. At any time that moneys are so 
transferred, Exhibit B will be amended as provided in Section 6.1 
to (i) deduct from the aggregate unpaid principal components of 
Base Rentals an amount equal to the amount of moneys so transferred 
(or, if less, the amount of Bonds redeemed by reason of such 
transfer) and (ii) reamortize Base Rentals so that the reduced 
principal is repaid on the same basis as the Lessee's principal 
component schedule was originally calculated. In the event that 
for any reason the amount available in the Lessee's Lessee 
Acquisition Account is insufficient to pay the entire cost of 
constructing, acquiring, installing and equipping the Project, the 
Lessee covenants and agrees that either (i) the Lessee will make 
such modifications to or deletions from the plans and 
specifications for the Project as will permit the Project to be 
acquired, constructed, installed and equipped from the amounts 
available therefor in the Lessee's Lessee Acquisition Account or 
(ii) the Lessee will complete the acquisition, construction, 
installation and equipping of the Project from whatever sources of 
funds are legally available to the Lessee for such purpose (and 
will deposit or cause to be deposited such funds i.n the Lessee's 
Lessee Acquisition Account). The Lessee and the Lessor acknowledge 
and agree that, subject to the written approval of the Credit 
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Facility Provider, additional funds for the completion of the 
Project may be derived from an amendment to this Lease (including 
the schedule of Base Rentals set forth in Exhibit B). 

All contracts relating to the Project are hereby assigned to 
the Lessor. All such contracts will provide that, upon written 
notice by the Lessor to the other party or parties thereto, (i) 
such contracts will be fully and freely assumable by the Lessor 
without the consent of any other person and the Lessor may choose 
to assume or not assume such contracts; and (ii) if the Lessor does 
so assume such contracts, the other party or parties thereto will 
perform the agreements contained therein for the Lessor. All such 
contracts will also provide that, upon an Event of Nonappropriation 
or an Event of Default, and upon written notice from the Lessor, 
the Lessor may terminate such contracts; and the other party or 
p a r t i e s  thereto will then be entitled to payment only from amounts 
available therefor in the Lessee's Lessee Acquisition Account and 
only for work done or other consideration furnished prior to such 
termination. 

Section 7.2. Disbursements from the Lessee's Lessee 
Acauisition Account. As long as no Event of Nonappropriation or 
Event of Default has occurred, and the Lessee's right to control 
acquisition, construction, installation and equipping of the 
Project has not otherwise been terminated pursuant to Section 7.1, 
disbursements from the Lessee's Lessee Acquisition Account may be 
made (a) to pay the Costs of the Project or (b) to reimburse the 
Lessee for any Costs of the Project paid by it. 

Before the Trustee makes a disbursement from moneys held in 
the Lessee's Lessee Acquisition Account, the Lessee must provide 
to the Trustee a request for disbursement approved by the Lessor, 
and prior to approving any such disbursement, the Lessor must have 
received the following documentation (except that with respect to 
a disbursement to pay an interest component of Base Rentals during 
construction of a Project, only the document described in (a) below 
will be required): 

a statement of the amount and nature of each item 
of the Costs of the Project to be paid and the name and 
address of the payee, with the payee's statement and, if 
reimbursement to the Lessee of amounts previously paid is 
requested, evidence of payment thereof attached: 

(b) a statement that each item for which payment or 
reimbursement is requested is or was necessary in connection 
with the Costs of the Project and none of such items formed 
the basis for any previous payment from the Lessee's Lessee 
Acquisition Account; 

(c) a statement that each contractor, subcontractor and 
materialman has filed with the Lessee receipts or waivers of 

(a) 
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liens for all amounts theretofore certified f o r  payment, or 
any amount therein certified for reimbursement to the Lessee, 
or that there is on file with the Lessee a cancelled check 
endorsed by the contractor, subcontractor or materialman 
evidencing such payment and copies of each such receipt, 
waiver or check; 

(d) a statement that all of the warranties and 
representations of the Lessee contained in the Lease and any 
Collateral Documents are true and correct as of the date of 
such disbursement, as though such warranties and 
representations were made on such date, that no Event of 
Default or Event of Nonappropriation has occurred under this 
Lease, that the right of the Lessee to control the 
acquisition, construction and installation of the Project has 
not otherwise been terminated pursuant to this Lease, and that 
amounts on deposit in the Lessee's Lessee Acquisition Account 
will be sufficient to complete the acquisition, construction 
and installation of the Project in accordance with the 
approved plans and specifications. The final request for 
disbursement shall state that acquisition, construction and 
installation of the Project have been completed; 

(e) in the event of a disbursement for construction, an 
architect or engineer's certificate to the effect that the 
work for which payment is being disbursed has been performed 
satisfactorily and that moneys remaining in the applicable 
Lessee Acquisition Account will be sufficient to complete the 
acquisition, construction and installation of the Project in 
accordance with the approved plans and specifications; and 

(f) any other documents required pursuant to the bease 
or requested by the Lessor or the Credit Facility Provider. 

If an Event of Nonappropriation or an Event of Default occurs 
prior to the completion of the acquisition, construction, 
installation and equipping of the Project, amounts on deposit in 
the Lessee's Lessee Acquisition Account (i) may, with the prior 
written consent of the Credit Facility Provider, or will, at the 
direction of the Credit Facility Provider, be utilized by the 
Lessor to complete the acquisition, construction, installation and 
equipping of the Project or (ii) may, at the direction of the 
Credit Facility Provider, be paid to the Credit Facility Provider 
for application as provided in the Indenture. If the right of the 
Lessee to control the acquisition, construction, installation and 
equipping of the Project has been otherwise terminated pursuant to 
Section 7.1, amounts on deposit in the Lessee's Lessee Acquisition 
Account may be applied by the Lessor or the Credit F a c i l i t y  
Provider as provided in Section 7.1. 

Section 7 . 3 .  Furnishins Documents to Lessor. The Lessee 
agrees to cause such requisitions to be directed to the Lessor for 
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approval and thereafter to the Trustee as may be necessary to 
effect payments out of the Lessee's Lessee Acquisition Account in 
accordance with Section 7.2 (other than the last paragraph 
thereof). 

Section 7 . 4 .  Completion of Acquisition and Construction of 
the Project. When the construction, acquisition, installation and 
equipping of the Project have been completed, the Lessee 
Representative will deliver a certificate to the Lessor stating 
that, except for amounts estimated by the Lessee Representative to 
be necessary for payment of any Costs of the Project not then due 
and payable, construction, acquisition, installation and equipping 
of the Project have been completed and all Costs of the Project 

. have been paid. If the accounting of the Lessee's Lessee 
Acquisition Account by the Lessor shows that funds in the Lessee's 
Lessee Acquisition Account will remain unexpended for Costs of 
Project, the unexpended funds in the Lessee's Lessee Acquisition 
Account will be transferred from said account and applied to the 
redemption of Bonds (in the manner described in the Indenture). 
At any time that moneys are so transferred, Exhibit B will be 
amended as provided in Section 6.1 to (i) deduct from the aggregate 
unpaid principal components of Base Rentals an amount equal to the 
amount of moneys so transferred (or, if less, the principal amount 
of Bonds redeemed by reason of such transfer) and (ii) reamortize 
Base Rentals so that the reduced principal is repaid on the same 
basis as the Lessee's principal component schedule was originally 
calculated. 

Section 7.5. Contractor's Performance and Payment Bonds. 
Each contractor entering into a contract relating to the 
construction of any part of the Project will be required to furnish 
a performance bond and a separate labor and material payment bond 
in form and content acceptable to the Lessor and the Credit 
Facility Provider, copies of which must be provided to the Lessor 
and the Credit Facility Provider. Such bonds must be made payable 
to the Lessor, the Credit Facility Provider and the Trustee, as 
their interests may appear, and must be executed by a corporate 
surety licensed to transact business in the State, and must be in 
an amount equal to the contract price for such contractor's 
contract: provided that in lieu of such bonds, such a contractor 
may provide bank letters of credit or cash deposits acceptable to 
the Lessor and the Credit Facility Provider. If, at any time 
during the construction of the Project, the surety on such bond is 
disqualified from doing business within the State, an alternative 
surety acceptable to the Lessor and the Credit Facility Provider 
must be selected. In the event of any change order resulting in 
the performance of additional work in connection with the Project, 
the amounts of such bonds must be increased by an amount equal to 
the cost of such additional work or materials or fixtures to be 
incorporated in the Project. 
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Section 7.6. Contractor's General Public Liability and 
Property Damaqe Insurance. Each contractor and subcontractor 
entering into a construction contract relating to any part of the 
Project will be required by the Lessor to procure and maintain 
standard form (a) comprehensive general public liability and 
property damage insurance, at his or her own cost and expense, 
during the duration of such contractorts construction contract, in 
the amount of at least $1,000,000, and (b) comprehensive automobile 
liability insurance on owned, hired and nonowned vehicles for 
limits not less than $1,000,000. Such policies will include the 
bessor, the Lessee, the Trustee and the Credit Facility Provider 
as additional named insureds, and will include a provision 
prohibiting cancellation, modification or termination without 30 
days' prior notice by certified mail to the Lessee, the Lessor, the 
Trustee and the Credit Facility Provider. A certificate of 
insurance in a form acceptable to the Lessee, the Lessor, the 
Trustee and the Credit Facility Provider will be provided to the 
Lessee, the Lessor, the Trustee and the Credit Facility Provider 
with respect to each contractor and subcontractor. Such insurance 
will provide protection from all claims for bodily injury, 
including death, property damage and contractual liability, 
products/completed operations, broad form property damage and XCU 
(explosive, collapse and underground damage), where applicable. 

Section 7.7. Contractor's Builder's Risk Completed Value 
Insurance. The Lessee will purchase and maintain property 
insurance (builder's risk) upon all construction, acquisition, 
installation and equipping of the Project (excluding contractor's 
tools and equipment) at the site thereof at the full and insurable 
value thereof. This insurance will include the interest of the 
Lessor, the Trustee and the Credit Facility Provider and the 
contractor as additional insureds and will insure against "all 
riskgt subject to standard policy conditions and exclusions. The 
contractor will purchase and maintain similar property insurance " 

for portions of the work stored off the site or in transit when 
such portions of the work are to be included in an application for 
payment. The contractor will be responsible forthe payment of any 
deductible amounts associated with this insurance. 

Section 7.8. Contractor's Worker's ComDensation Insurance. 
Each contractor entering into a construction contract relating to 
any part of the Project will be required to procure and maintain, 
at h i s  or her own cost and expense, worker's compensation insurance 
during the term of his or her construction contract, covering his 
or her employees working thereunder. Such insurance, if issued by 
a private carrier, will contain a provision that such coverage will 
not be canceled without 30 days' prior written notice to the 
Lessee, the Lessor, the Trustee and the Credit Facility Provider. 
A certificate evidencing such coverage will be provided to the 
Lessee, the Lessor, the Trustee and the Credit Facility Provider 
or, if such insurance is provided by a private carrier, a completed 
certificate of insurance, in form acceptable to the Lessee, the 

3 0  



Lessor, the Trustee and the Credit Facility Provider will be 
provided to the Lessee, the Lessor, the Trustee and the Credit 
Facility Provider with respect to each contractor entering into a 
construction contract. Each construction contract will also 
provide that each subcontractor of any contractor who is a p a r t y  
to such construction contract will be required t o  furnish similar 
worker's compensation insurance. 

Section 7 . 9 .  Filins With the Lessor. The Lessee will cause 
'copies of a l l  performance bonds and insurance contracts or approved 
certificates thereof, as required under Sections 7.5, 7.6, 7.7 and 
7 . 8 ,  to be delivered to the Lessor, the Trustee and the Credit 
Facility Provider in a timely manner and in such form as to certify 
compliance with the provisions of the said Sections. 

Section 7.10. Application of Net Proceeds. In the event of 
any material default by a contractor under any construction 
contract, or in the event of a material breach of warranty with 

, respect to any materials, workmanship or performance, the Lessee 
will promptly proceed, either separately or in conjunction with 
others, to pursue diligently its remedies against such contractor 
and/or against each surety of any bond securing the performance of 
the construction contract. The Net Proceeds of any amounts 
recovered by way of damages, refunds, adjustments or otherwise in 
connection with the foregoing, remaining after reimbursement to the 
Lessor of any amounts theretofore paid by the Lessor and not 
previously reimbursed tothe Lessor for correcting or remedyingthe 
default or breach of warranty which gave rise to the proceedings 
against the contractor or surety, will be paid to the Trustee for 
deposit into the Lessee's Lessee Acquisition Account if received 
before the Completion Date, or if received thereafter, will be 
deposited as otherwise provided in Section 8.2 or otherwise applied 
as provided in Section 8 . 3 .  The Net Proceeds of any performance 
or payment bond or insurance policy required by this Section will 
likewise be paid into the Lessee's Lessee Acquisition Account if 
received before the Completion Date, or, if received thereafter, 
will either be deposited as provided in Section 8.2 or otherwise 
applied as provided in Section 8.3. 

[End of Article VI11 
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ARTICLE VI11 

DAMAGEz DESTRUCTION AND CONDEMNATION; 
USE OF NET PROCEEDS 

Section 8.1. Damase, Destruction or Condemnation. If, during 
the Lease Term, (i) the Project or any portion thereof is 

L destroyed, or is damaged by fire or other casualty; (ii) title to, 
or the temporary or permanent use of the Project or any portion 

. thereof or the estate of the Lessee or the Lessor in the Project 
or any portion thereof is taken under the power of eminent domain 
by any governmental authority; (iii) a material defect in 
construction of the Project becomes apparent; or (iv) title to or 
the use of all or any portion of the Project is lost by reason of 
a defect in title thereto, then the Lessee will continue to be 
obligated, subject to the provisions of Section 8 . 3 ,  to continue 
tomake Lease Rental Payments regardless of whether the certificate 
provided for in Section 7.4 has been delivered to the Lessor. 

2. Oblisation of the Lessee to ReDair and ReDlace 
Subject to the provisions of Section 8 . 3 ,  the Net 
insurance policies, performance bonds, condemnation 
Proceeds received as a consequence of default or 

breach of warranty under a construction contract or other contract 
relating to the Project, made available by reason of any occurrence 
described in Section 8.1, will be deposited in the Lessee's Lessee 
Acquisition Account, if received before the Completion Date of the 
Project, or, if received thereafter, to be deposited in a separate 
trust fund held by the Trustee. Except as set forth in Section 
8 . 3 ,  all Net Proceeds so deposited will be applied, upon approval 

' I by the Lessor, and so long as no Event of Default or Event of 
Nonappropriation has occurred and is continuing, to the prompt 
repair, restoration, modification, improvement or replacement of 
the Project upon receipt of-requisitions acceptable to the Lessor 
approved by the Lessee Representative stating with respect to each 
payment to be made: (a) the requisition number; (b) the name and 
address of the person, firm or corporation to whom payment is due: 
(c) the amount to be paid; and (d) that each obligation mentioned 
therein has been properly incurred, is a proper charge against the 
Lessee's Lessee Acquisition Account, or the separate trust fund, 
and has not been the basis of any previous withdrawal and 
specifying in reasonable detail the nature of the obligation, 
accompanied by a bill or a statement of account for such obligation 
and otherwise complying with, and/or evidencing compliance with 

' the requirements of Section 7.2. In carrying out any of the 
provisions of this Section 8.2, the Lessee will have all power and 
authority granted under Article VI1 of this Lease. The Lessor will 
cooperate with the Lessee in the administration of such fund and 
will not unreasonably withhold its approval of requisitions under 
this Section 8.2. The balance of any such Net Proceeds remaining 
after such repair, restoration, modification, improvement or 
replacement has been completed will, if received prior to the 
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Completion Date, be deposited into the Lessee's Lessee Acquisition 
Account; and if received thereafter, will be deposited in the 
Revenue Fund and applied to satisfy payment of Base Rentals. Any 
repair, restoration, modification, improvement or replacement paid 
for in whole or in part out of such Net Proceeds will be the 
property of the Lessor, subject to this Lease, and will be included 
as part of the Project under this Lease. 

Section 8.3. Insufficiency of Net Proceeds; Discharqe of the 
Obliaation of the Lessee To Repair the Project. If the Net 
Proceeds will be insufficient to pay in full the cost of any 
repair, restoration, modification, improvement or replacement of 
the Project as required under Section 8.2, the Lessee may elect to 
proceed under any of the following options: 

(a) The Lessee may complete the work and pay any cost 
in excess of the amount of the Net Proceeds (by depositing or 
causing the deposit of the requisite funds in the Lessee's 
Lessee Acquisition Account, if the funds are deposited prior 
to the Completion Date of the Project, or in a separate fund 
held by the Trustee, if the funds are deposited thereafter), 
and the Lessee agrees that, if by reason of any such 
insufficiency of the Net Proceeds, the Lessee will make any 
payments pursuant to the provisions of this subsection, the 
Lessee will not be entitled to any reimbursement therefor from 
the Lessor, the Trustee or the credit Facility Provider nor 
will the Lessee be entitled to any diminution of the Base 
Rentals and Additional Rentals payable under Section 6.1. 

(b) The obligation of the Lessee to repair or replace 
the Project under Section 8.2 may, at the option of the 
Lessee, be discharged by causing the Net Proceeds to be 
applied to the payment of the Optional Prepayment Price, 
applicable, in accordance with Article XI1 of this Lease. In 
the event of an insufficiency of the Net Proceeds for such 
purpose, the Lessee will pay such amounts as may be necessary 
to equal the Optional Prepayment Price; and in the event the 
Net Proceeds will exceed the Optional Prepayment Price, such 
excess will be paid to or retained by the Lessee. 

Within 90 days of the occurrence of an event specified in 
Section 8.1, the -Lessee will commence the repair, restoration, 
modification, improvement or replacement of the Project, or will 
elect, by prior written notice to the Lessor, to proceed under the 
provisions of subsection (b) of this Section. For purposes of this 
Section, "commence" will include the retention of an architect or 
engineer in anticipation of repair, restoration, modification, 
improvement or replacement of the Project. In the event that the 
Lessee, after commencing the repair, restoration, modification, 
improvement or replacement of the Project, determines that the Net 
Proceeds (plus any amount withheld therefrom by reason of any 
deductible clause) will be insufficient for the accomplishment 
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t h e r e o f ,  t h e  Lessee may elect t o  proceed under subsec t ion  (b )  of 
t h i s  Sect ion.  

Sec t ion  8 . 4 .  Cooperation of Lessor. T h e  T rus t ee  and t h e  
Lessor s h a l l  cooperate f u l l y  with t h e  Lessee i n  f i l i n g  any proof 
of loss with r e spec t  t o  any insurance pol icy  o r  performance bond 

,covering t h e  events  descr ibed i n  Sec t ion  8 . 2 ,  i n  t h e  prosecut ion  
o r  defense of any prospec t ive  o r  pending condemnation proceeding 
w i t h  r e spec t  t o  t h e  P r o j e c t  o r  any po r t ion  thereof ,  and i n  t h e  
prosecut ion of any a c t i o n  r e l a t i n g  t o  d e f a u l t s  o r  breaches of 
warranty under any cons t ruc t ion  con t r ac t s  o r  any o t h e r  c o n t r a c t s  
r e l a t i n g  t o  t h e  P ro jec t .  I n  no event  s h a l l  t h e  Lessor  o r  t h e  
Lessee v o l u n t a r i l y  se t t le ,  o r  consent t o  t h e  s e t t l e m e n t  o f ,  any 
proceeding a r i s i n g  ou t  of  any insurance claim, performance o r  
payment bond claim, prospec t ive  o r  pending condemnation proceeding, 
o r  any a c t i o n  r e l a t i n g  t o  d e f a u l t s  o r  breaches of warranty under 
any cons t ruc t ion  c o n t r a c t s  o r  any o t h e r  c o n t r a c t s  r e l a t i n g  t o  t h e  
P r o j e c t ,  w i t h  r e spec t  t o  t he  P r o j e c t  o r  any p o r t i o n  t h e r e o f ,  
without  t h e  w r i t t e n  consent of t h e  o t h e r  and t h e  C r e d i t  F a c i l i t y  
Provider.  T h i s  Sec t ion  w i l l  not  be construed t o  o b l i g a t e  t h e  
Lessor o r  t h e  C r e d i t  F a c i l i t y  Provider t o  advance its own funds i n  
order t o  t a k e  any a c t i o n  hereunder .  

[End of A r t i c l e  V I I I ]  
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ARTICLE IX 

DISCLAIMER OF WARRANTIES; OTHER COVENANTS 

Section 9.1. Disclaimer of Warranties. THE LESSOR, THE 
ISSUER, THE TRUSTEE, THE CREDIT FACILITY PROVIDER AND THE OWNERS 
OF THE BONDS MAKE NO WARRANTY OR REPRESENTATION, EITHER EXPRESS OR 
IMPLIED, AS TO THE VALUE, DESIGN, CONDITION, MERCHANTABILITY OR 
FITNESS FOR A PARTICULAR PURPOSE OR FITNESS FOR USE OF THE PROJECT 
OR ANY PORTION THEREOF OR ANY OTHER REPRESENTATION OR WARRANTY WITH 
RESPECT TO THE PROJECT OR ANY PORTION THEREOF. The Lessee hereby 
acknowledges and declares that the Lessee is solely responsible f o r  
the acquisition, construction, design, installation and equipping 
of the Project as the agent of the Lessor, and for the operation 
and maintenance of the Project during the Lease Term, and that the 
Lessor, the Issuer, the Trustee, the Credit Facility Provider and 
the Owners of the Bonds have no responsibility therefor. In no 
event will the Lessor, the Issuer, the Trustee, the Credit Facility 
Provider or the Owners of the Bonds be liable for any direct or 
indirect, incidental, special or consequential damage in connection 
with or arising out of this Lease or the existence, furnishing, 
functioning or use by the Lessee of the Project or any item, 
product or service provided for herein. 

Section 9 . 2 .  Further Assurances and Corrective Instruments. 
The Lessor and the Lessee agree that they will, from time to time, 
at the Lessee's expense, execute, acknowledge and deliver, or cause 
to be executed, acknowledged and delivered, such supplements hereto 
and such further instruments as may reasonably be required for 
correcting any inadequate or incorrect description of the Project 
hereby leased or intended so to be, or for oeherwise carrying out 
the intention hereof. 

Section 9 . 3 .  Lessor and Lessee Representatives. Whenever 
under t,he provisions hereof the approval of the Lessor or the 
Lessee I's required to take some action at the request of the other, 
unless otherwise provided, such approval or such request will be 
Given for the Lessor by the Lessor Representative and for the 
kssee by the Lessee Representative and the Lessor and the Lessee 
will be authorized to act on any such approval or request. 

Section 9 . 4 .  Compliance With Requirements. During the Lease 
Term, the Lessee and the Lessor will observe and comply promptly 
with a11 current and future orders of all courts having 
jurisdiction over the Project or any portion thereof (or be 
diligently and in good faith contesting such orders), and all 
current and future requirements of all insurance companies writing 
policies covering the Project or any portion thereof. 

Lessee Acknowledment of the Bonds and Credit 
Facility:. The Lessee acknowledges (i) that this Lease and the 
financing by the Lessor of the acquisition, construction, 
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installation and equipping of the Project is a part of the pooleg 
lease financing program contemplated by the Indenture and the Bonds 

, (the tfProgramlt) t (ii) that the payment and purchase of the Bonds 
is supported by the Credit Facility issued by the Credit Facility 

..Provider; and (iii) that the Lease Rental Payments under this 
ase, together with lease rental payments under all other leases 

"entered into by the Lessor pursuant to the Program, are "and will 
be applied to ( A )  pay the principal or Purchase Price of and 

ium, if any, and interest on the Bonds, (B) reimburse the 
edit Facility Provider for all amounts paid by it under the 

Credit Facility ta pay or purchase the Bonds, (C) pay interest, 
'fees and other amounts due and owing to (including advances made 
;by) the Credit Facility Provider under the Credit Facility 
'.Agreement, and (D) pay all other costs and expenses of the Program. 
The Lessee acknowledges and consents to the assignment by the 
Issuer, pursuant to the Indenture, and by the Lessor, pursuant to 
Section 13.1, to the Trustee, for the equal and ratable benefit of 
the Owners of the Bonds and the Credit Facility Provider, of all 

; right, title and interest of the Issuer and the Lessor, 
respectively, in, to and under this Lease. 

Section 9.6. Audited Financial Report. The Lessee will 
.j provide the Lessor and the Credit Facility Provider with a copy of 

essee's annual audited financial report within thirty (30) 
s of its receipt by the Lessee. 

Section 9.7. Inspection And Lessee Reports. The Lessor, the 
stee and the Credit Facility" Provider and their respective 

uthorized representatives shall at any time during normal business 
s have the right to enter the premises where the Project may 

be located for the purpose of inspecting and examining the Project 
"and its condition, use, and operation and the books and records of 
the Lessee relating thereto to ensure compliance by the Lessee with 
its obligations under this Lease, provided that no such party shall 
have any duty to inspect and shall not incur any liability or 
obligation by reason of not making any such inspection. 

Section 9.8 Notice of Event of Default or Event of 
Nonapmopriation. Promptly after any principal executive or 
financial officer of the Lessee has obtained actual knowledge of 
any Event of Default or Event of Nonappropriation hereunder, the 
Lessee will immediately notify the Lessor and the Credit Facility 
Provider of such Event of Default or Event of Nonappropriation. 

[End of  Article 1x3 
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ARTICLE X 

MAINTENANCE, TAXES, INSURANCE AND 
OTHER CHARGES 

Section 10.1. Maintenance of the Project bv the Lessee. The 
Lessee agrees that, at all times during the Lease Term, the Lessee 
will maintain, preserve and keep the Project or cause the Project 
to be miintained, preserved and kept, with the appurtenances and 
every part and parcel thereof, in good repair, working order and 
condition, ordinary wear and tear excepted, and that the Lessee 
will from time to time promptly make or cause to be made all 
necessary and proper repairs, except as otherwise provided in 
Section 8 . 3  (b). The Lessor, the Issuer, the Trustee, the Credit 
Facility Provider and the Owners of the Bonds will not have any 
responsibility in any of these matters or for the making of any 
additions, modifications, improvements or replacements to the 
Project . 
EcruiDment and Machinerv of the Lessee. The Lessee will have the 
privilege of remodeling the Project or making substitutions, 
additions, modifications and improvements to the Project, at its 
own cost and expense (however, title to the same will be held in 
the name of the Lessor, subject to this Lease and the Collateral 

Section 10.2. Modification of the Project; Installation of 

Documents, and will be included as part of the Project under the 
terms of this Lease): provided, however, that such remodeling, 
substitutions, additions, modFfications and improvements will not 
in any way damage the Project or cause the Project to be used for 
purposes other than lawful governmental functions of the Lessee; 
and provided further, however, that the Project, as remodeled, 
modified, improved or altered, upon completion of such remodeling, 
substitutions, additions, modifications and improvements, will be 
of a value not less than the value of the Project immediately 
prior to such remodeling or such making of substitutions, 
additions, modifications and improvements (assuming the Project was 
in the condition required by this Lease). 

The Lessee may also, from time to time in its sole discretion 
and at its own expense, but subject to the limitations set forth 
above, install machinery, equipment and other tangible property in 
or on the Project. All such machinery, equipment and other 
tangible property will remain the sole property of the Lessee in 
which neither the Lessor nor any assignee of the Lessor will have 
any interest; provided, however, that title to any such machinery, 
equipment and other tangible property which becomes permanently 
affixed to the Project will be held in the name of the Lessor, 
subject to this Lease and will be included in the Project under the 
terms of this Lease in the event the Lessor reasonably determines 
that the Project would be damaged or impaired by the removal of 
such machinery, equipment or other tangible property. 
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Section 10.3. Replacement and Substitution of Equipment. The 
Lessee will not be under any obligation to renew, repair or replace 
any inadequate, obsolete, worn-out, unsuitable, undesirable or 
unnecessary equipment. In any instance where the Lessee determines 
that any equipment has become inadequate, obsolete, worn-out, 
unsuitable, undesirable or unnecessary, the Lessee may remove such 
equipment from the Project and (on behalf of the Lessor) sell, 
trade-in, exchange or otherwise dispose of it (as a whole or in 
part) without any responsibility or accountability to the Lessor 
or any assignee of the Lessor therefor, provided that the Lessee 
will! either: 

(a) Substitute (by direct payment of the costs thereof 
or by designating as equipment, machinery or other personal 
property, other than property included as part of the Project 
pursuant to Section 10.2) and install anywhere in or on the 
Project, other equipment, machinery or related property having 
equal or greater value and utility (but not necessarily having 
the same function) in the operation of the Project; or 

(b) Not make any such substitution and installation, 
provided (i) in the case of the sale of any such equipment to 
anyone other than itself, or in the case of the scrapping 
thereof, the Lessee will pay to the Trustee for deposit in the 
Revenue Fund as a prepayment of Base Rentals (other than the 
principal components thereof) the Net Proceeds from such sale 
or the scrap value thereof, as the case may be, (ii) that in 
the case of the trade-in of such equipment for other 
machinery, equipment or related property not to be installed 
in or on the Project, the Lessee will hay to the Trustee for 
deposit in the Revenue Fund as a prepayment of Base Rentals 
(other than the principal components thereof) the amount of 
the credit received by it in such trade-in and (iii) that in 
the case of the sale of any such equipment to the Lessee, or 
in the case of any other disposition thereof, the Lessee will 
pay to the Trustee for deposit in the Revenue Fund the amount 
equal to the original cost thereof paid out of the Lessee’s 
Lessee Acquisition Account. 

The removal from the Project of any portion of the equipment 
pursuant to the provisions of this Section 10.3 will not entitle 
the Lessee to any postponement, abatement or diminution of the Base 
Rentals or Additional Rentals required to be paid under Section 
6.1. 

The Lessee will promptly report in writing to the Lessor each 
removal, substitution, sale or other disposition under subsections 
(a) and (b) of this Section and will pay to the Trustee (wi th  
notice to the LessoF) all amounts required by subsection (b) of 
this Section promptly after any subsequent sale, scrapping, trade- 
in or other disposition requiring such payment. All substituted 
machinery, equipment or related property installed pursuant to this 
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Section will be free of all liens and encumbrances (other than 
Permitted Encumbrances) and will become a part of the Project. The 
Lessee will not remove, or permit the removal of, any of the 
equipment from the Project except in accordance with this Section. 
The Lessor and its assignees will cooperate with the Lessee in 
implementing the Lessee's rights to dispose of equipment pursuant 
to this Section and will execute any and all conveyances, releases 
or other documents necessary or appropriate i.n connection 
therewith. 

Section 10.4. Taxes. Other Governmental Charqes and Utilib 
Charcres. In the event that the Project or any portion thereof is, 
for any reason, deemed subject to taxation, assessments or charges 
lawfully made by any governmental body, the Lessee will, during the 
Lease Term, appropriate funds for, and pay the amount of, all such 
taxes, assessments and governmental charges when due. With respect 
to special assessments or other governmental charges which may be 
lawfully paid in installments over a period of years, the Lessee 
will be obligated to provide only for such installments as are 
required to be paid during the then current Fiscal Year. The 
Lessee will not allow any liens for taxes, assessments or 
governmental charges with respect to the Project or any portion 
thereof to become delinquent (including, without limitation, any 
taxes levied upon the Project or any portion thereof which, if not 
Daid, will become a charge on the rentals and receipts from the 
'Project or any portion thereof, or any interest there&, including 
the interest of the Lessor, the Trustee, the Owners of the Bonds 
or the Credit Facility Provider or the rentals and revenues derived 
therefrom or hereunder). The Lessee will also appropriate funds 
for  and pay, as the same respectively become due, all gas, water, 
steam, electricity, heat, power, telephone, utility and other 
hharges incurred in the operation, maintenance and upkeep of the 
Project . 

The Lessee may, at the expense and in the name of the Lessee, 
in good faith contest any such taxes, assessments, utility and 
other charges and, in the event of any such contest, may permit the 
taxes, assessments, utility or other charges so contested to remain 
unpaid during the period of such contest and any appeal therefrom 

, unless the Lessor or the Credit Facility Provider notifies the 
Lessee that, in the opinion of Independent Counsel (whose fees and 
expenses shall be paid by the Lessee), by nonpayment of any such 
items the security afforded pursuant to this Lease may be 
materially endangered or the Project or any portion thereof will 
be subject to loss or forfeiture, or the Lessor will be subject to 
liability, in which event such taxes, assessments, utility or other 
charges will be paid forthwith (provided, however, that such 
payment will not constitute a waiver of the right to continue to 
contest such taxes, assessments, utility or other , charges). 

Section 10.5. Provisions Reqardinq Casualtv, Public LiabilitV 
and Propertv Damaqe Insurance. Upon the completion and acceptance 
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of t h e  P r o j e c t ,  t h e  Lessee, a t  its expense, w i l l  c ause  c a s u a l t y  and 
p r o p e r t y  damage insurance  w i t h  a company o r  s e l f - i n s u r a n c e  fund 
a c c e p t a b l e  t o  t h e  Lessor and t h e  Cred i t  F a c i l i t y  Provider  t o  be 
carried and maintained w i t h  r e s p e c t  t o  t h e  Project i n  an  amount 
equa l  t o  t h e  aggregate p r i n c i p a l  components of Base Ren ta l s  payable  
d u r i n g  t h e  maximum term of t h i s  Lease o r  t he  replacement c o s t  
(excluding foundat ions)  of t h e  P r o j e c t ;  whichever is g r e a t e r .  T h e  
Lessee w i l l ,  du r ing  t h e  Lease T e r m ,  a p p r o p r i a t e  funds f o r  and pay 
t h e  cost  of such c a s u a l t y  and p rope r ty  damage insurance ,  The 
Lessee w i l l ,  du r ing  t h e  Lease Term, comply wi th  t h e  r easonab le  
d i r e c t i o n  of t h e  Lessor a s  t o  t h e  terms of such c a s u a l t y  and 
p r o p e r t y  damage in su rance ,  c o n s i s t e n t  w i t h  t h e  requirements  of t h i s  
Sec t ion ,  and as t o  t h e  s e l e c t i o n  of a r e s p o n s i b l e  i n s u r e r  t o  
provide  such c a s u a l t y  and p r o p e r t y  damage in su rance .  The in su rance  
p o l i c y  may have a p e r  occurrence  d e d u c t i b l e  c l a u s e  n o t  i n  excess  
of t h e  greater of $10,000 o r  t h e  pe rcen tage  of t o t a l  B a s e  R e n t a l s  
due under t h i s  Lease s p e c i f i e d  i n  Exhib i t  A .  The Project may be 
insu red  under a b l a n k e t  i n s u r a n c e  p o l i c y  which i n s u r e s  o ther  
f ac i l i t i e s  a s  w e l l  a s  t h e  Project ,  as long  as such b l a n k e t  
i n su rance  p o l i c y  complies w i t h  t h e  reqyi rements  of t h i s  Lease; 
provided t h a t  t h e  p r o t e c t i o n  afforded under  such b l anke t  i n s u r a n c e  
p o l i c y  is  comparable t o  t h a t  provided under o t h e r  t han  a b l a n k e t  
i n su rance  po l i cy .  Any c a s u a l t y  and p r o p e r t y  damage in su rance  
p o l i c y  r equ i r ed  by t h i s  Sec t ion  w i l l  name t h e  Lessor ,  t h e  T r u s t e e  
and t h e  Cred i t  F a c i l i t y  P rov ide r  as a d d i t i o n a l  named i n s u r e d s  and 
w i l l  be  so w r i t t e n  or  endorsed a s  t o  make losses, if any, payab le  
t o  the  Trus t ee  ( f o r  a p p l i c a t i o n  as provided i n  S e c t i o n s  8 . 2  and 
8 . 3 ) .  

Upon t h e  execut ion  and d e l i v e r y  of t h i s  Lease, t h e  Lessee w i l l  
cause  p u b l i c  l i a b i l i t y  i n su rance  t o  be  c a r r i e d  and maintained w i t h  
a company o r  s e l f - in su rance  fund a c c e p t a b l e  t o  t h e  LessoP and t h e  
C r e d i t  F a c i l i t y  Provider  w i t h  respect t o  t h e  a c t i v i t i e s  t o  be 
undertaken by and on behalf  of t h e  Lessee i n  connect ion w i t h  t h e  
use of the  Project.  The Lessee w i l l ,  d u r i n g  t h e  Lease Term, 
a p p r o p r i a t e  funds fo r  and pay t h e  cos t  of such p u b l i c  l i a b i l i t y  
insurance.  The p u b l i c  l i a b i l i t y  i n s u r a n c e  w i l l  be i n  such amount 
as is approved by t h e  Lessor and the  C r e d i t  F a c i l i t y  Provider ,  b u t  
i n  no event i n  an amount less t h a n  $1,000,000 f o r  pe r sona l  i n j u r y  
o r  d e a t h  i n  connect ion w i t h  t h e  P r o j e c t  and $1 ,000 ,000 f o r  property 
damage for  any occurrence i n  connec t ion  w i t h  t h e  Project.  The 
p u b l i c  l i a b i l i t y  insurance  r e q u i r e d  by t h i s  Sec t ion  may be by 
b l a n k e t  insurance  p o l i c y  o r  p o l i c i e s ;  provided t h a t  t he  p r o t e c t i o n  
provided under such b l anke t  i n s u r a n c e  p o l i c y  is comparable t o  t h a t  
provided under o t h e r  t han  a b l a n k e t  i n su rance  p o l i c y .  Any p u b l i c  
l i a b i l i t y  insurance  p o l i c y  r e q u i r e d  by t h i s  S e c t i o n  w i l l  name t h e  
Lessor, t h e  Trus t ee  and t h e  C r e d i t  F a c i l i t y  P rov ide r  a s  a d d i t i o n a l  
named insureds .  

Each insurance  po l i cy  provided  for i n  t h i s  S e c t i o n  w i l l  
c o n t a i n  a p rov i s ion  t o  t h e  effect  t h a t  t h e  insu rance  company w i l l  
n o t  cancel o r  te rmi .na te  t h e  p o l i c y  o r  modify it m a t e r i a l l y  and 
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adversely to the interests of the Lessor, the Trustee and the 
Credit Facility Provider without first giving written notice 
thereof by certified mail to the Lessee and the Lessor, the Trustee 
and the Credit Facility Provider at least 10 days in advance of 
such cancellation, termination or modification. All insurance 
policies issued pursuant to this Section will be deposited with the 
Trustee. 

Section 10.6. Advances. In the event that the Lessee fails 
to pay any Additional Rentals during the Lease Term, the Lessor may 
(but will be under no obligation to) pay such Additional Rentals, 
which Additional Rentals the Lessee agrees to reimburse to the 
Lessor on demand, together with interest thereon at the Late 
Payment Rate. 

[End of Article X J  
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ARTICLE XI 

TITLE TO THE PROJECT; 
LIMITATIONS ON ENCUMBRANCES; ADDITIONAL SECURITY 

Section 11.1 Title to the Project. Except personal property 
purchased by the Lessee at its own expense pursuant to Section 
10.2, title. to the Project and any and all additions and 
modifications to or replacements of any portion of the Project will 
be held’ in the name of the Lessor, subject only to Permitted 
Encumbrances, until liquidated or foreclosed or otherwise realized 
on by the Credit Facility Provider pursuant to or by reason of this 
Lease, the Indenture and/or any Collateral Document, or conveyed 
by the Lessor as provided in Article XI1 of this Lease, 
notwithstanding (a) termination of this Lease by the Lessee by 
reason of an Event of Nonappropriation as provided in Section 6.6; 
(b) the occurrence of one or more Events of Default as defined in 

+Section 14.1; (c) the occurrence of any event of damage, 
destruction, condemnation or construction defect or title defect, 
as provided in Article VI11 of this Lease; or (d) the violation by 
the- Lessor (or the Trustee or the Credit Facility Provider as 
assignee of the Lessor) of any provision of this Lease. 

The Lessee will have no right, title or interest in the 
Project or any additions and modifications to or replacements of 
any portion of the Project, except as expressly set forth in this 
Lease. 

Section 11.2. No Encumbrance, Mortsaqe or Pledcre of Proiect. 
The Lessee will not Demit any mechanic’s or other lien to be 
rfected or remain aiainst the- Project (including any additions, 

modifications, substitutions or improvements thereof or thereto), 
cept Permitted Encumbrances; provided that subsequent to the 
pletion Date, if the Lessee first notifies the Lessor of the 

intention of the Lessee so to do, the Lessee may in good faith 
contest any mechanic * s or other lien filed or perfected against the 
Project, and in such event may permit the items so contested to 
remain undischarged and unsatisfied during the period of such 

est and any appeal therefrom unless the Lessor ,pr the Credit 
“Facilitv Provider notifies the Lessee that, in the opinion of 
Indepenient Counsel (whose fees and expenses- will be pgid by the 
Lessee), by nonpayment of any such items the Lessor’s title to the 
Project, or the lien on the Project, may be materially endangered, 
or the Project or any part thereof will be subject to loss or 
forfeiture, in which event the Lessee will promptly pay and cause 
to be satisfied and discharged all such unpaid items (provided, 
however, that such payment will not constitute a waiver of the 
right to continue to contest such items). The Lessor will 
cooperate fully with the Lessee in any such contest, upon the 
request and at the expense of the Lessee. The Lessee will not 
directly or indirectly create, incur, assume or suffer to exist any 
mortgage, pledge, lien, charge, encumbrance or claim on or with 
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respect to the Site or the Project, except Permitted Encumbrances. 
The Lessee will promptly, at its own expense, take such action as 
may be necessary to duly discharge any such mortgage, pledge, lien, 
charge, encumbrance or claim not excepted above which it has 
created, incurred or suffered to exist. The Lessor will promptly, 
at its own expense, take such action{as may be necessary to duly 
discharge any such mortgage, pledge, lien, charge , encumbrance or 
claim not excepted above which it has created, incurred or suffered 
to exist. 

Section 11.3. Deed: Mortqaqe. If required by the Credit 
Facility Provider, the Lessee has, prior to the execution and 
delivery of this Lease, executed a warranty deed conveying the Site 
to the Lessor, and the Lessor has, simultaneously with the 
execution and delivery of this Lease, executed and delivered the 
MoTtgage to the Trustee, whereby the Lessor has mortgaged to the 
Trbstee, f o r  the equal and ratable benefit of the Owners of the 
Bonds and the Credit Facility Provider, the Site, to secure the 
payment and performance of all of the Issuer's and the Lessor's 
obligations under the Indenture and the Credit Facility Agreement. 
If required by the Credit Facility Provider, the lien of the 
Mortgage must be insured by a title insurance policy, satisfactory 
in form and substance to the Credit Facility Provider, and issued 
and/or reinsured by such title insurance companies as are 
acceptable to the Credit Facility Provider. 

Section 11.4. Securitv Interest. To secure the payment and 
performance of all of the Lessee's obligations under this Lease, 
the Lessee hereby grants and pledges to the Lessor a lien on and 
security interest in and to (i) all equipment, machinery, 
furnishings, furniture, vehicles and other personal property 
comprising a portion of the Project, (ii) all additions, 
attachments, accessions and substitutions thereto, (iii) all plans, 
drawings and specifications for the Project, when and as they are 
approved by the Lessee, including change orders, if any, as 
provided in Section 7.1, (iv) a11 permits necessary for 
construction and installation of the Project, including any 
building permits and certificates of occupancy, (v) all contracts 
entered into by the Lessee (whether in its own name or on behalf 
of the Lessor) for the acquisition, construction, installation, 
operation, maintenance or servicing of any part of the Project 
including, without limitation, contracts with construction 
contractors, vendors, architects, engineers, servicers and other 
consultants., and including contracts between any contractor for 
the Project and its subcontractors, (vi) all contracts entered into 
by the Lessee (whether in its own name or on behalf of the Lessor) 
for the sale or lease of the output from or services of t h e  
Project, and (vii) all proceeds of any of the foregoing, subject 
and subordinate, however, to the security interest therein granted 
by the Lessor to the Trustee pursuant to the Indenture. The Lessee 
agrees to execute such additional documents, including financing 
statements, affidavits, notices and similar instruments, in form 
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s a t i s f a c t o r y  t o  t h e  Lessor and t h e  C r e d i t  F a c i l i t y  Provider ,  which 
t h e  Lessor o r  C r e d i t  F a c i l i t y  Provider deems necessary o r  
appropr i a t e  t o  p e r f e c t  and maintain t h e  l i e n  on and s e c u r i t y  

4 i n t e r e s t  i n  t h e  a f o r e s a i d  c o l l a t e r a l  granted hereunder by t h e  
Lessee. 

Sec t ion  11.5. L e t t e r  of C r e d i t .  I f  requi red  by the  C r e d i t  
F a c i l i t y  Provider,  t he  Lessee, p r i o r  t o  o r  s imultaneously w i t h  t h e  
execut ion and d e l i v e r y  of t h i s  Lease, caused a le t ter  of credit ,  
s a t i s f a c t o r y  i n  form and subs tance  t o  t h e  C r e d i t  F a c i l i t y  Provider 
and having t h e  t k r m s  and p r o v i s i o n s  described i n  t h e  next  s e n t e n c e  
of t h i s  Sect ion (a "Letter of C r e d i t " ) ,  t o  be i s sued  by a bank 
s a t i s f a c t o r y  t o  t h e  C r e d i t  F a c i l i t y  Provider (an llApproved Bank") 
in favor  of t h e  Trus tee  a s  s e c u r i t y  f o r  t h e  o b l i g a t i o n s  of t h e  
Lessee under t h i s  Lease. The Lessee acknowledges t h a t  such  better 
of Cred i t  has  a term which ends on o r  about t h e  30th day a f t e r  t h e  
end of t h e  first f u l l  Fiscal Year following commencement of t h e  

. Lease Term and is renewable au tomat ica l ly  f o r  success ive  12-month 
pe r iods  un le s s ,  a t  l e a s t  60 days p r i o r  t o  t h e  end of any F i s c a l  
Year, such Approved Bank d e l i v e r s  w r i t t e n  n o t i c e  t o  t h e  Lessee, t h e  
Lessor, t h e  Trustee and t h e  C r e d i t  F a c i l i t y  Provider t h a t  such 
Letter of C r e d i t  w i l l  n o t  be renewed. The Lessee covenants and 
agrees t h a t ,  wi th in  30 days fol lowing r e c e i p t  by t h e  Lessee of ( a )  
n o t i c e  from the  Approved Bank which is t h e  i s s u e r  of t he  L e t t e r  of 
credit t h e n  i n  effect w i t h  respect t o  t h i s  Lease t h a t  such  Letter 
of C r e d i t  w i l l  no t  be renewed, o r  (b) n o t i c e  from the  C r e d i t  
F a c i l i t y  Provider t o  t h e  e f f e c t  t h a t  a C r e d i t  Event has  occurred 
o r  is l i k e l y  t o  occur wi th  r e s p e c t  t o  t h e  Approved Bank which is 
t h e  i s s u e r  of the  Letter of C r e d i t  then  i n  effect w i t h  r e spec t  t o  
t h i s  Lease, t h e  Lessee w i l l  cause  another  Letter of C r e d i t  i s sued  
by another  Approved Bank t o  be i ssued  i n  favor  of t h e  Trus tee  a s  
s e c u r i t y  f o r  t h e  o b l i g a t i o n s  of t h e  Lessee under t h i s  Lease. A s  
used i n  t h i s  Sect ion,  t h e  term " C r e d i t  Event" means, w i t h  respect 
t o - a n  Approved Bank, (i) a decree o r  order of a c o u r t  o r  agency o r  
supervisory a u t h o r i t y  having j u r i s d i c t i o n  i n  t h e  premises f o r  t h e  
appointment of a conse rva to r  o r  r ece ive r  o r  l i q u i d a t o r  i n  any 
insolvency proceedings,  readjustment  of debt ,  marsha l l ing  of a s s e t s  
o r  l i a b i l i t i e s  o r  s i m i l a r  proceedings of o r  w i t h  r e s p e c t  t o  such 
Approved Bank o r  of o r  w i t h  r e s p e c t  t o  a l l  o r  s u b s t a n t i a l l y  a l l  of 
t h e  property of such Approved Bank o r  far t h e  winding-up o r  
l i q u i d a t i o n  of t h e  a f f a i r s  of  such Approved Bank has  been  en tered ,  
, o r  (ii) such Approved Bank h a s  consented t o  t h e  appointment of a 
conservator  o r  r e c e i v e r  o r  l i q u i d a t o r  i n  any insolvency 
proceedings,  readjustment of debt , marshal l ing of a s s e t s  o r  
l i a b i l i t i e s  o r  s i m i l a r  proceedings of o r  w i t h  r e s p e c t  t o  such 
Approved Bank, o r  of o r  wi th  r e spec t  t o  a l l  o r  s u b s t a n t i a l l y  a l l  
of t h e  property of such Approved Bank, o r  (iii) such Approved Bank 
has f i l e d  a p e t i t i o n  t o  take advantage of any a p p l i c a b l e  insolvency 
o r  reorganiza t ion  s t a t u t e ,  o r  ( i v )  such Approved Bank gene ra l ly  
suspends payment of its o b l i g a t i o n s ,  or (v)  such  Approved Bank 
takes ac t ion  w i t h  r e s p e c t  t o  any of t he  events  described i n  t h e  
preceding c l auses  (i) through ( i v )  , o r  ( v i )  any credit  r a t i n g  f o r  
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,-term debt obligations or letters of credit of such 
Bank has been downgraded or withdrawn subsequent to the 
or latest renewal by such Approved Bank of a Letter of 

(End of Article XI] 
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ARTICLE XI1 

CONVEYANCE OF THE PROJECT 

Section 12.1. Convevance of the Project. The Lessor will 
transfer and convey to the Lessee the Project, in the manner 
provided for in Section 12.2; provided, however, that prior to such 
assignment, transfer and conveyance the Lessee has paid in full 
either (i) all Base Rentals required hereunder as set forth in 
Exhibit B hereto, for the entire maximum Lease Term or (Ai) the 
then applicable Optional Prepayment Price, together, in each case, 
with all Lease Rental Payments accrued to the date of termination 
of this Lease. 

The Lessee is hereby granted the option to terminate this 
Lease and to purchase the Project, subject to the prior written 
consent of the Lessor and the Credit Facility Provider, upon 
payment of the then applicable Optional Prepayment Price (as 
defined in the Indenture). 

Section 12.2. Manner of Conveyance. At the closing of any 
purchase or other conveyance of the Project pursuant to Section 
12.1, the Lessor and the Trustee will execute and deliver to the 
Lessee, or an assignee of the Lessee, all necessary documents 
assigning, transferring and conveying, by quitclaim deed, all of 
the Lessor's title to the Project as the Project then exists, 
subject to (i) all liens, encumbrances and restrictions created or 
suffered to exist by the Lessor as required or permitted by this 
Lease or arising as a result of any action taken or omitted to be 
taken by the Lessor as required or permitted by this Lease (except 
any lien or security interest arising under the Indenture or this 
Lease); (ii) any lien or encumbrance created or suffered to exist 
by action or omission of the Lessee and (iii) those liens and 
encumbrances (if any) to which title to the Project was subject 
when acquired by the Lessor. 

Section 12.3. Escrowed Documents. In order to facilitate the 
ssee's enforcement of the Lessor's obligations to convey the 
oject, to the Lessee under the circumstances provided in Section 

12.1, the Lessor will prepare at the time of execution of this 
Lease and hold in escrow the deed, the bill of sale and the 
cancellation of the Lease relating to the Site and the Project, in 
form satisfactory to the Lessee. The Lessor will, upon compliance 
with the applicable conditions of Section 12.1, date and release 
the deed, the bill of sale and the cancellation of Lease to the 
Lessee f o r  recording. 

d 

[End of Article X I I ]  
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ARTICLE XI11 

ASSIGNMENT, SUBLEASING, INDEMNIFICATION 
AND SELLING 

Section 13.1. Asshnment by Lessor. As security for the 
payment and performance by the Issuer and the Lessor of all of 
their obligations under the Indenture and the Credit Facility 
Agreement, including particularly the payment of the principal of, 
premium, if any, and interest on the Bonds and the payment of all 
amounts due or to become due under the Credit Facility Agreement, 
the Lessor has assigned to the Trustee, under and pursuant to the 
Indenture, all of the Lessor's right, title and interest in, to and 
under this Lease and any Collateral Documents, including but not 
limited to the right to receive the Lease Rental Payments and other 
amounts due hereunder and the security interest granted hereunder 
in any property comprising a portion of the Project. The Lessee 
acknowledges and agrees that this assignment will entitle the 
Credit Facility Provider to enforce any obligation of the Lessee 
hereunder and to exercise any remedy or right of the Lessor 
hereunder. The Lessee further acknowledges and agrees that, as 
provided in the Indenture, the function of the ffLessorll under this 
Lease may be performed by the Program Administrator (which may be 
a person or entity other than the Lessor) and its agents and 
representatives. ? 

After the occurrence of an Event of Default or an Event of 
Nonappropriation (and the honoring by the Credit Facility Provider 
of a drawing under the Credit Facility relating thereto, as more 
fully described in the Indenture), this Lease will be assigned by 
the Lessor and the Trustee to the Credit Facility Provider. The 

, Lessee acknowledges and consents to any such assignment; and the 
Lessee acknowledges and agrees that upon any such assignment, (i) 
the Credit Facility Provider. will be the "Lessorll under this Lease 
for  all purposes of this Lease, (ii) a31 references in this Lease 
to the "Lessortt or the llTrusteeft will be deemed to be references 
to the Credit Facility Provider (and/or its successors or assigns), 
(iii) all obligations of the Lessee under this Lease will be f o r  
the sole and exclusive benefit of the Credit Facility Provider 
(and/or its successors or assigns) and (iv) all payments to be made 
by the Lessee under this Lease will be made to or upon the 
direction of the Credit Facility Provider (and/or its successors 
or assigns). 

Section 13.2. Assiqnment and Subleasing bv-zhe Lessee. This 
Lease may not be assigned by the Lessee for any reason. The 
Project may be subleased by the Lessee, as a whole or in part, but 
only with the p r i o r  written consent  of the Lessor and the Credit 
Facility Provider. 

1 

1 

Section 13.3. Release and Indemnification Covenants .  To the 
extent permitted by law, the Lessee will and hereby agrees to 
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indemnify and save the Lessor, the Trustee and the Credit Facility 
Provider (each, an ttIndemniteell) harmless against and from any or 
all claims, by or on behalf of any person, firm, corporation or 
other legal entity, and all liabilities, obligations, losses and 
damages whatsoever, regardless of the cause thereof and the 
expenses, penalties and fees in connection therewith (including 
counsel fees and expenses), arising from or as a result of the 
operation, ordering, ownership, acquisition, construction, use, 
condition, delivery, rejection, storage, return or management of 
the Project during the Lease Term, or the entering into of the 
Lease, the Collateral Documents or any other document or instrument 
relating thereto (collectively, “Indemnified Claims11), including, 
but not limited to: (i) any condition of the Project; (ii) any act 
of negligence of the Lessee or of any of its agents, contractors 
or employees or any violation of law by the Lessee or breach of any 
covenant or warranty by the Lessee hereunder; (iii) any accident 
.in connection therewith resulting in damage to property or injury 
or death to any person; and (iv) the incurrence of any cost or 
expense in connection with the acquisition of the Project in excess 
ofthe moneys available therefor in the Lessee’s bessee Acquisition 
Account. To the extent permitted by law, the Lessee will indemnify 
and save each Indemnitee harmless from any such Indemnified Claim, 
or in connection with any action or proceeding brought thereon and, 
upon notice from such Indemnitee, will defend or pay the cost of 
defending such Indemnitee, in any such action or proceeding. 

The indemnification arising under this Section will continue 
in full force and effect notwithstanding the full payment of a l l  
obligations under this Lease or the termination of this Lease for 
any reason. 

[End of Article XIII] 
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ARTICLE XIV 

EVENTS OF DEFAULT AND REMEDIES 

Section 14.1. Events of Default Defined. The following will 
be "Events of Default1' under this Lease and the term "Event of 
Default" or I1Defaulttf will mean, whenever it is used in this Lease, 
any one or more of the following events: 

(a) Failure by the Lessee to pay any Base Rentals or any 
Additional Rentals at the time specified herein; 

(b) Failure by the Lessee to vacate or surrender the 
Project by the July 1 following an Event of Nonappropriation 
as provided in Section 6.6: 

(c) Failure by the Lessee to observe or perform any 
covenant, condition or agreement on its part to be observed 
or performed pursuant to Section 11.5; 

(d) Failure by the Lessee to observe or perform any 
covenant, condition or agreement on its part to be observed 
or performed, other than as referred to in subsection (a) , (b) 
or (c) of this Section, for a period of thirty (30) days after 
written notice specifying such failure and requesting that it 
be remedied will have been given to the Lessee by the Lessor 
or the Credit Facility Provider unless the Lessor and the 
Credit Facility Provider agree in writing to an extension of 
such time prior to its expiration; provided, however, if the 
failure stated in the notice cannot be corrected within the 
applicable period, neither the Lessor nor the Credit Facility 
Provider will unreasonably withhold its consent to an 
extension of such time if corrective action is instituted by 
the Lessee within the applicable period and diligently pursued 
until such failure is corrected. If, however, by reason of 
Force Maieure the Lessee is unable in whole or in part to 
carry out any of its agreements contained herein (other than 
its obligations contained in Article VI hereof and any other 
monetary obligations of the Lessee hereunder) , the Lessee will 
not be deemed in default during the continuance of such 
inability. The Lessee agrees, however, to remedy with all 
reasonable dispatch the cause or causes preventing the Lessee 
from carrying out its agreement, provided that the settlement 
of strikes and other employee-related disturbances will be 
entirely within the discretion of the Lessee and the Lessee 
will not be required to make settlement of strikes, lockouts  
and other employee-related disturbances by acceding to the 
demands of the opposing party or parties when such course is 
in the judgment of the Lessee unfavorable to the Lessee; and 

(e) The dissolutj.on or liquidation of the Lessee, or the 
voluntary initiation by the Lessee of any proceeding under any 
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federal or state law relating to bankruptcy, insolvency, 
arrangement, reorganization, readjustment of debt or any other 
form of debtor relief, or the initiation against the Lessee 
of any such proceeding which will remain undismissed f o r  sixty 
(60) days, or the entry by the Lessee into an agreement of 
composition with creditors or the failure generally by the 
Lessee to pay its debts as they become due. 

Section 14.2. Remedies on Default. Whenever any Event of 
Default referred to in Section 14.1 has occurred and is continuing, 
the Credit Facility Provider may, without any further demand or 
notice, take one or any combination of the following remedial 
steps: 

(a) terminate the Lease Term and give notice to the 
Lessee to vacate or surrender the Project, in the manner 
provided in Section 6.6, within sixty (60) days from the date 
of such notice; 

(b) exercise all the rights and remedies of a secured 
party under the Kentucky Uniform Commercial Code with respect 
to any personal property comprising a portion of the Project 
and exercise all rights and remedies of a lienholder under 
applicable law with respect to any real property comprising 
a portion of the Project and may otherwise repossess and 
liquidate or realize or foreclose upon the Project in any 
lawful manner; provided,,however, that the Credit Facility 
Provider may not recover from the Lessee any deficiency which 
may exist following the liquidation of such property; 

sell or re-lease the Project or any portion thereof; (c) 

(d) recover from the Lessee: 

the Lease Rental Payments which would otherwise 
have been payable hereunder during any period in which 
the Lessee continues to use, occupy or retain possession 
of the Project; and 

(i) 

(ii) Base Rentals and Additional Rentals, to the 
extent amounts for such Additional Rentals have been 
specifically appropriated in accordance with the 
provisions of Section 6.1, which would otherwise have 
been payable by the Lessee hereunder after the Lessee 
vacates or surrenders the Project during the remainder 
of the Fiscal Year in which such Event of Default occurs; 
or 

(e) take whatever action at law or in equity may appear 
necessary or desirable to enforce its rights in and to the 
Project under this Lease and any Collateral Documents 
(including, without limitation, the right to possession of the 
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Project and the right to sell or re-lease or otherwise dispose 
of the Project in accordance with applicable law), subject, 
however, to the limitations contained in this Lease with 
respect to the Lessee's obligations upon the occurrence of an 
Event of Nonappropriation; and/or take whatever action at law 
or in equity may appear necessary or desirable to enforce 
performance by the Lessee of the applicable covenants and 
agreements of the Lessee under this Lease (subject, however, 
to the limitations thereon contained in this Lease) and to 
recover-damages for the breach thereof. 

Section 14.3. Limitations on Remedies. A judgment requiring 
a payment of money may be entered against the Lessee by reason of 
an Event of Default only as to the Lessee's liabilities described 
in subsection (d) of Section 14.2. A judgment requiring a payment 
'of money may be entered against the Lessee by reason of an Event 
of Nonappropriation only to the extent that the Lessee fails to 
vacate or surrender the Project as required by Section 6.6, and 
.,only as to the liabilities described in Section 14.2(d) (i) . The 
remedy described in Section 14.2(d)(ii) will not be available for 
an Event of Default consisting of failure by the bessee to vacate 
or surrender the Project by the July 1 following an Event of 
Nonappropriation. 

Section 14.4. -- No Remedy Exclusive. No remedy herein 
conferred upon or reserved to the Credit Facility Provider is 
intended to be exclusive, and every such remedy will be cumulative 
and will be in addition to every other remedy given hereunder and 
every remedy now or hereafter existing at law or in equity. No 
delay or omission to exercise any right or power accruing upon any 
default will impair any such right or power and any such right and 
'power may be exercised from time to time and as often as may be 
+deemed expedient. In order to entitle the Credit Facility Provider 
to exercise any remedy reserved in this Article XIV, it will not 
be necessary to give any notice, other than such notice as may be 
required in this Article XIV. 

Section 14.5. Waivers. In the event that any agreement 
'contained herein should be breached by either party and thereafter 
waived by the other party, such waiver will be limited to the 
particular breach so waived and will not be deemed to waive any 
other breach hereunder. The Lessor may not waive any breach by the 
Lessee hereunder without the written consent of the Credit Facility 
Provider. 

Section 14.6. Aqreement To Pav Attornew' Fees and Expenses. 
In the event that the Lessee defaults under any of the provisions 
hereof and the Lessor, the Trustee or the Credit Facility Provider 
employs attorneys or incurs other expenses for the collection of 
Lease Rental Payments, or the enforcement of performance or 
observance of any obligation or agreement on the part of the Lessee 
herein contained, the Lessee agrees that it will appropriate funds 
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for and pay on demand therefor to the Lessor, the Trustee or the 
Credit Facility Provider, as applicable, the fees of such attorneys 
and such other expenses so incurred by the Lessor, the Trustee or 
the Credit Facility Provider, if applicafile. 

Section 14.7. Waiver of Appraisement, Valuati'on, Stay, 
Extension and Redemption Laws. The Lessor and the Lessee agree, 
to the extent permitted by law, that in the case of a termination 
of the Lease Term by reason of an Event of Default, neither the 
Lessor nor the Lessee nor any one claiming through or under either 
of them will or will set up, claim or seek to take advantage of any 
appraisement, valuation, stay, extension or redemption laws now or 
hereafter in force in order to prevent or hinder the enforcement 
of this Lease; and the Lessor and the Lessee, for themselves and 
all who may at any time claim through or under either of them, each 
hereby wagves, to the full 
benefit of all such laws. 

[End 

extent that it may lawfully do so, the 

of Article XIV] 
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ARTICLE XV 

MISCELLANEOUS 

Section 15.1. Notices. All notices, certificates, requests or 
other communications hereunder will be sufficiently given and w i l l  be in 
writing and mailed (postage prepaid, and certified or registered with 
return receipt requested) or delivered (including delivery by courier 
service) as f ollows : if to the Lessor, to Kentucky Associati.on of 
Counties Leasing Trust, 390 King's Daughters Drive, P. 0. Box 4207, 

- Frankfort, Kentucky 40604-4207, Attention: Executive Director, if to 
Issuer, to Pendleton County, 208 Chapel Street, Falrnouth, Kentucky 41040, 
Attention: County Judge/Executive, if to Trustee, to Liberty National 
Bank and Trust Company of Louisville, 426 Jefferson, Louisville, Kentucky 
40232, Attention: Corporate Trust Department, if to Credit Facility 
Provider, to Commonwealth Bank of Australia, New York Branch, 599 
Lexington Avenue, 18th Floor, New York, New York 1.0022, Attention: 
Lending, if to the Lessee, to the address shown on the cover page hereof. 
Any of the foregoing may, by notice given hereunder to each of the 
others, designate any further or different addresses to which subsequent 
notices, certificates, requests or other communications will be sent 
hereunder. All notices, certificates, requests and other communications 
pursuant to this Lease will be effective when received (i.f given by mail) 
or when delivered (if given by deli.very). 

Section 15.2. Bindincr Effect. This Lease will inure to the benefit 
of and will be binding upon the Lessor and the Lessee and their 
respective successors and assigns (including, without limitation, 
security assigns), subject, however, to the limitations contained in 
Article XI11 of this Lease. 

Section 15.3. Amendments, Changes 'and Modifications. Except: as 
provided in Section 6.1 with respect to Exhibit B, this Lease may not be 
amended, changed, modified or altered, or any provision hereof waived, 
without the written consent of the Lessor and the Lessee and, in 
addition, the Credit Facility Provider. 

Section 15.4. Net Lease. This Lease will be deemed and construed 
<to be a "net lease," and the Lessee will pay absolutely net during the 
Lease Term, the Lease Rental Payments and a11 other payments required 
hereunder, free of any deductions, and without abatement, deduction or 
setoff (other than credits against Base Rentals expressly provided for 
in this Lease). 

I Section 15.5. Pavments Due on Holidays, If the date for making any 
payment or the last day for performance of any act or the exercising of 
any right, as provided in this Lease, is not a Business Day, such payment I 

I 
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may be made or act performed or right exercised on the next preceding day 
that is a Business Day with the same force and effect as if done on the 
nominal date provided in this Lease. 

Section 15.6. Severabilitv. In the event that any provision of 
this Lease, other than the requirement of the Lessee to pay Base Rentals 
and the requirement of the Lessor to provide quiet enjoyment of the 
Project and to convey the Project to the Lessee under the conditions set 
forth in Article XII, is held invalid or unenforceable by any court of 
competent jurisdiction, such holding will not invalidate or render 
unenforceable any other provision hereof. 

Section 15.7. Third Party Beneficiarv. No person other than a 
party hereto, the Trustee and the Credit Facility Provider shall have any 
right, remedy or claim under or by reason of this Lease or otherwise be 
a third party beneficiary of any rights, remedies, claims or agreements 
hereunder. The parties hereta acknowledge and agree that the Credit 
Facility Provider will be a third party beneficiary of all rights, 
remedies, claims or agreements hereunder, with the right to enforce the 
same, with the same effect as though the Credit Facility Provider were 
a party hereto. 

Section 15.8. Execution in Counterparts. This Lease may be 
simultaneously executed in several counterparts, each of which will be 
an original and all of which will constitute but one and the same 
instrument. 

Section 15.9. Applicable Law. This Lease will be governed by and 
construed in accordance with the laws of the State. 

Section 15.10. Captions. The captions or headings herein are for 
convenience only and in no way define, limit or describe the scope or 
intent of any provisions or sections of this Lease. 

[Remainder of page intentionally left blank] 
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IN WITNESS WHEREOF, the Lessor has executed this Lease in its 
Corporate name with its corporate seal hereunto affixed and attested by 
its duly authorized officers; and the Lessee has caused this Lease to he 
executed in its corporate name and the seal of the Lessee affixed and 
attested by duly authorized officers thereof. All of the above are 
effective as of the date first above written. 

Attest: 

KENTUCKY ASSOCIATION OF COUNTIES 
LEASING TRUST, as Lessor 

1 

BY Name: 4 J. ~L+J Todd R!& Switzer BY Name: hJ/% Robert T. Harrod 
Title: Assistant Administrator Title: Administrator 

[Signatures continued on the following page] 
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.I . 

County Clerk 

as Lessee 

BY 
Name: Donald R. Ma& 

County JudgelExecutive 
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EXHIBIT A 

DESCRIPTION OF PROJECT 

Financing of the purchase of a 3700 square foot commercial and office 
building located on the following described real property: 

Lying and being in Pendleton County, Kentucky on the South side of 
Kentucky Route #330 and 0.2 miles West of Stewart Lane and more 
particularly described as follows, to-wit: BEGINNING at a P.K.  nail found 
in the centerline of Kentucky Route #330 at the intersection of said road 
and a concrete drive, a corner to Pendleton County Health Department; 
thence leaving said road with the centerline of said drive and the lines 
of Pendleton County Health Department, S 16O17' 22" E--209.93 feet to a 
P.K.  nail set; thence leaving said drive, S 6 9 O  09' 4 4 "  W--190.83 feet to 
an iron pin set; thence S 36O 18' 12" W--180.23 feet to an iron pin set 
in the line of Maurice Sullivan; thence with said line, S 47" 26' 16'' E-- 
8 4 . 4 6  feet to an iron pin found, a corner to David Butcher (D.B. 176, 
page 353); thence with said lines, N 73O 48 '  15" E--442.69 feet to an iron 
pin found; thence N 16O 11' 4 5 "  W--386.47 feet to P.K. nail found in the 
centerline of Kentucky Route #330; thence with said centerline, S 80° 18' 
38"  W-- 37.88 feet to P.K. nail; thence S 81O 55' OI." W--117.18 feet to 
the place of beginning containing 2.6050 acres more or less exclusive of 
all right of ways or easements of record. 

The Grantors convey their retained right to ingress and egress 
easement over the concrete drive and also note that this property is 
subject to a right in the owners of Lot #2 to ingress and egress over the 
shared concrete driveway depicted in the attached plat, providing for 
access to Ky. 330. 

This being the same property conveyed to Kentucky Association of 

, in the office 
Counties Leasing Trust by Pendleton County Fiscal Court by Deed, dated 
A r,'/ 3 ,1997 
o I the Pendleton County Clerk and of record in Deed Book 2 b L ,  Page S i 7  

TOTAJL COST OF PROJECT: $110,000.00 
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Pendleton Countv Water District Office 

$9,934 
$9,743 
$9,551 

$10,334 
$1 0,079 
$9,824 
$9,569 

$10,287 
$9,968 
$9,649 
$9,330 
$9,985 
$9,602 
$9,220 
$9,811 
$9.365 
$8,918 
$9,445 
$8,935 

$10,372 
$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 

Assumptions 

2 
3 
4 
5 
6 
7 
8 
9 

I O  
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

.. ( o n L O C A m t o n W  

O.S41% ) 

Projected 
Annual Total Prnts 

1 

$110,000.00 100.ooo%' 
N $0.00 O.ooO% 

$0.00 O.GOO% 
N $0.00 O.OOO% 
u $0.00 O.OOO% 

O.o00% 
O.OOO% 

l~.ooauS 

.- 
Estimated Lease Size 

N $0.00 
$0.00 

,:.;:.:':. ....,., :::::.:.:.:.;. .,,; ...\ $.!,$,.!?!!?99?09::: ' 
....,. ....,...,.,., :.:.:.: . : .:: 

Project 
L ~ C  Application 
Takedown 
Share of Issuance '** 
Closing expenses 
I st Payment i Contingency 

pmGa-- 
Total Adrnln Fees 
Total CredH Fees 
Total Fiduclafy Fees 
Total Local LOC 
Total Cost 

$71,673.76 
$3,349.34 
$7,242.72 
$3,155.06 

$0.00 

Effective Interest Rate 
. 6.414% / n m a l  Re@ d R e h m  (IRRJ 

$0 I 
....,,. ,~:j:::~:~::j:::li,.,;.,,.51.95,42~~~ .. ,. .,.. .... : ..... : .........,_...... ..... 
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EXHIBIT B 
Base Rentals 

6 

7 
* 
9 

IO 
11 
I1 
If 
14 

4s 

U 

45 
46 

47 
40 

49 
50 

31 
$2 

1s 
34 

~ SJ 

. . '  $3 
' I  . $1 
t. 18 

59 
i: , 

60 

. ,' , , 6' 
1 62 

a 
64 

61 

w 

.;C*dnlhlm 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

3,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

3,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

3,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

4,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

4,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

760.32 
490.42 
490.42 
490.42 
490.42 
490.42 
490.42 
490.42 
490.42 
477.04 
477.04 
477.04 
477.04 
477.04 
477.04 
477.04 
477.04 
477.04 
477.04 
477.04 
477.04 
463.67 
463.67 
463.67 
463.67 
463.67 
463.67 
463.67 
463.67 
463.67 
463.67 
463.67 
463.67 
45029 
450.29 
450.29 
45029 
450.29 
450.29 
450.29 
450.29 
450.29 
45029 
450.29 
450.29 
432.46 
432.46 
432.46 
432.46 
432.46 
432.46 
432.46 
432.46 
432.46 
432.46 
432.46 
432.46 
414.63 
414.63 
414.63 
414.63 
41 4.63 
414.63 
414.63 
414.63 
414.63 

35.90 
22.92 
22.92 
22.92 
22.92 
22.92 
22.92 
22.92 
22.92 
22.29 
22.29 
22.29 
22.29 
22.29 
22.29 
22.29 
22.29 
2229 
22.29 
22.29 
22.29 
21.67 
21.67 
21.67 
21.67 
21.67 
21.67 
21.67 
21 -67 
21.67 
21.67 
21.67 
21.67 
21.04 
21.04 
21.04 
21.04 
21.04 
21.04 
21.04 
21.04 
21.04 
21.04 
21.04 
21.04 
20.21 
20.21 
20.21 
20.2f 
20.21 
20.21 
20.21 
20.21 

20.21 
20.21 
20.21 
19.38 
19.38 
19.38 
19.38 
19.38 
19.38 
19.38 
19.38 
19.38 

20.21 

77.64 
49.56 
49.56 
49.56 
49.56 
49.56 
49.56 
49.56 
49.56 
48.21 
4821 
48.21 
48.21 
48.21 
48.21 
48.21 
48.21 
48.21 
48.21 
48.21 
48.21 
46.85 
46.85 
46.05 
46.85 
46.05 
46.85 
46.85 
46.85 
46.85 
46.85 
46.85 
46.85 
45.50 
45.50 
45.50 
45.50 
45.50 
45.50 
4.50 
45.50' 
45.50 
45.50 
45.50 
45.50 
43.70 
43.70 
43.70 
43.70 
43.70 
43.70 
43.70 
43.70 
43.70 
43.70 
43.70 
43.70 
41.90 
41 -90 
41.90 
41.90 
41 -90 
41.90 
41.90 
41.90 
41 "90 

33\82 
21.59 
21.59 
21.59 
21.59 
21 59 
21.59 
21.59 
21.59 
21.00 
21 "00 
21 .00 
21 .@J 
21 .oo 
21 .oo 
21.00 
21 .00 
21 .00 
21 .oo 
21.00 
21.00 
20.41 
20.41 
20.41 
20.41 
20.41 
20.41 
20.41 
20.41 
20.41 
20.41 
20.41 
20.41 
19.82 
19.82 
19.82 
19.82 

19.62 
19.82 
19.82 
19.82 

19.82 
19.82 
19.04 
19.M 
19.04 
19.04 
19.04 
19.04 
19.04 
19.04 
19.04 
19.04 
19.04 
19.04 
18.25 
18.25 
16-25 
18.25 
18.25 
18.25 
18.25 
18.25 
18.25 

19.82 

19.82 

91 6.68 
684.49 
684.49 
684.49 
684.49 
584.49 
684.49 
684.49 

3,684.49 
668.64 
668.64 
668.64 
668.64 
668.64 
668.64 
668.64 
668.64 
668.64 
668.64 
668.64 

3,668.64 
552.60 
652.60 
552.60 
662.60 
662.60 
662.60 
662.60 
652.60 
662.60 
652.60 
662.60 

3,662.60 
636.66 
636.66 
636.66 
636.65 
636.66 
636.66 
636.66 
636.66 
636.66 
636.66 
636.65 

4,536.66 
616.41 
61 6.41 
61 6.41 
61 6.41 
51 6.41 
616.41 
61 6.41 
616.41 
61 6.41 
616.41 
61 6.41 

4,616.41 
494.16 
494.1 6 
494.1 6 
494.16 
494.1 6 
494.1 6 
494.16 
494.16 
494.1 6 

lIO.000 119938 

IlO.000 

I IO.000 
I IO.000 

I 10.000 

110.000 

I 10,000 

IlO,o!m 
I 10.000 

101,000 

107,000 

107,000 

107,000 

107,000 

IOl.000 

107.000 
107,000 

107.000 

107.000 

107,000 

I 67.000 

104,000 

104,000 

104,000 

104,000 
I04.004 

IM.000 
104,000 

104,000 

I M , W  
104,000 

104,000 

104.000 

IOl .000  
101,000 

1 0 1 , ~  

IOI,000 
101.000 

l O I , 0 0 0  
101,Wo 

101.000 

101.000 

101.000 

101.004 

I O I . 0 0 0  
97.000 

97,000 

97.000 

97.000 

97.000 

97.000 

97.m 

97.000 

97.000 

97,000 

97.000 

97.000 

93,000 

9 3 . w  

93,000 

91.000 

93.000 

93.000 

93.000 

9 3 . 0  

93,000 

93,000 

118338 

118.938 

118.93~ 

118938 

118.938 

I I8.936 

11893B 
118938 

115.691 

IIJ.694 

llJ.fI94 
115.694 

I 15,694 

115,694 

IIJ.694 

115.694 

115,694 

111,694 
113.694 

I 1S.694 

llL4SO 
112450 

t i u ~ o  
1114m 
II2.4>0 
llL430 
Ill.450 
I l2.450 
lll.450 

LIZ450 
112.4Jo 

lIl.450 
109.l06 

109206 
I09206 
109206 

iw,m 
1wa06 
iwaw 
109106 

IW2C-5 
109306 

109.106 

109306 
IMsa l  
I04.881 
104.881 

104,881 

l04.881 

104.881 

104.881 

104.881 

104,881 

104.881 

IM.B81 
104.881 

1w56 
IW.5J6 

lOO.556 

IOQJM 
100156 

100156 

1wj56 

1wj56 

lWJ% 

1wj56 

Model: KYCPEND.WK.1 



0.00 
68 

69 

70 

11 

72 

n 
74 

1s 
16 

n 
n 
79 

0 
#I 
n 
83 

84 
W 
M 
n 
ea 
a, 
90 
91 

92 
91 
94 

117 

111 
119 
120 
I21 
I22 
123 
124 
121 

126 
127 
12E 
I l 9  
110 

131 
132 

0.00 
4,000.00 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

4,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

5,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

5,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

5,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

5,000.00 
0.00 
0.00 
0.00 
0.00 
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EXHIBIT B 
Base Rentals 

414.63 
414.63 
396.79 
396.79 
396.79 
396.79 
396.79 
396.79 
396.79 
396.79 
396.79 
396.79 
396.79 
396.79 
378.96 
378.96 
378.96 
378.96 
378.96 
378.96 
378.96 
378.96 
378.96 
378.96 

* 378.96 
378.96 
356.67 
356.67 
356.67 
356.67 
356.67 
356.67 
356.67 
356.67 
356.67 
356.67 
356.67 
356.67 
334.38 
334.38 
334.38 
334.38 
334.38 
334.38 
334.38 
334.38 
334.38 
334.38 
334.38 
334.38 
312.08 
312.08 
312.08 
312.08 
312.08 
312.08 
312.08 
312.08 
312.08 
312.08 
312.08 
312.08 
289.79 
289.79 
289.79 
289.79 

19.38 
19.38 
18.54 
18.54 
18.54 
18.54 
18.54 
18.54 
18.54 
18.54 
18.54 
18.54 
18.54 
18.54 
17.71 
17.71 
17.71 
17.71 
17.71 
17.71 
17.71 
17.71 
17.71 
17.71 
17.71 
17.71 
16.67 
16.67 
16.67 
16.67 
16.67 
16.67 
16.67 
16.67 
16.67 
16.67 
16.67 
16.67 
15.63 
15.63 
15.63 
15.63 
15.63 
15.63 
15.63 
15.63 
15.63 
15.63 
15.63 
15.63 
14.58 
14.58 
14.58 
14.58 
14.58 
14.58 
14.58 
14.58 
14.58 
14.58 
14.58 
14.58 
13.54 
13.54 
13.54 
13.54 

41.90 
41.90 
40.10 
40.10 
40.10 
40.10 
40.1 0 
40.10 
40.10 
40.10 
40.10 
40.10 
40.10 
40.10 
38.29 
38.29 
38.29 
38.29 
38.29 
38.29 
38.29 
38.29 
38.29 
38.29 
38.29 
38.29 
36.04 
36.04 
36.04 
36.04 
36.04 
36.04 
36.04 
36.04 
36.04 
36.04 
36.04 
36.04 
33.79 
33.79 
33.79 
33.79 
33.79 
33.79 
33.79 
33.79 
33.79 
33.79 
33.79 
33.79 
31.54 
31 -54 
31.54 
31.54 
31.54 
31.54 
31.54 
31.54 
31.54 
31.54 
31 "54 
31.54 
29.28 
2928 
29.28 
29.28 

18.25 
18.25 
17.47 
17.47 
17.47 
17.47 
17.47 
f 7.47 
17.47 
17.47 
17.47 
17.47 
17.47 
17.47 
16.68 
16.68 
16.68 
16.68 
16.68 
16.68 
16.68 
16.68 
16.68 
16.68 
16.68 
16.68 
15.70 
15.70 
15.70 
15.70 
15.70 
15.70 
15.70 
15.70 
15.70 
15.70 
15.70 
15.70 
14.72 
14.72 
14.72 
14.72 
14.72 
14.72 
14.72 
14.72 
14.72 
14.72 
14.72 
14.72 
13.74 
13.74 
13.74 
13.74 
13.74 
13.74 
13.74 
13.74 
13.74 
13.74 
13.74 
13.74 
12.76 
12.76 
12.76 
12.76 

494.16 
4,494.1 6 

472.90 
472.90 
472.90 
472.90 
472.90 
472.90 
472.90 
472.90 
472.90 
472.90 
472.90 

4,472.90 
451.64 
451.64 
451.64 
451.64 
461.64 
451 -64 
461.64 
451.64 
451.64 
451.64 
451.64 

6,461.64 
426.08 
425.08 
426.08 
426.08 
426.08 
426.08 
426.08 
426.08 
425.08 
425.08 
426.08 

6,426.08 
398.52 
398.62 
398.52 
398.62 
398.62 
398.62 
398.52 
398.62 
398.62 
398.62 
398.62 

6,398.62 
371.94 
371.94 
371.94 
371.94 
371.94 
371.94 
371.94 
371.94 
371.94 
371.94 
371.94 

5,371.94 
345.37 
345.37 
345.37 
345.37 

9J.W 

89.000 

89.000 

89,000 

s9.W 

69.000 
WWJ 
89.w 

89.000 
89.000 
89.000 
89.W 

89.w 
8 5 . W  

8(*W 

8 5 . W  

85.000 
85.000 

EJ.W 

85.W 

B5.W 

8J.000 

85,000 

81.000 
85.000 

s0.000 
s0,W 
sqwa 
80,oOO 

Bo.000 

8o.oOO 

80#000 

80,000 

8O.w 

s0.W 

80.W 

80.000 

7 s . o  

7s .m 

7S.W 

7J.000 

7 5 . W  

75.000 

7J.000 
75.000 

75,000 

7J.000 

71,000 

75,000 

70.000 

70,000 

70.000 

70.000 

ia.Oo0 

70.000 

7 0 . W  

70.000 

70,000 

70.000 

10.000 

7 0 . 0 0  

6J.000 

66000 

6 5 , W  

65.Mu) 

6J,000 

1mjj6 

96.231 

96.231 

96331 

96.231 

96.231 

96.231 
96.231 
96,231 

96.231 
%Dl 
96.231 
96,231 

91906 

91906 
91.966 

91906 
9 1 9 6  
91.906 

91.M 
91.966 

91.m 
91.966 

91906 

91906 
86.m 

86500 
86300 

86300 
86JW 
WJ00 

86300 
W 3 M  

86500 

86300 
06500 

86500 
81.094 

81.w 
81,094 

81.094 

81.W 

81.094 
81.094 

81.W 

81.094 

81,094 

81.094 

81.W 

75.688 

7J.688 

75,688 

75.688 

75.688 

l J . 6 8 8  

7J.688 

75.688 

75.688 

75.688 

1J.688 

75.688 

70381 

70.181 

70.281 

70381 

70.281 

Model: KYCPEND.WK, 
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EXHIBIT B 
Base Rentals 

. .  

141 
I42 
14s 
I44 
145 
I46 

. I47 
148 

IM 
IlLl 
186 
ra 
188 

169 

190 

191 
192 

I91 

194 
19s 

1% 
I97 

193 
199 
2c4 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

6,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

6,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

6,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

7,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

7,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

289.79 
289.79 
289.79 
289.79 
289.79 
289.79 
289.79 
263.04 
263.04 
263.04 
263.04 

,263.04 
263.04 
263.04 
263.04 
263.04 
263.04 
263.04 
263.04 
236.29 
236.29 
236.29 
23629 
236.29 
236.29 
236.29 
236.29 
236.29 
236.29 
236.29 
236.29 
209.54 
209.54 
209.54 
209.54 
209.54 
209.54 
209.54 
209.54 
209.54 
209.54 
209.54 
209.54 
178.33 
178.33 
178.33 
178.33 
178.33 
178.33 
178.33 
178.33 
178.33 
178.33 
178.33 
178.33 
147.13 
147.13 
147.13 
147.13 
147.13 
147.13 
147.13 
147.13 
147.1 3 
147.13 
147.13 

13.54 
13.54 
13.54 
13.54 
13.54 
13.54 
13.54 
12.29 
12.29 
12.29 
12.29 
12.29 
12.29 
12.29 
12.29 
12.29 
12.29 
12.29 
12.29 
11.04 
11.04 
11.04 
11.04 
11.04 
11.04 
11.04 
11.04 
11.04 
11.04 
11.04 
1 I .04 
9.79 
9.79 
9.79 
9.79 
9.79 
9.79 
9.79 
9.79 
9.79 
9.79 
9.79 
9.79 
8.33 
8.33 
8.33 
8.33 
8.33 
8.33 
8.33 
8.33 
8.33 
8.33 
8.33 
8.33 
6.88 
6.88 
6.88 
6.88 
6.88 
6.88 
6.88 
6.88 
6.88 
6.88 
6.88 

29.28 
29.28 
29.28 
29.28 
29.28 
29.28 
29.28 
26.58 
26.58 
28.58 
26.58 
26.58 
26.58 
26.58 
26.58 
26.58 
26.58 
26.58 
26.58 
23.88 
23.88 
23.88 
23.88 
23.88 
23.88 
23.88 
23.88 
23.88 
23.88 
23.88 
23.88 
21 .I 7 
21.17 
21.17 
21.17 
21.17 
21.17 
21.1 7 
21.1 7 
21.17 
21 .I 7 
21.17 
21.17 
18.02 
18.02 
18.02 
18.02 
18.02 
18.02 
18.02 
18.02 
18.02 
18.02 
18.02 
18.02 
14.87 
14.87 
14.87 
14.87 
14.07 
14.87 
14.87 
14.87 
14.87 
14.87 
14.87 

12.76 
12.76 
12.76 
12.76 
12.76 
12.76 
12.76 
11.58 
11.58 
11.58 
11.58 
11.58 
11.58 
11.58 
11.58 
11.58 
11.58 
11.58 
11.58 
10.40 
10.40 
10.40 
10.40 
10.40 
10.40 
10.40 
10.40 
10.40 
10.40 
10.40 
10.40 
9.22 
9.22 
9.22 
9.22 
9.22 
9.22 
9.22 
922  
9.22 
9.22 
9.22 
9.22 
7.85 
7.85 
7.85 
7.85 
7.85 
7.85 
7.05 
7.85 
7.85 
7.85 
7.85 
7.85 
6.48 
6.48 
6.48 
6.48 
6.48 
6.48 
6.48 
6.48 
6.48 
6.48 
6.48 

345.37 
345.37 
345.37 
345.37 
346.37 
346.37 

6,346.37 
31 3.49 
313.49 
313.49 
313.49 
313.49 
313.49 
313.49 
313.49 
31 3.49 
31 3.49 
313.49 

6,313.49 
281.61 
281.61 
281.61 
281.61 
281.61 
281.61 
281 61 
281.61 
281.61 
281.61 
281.61 

6,281.61 
249.72 
249.72 
249.72 
249.72 
249.72 
249.72 
249.72 
249.72 
249.72 
249.72 

7,249:72 
249J2 

212.63 
212.53 
212.53 
21 2.63 
212.63 
21 2.63 
212.63 
21 2.63 
212.53 
212.53 
21 2.53 

7,212.53 
175.36 
176.36 
176.36 
175.36 
176.36 
176.36 
176.36 
175.36 
176.36 
175.36 
175.36 

6J,W 

6J.000 

65,000 

6J.000 

6J,000 

6J.000 

J9.000 

J9.000 
J9.000 

s9.000 
J9.000 
39.000 

J9.000 
J9,000 

J9.000 
J9.000 

J9.000 
59.000 

53.000 
53.000 

J3.000 

J3.000 
J3.000 

J3.000 

J3.000 

J3.000 
J3.000 

53,000 

J3,W 
J3.000 

47,000 
4 7 . w  
47.000 

47.000 

47.000 

47.000 

47.000 

47.000 

47.000 

47.000 

47,000 
47.000 
40.000 

40.000 
40.000 

40,000 

40.000 

40,000 

40,000 

40,000 

*0.000 

40.000 

40.000 

40.000 

33.000 

33.000 

33.000 

33.000 

33,000 

11.0 
31,000 

33.000 

13.000 

33.000 

33.000 
33.000 

70381 

70,281 

70,281 

70,181 

70,281 

70fb1 
70.181 
63.794 

63,794 

63.794 

63.794 
63,794 
63,794 

63.794 
63.794 
63,794 

63,794 

63.794 

63.794 

17206 

57306 

57306 

57306 

J7206 

J7306 

J7J06 

57306 

J7J06 
J7J06 

J7J06 

J7J06 
j0b19 

JO,Bl9 
50.919 

JO,819 

JO.819 

50.819 

J0.819 

J0,819 

J0.819 

JO,8 I 9 
J0.819 
50.819 

43.30 
43.30 
43310 

43.250 

43.lJO 

43310 

43.30 
43,lJO 
41,250 
43.2JO 

43.2JO 

43.30 

35.681 

35.681 

3J.681 
3J.681 

35.681 

3J.M)I 
13,MII 

15.681 

3J.681 

IJ.601 

IJ.681 

IJ.681 
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Pendleton Counht Water District Office 

- i  4 

2001 o l n M 4  

r n M 4  

O W 1 4  

M n W l 4  

osnw14 

07not14 

D M W l 4  

PenWl4 

bPnQII4 

l M 0 1 1 4  

m o l 1 4  

oinwis 

OJ~WIJ  

IZRWI4 

02.2MS 

W W I I  

OYlDlll 
OM0115 
07noli~ 
PenOrll 
OPnfflJ 
IMbW 
i inwis 
1 y w 1 5  
Oln0116 

om0116 
03J?W16 

M R W l 6  

o s n w l 6  

w M l 6  
07LlW16 

Pen0116 

09/l&‘I 6 

lWlWl4 
l l n w I 6  

l W 6  

oinwii 
OW20117 

mRW17 

MnWl7 

0.00 
0.00 
0 .00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

8,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

8,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

10,oO0.00 
0.00 
0.00 
0.00 

115.92 
115.92 
11 5.92 
115.92 
1 15.92 
11 5.92 
7 15.92 
1 15.92 
1 15.92 
1 15.92 
11 5.92 
1 15.92 
80.25 
80.25 
80.25 
80.25 
80.25 
80.25 
80.25 
80.25 
80.25 
80.25 
80.25 
80.25 
44.58 
44.58 
44.58 
44.58 
44.58 
44.58 
44.58 
44.58 
44.58 
44.58 
44.58 
44.58 
0.00 
0.00 
0.00 

EXHIBIT B 
Base Rentals 

6.88 14.87 6.48 7,175.36 28.111 

5.42 11.71 
5.42 11.71 
5.42 11.71 
5.42 1 1.71 
5.42 11.71 
5.42 11.71 
5.42 11.71 
5.42 11.71 
5.42 11.71 
5.42 11.71 
5.42 11.71 
5.42 11.71 
3.75 8.1 1 
3.75 8.1 1 
3.75 8.1 1 
3.75 8.1 1 
3.75 8.1 1 
3.75 8.1 1 
3.75 8,l l 
3.75 8.1 1 
3.75 8.1 1 
3.75 8.1 1 
3.75 8.1 1 
3.75 8.1 1 
2.08 4.51 
2.08 4.51 
2.08 4.51 
2.08 4.51 
2.08 4.51 
2.08 4.51 
2.08 4.51 
2.08 4.51 
2.08 4.51 
2.08 4.51 
2.08 4.51 
2.08 4.51 
0.00 0.00 
0.00 0.00 
0.00 0.00 

5.10 
5.10 
5.10 
5.10 
5.10 
5.10 
5.10 
5.1 0 
5.10 
5.10 
5.1 0 
5.10 
3.53 
3.53 
3.53 
3.53 
3.53 
3.53 
3.53 
3.53 
3.53 
3.53 
3.53 
3.53 
1.96 
1.96 
1.96 
1.96 
1.96 
1.96 
1.96 
1.96 
1.96 
1.96 
I .96 
1.96 
0.00 
0.00 
0.00 

138.1 5 
138.1 5 

138.1 5 

138.15 
138.1 6 
138.1 6 
138.15 
138.1 5 
138.1 5 

8,138.1 5 
95.64 
95.64 
95.64 
95.64 
95.64 
95.64 
95.64 
95.64 
95.64 
95.64 
95.64 

8,095.64 
53.1 3 
53.1 3 
53.13 
53.13 
53.1 3 
53.13 
53.13 
53.13 
63.13 
63.13 
53.13 

10,053.73 
0.00 
0.00 
0.00 

138.15 

i 38.1 5 

36.000 
26.000 
26.000 

26.W 

16.000 

16.000 

16.000 

16.000 

16,000 

36,000 

16.000 

16.000 

18.000 

18.000 

18.W 

I9.W 

1 8 . 0  

18.000 

IB,wO 
18.000 

18.000 

18,000 

18.ooO 

18,000 

10,000 

IO.000 

10.000 

IO.000 

10,000 

IO.000 
10.000 

I 0,000 

l0,Wo 

IO.000 

IO.000 
10,000 

0 

0 

0 

0 

28.111 

18.111 

28.113 

18113 

28.113 

18.113 

28.llY 
28.111 . 
28.113 

18.111 

19,463 

19,463 

19.463 

19.463 

19,463 

19.463 

19.463 

19.463 

19,463 

19,463 

19.461 

19.463 

10.813 

10.813 

10.811 

10.813 

I0.813 
10,813 

10,813 

10.811 

10,813 

10,813 

10.813 

IO.Bl1 

0 

0 

0 
0 

1a113 
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EXHIBIT C 

OPINION OF LESSEE'S COUNSEL 

April 3,1997 

Bank One, Kentucky, as Trustee 
426 Jefferson 
Louisville, KY 40232 

Commonwealth Bank of Australia 
New York Branch 

599 Lexington Avenue 
New York, NY 10022 

Kentucky Association of 
Counties Leasing Trust 

390 King's Daughters Drive 
P. 0. Box 4207 * , >  - 3  

Kentucky Association of Counties Leasing Trust, as lessor, 
and Pendleton County, Kentucky, as lessee 

Ladies and Gentlemen: 

We have acted as counsel to Pendleton County, Kentucky (the 
'fLessee't) in connection with the authorization, execution, and delivery 
by the Lessee of the Lease Agreement dated April 3 ,  1997, (the "Lease") , 
between the Lessee, as lessee, and Kentucky Association of Counties 
Leasing Trust, as lessor (the tfLessort'). We have revi.ewed (i) the 
Constitution and laws of the Commonwealth of Kentucky (the 
l~Commonwealth~t), (ii) certain proceedings taken by the Pendleton County 
Fiscal Court of the Lessee, (iii) an executed copy of the Lease and (iv) 
such other information and documents as we have deemed necessary or 
appropriate in order to render this opinion. 

Based on the foregoing, we are of the opinion that: 

1. The Lessee is a body politic and corporate, validly 
organized and existing i.n good standing under the laws of the 
Commonwealth and has full power and authority to enter i n to  and to 
perform its obligations under the Lease. 



2. The Lease has been duly authorized, executed and 
delivered by the Lessee and (assuming the due authorization, 
execution and delivery thereof by the Lessor) constitutes a 
legal, valid and binding obligation of the Lessee, enforceable 
against the Lessee in accordance with its terms (including, 
without limitation, the right of the Lessee to terminate the 
Lease at the end of each Fiscal Year of the Lessee by reason 
of an Event of Nonappropriation, as defined in the Lease), 
except as the enforceabi.lity thereof may be Limited by 
bankruptcy, insolvency, reorganization, moratorium or other 
similar laws affecting the enforcement of creditors' rights 
generally and by general principles of equity (regardless of 
whether such enforceability is considered in a proceeding at 
law or in equity). 

3 .  All consents, approvals or authorizations of any 
governmental entity and all filings and notices required on the part 
of the Lessee in connection with the authorization, execution and 
delivery of the Lease and the consummation of the transactions 
contemplated thereby have been obtained and are in full force and 
effect . 

4 .  Neither the execution and delivery of the Lease nor the 
consummation of the transactions contemplated thereby, nor the 
fulfillment of or compliance with the terms and conditions of the 
Lease conflict with or constitute a violation of any provision of 
any law or regulation applicable to the Lessee or, to the best of 
our knowledge after reasonable investigation, conflicts with or 
results in a breach of the terms, conditions or provisions of any 
restriction or any agreement or instrument to which the Lessee is 
now a party or by which the Lessee is bound. 

5. To the best of our knowledge, after reasonable 
investigation, there is no action, suit, proceeding or governmental 
investigation at law or in equity before or by any court, public 
board or body, pending of which the Lessee has been served with a 
summons, summons and complaint or other notice of commencement, or 
threatened against or affecting the Lessee, challenging the validity 
of the Lease or contesting the power and authority of the Lessee to 
execute and deliver the Lease or to consummate the transactions 
contemplated by the Lease. 

Respectfully s u b m i .  t ted, 



DAVID S. D U P P S .  
JAMES M .  B l l R D  
GEORGE 1. 1. KITCHEN 111 

MARY E. SCHAFFHER 
JEFrRCY 1. SAMPSON 

S U N  5.  CHOY 

CRAIG L. J O H N S O H  
ANNETTE C. KAREM 
JANE R. WILLIAMS'. 

ALSO ADMITTED IN INDIANA 
** LEXINGTON OFFICI I  

WILLLAMS 8s WAGONER 
ATTORNEYS AT LAW 

ONE OXMOOR PLACE 
io1 BULLITT LANE, SUITE 202 

LOUISVILLE, KENTUCKY 40222 
5 0 2 4  29-5 7 00 

PHIL WILLIAMS 
2 JAWLI) R. WAOONCR 

c. THOMAS nccius. 
W, WCNNLTH NCVITT 

CAROLE MLLLCR PLARLWAN 
L. J. *?ODD* HOLLLNBACN. IV  

. r  TELECOPIER 502429-5720 DENNIS LLC MATTIHOLY' 
nu COREWAN D A L U S  

LCXINGTON OFFICE: 
LEXfNCiTON FINANCIAL CENTER 

250 WEST MAIN STREET, SUITL 7 IO 
LEXINQTON, KENTUCKY 4 0 5 0 7  

606-252-3669 
TELECOPIER 606-252-3487 

t 1  

TMADDCUSKCAL 

EXHIBIT D 
OPINION OF LESSOR'S COUNSEL 

April I, 1997 

Bank One, Kentucky, as Trustee 
4 2 6  West Jefferson 
Louisville, KY 40232 

Commonwealth Bank of Australia 
New York Branch 

599 Lexington Avenue 
New York, NY 10022 

Pendleton County Fiscal Court 

RE: Lease Agreement between Kentucky Association of Counties 
Leasing Trust, as Lessor, and Pendleton County Fiscal Court 
as Lessee 
Amount: $110,000.00 for financing a Water District office 
building 

Ladies and Gentlemen: _ _  ,.: " I . :  .... 
. ., .. :, . . .. :i.....!>' ~ ' :  
,:2 .::7., ..,i .?'.,.. 
z .  .. . I .  

.., .J 
1 .  

We have acted as counsel to the Kentucky Association of- Counties 
Leasing Trust (the "Lessorss) in connection with the authorization, 
execution, and delivery by the Lessor of the Lease Agreement dated 
April 3 ,  1997 (the "Leaseff), between Pendleton County Fiscal Court, 
as lessee, and the Lessor, as lessor. We have reviewed (i) the 
Constitution and laws of the Commonwealth of Kentucky (the 
atCommonwealthll), (ii) an executed copy of the Lease and (iii) such 
other information and documents as we have deemed necessary or 
appropriate in order to render this opinion. 

Based on the foregoing, we are of the opinion that: 

1. The Lessor is a trust duly organized and validly existing under 
the laws of the Commonwealth, and has full power and authority to 
enter into and to perform its obligations under the Lease. 

2. The Lease has been duly authorized, executed and delivered by 
the Lessor and (assuming the due authorization, execution and 
delivery thereof by the Lessee) constitutes a legal, valid and 
binding obligation of the Lessor, enforceable against the Lessor in 

3 
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Exhibit D Letter - Pendleton County Fiscal Court 
April I, 1997 

accordance with its terms, except as the enforceabilitythereof may 
be limited by bankruptcy, insolvency, reorganization, moratorium or 
other similar laws affecting the enforcement of creditors' rights 
generally and by general principles of equity (regardless of 
whether such enforceability is considered in a proceeding at law or 
in equity). Our opinion in part is based upon representation made 
to us by the County Attorney for Pendleton County Fiscal Court. 

3 .  All consents, approvals or authorizations of any governmental 
entity and all filings and notices required on the part of the 
Lessor in connection with the authorization, execution and delivery 
of the Lease and the consummation of the transactions contemplated 
thereby have been obtained and are in full force and effect. 

4 .  Neither the execution and delivery of the Lease nor the 
consummation of the transactions contemplated thereby, nor the 
fulfillment of or compliance with the terms and conditions of the 
Lease conflict with or constitute a violation of any provision of 
any law or regulation governing the Lessor or conflicts with or 
results in a breach of the terms, conditions or provisions of any 
restriction or any agreement or instrument to which the Lessor is 
now a party or by which the Lessor is bound. 

I 

5. There is no actions, suit, proceeding or governmental 
investigation at law or i n  equity before or by any court, public 
board or body, pending of which the Lessor has been served with 
summons, summons and complaint or other notice of commencement, or 
threatened against or affecting the Lessor, challenging the 
validity of the Lease or contesting the power and authority of the 
Lessor to execute and deliver the Lease or to consummate the 
transactions contemplated by the-Lease. 

DENNIS L. MATTINGLY 
Attorney at Law 

DLM/mtw 
245.0001 
(A:\EXHIBITDfi\PENDLETON.CRT) 
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EXHIBIT E 

CERTIFICATE OF OFFICIAbS OF LESSEE 

- 1  

The undersigned officials of Pendleton County Fiscal Court, the 
lessee (the "Lessee") under a Lease Agreement dated April 3,1997 (the 
IILease") between the Lessee and the Kentucky Associatioh of Counties 
Leasing Trust (the "Lessorll), DO HEREBY CERTIFY AS FOLLOWS: 

1. That they are the duly elected or appointed, qualified and 
acting incumbents of their respective offices of the Lessee, as set forth 
after their signatures hereto, and as such are familiar with the books, 
records, affairs and seal of the Lessee. 

2. That the Lessee is a body politic and corporate, validly 
organized, existing and in good standing under and by virtue of the laws 
of the Commonwealth of Kentucky with all requisite power and authority 
to lease property as lessee and to carry on its business as now being 
conducted. 

3 .  That included in the transcript of which this Certificate forms 
a part is a true, correct and complete copy of the Resolution duly 
adopted by the Pendleton County Fiscal Court of the Lessee on January 23, 
1997, (the ItResolution") , authorizing the appropriate officials of the 
Lessee to execute the Lease. The Resolution was duly adopted in 
accordance with all applicable laws. 

4. The representations and warranties of the Lessee made in the 
Lease are true and correct in a11 material respects on and as of the date 
hereof as if made on and as of the date hereof; the Ordinance has not 
been amended or supplemented and is in full force and effect; and the 
Lease has been entered into and is in full force and effect. 

5. That the below-named persons were on the date or dates of the 
execution of the Lease and are on the date of this certificate the duly 
elected or appointed and qualified incumbents of the respective offices 
of the Lessee set forth opposite their names and that the signatures set 
forth opposite their names are their genuine signatures: 

I .  

. . i I .  , . _ . .  



Name - Title S isna ture 

Donald R. Mays 

I,: ' 

Bonnie Monroe 

County Judge/ 
Executive \ 

n n 

County Clerk 

6 .  The Lease has been i3uly authorized, executed and delivered by 
the Lessee and constitutes a legal, valid and binding obligation of the 
Lessee, enforceable against the Lessee in accordance with its terms 
(including, without limitation, the right of the Lessee to terminate the 
Lease at the end of each Fiscal Year of the Lessee by reason of an Event 
of Nonappropriation, as defined in the Lease). 

7. The Lessee is not in default under or in violation of (i) any 
provisions of applicable law, (ii) the Lease, or (iii) any indenture, 
mortgage, lien, agreement, contract, deed, lease, loan agreement, note, 
order, judgment, decree or other instrument or restriction of any kind 
or character to which it is a party or by which it or its properties are 
or may be bound, or to which it or any of its assets is subject, which 
default would have a material adverse effect on the condition, financial 
or otherwise, of the Lessee or on the ability of the Lessee to perform 
its obligations under the Lease. Neither the execution and delivery of 
the Lease nor compliance by the Lessee with the terms, conditions and 
provisions of the Lease will conflict with or result in a breach of, or 
constitute a default under, any of the foregoing. 

8. Since the date of the financial information provided to the 
Lessor, there have not been any material adverse changes in the business, 
properties, condition (financial or otherwise) or results of operations 
of the Lessee, whether or not arising from transactions in the ordinary 
course of business, and since such date, except in the ordinary course 
of business, the Lessee has not entered into any transaction or incurred 
any liability material to the financial position of the Lessee. 

9. There is no claim, action, suit, proceeding, inquiry or 
investigation, at law or in equity, before or by any court, governmental 
agency, or public board or body, pending or, to the best of our 
knowledge, threatened against or affecting the Lessee wherein an 
unfavorable decision, ruling or finding would materially adversely affect 
the business, properties, condition (financial or otherwise) or the 
results of operations of the Lessee or the ability of the Lessee to 
perform its obligations under the Lease. 
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10. All authorizations, consents and approvals of, notices to, 
registrations or filings with, or other acti.ons in respect of or by, any 
governmental body, agency or other instrumentality or court required in 
connection with the execution, delivery and performance by the Lessee of 
the Lease have been duly obtahed, given or taken (and copies thereof 
have been provided to the Lessor). 

11. Any certificate signed by any official of the Lessee and 
, I  delivered to the Lessor will be deemed to be a representation by the 

* & I  Lessee to the Lessor as to the statements made therein. 

12. The sea2 which has been impressed upon the Lease and upon this 
Certificate is the legally adopted, proper and only official seal of the 
Lessee. 

I 

WITNESS our hands and the corporate seal of the Lessee t.his 3rd day 
of April, 1997. 

[SEAL] 

Attest: 
Name: Donald R. &s 
Title: County Judge/Executive 

Title: County Court Clerk 

" .- 

. , I  
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CERTIFICATION 

Lessee hereby certifies that it will use due diligence to spend the 

amounts deposited in the Lessee's acquisition account to acquire, 

construct, equip, and install the project covered under the Lease as 

promptly and as reasonable as is possible. 
I 

This the 3rd day of April, 1997. -;-, I 

ATTEST : 
i -  PENDLETON COUNTY JUDGE EXECUTIVE 

. .  

3 A X .  WqQ 
Donald R. Mays v 

COUNTY COURT CLERK 



ACKNOWLEDGMENT 

CoLT acknowledges that they directed the Trustee to transfer 

$110,000.00 to the appropriate acquisition account; to be used as outlined 

in the Lease. 

This the 3rd day of April, 1997. 

KENTUCKY ASSOCIATION OF COUNTIES 
LEASING TRUST, LESSOR 

Robert T. Harrod 
CoLT Administrator 

ATTEST : 

Bdnnie Mon?oe 
COUNTY COURT CLERK 

PENDLETON COUNTY JUDGE EXECUTIVE 

-&L.-L cc\wro 
Donald R. Mays 
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