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CHARLES S MUSSON 
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October 22,20 12 

ECEIVE 
Mr. Jeff Derouen, Executive Director 
Public Service Cornmission 
P.O. Box 615 
Frankfort, Kentucky 40602 

PUBLIC SERVICE 
COMMISSION 

Re: Butler County Water System, Inc. PSC Application 

Dear Mr. Derouen: 

Enclosed please find the original and ten (1 0) copies of the Application of the Butler County 
Water System, Inc. for an Order authorizing the Association to issue securities pursuant to 
KRS 278.300. 

This Application requests approval of the issuance of securities for the purpose of refunding 
certain high interest debt of the Applicant. 

Thank you for your assistance and if you need any additional information or documentation, 
please let us know. 

Sincerely, 

Rubin & Hays 

WRJ:jIm 
Enclosures 

cc: Mr. Jeff Peeples, BCWS 
Ms. Kristen Millard, Morgan Keegan 

http://www.rubiiihays.com


COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY cu 2 3  2012 

IN THE MATTER OF: 

THE APPLICATION OF THE BUTLER 
COUNTY WATER SYSTEM, INC., TO 
ISSUE SECURITIES IN THE APPROX- 
MATE PRINCIPAL AMOUNT OF $3,085,000 
FOR THE PURPOSE OF REFUNDING CERTAIN ) 
OUTSTANDING INDEBTEDNESS OF THE ) Case No. 2012 - 
ASSOCIATION PURSUANT TO T€€E PROVISIONS ) 
OF KRS 278.300 AND 807 KAR 5:OOl 

1 
1 

) 

** *** **** ******* **** *** ** 

A P P L I C A T I O N  

The Applicant, Butler County Water System, Inc. (the "Association"), files this Application 

pursuant to KRS 278.300, 807 KAR 5:001, and all other applicable laws and regulations, and 

requests that the Kentucky Public Service Commission (the "Commission") enter an Order 

authorizing the Association to issue certain securities in the approximate principal sum $3,085,000 

(subject to adjustment of up to lo%), for the purpose of refunding certain outstanding indebtedness 

of the Association. In support of this Application, and in compliance with the rules and regulations 

of the Commission, the Association states as follows: 

1. The Association is a non-profit water association of Butler County, created and 

existing under the provisions of Chapter 273 of the Kentucky Revised Statutes. The Association's 

Articles of Incorporation are on file with the Commission in Case No. 2003-00486. The Association 

is now, and has been since its inception, regulated by the Commission, and all records and 



proceedings of the Commission with reference to the Association are incorporated in this 

Application by reference. 

2. The governing body of the Association is its Board of Directors, with power to make 

contracts in furtherance of its lawful and proper purpose as provided for in KRS Chapter 273 and 

all applicable law and regulations. 

3. The mailing address of the Association is as follows: 

Butler County Water System, Inc. 
c/o Mr. Weymouth Martin, Vice President 
P.O. Box 10180 
Bowling Green, Kentucky 42 102 
Telephone: (270) 842-0052 

4. A general description of the Association's water system property, together with a 

statement of the original cost, is contained in the Association's Annual Report for 201 1 which is on 

file with the Commission. The Annual Report is incorporated herein by reference. 

5 .  The Association proposes to borrow funds from the Kentucky Rural Water Finance 

Corporation ('IKRWFCI') pursuant to an Assistance Agreement in the estimated principal amount 

of $3,085,000 (subject to adjustment of up to 10%) (the "KRWFC Loan"), for the purpose of 

refunding the outstanding indebtedness of the Association designated as (i) Butler County Water 

System, Inc. Promissory Note, dated June 27, 1977, in the original principal amount of $357,000, 

bearing interest at the rate of 5.00% per annum (the "1977A Note"), currently held by the U.S. 

Department of Agriculture, acting through Rural Development ("RD"); (ii) Butler County Water 

System, Inc. Promissory Note, dated August 18, 1987, in the original principal amount of $369,000, 

bearing interest at the rate of 5.00% per annum (the "1987 Note"), currently held by RD; (iii) Butler 

County Water System, Inc. Promissory Note, dated April 21 , 1989, in the original principal amount 

2 



of $940,000, bearing interest at the rate of 5.00% per annum (the "1989 Note"), currently held by 

RD; (iv) Butler County Water System, Inc. Promissory Note, dated February 19, 1992, in the 

original principal amount of $752,000, bearing interest at the rate of 5.00% per annum (the "1992 

Note"), currently held by RD; and (v) Butler County Water System, Inc. Promissory Note, dated 

February 10, 1994, in the original principal amount of $1,998,000, bearing interest at the rate of 

5.00% per annum (the "1 994 Note"), currently held by RD (hereinafter, the 1977A Note, the 1987 

Note, the 1989 Note, the 1992 Note and the 1994 Note shall be collectively referred to as the "Prior 

Loans"). 

6 .  The estimated debt service for the KRWFC Loan is shown in Exhibit A, which is 

attached hereto and incorporated herein by reference. The debt service schedule and estimated 

interest rate are subject to change because of market conditions. The final terms and details of the 

KRWFC Loan may vary from the present assumptions based upon market conditions and other 

business judgment factors. 

7. The KRWFC Loan will provide the Association with the finds necessary to (i) refind 

the Prior Loans; and (iii) pay the costs, fees and expenses incident to the issuance of the KRWFC 

Loan. 

8. The Sources and Uses ofFunds to be obtained from the issuance ofthe KRWFC Loan 

are detailed as Exhibit B, which is attached hereto and incorporated herein by reference. 

9. It is anticipated that the proposed refinancing will generate a net combined present 

value benefit of approximately $115,505.16. These savings are shown on the Debt Service 

Comparison, which is attached hereto and incorporated herein by reference as Exhibit C. 
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10. The final principal amount of the KRWFC Loan may be adjusted, based upon the 

final interest rate as of closing of the proposed KRWFC Loan. Final financial figures will be 

submitted to the Commission in a timely manner. The Association will not issue the securities if 

interest rates in the financial markets shift to a point where the Association will not achieve any 

savings. 

1 1. The Total Refunded Debt Schedule of the outstanding Prior Loans being refknded 

is set forth in Exhibit D. 

12. The Association represents that the KRWFC Loan is in the public interest and is 

intended to accomplish the purpose of strengthening the financial condition of the Association by 

producing substantial debt service savings. This is a lawful abject within the corporate purposes of 

the Association’s utility operations. The KRWFC L,oan is necessary, appropriate for, and consistent 

with the proper performance by the Association of its service to the public and will not impair its 

ability to perform that service. 

13. The Association represents that it will, as soon as reasonably possible after the 

closing of the KRWFC Loan, file with the Commission a statement setting forth the date of issuance 

of the KRWFC Loan, the price paid, the costs and expenses incurred in the issuance of the KRWFC 

Loan, and the final terms and interest rates of the JSRWFC Loan. 

14. The detailed Statement of Revenue and Expenses, Balance Sheet and Statement of 

Cash Flows for the twelve month period ending on December 3 1, 201 1 are attached hereto and 

incorporated herein be reference as Exhibit E respectively. 

15. The remaining financial schedules and other information necessary for the Financial 

Exhibit required by 807 KAR 5:001, Section 6 and Section 11 (2) (a) are contained in the 201 1 
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Annual Report which is on file with the Commission. The Annual Report is incorporated herein by 

reference. 

16. Pursuant to 807 KAR 5:001, the Association hereby responds as follows: 

Section 6(4) Mortgages: The Association's mortgages are attached hereto as 

Exhibit F. 

Section 6(5)  Bonds: The KRWFC Loan will be secured by a pledge of the 

revenues of the Association's System. 

Section 1 1 (2)(b): The Association does not have any trust deeds in effect as 

of the date hereof. 

Section 11(2)(c): No property is being acquired as the proceeds of the 

securities are being used for the refunding of the Prior Loans. 

Association hereby requests and moves for a deviation, pursuant to 

807 KAR 5:001, Section 14, from the requirements of 807 KAR 5:001, Section 6, which requires 

that the financial data filed with the Application be for a twelve (12) month period ending within 

ninety (90) days of the filing ofthe application. The Association states that there has been no change 

that is material in nature in the financial condition or operation of the Association since December 

3 1,20 1 1. The financial data filed with this Application is for the twelve (1 2) month period ending 

December 3 1 , 201 1. This is the most recent published financial data available. Because of the 

volatility of the financial markets, the Association cannot run the risk of delaying the closing of the 

KRWFC Loan while more current financial data is compiled. 

18. No rate adjustment will be necessary. 
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WHEREFORF,, the Association respectfully requests that the Commission take the 

following actions: 

1. Authorize the issuance of the securities requested in the Application; 

2. Grant the Association a deviation, to the extent necessary, from 807 KAR 5:001, 

Section 6 to allow the submission of the Association's 20 1 1 Annual Report and 20 I 1 audit in lieu 

of more recent financial data, there being no material change in the data in 2012 and due to the 

volatility of the present financial markets; and 

3. Process this Application without a formal hearing in order to save time and expense. 

The Association will promptly respond to any information requests by the Commission's staff. 

Butler County Water System, Inc. 

P.O. Box 10180 
Bowling Green, Kentucky 42 102 
Phone: (270) 842-0052 

Rubin & Hays 

n 

BY -- 

dentucky &e Trust Building 
450 South Third Street 
Louisville, Kentucky 40202 
Phone: (502) 569-7525 
Fax: (502) 569-7555 
Counsel for Butler County System, 
Inc. 
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STATE OF KENTUCKY 1 

COUNTY OF BUTLER 1 
1 ss 

The affiant, Weymouth Martin, being first duly sworn, states: That he is the Vice President 
of the Butler County Water System, Inc., the Applicant in this case; that he has read the foregoing 
Application and has noted the contents thereof; that the same are true of his own knowledge and 
belief, except as to matters which are herein stated to be based on information or belief, and that 
these matters, he believes to be true and correct. 

IN TESTIMONY WHEREOF, witness the signature of the undersigned on the /&day of 
October, 2012. 

a&w 
Weymohuth Martin, Vice President 

SUBSCRIBED, SWORN TO AND ACKNOWLEDGED before me by Weymouth Martin, 
Vice President of the Butler County Water System, Inc., on this the e d a y  of October, 2012. 

My Commission expires: f d z z  2015 4 

I " -______ 
'NOTARY PUBLIC 
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Prelirnlna~ 

$3,085,000 
butler Water Association 
Potential Refunding through the Kentucky Rural Water Finance Corporation 

Debt Setvice Schedule 

Date Principal Coupon Interest Total P t l  FisealTotal 
11/01/2012 
08/01/2013 80,000 00 0 780% 81,641 26 161,641 26 
12/31/2013 161,641 26 
02/01/2014 54,115 50 54,115 50 
08/01/2014 140,000.00 0.970% 54,115.50 194,115.50 
12/31/2014 248,231 00 
02/01/2015 53,436 50 53,436 50 
08/01/2015 140,000 00 1260% 53,436 50 193,436 50 
12/31/2015 246,873 00 
02/01/2016 52,554.50 52,554.50 
08/01/2016 145,000 00 1810% 52,554 50 197,554 50 
12/31/2016 250,109 00 
02/01/2017 51,242 25 51,242 25 
08/01/2017 150,000 00 2 110% 51,242 25 201,242 25 
12/31/2017 252.484.50 
02/01/2018 49,659 75 49,659 75 
08/0i/zoi8 135,000 00 2 460% 49,659 75 184,659 75 
12/31/2018 234,319 50 
02/01/2019 47.999 25 47.999.25 
08/01/2019 13 5,O 0 0.0 0 2.710% 47,999.25 182,999.25 
12/31/2019 230,998 50 
02/01/2020 46,170 00 46,170 00 
08/01/2020 135,000 00 3 600% 46,170 00 181,170 00 
12/31/2020 227,340 00 
02/01/2021 43,740 00 43,740 00 
08/01/2021 140,000 00 3 450% 43,740 00 183,740 00 
12/3 1/2021 227.480 00 
02/01/2022 41,325 00 41,325 00 
08/01/2022 145,000 00 3 650% 41,325 00 186,325 00 
12/31/2022 227.650.00 
02/01/2023 38,678 75 38,678 75 
08/01/2023 150,000 00 3 850% 38,678.75 188,678 75 
12/31/2023 227.357 50 
02/01/2024 35,791 25 35,791 25 
08/01/2024 160,000.00 4.050% 35,791.25 195,791.25 
12/31/2024 231,582 50 
02/01/2025 32,551 25 32,551 25 
08/01/2025 165,000 00 4 200% 32.551.25 197,551 25 
12/31/2025 230,102 50 
02/01/2026 29.086.25 29,086.25 
08/01/2026 170,000 00 4 300% 29,086 25 199,086 25 
12/31/2026 228,172 50 
02/01/2027 25,431.25 25,431 25 
08/01/2027 180,000 00 4 400% 25,431 25 205,431 25 
12/31/2027 230,862.50 
02/01/2028 21.471 25 21.471 25 
08/01/2028 165,000 00 4 500% 21,471 25 186.471 25 
12/31/2028 207.942 50 
02lOll2029 17,758 75 17.758 75 
08/01/2029 160,000.00 4.590% 17.758.75 177.758.75 
12/31/2029 195,517 50 
02/01/2030 14,086 75 14,086 75 
08/01/2030 125,000 00 4 640% 14,086 75 139,086 75 
12/31/2030 153,173 50 
02/01/2031 11,186 75 11,186 75 
08/01/2031 135,000 00 4 690% 11,186 75 146,186 75 
12/31/2031 157,373 50 

08/01/2032 130.000 00 4 740% 8,021 00 138.021 00 
12/31/2032 146,042 00 
02/01/2033 4,940 00 4,940 00 
08/01/2033 105,000 00 4 940% 4,940 00 109,940 00 
12/31/2033 114,880 00 
02/01/2034 2,346 50 2,346 50 

oz/Ol/zo32 8,021 00 8,021 00 

08/01/2034 95,000.00 4.940% 2,346.50 97,346.50 
12/31/2034 99,693 00 

Total $3,085,000.00 $1,444.826.26 $4,529,826.26 

Bond Year Dollars $34,748.75 
11.264 Years Average Life 

Average Coupon 4.1579230% 

4.3132883% Net Interest Cost (NIC) 
True Interest Cost (TIC) 4.2870095% 
8ondYield for Arbitrage Purposes 4.0820529% 
All Inclusive Cost IAIC) 4.4867365% 

IR5 Form 8038 
Net Interest Cost 4.1579230% 
Weighted Average lvhturity 11.264 Years 
911812012 I316PM 

Raymond James I Morgan Keegan 
Public Finance 





Preliminary 

__- - -~ - _-. - _ _ _ _ ~  - - $3,085,000 
butler Water Association 
Potential Refunding through the  Kentucky Rural Water Finance Corporation 

Total Issue Sources And Uses 
Dated 11/01/2012 I Delivered 11/01/2012 

Refunding of Refunding of Refunding of Refunding of Refunding of 
Series 1977 A Series 1987 Series 1989 Series 1992 Series 1994 Issue Summary 

Sources Of Funds ___ 
Par Amount of Bonds $95,000 00 $230,0=- $630,000 00 $555,000 00 $1,575,000 00 $3,085,000 00 

7,055 76 3,646 45 27,621 93 29,463 60 __ 78,281 37 146,069 11 Transfers from Prior Issue Debt Serv~ce Funds - __ 

$102,055.76 $233,646.45 $657,621.93 $584,463.60 $1,653,281.37 $3,231,069.11 -~ -.____ ___ --.-__-___ ____ ~~ 
Total Sources 

__I 
Uses Of Funds 
Total Underwriter's Discount (1 750%) 1,662 50 4,025 00 11,025 00 9,712 50 27,562 50 53,987 50 

1,578 98 3,822 77 10,471 07 9,224 51 26,177 67 51,275 00 Costs of issuance 
Deposit to Current Refunding Fund 94,689 15 -228,305 53 635,680 62 566,774 28 1,597,193 89 3,122,643 47 
Rounding Amount 4,125 13 (2,506 85) 445 24 (1,247 69) 2,347 31 3,163 14 

________ 

_I _- ______- ~ -- 

Total Uses $102,055.76 $233,646.45 $657,621.93 $584,463.60 $1,653,281.37 $3,231,069.11 
~ ___ _ _ _ _ _ ~  _ _ _ _ _ ~ - - -  

9/18/2012 I 3:16PM 

Raymond James I Morgan Keegan 
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Preliminary 

- __ - ___ I_ _____ -_ _-_ - - - -  - $3,085,000 
butler Water Association 
Potential Refunding through the Kentucky Rural Water Finance Corporation 

Debt Service Comparison 

Date - Total P+I Net New D/S - 
12/31/2012 
12/31/2013 161,641.26 161,641 26 
12/31/2014 248,231 00 248,231.00 

250,109.00 
1213 1/201 7 252,484 50 252,484 50 

12/31/2015 246,873 00 246,873 00 
12/31/2016 - ~ 25OJO9.00 __.______ ~ _ _ _  

i2/31/2oia 
12/31/2019 
12/31/2020 

234,319.50 

227,340.00 
230,998.50 

234,319.50 
230,998.50 
227,340.00 

Savings 

98,266 04 
11,676 35 
13,036 05 

7,424 30 
6,357 75 
7,742 95 

11,402 20 

9,789 75 - -- 

Old Net D/S 

259,907 30 
259,907 35 
259,909 05 

.__. - 259,898.75 
259,908 80 

__I___-- - 

240,677 25 
238,741 45 

238,741.60 
23 a, 742.20 

227,480.00 __ - __ - - _-_____ - __ __- -.____ 1213m-021 ~_ - - - -~ 
11,261 60 

1213 112022 227,650 00 227,650 00 238,741.30 11,091 30 
12/31/2023 227,357.50 227,357 50 238,741 10 11,383 60 
1213 112024 231,582 50 231,582.50 238,741 00 7,158 50 
1213 112025 230,102 50 230,102 50 238,741 15 8,638 65 

227,480 00 

228,172.50 - 

207,942 50 
195,517.50 
153,173.50 

230,862 50 
12/31/2026 228,172.50 _ __ ___- 
12/31/2027 230,862.50 
12/31/2028 
1213 1/2029 
1213 112030 
12/31/2031 
12/31/2032 
1213 112033 
12/31/2034 

207,942.50 
195,517.50 
153,173.50 

238,740.80 . ____ 

216,860 50 
208,870.30 
161,619.30 

236,490 30 
10,568.30 

5,627.80 
8,91.8.00 

8,445.80 
13,352.80 

157,373.50 
146,042.00 146,042.00 
157,373.50 - -. ._ _ _  

114,880 00 
99,693 00 

114,880.0o 
99,693.00 

4,244.85 _____ 
7,184.85 

_____._ _ - -- 161,618.35 
153,226 85 
117,422 95 2,542 95 
104,812.05 5,119 05 

Total $4,529,826.26 $4,529,826.26 $4,811,059.70 $281,233.44 

9/18/2012 3:16 PM 

Raymond James I Morgan Keegan 
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Preliminary 

____L-_-_--________ - $357 000 

Butler County Water Association 
Series 1977 A 

__- 

Total Refunded Debt Service 
-______ _. -__ _. _. ____ -_ __- 

Total P+I Principal coupon Interest - Date - 12/31/2013 16,513.00 5 000% 4,654 30 21,167 30 
5 000% 3,828 65 21,166 65 

12/31/2014 17,338 00 
12/31/2015 18,205 00 5 000% 2,961 75 21,166 75 
1213 1/20 16 19,115 00 5 000% 2,051 50 21,166 50 

5 000% 1095 75 21,166 75 
12/31/2017 20,071 00 - 1 -___ 

1,844 00 5 000% 92 20 1,936 20 
12/31/2018 

$107,770.15 

~ _ _ _ -  

.- $14,684.15 
Total $93,086.00 - 

9/18/2012 I 3 16 PM 

Raymond James I Morgan Keegan 
Public Finance 
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Preliminary 

-______ - -____ ~ ~ _- - $369,000 

Butler County Water  Association 
Series 1987 

Total Refunded Debt Service 

Total P+I - - Date Principal Coupon Interest - 
21,878.70 12/31/2013 10,578.00 5.000% 11,300.70 

L2/31/2014 11,107.00 5 000% 10,771 80 21,878.80 
1213 1/2015 11,663.00 5.000% 10,216 45 21,879 45 
12/31/2016 12,246 00 5.000% 9,633.30 21,879.30 

21,879.00 
21,879.10 
21,879.05 
21,879.25 
21,879 00 

__-- 5.000% 
5.000% 
___ 9,021.00 

8,378.10 
-- ___ . __ 12.858.00 

13,501.00 
14,176.00 
14,885.00 
15,629.00 

1213 1/2017 __. 

i2/31/2018 
12/31/2019 5 000% 7,703 05 
1213 1 / 2020 5 000% 6,994.25 
12/31/2021 5.000% 6,250 00 

21,878.55 51468.55 -____ ___ -___ 5 000% 
12/31/2023 17,231 00 5 000% 4,648.05 21,879.05 

21,879 50 12 131 12024 18,093.00 5 000% 3,786 50 
12 /31/2025 18,997 00 5 000% 2,881.85 21,878 85 
12/31/2026 19,947.00 5 000% 1,932.00 21,879 00 
12/31/2027 18,693.00 5.000% 934.65 19,627.65 

$325,934.25 

12/31/2022 __._ 16,410.00 __ _ _ _ _ _ _ _ ~ _  

~ . _ _ _ _ _  -- 

- Total $226,014.00 $99,920.25 

9/18/2012 1 3:16 PM 

Raymond James I Morgan Keegan 
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Total Refunded Debt Service 

Total P+I Date Principal Coupon Interest _- 
1213 112013 24,277.00 5.000% 30,966.85 55,243.85 
12/31/2014 
12/31/2015 
12/31/2016 
12/31/2017 
12/31/2018 
12/31/2019 
12/31/2020 
12/31/2021 
12/31/2022 -- 
1213 112023 
12/31/2024 
1213 1/2025 
12/31/2026 
12/31/2027 - 

1213 1/2028 
12/31/2029 

_____-__- 

25,491.00 
26,766.00 
28,104.00 
29,509.00 
30,984.00 
32,534.00 
34,160.00 
35,868 00 
37,662.00 - 
39,545.00 
41,522.00 
43,598.00 
45,778.00 
48,067.00 
50,470.00 
45,002.00 

_____. - - -~ 

__ 

-- 

5 000% 
5 000% 
5 000% 
5 000% 
5 000% 
5 000% 
5 000% 
5 000% 
5 000% 
5 000% 
5 000% 
5 000% 
5 000% 
5 000% 
5 000% 
5 000% 

____ ____-- 

__ _ ~- 

_ _ _ -  

29,753 00 
28,478 45 
27,140.15 
25,734.95 - ____ - 
24,259 50 
22,710.30 
21,083.60 
19,375.60 

~ 

13,721.85 
11,645.75 
9,465.85 

2,250.10 

55,244 00 
55,244 45 
55,244.15 
55,243.95 
55,243 50 
55,244 30 
55,243 60 
55,243 60 
55,244.20 
55,244 10 
55,243 85 
55,243.75 
55,243 85 
55,243.95 
55,243 60 
47,252 10  

_-_______ 

___ 

- - ~  

Total $619,337.00 $311,817.80 $931,154.80 -., --- 

9/18/2012 1 3:16 PM 

Raymond James I Morgan Keegan 
Public Finance 
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Preliminary 

-- __ -~ . -_ __ - __ - - $752,000 
Butler County Water Association 
Series 1992 

Total Refunded Debt Service 

Total Pcl - Date Principal coupon - Interest 

12/31/2013 16,815.00 5 000% 27,380.40 44,195 40 
12/31/20 14 17,656.00 5 000% 26,539 65 44,195.65 
1213 1/20 15 18,539.00 5 000% 25,656 85 44,195.85 
12/31/2016 19,456 00 5.000% 24,729.90 44,185 90 

20,439.00 5.000% 23,757.10 44,196.10 12/31/2017 
12/31/2018 21,461.00 5.000% 22,735.15 44,196 15 

~ - - __- - - -__--__ -~ 

12/31/2019 
1213 XI2020 
12/31/2021 

22,534.00 
23,662.00 
24,844.00 

5.000% 
5.000% 
5.000% 

21,662.10 
20,535.40 
19,352.35 

44,196.10 
44,196.40 
44,196.35 

12/31/2022 26,086.00 5.000% 18,110.15 44,196.15 
12/31/2023 27,390 00 5 000% 16,805 85 44,195.85 
_ _ _ ~  -____-_-_I_.-I ____ ~ ___ 

12/31/2024 
12/31/2025 
12/31/2026 
12/31/2027 - - 
12/31/2028 

28,759.00 
30,198.00 
3 1,707 .OO 

5.000% 
5.000% 
5.000% 

15,436.35 
13,998.40 
12,488.50 
10,903.15 

9,238.50 
~ -.. 

44,195.35 
44,196 40 
44,195.50 
44,19 6.15 
44,195 50 

_____-- 

12/31/2029 36,705.00 5.000% 7,490 65 44,195 65 
1213 112030 38,541.00 5 000% 5,655 40 44,196 40 

12/31/2031 40,468.00 5 000% 3,728 35 44,196 35 
1213 112032 34,099.00 5.000% 1,704.95 35,803 95 

$327,909.15 $875,517.15 
___ ___ ____ ~ ________ - -- _ _ ~ _ _ _  I - 

Total $547,608.00 -- 

9/18/2012 1 3:16 PM 

Raymond James I Morgan Keegan 
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Preliminary 

Butler County Water  Association 
Series 1994 

Total Refunded Debt Service 
__ - --____ ___ - -- - ~ - _~ 

Total P+I Date Principal Coupon Interest 
12/31/2013 40,356.00 5 000% 77,066.05 117,422 05 
12/31/2014 42,374.00 5.000% 75,048.25 117,422 25 
12/31/2015 44,493 00 5.000% 72,929.55 117,422 55 
12/31/2016 46.718.00 5 000% 70,704.90 117,422 90 

12/31/2017 
12/31/2018 

______-__ 

1213 112019 
12/31/2020 
12/31/2021 

49,054.00 ___ 
51,506.00 

5.000% 
5.000% 

______.__-_ - -- 

54,081.00 5.000% 
56,786.00 5.000% 
59,625.00 5.000% 

12/31/2022 62,606.00 
12/31/2023 65,736.00 

~ _ _ _ _ ~ _ _ _  -- 

12/31/2024 
12/31/2025 
1213 112026 
12/31/2027 
12/31/2028 

~ - 

- _ _ _ _ ~ -  5.000% 
5.000% 

69,023.00 5.000% 
72,474.00 5.000% 
76,098.00 5.000% 

63,341.00 
60,636.95 
57,797.65 
54,816.40 
51,686 10 
48,399.30 
44,948.15 
41,324.45 

_-_ - 

117,423.00 
117,422 30 
117,422.00 
117,422 95 
117,422.65 

-____- 

117,422.40 
117,422.10 

~ 

5.000% 
83,897.00 5.000% 
79,903.00 ____ -- 37,51955 ____ -- 

33,524.40 
12/31/2029 88,093 00 5 000% 29,329.55 117,422 55 

117,422 90 12/31/2030 92,498 oa 5 000% 24,924 90 
12/31/2031 97,122.00 5 000% 20,300.00 117,422 00 
1213 112032 101,979.00 5 000% 15,443.90 117,422 90 
12/31/2033 107,078 00 5 000% 10,344 95 117,422 95 

_ _ _ _ _ _ ~  -- - -  - _____ --_____ 

117,422 30 
117,422 15 
117,422.45 
117,422.55 
117,421.40 
.___- 

. .  
12/31/2034 99,821.00 5.000% 104,812.05 4,991.05 

9/18/2012 I 3:16 PM 

Raymond James I Morgan Keegan 
Public Finance 





Butler County Water System, Inc. 
Balance Sheets 

December 31, 201 1 201 0 

Assets 

Current Assets 
Cash and cash equivalents $ 166,512 $ 462,449 
Accounts receivable: 

Customer accounts receivable, net of allowance 
for uncollectibles of $67,512 and $63,278 41,637 59,123 
Accounts receivable - other 45,503 76,112 

16,159 - 15,886 
Total current assets 269,811 613,570 

~~ 

Prepaid insurance 
___I- 

- 
Property, Plant and Equipment 

Land and land rights 101,521 101,521 
Utility plant in service 2.521 7,869 251  25,971 
Construction in progress 893,307 640,269 
Less: accumulated depreciation (7,029,654) (6,747,087) 

19,183,043 - 19,120,674 Property, plant and equipment, net 

Other Assets 
Restricted cash and cash equivalents 1,456,049 1,408,554 
Restricted short-term investments 1 19,635 118,855 
Deferred charges 45,61 I 30,470 - 

Total other assets 1,62 1,295 .- 1,557,879 
~- 

Total Assets $21,074,149 $ 21,292,123 

9 



December 31. 201 1 201 0 

Liabilities and Members’ Equity 

Current Liabilities 
Accounts payable $ 61,545 $ 99,470 
Accounts payable - WCWD 80,153 107,613 
Accrued interest payable 149,000 153,041 
Other current liabilities 4,430 4,506 

157,686 165,117 
460,245 522,316 
~- Current portion of long-term debt ~- 

--- -- Total current liabilities 

Long-Term Liabilities 
Rebates payable 14,625 63,126 
Customer deposits 179,136 117,501 
Long-term debt, net of current portion 4,465,594 4,617,717 - 

Total long-term liabilities 4,599,355 4,798,344 

Total liabilities 1- 5,059,600 5,320,660 

Members’ Equity 
Contributions in aid of construction 13,644,563 13,577,062 
Retained earnings 2,369,986 2,394,40 1 

Total members’ equity 16,014,549 15,971,463 - 
Total Liabilities and Members’ Equity $ 21,074,149 $ 21,292,123 

The accompanying notes to the financial statements are an integral part of this financial statement. 
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Butler County Water System, Inc. 
Statements of Operations 

Years Ended December 31, 201 I 201 0 

Operating Revenues 

Metered sales: 
Residential 
Commercial 

$ 1,493,939 $ 1,516,261 
201,157 209,277 

1,115 68 
Total metered sales I ,696,211 1,725,606 

-- Resale 

31,605 29,938 Forfeited discounts 
Miscellaneous service revenue 28,430 33,033 

Total operating revenues 1,756,246 1,788,577 

Operating Expenses 

Pumping expense: 
Purchased power 39,342 39,680 

Insurance 2,650 2,545 
M iscel I a ne o i ~  s 1,473 1,084 

479 Professional services 480 
Total pumping expense 44,065 I 43,871 

Salaries and benefits 120 83 

-- 

Water treatment expense: 
Purchased power 
C he mica1 s 
Materials and supplies 
lnsu rance 
Salaries and benefits 
Contractual services 
Miscellaneous 

- Professional services ---. 
Total water treatment expense 

86,203 86,015 
55,766 52,678 
5,195 3,521 
5,301 5,090 

91,107 91,187 
757 703 

6,169 6,312 
958 972 

251,470 246,464 
~ 

General distribution expense: 
Purchased power 4,008 2,968 
Salaries and benefits 105,530 93,424 
Materials and supplies 43,504 38,530 
Insurance 11,485 11,029 

26,659 23,616 Miscellaneous 
14,979 14,648 Contractual services 

Professional services 487 480 
Total general distribution expense 206,652 184,695 

11 



Years Ended December 31, 201 1 201 0 

Customer accounts expense: 
Salaries and benefits 
Contractual services 
Uncollectible accounts 
Materials and supplies 
Insurance 
Miscellaneous 

173,629 185,147 
3 9,587 40,266 
4,233 4,488 
2,376 1,045 
1,325 1,273 

28,767 32,732 
I Professional services ~- 1,459 1,438 - 

Total customer accounts - expense 251,376 266,389 

Maintenance expense: 
Pumping equipment and storage expense 
Salaries and benefits 
Contractual services 

26,440 20,998 
1 17,573 1 17,064 
41,565 38,524 

Professional services 972 959 -_ 
Total maintenance expense 186,550 177,545 

Administrative and general expense: 
Salaries and benefits 61,662 64,779 
Materials and supplies 5,775 5,531 
Insurance 2,240 2,186 
Miscellaneous 2,739 2,854 
Contractual services 23,880 2 1,957 
Professional services 1,609 1,538 

Total administrative and general expense 97,905 98,845 
- 

Depreciation expense ~ - -  528,254 495,687 _. 

Total operating expenses 1,566,272 1 3 1  3,496 

Operating income 189,974 275,081 

Non-Operating Revenues (Expenses) 
Other income 
Interest income 
Interest expense on long-term debt 
Interest expense on customer deposits 
Gain on sale of assets 

1 27 
17,778 19,083 

(228,606) (236,180) 
(827) (1,311) 

0 3,732 
PSC taxes (2,735) (2,771 ) 

Total non-operating revenues (expenses) (214,389) (21 7,420) 

Net Income (Loss) $ (24,415) $ 57,661 

The accompanying notes to the financial statements are an integral part of this financial statement. 
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Butler County Water System, lnc. 
Statements of Changes in Members’ Equity 

Contributions 
Years Ended December 31,2011 Retained in Aid of 
and 2010 Earnings Construction Total 

Balance, January 1,2010 $ 2,336,740 $ 13,534,832 $ 15,871,572 

Net income 57,661 0 57,661 
Contributions in aid of construction 0 - 42,230 42,230 - - 

Balance, December 31, 201 0 2,394,401 13,577,062 15,971,463 

Net loss (24,4 1 5) 0 (24,4 15) 
Contributions in aid of construction 0 67,501 67,501 

Balance, December 31,2011 $ 2,369,986 $ 13,644,563 $ 16,014,549 

The accompanying notes to the financial statements are an integral part of this financial statement 
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Butler County Water System, Inc. 
Statements of Cash Flows 

December 31, 201 1 201 0 

Cash Flows From Operating Activities 
Receipts from customers and agencies $ 1,804,341 $ 1,771,492 
Payments to suppliers for goods and services (61 8,651 ) (423,885) 
Payments for contractual services (549,842) (551,684) 

Net cash provided by operating activities 635,848 795,923 

Cash Flows From Non-Capital Financing Activities 
Interest paid on customer deposits (827) (1,311) 

Net cash used in non-capital financing activities (827) (1,311) 

Cash Flows From Capital and Related 
Financing Activities 

Receipt of other receivable 
Principal repayment on long-term debt 
Contributions in aid of construction 
Purchases of capital assets 
Gain on sale of capital assets 

0 1,931,685 
(144,692) ( 149,757) 

67,501 42,230 
(590,623) (2,292,340) 

0 (3,732) 
- Interest paid on long-term debt (232,6_47) (244,167L 

Net cash used in capital and related financing 
.- activities (900,461) (716,081 ) 

Cash Flows From Investing Activities 
Purchase of short-term investments 
Maturity of short-term investments 

(1 19,635) (1 18,857) 
1 18,855 0 

- Interest income - 17,778 19,083 
Net cash provided by (used in) investing 
activities 16,998 (99,774) 

Net Decrease in Cash and Cash Equivalents (248,442) (21,243) 

Balances - Beginning of Year 1,871,003 1,892,246 

Balances - End of Year $ 1,622,561 $ 1,871,003 

14 



December 31, 201 1 201 0 

Reconciliation of Operating Income to Net Cash 
Provided By Operating Activities 

Operating income $ 
Adjustments to reconcile net operating income to 
net cash provided by operating activities: 

Depreciation expense 
Non-u ti lit y rental in come 
Payment of PSC taxes 

Net decrease in accounts receivable, net 
Net increase in prepaid insurance 
Net increase in deferred charge 
Net increase (decrease) in accounts payable 
Net increase (decrease) in rebates payable 
Net decrease in other current liabilities 
Net increase in customer deposits 

Changes in assets and liabilities: 

189,974 

528,254 
1 

(2,735) 

48,095 

(15,141) 
(65,385) 
(48,501) 

1,635 

(273) 

(76) 

$ 275,081 

495,687 
23 

(2,771 

(1 6,908) 
(482) 

(7,192) 
47,803 

1,497 
71 

3,114 

Net Cash Provided By Operating Activities $ 635,848 $ 795,923 

The accompanying notes to the financial statements are an integral part of this financial statement. 
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REAL ESTATE MORTGAGE FOR KENTUCKY 
The Butler County Water System, Inc. is a 

T ~ S  MORTGAGE i s  made and entered into by 
corporation organized and existing under the laws of Kentucky, by and through Roland 

- 

Stephens, President and Garry Robbins, Secretary/Treasurer 

County, Kentucky, whose post office residing in Butler 

address i s s  , Kentucky&’107 - u 8  
herein called “Borrower,” and: 

WHEREAS Borrower is indebted to the United States of America, acting through the Farmers Home Administration, 
Ur;jted States Department of Agriculture, herein called the “Government.” as evidenced by one or more promissory note(s) 
or assumption agreement($), herein called “note,” which has been executed by Borrower, is payable to the order of the 
Government, authorizes acceleration of the entire indebtedness at the option of the Government upon any default by Bar- 
rower, and is described as follows: 

Due Date of Final Annual Rate 
tjf Date ofInsrrument Principal Amount  o f  Interest lnsrailm en r 

7 i 7 I 98 $545,000.00 4.75% 7 i ~ m a  

The interest rate for limited resource farm ownership or limited resource operating loan(s) secured by this instrument 
will be increased after 3 years, as provided in the Farmers Home Administration regulations and the note. 

And the note evidences a loan to Borrower, and the Government, a t  any time, may assign the note and insure the 
payment thereof pursuant to the Consolidated Farm and Rural Development Act, Title V o f  the Housing Act of 1949 or any 
other statute administered by the Farmers Home Adminstxation. 

And it is the purpose and intention of this instrument that, among other things, at all times when the note is held by 
the Government, or in the event the Government should assign this instrument without insurance of the note, $is instrument 
shall secure payment of the note; but when the note is held by an insured holder this instrument shall not secure payment of  
the note or attach to the debt evidenced thereby, but as to the note and such debt shall constitute an indemnity mortgage to 
secure the Government against loss under its insurance contract by reason of any default by Borrower. 

And this instrument also secures the recapture of any interest credit or subsidy which may be granted to the Borrower 
by the Government pursuant to 42 U.S.C. s1490a. 

NOW, THEREFORE. in consideration o f  the loan(s) and (a) a t  all times when the note is held by the Government,or 
in the event the Government should assign this instrument without insurance of  the payment of the note, to secure prompt 
payment of the note and any renewals and extensions thereof and any agreements contained therein, including any provision 
for the payment of an insurance or other charge, @) at  all times when the note is held by an insured holder, to secure per- 
formance of Borrower’s agreement herein to indemnify and save harmless the Government against loss under its insurance 
contract by reason of any default by Borrower, and (c) in any event and at  all times t o  secure the prompt payment of all 
advances and expenditures made by the Government, with interest, as hereinafter described, and the performance of every 
avertant and agreement of Borrower contained herein or in any supplementary agreement, Borrower does hereby sell, con- 
vey, and assign, with general warranty, unto the Government the following property situated in the State of  Kentucky, 

County(ies) of  Butler and Muhlenberg 

For a full description of the properties being mortgaged herein with complete source 
of title, see Exhib i&G&gp&d hereto and made a part of this martgage. 

RECORD 
AM PM,-, 

LESSIE R, JOHNSON 
CLHlRK 

Qhio County, Kentucky 

FmHA 427-1 KY (Rev. 8-1481) 
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being the same (or part of the same) land conveyed* 
together with all rights, interests, easements, hereditaments and appurtenances thereunto belonging, the rents, issues, and 
profits thereof and revenues and income therefrom, all improvements and personal property now or later attached thereto 
or reasonably necessaly to  the use thereof, including, but not limited to, ranges, refrigerators, clothes washers, clothes dryers, 
or carpeting purchased or financed in whole or in part with loan funds, all water, water rights, and water stock pertaining 
thereto, and all payments at any time owing to Borrower by virtue of any sale, lease, transfer, conveyance, or condemnation 
of any part thereof or interest therein-all of which are herein cnlled “the property”; 

TO HAVE AND TO HOLD the property unto the Government and its assigns forever in fee simple. 
BORROWER for Borrower’s self, Borrower’s heirs, executors, administrators, successors and assigns WARRANTS THE 

TITLE LO the property to the Government against all lawful claims and demands whatsoever except any liens, encumbrances, 
easements, reservations, or oonveyances specified hereinabove, and COVENANTS AND AGREES as follows: 

To pay promptly when due any indebtedness t o  the Government hereby secured and to indemnify and save harm- 
less the Government against any loss under its insurance of payment of the note by reason of any d.efault by Borrower. At 
aU times when t h e  note is held by an insured holder, Borrower shall continue to make payments on the note to the Govern- 
ment, as collection agent for the holder. 

To pay to the Government such fees and other charges as may now or hereafter be required by regulations of 
the Farmers Horn Administration. 

If required by the Government, to make additional monthly payments of 1/12 of the estimated annual taxes, 
assessments, insurance premiums and other charges upon the mortgaged premises. * 

Whether or not the note is insured by  the Government, the Government may a t  any time pay any other amounts 
required herein to be paid by Borrower and not paid b y  Borrower when due, as well as any costs and expenses for the pre- 
servation, protection, or enforcement o f  this lien, as advances for the account of  Borrower. All such advances half. bear 
interest at the rate borne by the note which has the highest interest rate. 

All advances by the Government as described in this instrument, with interest, shall be immediately due and pay- 
able by Borrower to  the Government without demarid a t  the place designated in the Iatest note and shaU be secured hereby. 
No such advance by the Government shall relieve Borrower from breach of &mower’s covenant to pay. b y  paymen! made 
by  Borrower may be applied on the note or any indebtedness LO the Government secured hereby, in i n y  order the Govern- 
ment determines. 

(1) 

(2) 

(3) 

(4) 

(5 )  

(6) To use the loan-evidenced by the note solely for purposes authoriz‘ed by the Government. 
(7) To pay when due all taxes, liens, judgments, encumbrances, and assessments lawfully attaching to or assessed 

against the property, including all charges and assessments in connection with water, water rights and water stock pertaining 
to or reasonably necessary to the use of the real property described above, and promptly deliver to the Government without 
demand receipts evidencing such payments. 

To keep the property insured as required by and under insurance policies approved by the Government and, a t  its 
request, to deliver such policies to the Government. 

To maintain improvements in good repair and make repairs required by the Covernment;operate the property in 
a good and husbandmanlike manner; comply with ouch farm conservation practices and farm and hame management plans 
as the Government from time to time may prescribe, and not to  abandon the property, or cause or permit waste, lessening or 
impairment of the security covered hereby, or without the written consent of the Government, cut, remove, or lease any 
timber, gravel, oil, gas, mal, or other minerals except as m3y be necessary for ordinary domestic purposes. 

(8) 

(9) . 
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(10) TO comply with all laws, ordinances, and regulations affecting the property. 
(1 1) TO pay or reimburse the Government -for expenses reasonably necessary or incidental to the protsction of the 

lien and priority hereof and to the enforcement of or the compliance with the provisions hereof and of the note and any 
supplementmy agreement (whether before or after default), including but not Iimited to costs of evidence of title to and 
survey of the property, costs of recording this and other instruments, attorneys’ fees, trustees’ fees, court costs, and expenses 
of advertising, selling, and conveying the property. 

(12) Neither the property nor any portion t iereof or interest therein shall be leased, assigned, sold, transferred, or 
encumbered voluntarily or otherwise, without the :ritlen consent of the Government. T h e  Government shdl have the sole 
and exclusive rights as mortgagce Iiereundnr, including but not limited to the power to grant consents, partial releases, sub- 
ordinations, and satisfaction, and no insured holder shall have any right, title or  interest in or to the lien or  any benefits 
hereof. 

(13) At aIf reasonable times the Government and its agents may inspect the property to  ascertain whether the cov- 
enants and agreements contained herein or in any supplementary agreement are being performed. 

(14) The Government may (a) extend ordefer  the maturity of, and renew and reschedule the payments on, the debt 
evidenced by the note‘or any indebtedness to the Government secured by this instrumbnt, (b) release any party who is 
liable under the note or for the debt from liability to the Government, (c) release portions of  the property and subordinate 
its lien, and (d) waive any other of its rights under this instrument. Any and all this can and will be done without affecting 
the lien or the priority of this instrument or Borrower’s or any other party’s liability to the Government for payment of the 
note or debt secured by this instrument unless the Government says otherwise in writing. HOWEVER, any forbearance by 
the Cfiverment-whether once or often-in exercising any right or remedy under this instrument, or otherwise afforded 
by applicable law, shall not be a waiver of or preclude the exercise of any such right or remedy. 

(1 5) If at any time it shall appear to the Government that Borrower may be able to obtain a loan from a production 
credit aswciation, a Federal land bank, or‘ other responsible cooperative or private credit source, at reasonable rates and 
te rns  for loans for similar purposes and periods of  time, Borrower will, upon the Government’s request, apply for and accept 
such loan in sufficient amount to pay the note and any indebtedness secured hereby and to pay for any stock necessary 
to be purchased in a cooperative lending agency in connection with such loan. 

(16) Default hereunder shall constitute default under any other real estate, or under any personal property,or other 
security instrument held or insured by the Government and executed or assumed by Borrower, and dehult under any such 
other security instrument shall constitute default hereunder. 

(17) SHOULD DEFAULT occur in the performance or discharge of any obligation in this instrument or secured by 
this instrument, or thould any one of the parties named as Borrower die or  be declared an incompetent, a bankrupt, o r a n  
insolvent, or make an assignment for the benefit of creditors, the Government, at its option, with or without notice, may: 
(a) declare the entire amount unpaid under the note and any indebtedness to the Government hereby secured immediately 
due and payabie, (b) for the account of Borrower incur and pay reasonable expenses for repair or maintenance of  and take 
possession of, operate or  rent the property, (c) upon application by it and production of this instrument, without other 
evidence and without notice of hearing of said application, have a receiver appointed for the property, with the usual powers 
of receivers in  like cases, (d) foreclose this instrunlent as provided herein or  by law, and (e) enforce any and all other rights 
and remedies provided herein or by present or future law. 

(18) The proceeds of foreclosure sale shall be applied in the following order to the payment of: (a) costs and expenses 
incident to  enforcing or complying with the provisions hereof, (b) any prior liens required by law or a competent court to 
be so paid, (c) the debt evidenced by !he note and all indebtedness to the Government secured hereby, (d) inferior liens of 
record required by law or a competent court to  be so paid. (e) at the Government’s option,any other indebtedness of Bor- 
tower owing to or insured by the Government, and (0 any balance to Borrower. At foreclosure or other sale of all or any 
part of the property, the Government and its agents may bid and purchase as a stranger and may pay the Government’s 
share of the purchase price by crediting such amount on any debts of  Borrower owing to or insured by the Government, 
in the order prescribed above. 

(19) Borrower agrees that the Government will not be bound by any present or future State laws, (a) providing for 
valuation, appraisal, homestead or exemption of the property, (b) prohibiting maintenance of an action for a deficiency 
judgment or limiting the amount thereof or the time within which such action may be brought, (c) prescribing any other 
statute of limitations, (d) allowing any right of  redemption or possession following any foreclosure sale, or (e) limiting the 
conditions which the Governnient may by  regulation impose, including the interest rate it may charge, as a condition of  
approving a transfer of the property to a new Borrower. Borrower expressly waives the benefit of any such State law. h r -  
rower hereby relinquishes, waives, and conveys all rights, inchoate or consummate, of descent, dower, and curtesy. 

(20) If any part of the loan for wluch this instrument is given shall be used to finance the pyrchase, construction or 
repair of property to be used as an owner-occuped dwelling (herein caUed “the dwelling”) and if Borrower intends to sell 
or rent the dwelling and has obtained the Government’s consent to do so (a) neither Borrower nor anyone authorized to act 
for Borrower will, after receipt of a bona fide offer, reruse to negotiate for the saie or rental of the dwelling or will otherwise 
make unavailable or deny the dwelling to anyone b6cause of race, color, religion, sex or national origin, and (b) Borrower 
recognizes as iUegal and hereby disclaims, and will not. comply with or attempt to enforce any restrictive covenants on  the 
dwelling relating to race, color, religioa, sex or national origin. 

(21) This instrument shall be subject to the present regdationsof the Farmers Home Administration, and to its fuuture 
regulations not inconsistent with the express provisions hereof. 

(22) Notices given hereunder shall be sent by certifizd mail, unless otherwise required by law, addressed, unless and 
until some other address is designated in a notice so given, in the case o f  the Government to Farmers Home Administration 
at 333 WalIer Avenue, Lexington, Kentucky 40504, and in the case of Borrower at the address shown in the Farmers Home 
Administration Finance Office records (which normally will be the same as the post office address shown above). 

’ 
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(23) If any provision of this instrument or application thereof to  any person 01 circumstances is held mvalid, such 

invaljdjty will not affect other provisions or applications of the instrument which can be given effect without the invalid 
provision or application, and to  that end the provisions hereof are declared to  be severable. 

Given under the hand(s) and seal(s) of Borrower this 
98 (-5 ii 

,19-. 3 
(SEAL) 

(SEAL) 

STATE OF KENTUCKY 

COUNTY OF B u t l e r  

Before me, R i c h a r d  .T -  T)eyP , a Notary Public in and for 

B u t l e r  Roland Stephens,  P r e s i d e n t  and the County of  personally appeared 

Garry Robbins, S e c r e t a r y l T r e a s u r e r  foran9nd on beha l f  of t h e  B u t l e r  County Wat%jS$jyetern I 

-=e.- 
7 th who acknowledged that they executed the foregoing instrument o n  the 

98 19 -, as their free act and deed. J u l y  day of 

WITNESS my hand and official seal this 7 r h  119?". 

A 
\ (SEAL) NGmy Public 

My commission expires: 

PREPAR ER'S STATEMENT 
The form of this instrument was drafted by the Office of the General Counsel of the United States Department of 

Agriculture, and the material in the blank spaces in the form was inserted by or under the direction of 

Richard J. Deye, A t to rney  
(name) ' 

RECORDER'S CERTIFICATE 
STATE OF KENTUCKY 

COUNTY OF 
/ ss: 

1, R. Dallas Embrv Clerk of the County Court for the County aforesaid, do certify 

chat the foregoing mortgage was on the 7 t h  day of  .Julv , 19 98, lodged for record 

at&o'cIodc P M . ,  whereupon the same, with the foregoing and this certifiate,have been duly recorded in my office. 

Given under my hand this 7 th  day of July , I9 98. 

County Court 

, D.C. 

R ' hu I /~ .q  f i & f d  

US GOVIRNMLYT ?RI)(TUIG Off lc f  129016 
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REAL ESTATE MORTGAGE FOR KENTUCKY 

m CrXFlTy wm SYm, IK. 
TffIS MORTGAGE is made and entered into by - -- 

residing in Butler --- -County, Kentucky, whose post office 

42102-1118 , Kentucky-. P. 0. Box 1118, Bowling Green 
addressis ___ 
herein called “Borrower,” and: 

WHEREAS Borrower is indebted to the United States of America, acting through the Farmers Home Administration, 
Uriited Slates Department of Agriculture, herein called the “Government,” as evidenced by one or more promissory note(s) 
or assumption agreement(s) or any shared appreciation or recapture agreement, herein called “note,” which has 
been executed by Borrower, is payable to the order of the Government, authorizes acceleration of the entire indebtedness at 
the opt ion  of the Government upon any default by Borrower, and is described as follows: 

Date ofhwtrunrent Principal Amount 
Anvtriaf Rate 
of In teres t 

I 

Due Date of F ind  
Installment - 

%e attached EXHIBIT A. 

- 
W 
-3 

(The interest rate for limited resource farm ownership or limited resource operating loan(s) securedhy thiS3strument 

And the note evidences a loan to Borrower, and the Government, a t  any time, may assign the- no? anQjdlsure the 
payinent thereof pursuant to the Consolidated Farm and Kural Development Act, Title V of the Housibdk$ of k9i19 or any 
other s ta tute  administered by the Farmers Home Adminstration. 

And it is the purpose and intention of this instrument that, among other things, at all times w h { d g n o t  
the Government. or in the event the Government should assign this instrument without insurance of the not$this%zge% 
shall secure payment of the note; but when the note is held by an insured holder this instrument shall not serJLre cent of 
the note or attach to the debt evidenced thereby. but as to the note and such debt shall constitute an indemdty mortgage to 
secure the Government against loss under its insurance contract by reason of any default by Borrower. 

And this instrument also secures the recapture of any interest credit or subsidy which may be granted to the Borrower 
by the Governnient pursuant to 42 U.S.C. U490a .  or any amounts due under any Shared Appreciation AgreernedRecap- 
ture Agreement entered into pursuant to 7 U.S.C. 2001. 

N O W ,  THEREFORE, in consideration of the loan(s) and (a) at all times when the note is held by the Government, or 
in the event the Government should assign this instrument without insurance of the payment of the note, t o  secure prompt 
payment of the note and any renewals and extensions thereof and any agreements contained therein, including any provision 
fur t h e  payment of an insurance or other charge, (b) a t  all times when the note is held by an insured holder, to secure per- 
for inilnce of Borrower’s agreement herein to indemnify and save harmless the Government against loss under its insurance 
controct by reason of any default by Borrower, and (c) in any event and at all times to  secure the prompt payment of all 
advances and expenditures niade by the Government, with interest, as hereinafter described, and the performance of every 
covenant and agreeinent of Borrower contained herein or in any supplementary agreement, Borrower does hereby sell, con- 
vey. a n d  assign, with general warranty, unto the Government the following property situated in the State of Kentucky, 

i -  may b e  increased as provided in the Farmers Home Administration regulations and the note.) -3 0 

yo 
r\l, 

&rtler and khlenberg 
County(ies) of 1_1- 

For a full description of the properties being mrtgaged herein with ccyrpfete source OF title, see 
J3HIBIT B attached her& and made a part a? this Mortgage. 

FmHA 427-1 KY (Rev. 6-91) 
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being the s m e  (or part of the same) land conveyed" 
together with all rights (including the rights to mining products, gravel, oil, gas, coal or other minerals), interests, easements, 
hereditaments and appurtenances thereunto belonging, the rents, issues and profits thereof and revenues and income there- 
froni, all improvenients and personal property now or later attached thereto or reasonably necessary to the use thereof, 
including, but not limited to, ranges, refrigerators, clothes washers clothes dryers, or carpeting purchased ot financed in 
whole or in part with loan funds, all water, water rights, and water stock pertaining thereto, and all payments at any time 
owing to Borrower by virtue of any sale, lease, transfer, conveyance, or condemnation of any part thereof or interest there- 
in-all of which are herein called "the property"; All rents, profits and income from the property covered by this mortgagee 
are hereby assigned to the rnortagee for the purpose of  discharging the debt hereby secured. Permission is hereby given t o  the 
mortgagor, so long as no default exist hereunder, to collect such rents, profits and income for use in accordance with Farmers 
Home Administration regulations. 

TO HAVE AND TO H0L.D the property unto the Government and its assigns forever in fee simple. 
BORROWER for Borrower's self, Borrower's heirs, executors, administrators, S U C C ~ S S O ~ S  and assigns WARRANTS THE 

TITLE to the property to  the Government against all lawful claims and demands whatsoever except any liens, encumbrances, 
easements, reservations, or conveyances specified hereinabove, and COVENANTS AND AGREES as follows: 

To pay promptly when due any indebtedness ta the Government hereby secured and to indemnify and save harm- 
less the Government against any loss under its insurance of payment of the note by reason of any default by Borrower. At 
all times when the note is held by an insured holder, Borrower shall continue to make payments on the note to the Govern- 
ment, as collection agent for the holder. 

To pay to the Government such fees and other charges as may now or hereafter be required by regulations of 
the Farmers Home Administration. 

If required by the Government, to make additional monthly payments of 1/12 of the estimated annual taxes, 
assessments, insurance premiums and other charges upon the mortgaged premises. 

Whether or not the note is insured by the Government, the Government may at any time pay any other amounts 
required herein to be paid by Borrower and not paid by Borrower when due, as well as any costs and expenses for the pre- 
servation, protection, or enforcement of this lien, as advances for the account of Borrower, All such advances shall bear 
interest at the rate borne by the note which has the highest interest rare. 

All advances by the Government as described in this instrument, with interest, shall be immediately due and pay- 
able by Borrower to the, Government without demand at the place designated in the latest nate and shall be secured hereby. 
No such advance by the Government. shall relieve Borrower from breach of Borrower's covenant to pay. Any payment made 
by Borrower may be applied on the note or any indebtedness to the Government secured hereby, in any order the Govern- 
ment determines. 

(1) 

(2) 

( 3 )  

(4) 

(5) 

(6) 
(7) 

To use the loan evidenced by the note solely for purposes authorized by the Government. 
To pay when due all taxes, liens, judgments encumbrances, and assessments lawfully attaching to or assessed 

against the property, including all charges and assessments in connection with water, water rights and water stock pertaining 
to or reasonably necessary to the use of the real property described above, and promptly deliver to the Government without 
dqnand receipts evidencing such payments. 

To keep the property insured as required by and under insurance policies approved by the Government and, at its 
request, to deliver such policies to the Government. 

To maintain improvements in good repair and make repairs required by the Government; operate the property in 
a good and husbandmanlike manner; comply with such farm conservation practices and farm and home management plans 
as the Government from time to time may prescribe, and not to abandon the property, or cause or permit waste, lessening or 
impairment of the security covered hereby, or without the written consent of the Government, cut, remove, or lease any 
timber, gravel, oil, gas, coal, or other minerals except as may be necessary for ordinary domestic purposes. 

(8) 

(9) 

(10) To comply with all laws, ordinances, and regulations affecting the property. 



(1 1) To pax or reimburse the Government for expenses reasonably necessary or incidental t o  the protection of the 
lien and priority ereof and to the enforcement of or the compliance with the provisions hereof and of the note and any 
supplementary agreement (whether before or after default), including but not limited to costs of evidence of title to and 
survey of  the pro er ty ,  costs of recording this and other instruments attorneys’ fees, trustees’ fees, court costs, and expenses 
of advertising, selfing, and conve ing the property. Upon termination of this mort age, after payment in full, the mortgagee 
at the mortgagor’s expense, shag execute and file or record such instruments of release, satisfaction and termination in‘ 
proper form pursuant to  the requirements contained in KRS 382.365, 

(12) Except as otherwise provided by the Farmers Home Administration regulations, neither the property nor any 
portion thereof or interest therein shall be leased, assigned, sold transferred, or encumbered voluntarily or otherwise, without 
the written consent of the Government. The Government shall have the sole and exclusive riuhts as mortgagee hereunder, 
including but not limited to the power to grant consents, partial releases, subordinations, an$ satisfaction, and no insured 
holder shall have any right, title or interest in or to the lien or any benefits hereof. 

(13) At all reasonable times the Government and its agents may inspect the pro erty to ascertain whether the cov- 

(14) The Government may (a adjust the interest rate, payment, terms or balance due on the loan, (b) increase the 

and renew and reschedule the payments on, the debt evidenced by the note or any indebtedness to the Government secured 
by this instrument, ( d )  release any party who is liable under the note or for the debt from liability to the Government. 
(e) release portions of the pro erty and subordinate its lien and (f) waive any other of its rights under this instrument. Any 
and all this can and will be jone without affecting the lien or the priority of this instrument or Borrower’s or any other 
party’s liabjlity to the Government for payment of the note or debt secured by this instrument unless the Government says 
otherwise in writing. HOWEVER, any forbearance b the Government-whether once or o f t e n 4  exercisin any right or 

any such right or remedy. 
(15) If at any time it shall appear to the Government that Borrower may be able to obtain a loan from a production 

credit association, a Federal land bank, or other responsible cooperative or private credit source, at reasonable rates and 
terms for loans for similar purposes and periods of time, Borrower will, upon the Government’s request, apply for and accept 
such loan in sufficient amount to ay the note and any indebtedness secured hereby and to pay for any stock necessary 
to  be purchased in a cooperative lenling agency in connection with such loan. 

( 1 6 )  Default hereunder shall constitute default under any other real estate, or under any personal property, or other 
security instrument held or insured by the Government and executed or assumed by Borrower, and default under any such 
other security instrument shall constitute default hereunder. 

(17) SHOULD DEFAULT occur in the performance or discharge of any obligation in this instrument or secured by 
this instrument, or should any one of the parties named as Borrower die or be declared an incompetent, or should any one of 
the parties named as Borrower be discharged in bankruptcy or declared an insolvent, or make an assignment for the benefit of 
creditors, the Government, a t  its option, with or without notice, may: (a) declare the entire amount unpaid under the note 
and any indebtedness t o  the Government hereby secured immediate1 due and payable, (b) for the account of Borrower incur 
and pay reasonable expenses for re air or maintenance of and t d e  possession of, operate or rent the property, (c) upon 
application by it and production of tiis instrument, without other evidence and without notice of hearing of said application 
have a receiver appointed for the property, with the usual powers of receivers in like cases, (d) foreclose this instrument ad 
provided herein or by law, and (e) enforce any and all other rights and remedies provided herein or by present or future law. 

(18) The proceeds of foreclosure sale shall be applied in the following order to  the payment of: (a} costs and expenses 
incident to enforcin or complying with the provisions hereof, (b) any prior liens required by law or a competent court to 
be so paid, (c) the febt evidenced by the note and all indebtedness to  the Government secured hereby, (d) inferior liens of 
record required by law or a competent court to be so paid, (e) at the Government’s option, any other indebtedness of Bor- 
rower owing to  or insured by the Government, and (f) any balance to Borrower. At foreclosure or other sale of all or any 
part of the property, the Government and its agents may bid and purchase as a stranger and may pay the Government’s 
share of the purchase price by crediting such amount on any debts of Borrower owing to  or insured by the Government, 
in t h e  order prescribed above. 

(19) Borrower agrees that the Government will not be bound by any present or Future State laws, (a) providing for 
valuation, appraisal, homestead or exem tion of the pro erty, (b prohibiting maintenance of an action for a deficiency 
judgment or limiting the amount thereof or the time wigin w h ~ L  such action may be brought, (c) rescribin any other 
statute of limitations, d) allowing any right of redemption or possession following any foreclosure safe, or (e) hniting the 

approving a transfer of the property to a new Borrower. ioron.ower expressly waives the benefit of any such State law. Bor- 
rower hereby relinquishes, waives, and conveys all rights, inchoate or consummate, of descent, dower, and curtesy. 

(20) If any par t  of the loan for which this instrument is given shall be used to finance the purchase, construction or 
repair of property to be used as an owner-occuped dwelling (herein called “the dwelling”) and if Borrower intends to sell 
or rent the dwelling and has obtained the Government’s consent to do so (a) neither Borrower nor anyone authorized to act 
for Borrower will, after receipt of a bona fide offer, refuse to negotiate for the sale or rental of the dwelling or will otherwise 
make unavailable or deny the dwelling to an one because of race, color, religion, sex, handicap, familial statue, age or na- 

restrictive covenants on the dwelling relating to race, color, religion, sex, handicap, familial statue, age or national origin. 
Borrower further a fees that the Ioan(s) secured by this instrument will be in default should any loan proceeds 

be used ? or a purpose that wiIf contribute to excessive erosion of highly erodible land or to the conversion of wetlands to 
produce an agricultural comniodity, as further explained in 7 CFR Part 1940, Subpart G, Exhibit M. 

(22) This instrument shall be subject to the present re ulations of the Farmers Home Administration, and :(I its fGture 
regulations not inconsistent with the express provisions hereof. 

(23) Notices iven hereunder shall be sent by certified mail, unless otherwise required by law, addressed, unless and 
until sonie other adfress is designated in a notice so given in the case of the Government to Farmers Home Administration 
at 333 Waller Avenue, Lexington, Kentucky 40504, and in the case of Borrower at the address shown in the Farmers Home 
Administration Finance Office records (which normally will be the same as the post office address shown above). 

(24) If any provision of this instrument or application thereof to any person or circumstances is held invalid, such 
invalidity will not affect other rovisions or applications of the instrument which can he given effect without the invalid 
provision or application. and to t!at end the provisions hereof are declared to be severable. 

enants and agreements contained herein or in any supplementary agreement are being per ip ormed 

mortgage by an amount  equal to de 2 erred interest on the outstanding principal balance, (c) extend or defer the maturity of, 

remedy under this instrument, or otherwise afforded gy  applicable law, shall not be a waiver of or preclude t a e exercise of 

conditions which the h overnment may by regulation im ose, including the interest rate it may charge, as a condition of 

tional origin, and (b) Borrower recognizes as i i( legal and hereby disclaims, and will not comply with or attempt to enlorce any 

(21 



STATE OF KENTUCKY 

Before me, 

WITNESS m y  hand and official sed this 

My commission expires: 

1 L'... , :- , I. ; '. .. 
1. 

. .. . . .- . . . L .-. _...--I^c__i. - -.-r - .. +?".. . ,--, ..-r-.- 

,, ., t: -; 
: .i 
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EXHIBIT A 

DATE OF PFUNCIPAL ANNUAL RATE DUE DATE OF 
INSTRUMENT AMOUNT OF INTEREST FINAL 

INSTALLB'jENT -- - 
December 18,2007 

40,013.47 5% December 18,ZO 16 

197,2 13,53 4.5% December 18,2034 

-. $154,253.98 3.75% 
---.- 

December 18, 1997 

December 18, 1997 

December 18, 1997 
--- -- 

I-p--- 
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REAL ESTATE MORTGAGE FOR KENTlJCKY 

THIS MORTGAGE is made and entered into by Butler County Water System Inc is 

a Corporation orqanized and existinu under of K m n t . , i c k v .  hv 

- and through Roland Stephens, President, and Garry Robbins, S e c - T r e k  

residing in County, Kentucky, whose post office 

address is P .  0. Box 11 18 Bowlinq Green 
herein called “Borrower,” and: 

WHEREAS Borrower is indebted to the ffnited States of America, acting through the Farmers Home Administration, 
[Jnited States Department of Agriculture, herein called the ‘Government,” as evidenced by one or more promissory note(s) 
or assumption agreement(s) or any shared appreciation or recapture agreement, herein called “note ” which has 
been executed by Borrower, is payable to the order of the Government, authorizes acceleration of the entire‘Gebtedness at 
the option of the Government upon any default by Borrower, and is described as follows: 

- 

, Kentuckfi2 1 0 2 -  1 1 , 1 8  

. -  . -  

AnnualRate . Due Dare OfFhzI  
of Interest Installment Principal Amount ”-- Dute of Instrument 

August8 I 1996 $ 9 5 0 1 0 0 0 . 0 0  4.50% AuSost 8 ,  2036 
-~ 

For additional notes see attached Exhibit “A” 

(The interest rate for limited resource farm ownership or limited resource operating loan(s) secured by this Pitrument 

And the note evidences a loan to Borrower, and the Government, at any time, may assign the note anddsure the 
payment thereof pursuant to  the Consolidated Farm and Rural Development Act, Title V of the Housing Act of 1 8 9  or any 
other statute administered by the Farmers Home Adminstratlon. 

And it is the purpose and intention of this instrument that, among other things, at all times when the n o t e s  held by 
the Government, or in the event the Government should assign this instrument without insurance of the note. this instrument 
shall secure payment of the note; but when the note is held by an insured holder this instrument shall not gecure EByment of 
the note or attach to the debt evidenced thereby. but as to the note and such debt shall constitute an indem:nity ESrtgage to 
secure the Government against loss under its insurance contract by reason of any default by Borrower. 

And this instrument also secures the recapture of any interest credit or subsidy which may be grantedto &?Borrower 
by the Government pursuant to 42 U.S.C. g 4 9 0 a ,  or any amounts due under any Shared Appreciation AgreernCnt/Recap- 

NOW. THEREFORE. in consideration o f  the loan(s) and (a) at all times when the note is held by the Government, or 
in the event the Government should assign this instrunient without insurance of the payment of the note, to secure prompt 
payment of the note and any renewals and extensions thereof and any agreements contained therein, including any provision 
fur the paynient of an insurance or other charge, (b) at all times when the note is held by an insured holder, to secure per- 
ioriiiance of Borrower‘s agreement herein to indemnify and save harmless the Government against loss under its insurance 
contract by reason of any default by Borrower, and (c) in any event and at  all times to secure the prompt payment of all 
advances and expenditures made by the Government, with interest, as hereinafter described, and the performance of every 
covenant and agreement of Borrower contained herein or in any supplementary agreement, Borrower does hereby sell, con- 
vey, and assign, with general warranty, unto the Government the following property situated in the State of Kentucky, 

Cuunty(ies1 of Butler 

may be increased as provided in the Farmers Home Administration regulations and the note.) cn 

2; t - ~  

ture Agreement entered into pursuant to 7 U.S.C. 2001. W 

- .  
\ For a full description of %e properties being mortgaged herein 

with complete source of title, see Exhibit B attached hereto and 
made a part of this Mortgage. 

FmHA 427-1 KY (Rev. 6-91) 



being the w n e  (or part of the same) land conveyed* 
together with all rights (including the rights to mining products, gravel, oil, gas, coal or other minerals), interests, easements, 
hereditaments and appurtenances thereunto belonging, the rents, issues and profits thereof and revenues and income there- 
from, all improvements and personal property now or later attached thereto or reasonably necessary to the use thereof, 
including. but not limited to, ranges, refrigerators, clothes washers clothes dryers, or carpeting purchased or financed in 
whole or i n  part with loan funds, all water, water rights, and water stock pertaining thereto, and all payments at any time 
owing to Borrower by virtue of any sale, lease, transfer, conveyance, or condemnation of any part thereof or interest there- 
in-all of which are herein called “the property”; All rents, profits and income from the property covered by this mortgagee 
are hcreby assigned to the mortagee for the purpose of discharging the debt hereby secured Permission is hereby given to the 
mortgagor, so long as no default exist hereunder, to collect such rents, profits and income for use in accordance with Farmers 
Home Administration regulations. 

TO HAVE AND TO HOLD the property unto the Government and its assigns forever in fee simple 
BORROWER for Borrower’s self, Borrower’s heirs, executors, administrators, successors and assigns WARRANTS THE 

TITLE to the property to the Government against all lawful claims and demands whatsoever except any liens, encumbrances, 
easements, reservations, or conveyances specified hereinabove, and COVENANTS AND AGREES as follows: 

To pay promptly when due any indebtedness to the Governmen! hereby secured and to indemnify and save harm- 
less the Government against any loss under its insurance of payment of the note by reason of any default by Borrower. At 
all times when the note is held by an insured holder, Borrower shall continue to make payments on the note to the Govern. 
ment, as collection agent for the holder. 

To pay t o  the Government such fees and other charges as may now or hereafter be required by regulations of 
the Farmers Home Administration 

If required by the Government, to  make additional monthly payments of 1/12 of the estimated annual taxes, 
assessments, insurance premiums and other charges upon the mortgaged premises. 

Whether or not the note is insured by the Government, the Government may at  any time pay any other amounts 
required herein to be paid by Borrower and not paid by Borrower when due, as well as any costs and expenses for the pre. 
servation, protection, or enforcement of this lien, as advances for the account of Borrower. All such advances shall bear 
interest at the rate borne by the note which has the highest interest rate. 

All advances by the Government as described in this instrument, with interest, shall be immediately due and pay  
able by Borrower to the Government without demand at the place designated in the latest note and shall be secured hereby 
No such advance by the Government shall relieve Borrower from breach of Borrower’s covenant to pay. Any payment made 
by Borrower may be applied on the note or any indebtedness to the Government secured hereby, in any order the Govern- 
ment determines 

(6) 
(7) 

( I )  

(2) 

(3) 

(4) 

(5) 

To use the loan evidenced by the note solely for purposes authorized by the Government. 
To pay when due all taxes, liens, judgments encumbrances, and assessments lawfully attaching to or assessed 

against the property, including all charges and assessments in connection with water, water rights and water stock pertaining 
to or reasonably necessary to the use of the real property described above, and promptly deliver to the Government without 
demand receipts evidencing such payments. 

To keep the property insured as required by and under insurance policies approved by the Government and, a t  its 
request, to deliver such policies to the Government. 

To maintain improvements in good repair and make repairs required by the Government; operate the property in 
a good and husbandmanlike manner; comply with such farm conservation practices and farm and home management plans. 
as the Government from time to time may prescribe, and not to abandon the property, or causeor permit waste, lessening or 
impairment of the security covered hereby, or without the wqtten consent of the Government, cut, remove, or lease any 
timber, gravel, oil, gas, coal, or other minerals except’as may be necessary for ordinary domestic purposes. 

(8) 

(9) 

(10) To comply with all laws, ordinances, and regulations affecting the property. 

_.. - 



< .. 

r” . e--. 

(11) To pa or reimburse the Government for expenses reasonably necessary or incidental to the protection of the 
lien and priority gereof and to the enforcement of or the compliance with the provisions hereof and of the note and any 
supplementary agreement (whether before or after default), including but not limited to costs of evidence of title to and 
survey of the pro erty, costs of recording this and other instruments attorneys’ fees, trustees’ fees, court costs, and expenses 
of advertising, selfmg, and conve ing the property. Upon termination of this mort age, after payment in full the mortgagee, 
at the mortgagor’s expense, shai execute and file or record such instruments of release, satisfaction and’ termination in 
proper form pursuant to the requirements contained in KRS 382.365. . .  

(12) Except as  otherwise provided by the Farmers Home Administration regulations, neither the property nor any 
portion thereof or interest therein shall be leased, assigned, sold transferred, or encumbered voluntarily or otherwise, without 
%e written consent of the Government. The Government shall have the sole and exclusive ri ts as mortgagee hereunder, 
including but not limited to  the power to  grant consents, partial releases, subordinations, angatisatisfaction, and no insured 
holder shall have any right, title or interest in or to the lien or any benefits hereof. 

(13) At all reasonable times the Government and its agents may inspect the pro erty to ascertain whether the cov- 
enants and agreements contained herein or in any supplementary agreement are being perirmed. 

(14) The Government may (a adust the interest rate, payment, terms or balance due on the loan, (b) increase the 
mortgage by an amount equal to defkred interelt on the outstandin.? principal balance, (c) extend or defer the maturity of, 
and renew and reschedule the payments on, the debt evidenced by &e note or any indebtedness to the Government secured 
by this instrument, (d) release any party who is liable under the note or for the debt from liability to the Government, 
(e) release portions of the pro erty and subordinate its lien and 9 waive any other of its rights under this instrument Any 
and all this can and wil l  be !one without affecting the lien or L e  priority of this instrument or Borrower’s or any other 
party’s liability t o  the Government for ayment of the note or debt secured by this instrument unless the Government says 
otherwise in writing. HOWEVER any forbearance b the Government-whether once or often-in exercisin any right or 
remedy under this mstrument, or’otherwise afforded gy applicable law, shall not be a waiver of or preclude t i e  exercise of 
any such right or remedy. 

(15) If at any time it shall a pear to the Government that Borrower may be able to obtain a loan from a production 
credit association, a Federal land tank, or other responsible cooperative or private credit source, at reasonable rates and 
terms for loans for similar purposes and periods of time, Borrower will. upon the Government’s request, apply for and accept 
such loan in sufficient amount to ay the note and any indebtedness secured hereby and to pay for any stock necessary 
to be purchased in a cooperative lenling agency in connection with such loan 

(16) Default hereunder shall constitute default under any other real estate, or under any personal property, or other 
security instrument held or insured by the Government and executed or assumed by Borrower, and default under any such 
other security instrument shall constitute defaulf hereunder. 

(17) SHOULD DEFAULT occur in the performance or discharge of an obligation in this instrument or secured by 
this instrument, or should any one of the parties named as Borrower die 0: be ieclared an lncompetent, or should any one of 
the parties named as Borrower be discharged in bankruptcy or declared an Insolvent, or make an assignment for the benefit of 
creditors, the Government, a t  its option, with or without notice, may: (a) declare the entire amount unpaid under the note 
and any indebtedness to the Government hereby secured immediate1 due and,payable, (b) for the account of Borrower incur 
and pay reasonable expenses for re alr or maintenance of  and t d e  possession of, operate or rent the property, (c) upon 
application by it and production of t h s  instrument, without other evidence and without notice of hearing of said application, 
have a receiver appointed for the property, with the usual powers of receivers in like cases, (d) foreclose this instrument as 
provided herein or by law, and (e) enforce any and all other rights and remedies provided herein or by present or future law. 

(18) The proceeds of foreclosure sale shall be applied in the following order to the payment of: (a) costs and expenses 
‘incident to enforcin or complying with the provisions hereof, @) any prior liens required by’law or a competent court to 
be so paid, (c) the febt evidenced by the note and all indabtedness to the Government secured hereby, (d) inferior liens of 
record required b y  law or a competent court to be so paid, (e) at the Government’s option, any other indebtedness of Bor- 
rower owing to or  insured by the Government, and (f) any balance to Borrower. At foreclosure or other sale of all or any 
part of the property, the Government and its agents may bid and purchase as a stranger and may ay the Government s 
share of the purchase price by crediting such amount on any debts of Borrower owing to or insure$ by the Government, 
in the order prescribed above. 

(19) Borrower agrees that the Government will not be bound by any present or future State laws, (a) providing for 
valuation, appraisal, homestead or exem tion of the  pro erty, (b prohibiting maintenance of an action for a deficiency 
judgment or limiting the amount thereof or the time wigin which such action may be brought, (c) rescribin any other 
statute of limitations, d) allowing any ri t of redempjion or possession follo.wing any foreclosure $are, or (e) hrniting the 
conditions which the kovernment may !$ reTlation irn ose, including the interest rate it may charge, as a condition of 
approving a transfer of the property to a new orrower. {orrower expressly waives the benefit of any such State law. Bor- 
rower hereby relinquishes, waives, and conveys all rights, inchoate or consummate, of descent, dower, and curtesy. 

(20) If any part of the loan for which this instrument is given shall be used to finance the urchase, construction or 
repair of property to be used as an owner.occuped dwelling (herein called “the dwelling”) and iPBorrower intends to sell 
or rent the dwelling and has obtained the Government’s consent to do so (a) neither Borrower nor anyone authorized to act 
for Borrower will after receipt of a bona fide offer, refuse to negotiate for the sale or rental of the dwelling or will otherwise 
make unavailable’or deny the dwelling to an one because of race color, religion, sex. handicap, familial statue a e or na- 
tional origin, and (b) Borrower recognizes as &gal and hereby disciaims, and will not comply with or attempt to  inforce any 
restrictive covenants on the dwelling relating to race, color, religion, sex, handicap, familial statue, age or national origin. 

Borrower further a rees that the loan(s) secured by this instrument will be in default should any loan proceeds 
be used )or a purpose that wif contribute to excessive erosion of high1 erodible land or to the conversion of wetlands to 
produce an agriculturalcornmodity, as further explained in 7 CFR Part l i40,  Subpart G, Exhibit M. 

(22 )  This instrument shall be subject to thepresent re lakions of the Farmers Home Administration, and to its future 
regulations not inconsistent with the express provisio& hereor  

(23) Notices iven hereunder shall be sent by certified mail, unless otherwise required by law, addressed, unless and 
unt i l  sonie other adfress is designated in a notice so given in the case of the Government to Farmers Home Administration 
a t  333 Waller Avenue, Lexington, Kentucky 40504, and ,in the case of Borrower at the address shown in the Farmers Home 
Administration Finance Office records (which normally w~ll be the same as the post office address shown above) 

(24) If any provision of this instrument or application thereof to any person or circumstances is held invalid, such 
invalidity will not affect other rovisions or applications of  the instrument which can be given effect without the invalid 
provision or application. and to taat end the provisions hereof are declared to be severable. 

(21 
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Given under the hand(s) and seal(s) of Borrower this ,19 96. 

(SEAL.) 

(SEAL) 

STATE OF KENTUCKY 

COUNTY OF ... 

, a Notary Public in and for Beforeme, RiChard J *  Dev e \~ 

thecounty of Butler personally appeared Roland Steuhens, President, 

a n d  G a r r ~  R o h h j n s .  ~ @ ~ r 4 a 4 C U  - a a a n x - ,  f n ~  and on bsihzW of th e,%#x?4'e, 
Butler County Water System, Inc. 
who acknowledged that they executed the foregoing instrument on the 

day of AusuSt 

8 kh 

, 19 96, as their free act and deed. 

WITNESS my hand and officid seal this - 
(SEAL) 
My commission expires: 

PREPARER'S STATEMENT 
n e  form of this instrument was drafted by the Office of the General Counsel of the United States Department of 

and the material in the blank spaces in the form was inserted by or under the direction of Agriculture, 

Richard J.  Deye, Attorney 

P.O. Box 340, Morgantown, KY 42261 A A 
(nume) ' 

- 
R 

(Signamre) 

RECORDER'S CERTIFICATE 
STATE OF KENTUCKY 

COUNTY OF Butler 
1 ss: 

I, Dallas Embrv ,Clerk of the County Court for the County aforesaid, do certify 

that the foregoing mortgage was on the 8th day of Aua_nst , 1 9 9 6 ,  lodged for record 

at - o'clock -M., whereupon the same. with the foregoing and this certificate, have been duly recorded in my office. 

Given under my hand this 



EXHIBIT A -- 

Date of 
Instrument Principal Amount 

\ 
March 13,  1973 $ 116,000.00 

May 16, 1974 117,400.00 

June 27, 1977 357,000.00 

August 16, 1977 191,400.00 

February 15, 1979 152,000.00 

August 18, 1987 369,000.00 

April 21, 1989 940,000.00 

February 19, 1992 752,000.00 

February 10, 1994 1,998,000.00 

Annual Rate Due Date of Final 

5% Harch 13, 2013 

5% May 16, 2014 

5% June 27, 2017 

5% August 16, 2017 

5% February 15, 2019 

5% August 1 8 ,  2027 

5% April 21, 2029 

5% February 19, 2032 

5% February 10, 2034 

-. of Interest Inatsllment 

c 

\ 


