COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of: RECE'VED

APPLICATION OF BULLOCK PEN WATER ) NOV 2 6 2012
DISTRICT FOR APPROVAL TO ENTER INTO A ) '
LEASE AGREEMENT WITH THE BANK OF ) P %%IR'A%,SSES%'SE

KENTUCKY, INC. IN A PRINCIPAL AMOUNT )
NOT TO EXCEED $860,000.00 FOR THE PURPOSE ) CASE NO.2012-__
OF REFINANCING CERTAIN OUTSTANDING )
DEBT OBLIGATIONS BETWEEN THE KENTUCKY )
RURAL WATER FINANCE CORPORATION AND )
THE BULLOCK PEN WATER DISTRICT )

APPLICATION

The Applicant, Bullock Pen Water District (the “District”), by counsel, 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 District to enter into a certain Lease Agreement (the “Lease”) with The
Bank of Kentucky, Inc. (the “Bank of Kentucky”). Proceeds of the Lease will be used by the
District to refund and retire outstanding long term debt obligations due and owing to the
Kentucky Rural Water Finance Corporation (“KRWFC?”) by the District. The proposed refinance
will provide debt service savings to the District and resulting savings to its rate payers.

In support of this Application, the District states as follows:

1. The full name and post office address of the Applicant is the Bullock Pen Water
District, 1 Farrell Drive, P.O. Box 188, Crittenden, Kentucky 41030.

2. The governing body of the District is its Board of Commissioners, a body
corporate with the power to make contracts in the furtherance of its lawful and proper purposes

as provided for in KRS 74.010 et seq. The District is now, and has been since its formation,



regulated by the Commission, all records and proceedings of the Commission with reference to
the District are incorporated in this Application by reference.
3. This Application is made pursuant to the provisions of KRS 278.160; 807 KAR
5.001 and 807 KAR 5:011.
4. The District is a non-profit water district organized under the provisions of KRS
Chapter 74 and has no separate Articles of Incorporation.
5. Pursuant to 807 KAR 5:011, Section 3, the District states:
A. The District provides water service for approximately 6,750 customers
within its territory. The vast majority of these customers are residential in

nature with a limited number of commercial and industrial customers.

B. The territory serviced by the District includes Grant, Boone, Kenton,
Owen, Pendleton and Gallatin Counties.

C. No increase in the rates charged by the District will be necessary to
effectuate this refinance.

D. The District anticipates savings of approximately $130,000.00.

6. A description of the District’s water treatment and distribution system, including
its property, together with a statement of the original cost, is contained in the District’s
December 31, 2011 year end Annual Report which is on file with the Commission. The Annual
Report is incorporated herein by reference.

7. The District proposes to enter into the Lease with The Bank of Kentucky in an
amount not to exceed $860,000.00 for the purpose of refinancing outstanding obligations due
and owing KRWFC dated as follows:

A. 1978 Series Bonds in the original issue of $1,330,000.00 dated December
21, 1978 with an outstanding approximate balance of $400,000.00 as of

January 1, 2013. A copy of the relevant portions of the original Assistance
Agreement is attached hereto as Exhibit “1” (“1978 Series Bonds™).



B. Fhase V Surcharge Series 2001 C Loan dated Iviay 15, 2002 in the original
principal sum of $374,000.00 with an approximate balance of $281,000.00
as of January 1, 2013. A copy of the original Assistance Agreement is
attached hereto as Exhibit “2” (“Phase V Surcharge Series 2001 C Loan™).

O

Phase V District Series 2001 C Loan dated May 15, 2002 in the original
principal sum of $341,000.00 with a balance as of January 1, 2012 is
$254,000.00. A copy of the original Assistance Agreement is attached
hereto as Exhibit “2” (“Series 2001 C Loan™)

8. The refinancing of the KRWFC obligations will be refinanced through the Lease
which shall be payable over a period of 10 years and bearing interest at the rate of 2.8% per
annum. The current debt obligation to KRWFC on the 1978 Series Bonds bears interest at the
rate of 5.0% with a 6 year debt payment remaining on the initial obligation; the Phase V
Surcharge Series 2001 C Loan bears interest at the rate of 5.15% to 5.45%; and the Series 2001
C Loan bears interest at the rate of 5.15% to 5.45% with a 6 year remaining term on the initial
obligation.

9. The final principal amount of the Lease will be adjusted to match the final
principal amount of the KRWFC outstanding balance as of the actual refinance date less the
amount held in the debt service funds. It is anticipated by the District that the outstanding
principal balance owing on the combined KRWFC obligations will be $935,000.00 as of January
1, 2013 (see attached Exhibit “3”). A summary of the three (3) long terms debts and their
remaining payment schedules and the anticipated balances in the price issue debt service funds
is attached as Exhibit “3”.

10. A copy of the Lease Amortization Schedule is attached as Exhibit “4”.

11. A Resolution of the District authorizing the execution and delivery of the Lease is

attached hereto and identified as Exhibit “5”. A copy of the Lease is attached as Exhibit “6”.



12. The District has determined and represents that the Lease is in the public’s
interest and is intended to accomplish the purpose of strengthening the financial condition of the
District by producing debt service savings. This is a lawful objective within the public purposes
of the District’s utility operations. The Lease is necessary, appropriate for and consistent with the
proper performance by the District of its service to the public and will not impair its ability to
perform that service.

13.  The District represents that it will, as soon as is reasonably possible after the
closing of the Lease, file with the Commission a statement setting forth the date of issuance of
the Lease, the final payment amounts, all fees and expenses incurred in the refinancing and the
terms and interest rates of the Lease.

14.  The District requests that it be granted a deviation under 807 KAR 5:004
necessary to accommodate any situation where inflexible compliance with a regulation would be
impractical or which would hinder the District’s daily operations. The District states that there
has been no material change in the financial condition or operation of the District since its
December 31, 2011 year end financial audit. The financial data filed with this Application is the
most recent published audited financial data available.

15. Pursuant to 807 KAR 5:001, Section 11(1)(e), the District states as follows:

(a) Peck, Shaffer & Williams, LLP
Mr. Dirk Bedarff
50 East Rivercenter Blvd.
Covington, KY 41011
The District has hired the aforementioned firm and Mr. Dirk Bedarff for the
purpose of preparing the Lease Agreement; Resolution; and all related loan documents. Peck,

Shaffer & Williams, LLP was hired at the request of the lender, The Bank of Kentucky. The total

fee for Peck, Shaffer & Williams, LLP’s service is $7,500.00.



(b) Berger, Cox & Nienaber, P.S.C.
Thomas R. Nienaber
401 Madison Avenue
Covington, KY 41011
Mr. Nienaber is regular counsel for the District. His charges for additional work,
including obtaining PC Commission approval would be approximately $2,500.00.

16.  Calculations supporting the District’s determination of savings by refinancing the
subject long term debts are contained in Exhibit “3” as attached. The Total savings realized by
refinancing is approximately $130,000.00.

17.  The net present cash value of savings resulting from the refinancing is
$82,666.09. The calculations supporting that savings are contained are attached in Exhibit “3”.

18.  The balance and debt service reserve funds and the long term debt obligations to

be refinanced is contained in the attached Exhibit “3”.

BULLOCK PEN WATER DISTRICT

o Gl par

BOBBY RGESS, C

COMMONWEALTH OF KENTUCKY
COUNTY OF GRANT

SUBSCRIBED, SWORN TO AND ACKNOLWEDGED before me by the said Bobby
Burgess, Chairman, Bullock Pen Water District, this < ¢ day of November, 2012.

o

NotanLP}io_llc )

~My-Commission: 0/2 </ / /e
Notary ID: 446 70




BERGER, COX & NIENABER, P.5.C.

401 M/adi on Avenue
~-Covington, KY 41011
(859) 491-9088



EXHIBIT “1”



BOND RESOLUTION

BULLOCKX PEN WATER DISTRICT

WATERWORKS REVENUE BONDS OF 1978

IN THE AMOUNT OF

$1,330,000

i
EiY



ARTICLE 4,

OPERATION OF SYSTLIf; TI'LOW OF FUNDS; CURRINT BONDS

SURJECT TO PRIORITY OF PRIOR BONDS; HMONTHLY PAY-

MENTS OF PRINCIPAL AND INTERLEST SO LONG AS FmHA

HOLDS OR INSURES THE CURRENT BOHDS,

§£§E}Qﬂ,ﬁ2£. OPERATION OF SYSTEM TO CONTINUE AS HERETOFURE;

PROVISIONS OF PRIOR BOND RESOLUTION INCORPORATED
HEREIN; CRIATION OF VLW FUNDS.

All proceediongs preliminary to and in connection with the issuance
of the outstanding Prior Bonds of the District, including provisions made
for the receilpt, custody and application of the proceeds of said Bonds; for
the operation of the waterworks system on a revenue-producing basis; for the
segregation, allocation and custody of the revenues derived from the operation
of the systen; for the enforcement and payment of said Bonds; and all other
covenants for the benefit of bondholders set out in the Prior Bond Resolution,
are hereby ratified and confirmed and shall contivue in force and lnure to the
security and benefit of the Prior Bouds, and (subject to the priority of the
Prior Bonds) of the Current Bonds herein authorized, the same as if such
provisions and proceedings were repeated in full herein; provided, further,
that, after the issuance of the Curreant Bonds, the income and revenues of the
system shall be collected, segregated, accounted for apd distribuced as follows:

A separate and special fund or account of the District, distinct
and apart from all other funds and accounts, was heretofore created by the
Prior Bond Resolution, which fuud has been and is designated and identified
as the‘"Waterworks System Revenue Fund" (the "Revenue Fund'), in the custody
of the District Treasurer, which fund has been deposited with and shall
continue to be maintained and deposited with the Depositery Bank, so long as

any of the Prior Bonds, the Current Bonds, or any parity bonds are outstanding

The District covenants and agrees rhat ir will continue to deposit thereilan,
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promptly as received from time to time, all cash lucome and revenues of the
gystem, as game may be extended and improved from time to time. The moneys
in the Revenue Fund from time to time shall continue to be used, disbursed
and applied by the District only for the purpese and in the mauner and order

rs

of priorities specified in the Prior Bond Resolurtion, as hereinafter modified,
all as permitted by the applicable statutes, and im acecordance with previous

contractual commitments as follows:

A., Prior Sinking Fund.

A separate and speclal fund or account of the District was created
in Section 9A of the Prior Bond Resolution, entitled "Waterworks System Revenue
Bond and Interest Sinking Fund" (the "Prior Sinking Fund"), into which the
District covenanted to deposit on or before the 20th day of each month from
the Revenue Fund, as a first charge thereon, sums vot less than;

(1) A sum equal to one-sixth (1/6) of the next succeediug
interest installment to become due on all Prior Bonds then
outstanding, and

(2) A sum equal to one~twelfth (1/12) of the principal of
all of the Prior Bonds maturing on the next succeeding September 1,
plus

(3) The sum of $200.00 per month to be held in said Fund
and accumulated for a Debt Service Reserve, until such time as
the amount of such Reserva, after making provisilon for payilag
all Prior Bounds and coupons becoming due on and prior to the
next succeeding September 1, is equal to at least 6% of the Prior
Bonds authorized and delivered; and thereafrer, in like manner
and amount, such depositsg shall be resumed and continued whenever
and so long as may be necessary to accumulate and mainrtain such
Debt Service Reserve to an amount equal to ar least 6% of che
Prior Bonds authorized and delivered.

The District hereby covenante to continue making the deposits
specified in (1), (2) and (3) above iu said Depository Bank with reference
te the Prior Bonds until the balance in said Prior Sinking Fund is sufficlent

to pay the interest and principal next bezcoming due on all of the Prior Donds
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and until there has been accumulated and is belng maintained iu the Debt
Service Reserve in the amouut of $21,0060 (6% of the $351,000 of Pricr Bonds
which weve actually issucd).

Said Prior Sinking Fuand shall be used solely and only and has
been (in the Prior Bond Resolution) and is hereby pledged for cthe purpose
of paying the privcipal of and interest on the Prior Bonds.

Whenever the aforesald Debr Service Reserve has been accumulated
in the specified amount, the deposirs into the Prior Sionking Fuud may there-
afrer be reduced to sums not less than (1) a sum equal to 1/6 of the next
succeeding interest installment to become due on the Prior Bounds then out-
standing; and (2) a sum equal to 1/12 of the principal of the Prior Bonds
maruring on the next succeeding September 1,

If the District shall for any reason fail to make any required
monthly deposit, then an amount equal to the amount of the deficiency shall
be set apart and deposited into the Prior Sinking Fund out of the first avall-
able gross revenues in the ensuing month or months, which amount shall be
in addition ro the monthly deposit required above during such succeeding
month or months.

B. Current Sinking Fund,

At or after the time that the Current Bonds have been delivered,
there shall be transferred from the Construction Account an amount sufficient
(curreptly estimared at $75,000) to provide for capitalized inrerest durineg
the covstruction of the construction project, as approved by the Eongineers and
by the FuHA, 1f and to the axtent oot theretofore expended in payiung intZ}est
on interim financing and 1f and to the extent then needed to pay lnterest

during the remaining period of construction of the counstruction project. Such

amouut so transferred from the Construction Account shall be deposited in the
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Payor Bank in the "Bullock Pen water District Waterworks Bond and Interest
Sivking Fund of 1978" (the "Curreut Sinkinp Fund"), hereby created.
After thz transfers required in the preceding sub—paragraph
to ba made in zach month have haen paid from the Revenuve Fund, and after
the expiration of the mouth in which interest omn the Current Bonds is last
payable out of the sum set aside into the Current Sinking Fund as capitalized
interest, thare shall next be transferred iw each month from said Revenue Fuad
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 Bends, a sum
equal to the total of the following:
(1) An amount equal to one-sixth (or such larger amount as
is necessary) of the next succeeding six-month interest
installment to become due on the Current Bonds then
outstanding, plus
(2) Beginniong in-January, 1980, a sum equal to one-twelfth
(or such larger amount as is necessary) of the primncipal

of any Current Bonds maturing on the next succeeding
January 1.

After all of the transfers required to be made im Sub-Paragraph
A above and in the foregoing provisions of this paragraph B, have been made,
there shall next be transferred from the Revenue Fund to the Current Sinking
Fund, to be held as a reserve therein (the "Current Reserve Fund"), the
sum of $660 each month until there is accumulated in such Current Reserve Fund
the sum of $§79,200, after which vno further deposita need be made imto such
Fund except to replace withdrawals.

1f the District for any reason shall fail to make any monthly
deposits as required, then an amount equal to the defifciency shall be set
apart and deposited into the Current Sinking Fund and/or the Current Reserve
Fuad out of the first available revenues in the ensuing month or months,

which amount shall be in addition to the monthly deposit(s) bthefwise required
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during such succeeding month or wouths. Whenever there shall accumulate in

the Current Sinking Fund and/or in the Current Reserve Fund ambuntis in excass
of the requirements during the next twelve months for paying the principal

of and interest on outstanding Current Bonds as sane fa}l due,; and if at such
time the District is in compliance with 211 provisions of the Prior Bound
Regolution, such excess amount may be used for redemption of such Current Bonds
prior to maturity, as ser forth In Section 205 hereof,

On or before the first days of January aud/or July in each year,
the Payor Bank shall transfer from rhe Current Sinking Fund and from the
Current Reserve Fund (if necessary) a sum equal to the interest or a sum
equal to the principal and interest, as the case may be, becoming due on the
next following respective January 1 and/or July 1, and deposit the same in an
account hereby created and identified as the "Bullock Pen Water District 1978
Waterworks Bond and Interest Payment Account," and shall notify the alternate
payor hank, if any, that the same is held as a trust fupd to be drawn upon by
the paying agent(s) to pay maturing coupous, aund/or intereet installments, or
Bonds and coupouns, and/or principal and interest installments, as the case may
be, upoun presentation thereof on or after maturity and upon surrender of
maturing Bonds aund/or coupons.

The Payor Bank and the District Treasurer shall keep appropriate
records as to payment of primcipal and interest imstallments and as to paymant
of principal and interest om any Coupon Bonds., Provided, however, that so long
as the ouly Bond(s) outstanding 1s (are) Fully Registered Bond(s), the functions
contemplated by this paragraph shall be performed by the District Treasurer.

All funds in the Current Sipking Fund and in the Current Reserve
Fund shall be deposited in the Depogitory Bank, or such portion of said
amounts on deposit in sald respective Funds as is designated by the Cormission

shall be invested for the benefitr of such respective Funds in Certificates
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of Time Deposit, savings accounts, or U, S, Obllgations which may he counverted
readily inte cash, haviug a maturity date prior to the date when the gums
invested will be needed for meeting interest and/er primcipal payments, to

mature or be called, provided that to the extent that any amounts on deposit

(edo

n gaid Bank shall cause the total deposits of the District in said bank to
exceed the amouut insured by the FDIC, such excesg amount shall be contiu-
uously secured by a valid pledge of U, S. Obligations, having an equivalent
market value, in conformity with XRS 66.480. Investmeants in Certificartes
of Time Deposit may be made only if a separate FumHA Form 402-4 agreement 1s
executed, 1f the FuHA has purchased any of the Bonds. 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 respec-
tive Funds.

C. District To Make Principal And Interest Payments
On Current t Bonds On A Monthly Basis So Long As
FrHA Holds Or Insures ALl Curreot Bonds.

So léng as all of the Current Bondg are held or iunsured by the FmHA,
the District shall, if requested by the FmllA, make payments of amounts equal
to the total of the payments required by subsections (1) and (2) of the precedinog
Section B being the total of the monthly principal and interest requirements of
the Current Bonds, in monthly payments to the FmHA or to the imsured owner of
the Current Bonds, out of the Current Sinking Fund; provided further that at
the option of any other owner of all of the Current Bonds, such payments shall
similarly be made in monthly payments to such owuner,

D, Depreciation Fund.

A separate and special fund or account of said District was created
in Section 9B of said Prior Bond Resclution, which fund was designated "Water-
works System Deprecilation Fund"” (the "Depreciation Fund”), which fund is hereby

ratified, confirmed and ordered to be continued go long as any of the Prior
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Bonds, the Current Bounds and any parity bonds are outstanding. Said Prior Bond
Resolution required and it is hereby required (subject to the medifications set
out herein) that from the balance of the income and revenues of the system
remaining afrer the trausfers required 1un Subsections A and B above are made in
each month, there shall be set aside into said Depreciation Fuad the sum of
$75.00 per month for the purpose of accumulating and maintaining therein a
balance of at least $12,000, which sum may be expended in making good any
depreciation in the system and in making any additions or Improvements to the
system. It was further provided in the Prior Bond Resolution, that moneys at
any time in the Depreciation Fund shall be transferred to the Prior Sinking
Yund 1f and to the extent required in order to rpevent default in the paynent
of the principal of or interest on any Prior Bonds outstanding. It is hereby
ordered that all such Depreciatiou Fund provisions shall continue in effect
without reduction so long as any of the Prior Bonds and/or Current Bonds are
outstanding.

Tunds in the Depreclation Fund may be invested im U. S. Obligatioms,
as defined herein, as shall be determined by the Commission, and all such
investments, as well as the income therefrom, shall be carried to the credit
of the Depreciation Fund.

Tn addition to the monthly transfers and the maintepance of the
mioimum balance in said Depreciation Fund, the Prior Bond Resplutipn requires
that there be deposited in the Depreciation Fund the proceeds from the sale of
any equipment no longer usable or needed, fees or charges collected from
potential customers to ald in the financing of the cest of further extensions
and improvements, and the proceeds from any property damage insurance, aund
that such amounts so deposited be used oniy for the purposes for which such

Fund is established,
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Tt was provided 1n said Prior Bond Resolution, and is hereby again
reaf firmed, that after said balance of $12,000 shall have been accumulated
in the Depreciation Fund, the monthly deposits therein may be discontinusd, but
such deposits shall be resumad whenever authorized disbursements therefrom
ghall reduce the balance below §12,000 and shall be continued until such
balance is restored,

E. Operation and Maintenance Fund.

A separate and special fund or account of the District was created
in Section 9C of the Prior Bond Resolution, which Fund was designated as the
"Waterworks System Operation and Mainteunance Fund" (the "Operation and Main-
tenance Fund"). Said Prior Bond Resolution required that from cthe balance of
the income and revenues of the system remainiung after the transfers required in
Subsections A and D ahove are made in each month (herein adjusted to refer to
transfers required in Subsections A, B and D), there ghall be transferred into
sald Operation and Maintenance Fund such sumg as may he sufficient to meser the
reasonable and necessary current expenses of operating and maintaining the
system, pursuant to the "Annual Budget for Current Expenses". Said Operation
and Maintenance Fund shall be maintained so long as any of the Prior Bounds, the

Current Bonds and any additional parity bonds are outstaunding,
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ARTICLE 5.
COVENANTS OF DISTRICT TO BONDHOLDERS

So long as any of the Current Bonds are outstanding and unpaid
(and not provided for or defeased as permitted by Section 703 hereof), the
District covenants as follows:

SECTION 501, RATES AND CHARGES.

The rates and charges for all services and facilities rendered
by the system shall be reasonable and just, taking into account and consider-—
ation the cost and value of the gystem (including all extensions, additions
and improvements thereto), the cost of maintaining, repairing and operating
the same, and the anounts necessary for the payment of principal of and interest
on all bouds outstanding against the system, and there shall be charged such
rates and charges as shall be adequate to meet the requirements of this and
ARTICLE 4 hereof.

The District covenants that it will not reduce the rates and charges
for the services reudefad by the system without first filing with the Secretary
a certification of an Independent Consulting Engineer, as defined herein, that
the annual pet revenues (defined as gross revenues less current expenses) of
the then existing system for the fiscal year preceding the year in which such
reduction is proposed, as such anﬁual wet 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 1207 of
the a&erage annual debt service regquirements for primecipal and interest on all
of the then outstauding bonds payable from the revenues of the system, calcu-
lated in the manner specified 1n Sectlion 603 hereof.

SECTION 502, BOOKS AND ACCOUNTS,

If and to the extent not now fully required by the Prior Bond Reso-

lution, the District shall install and maintain proper records and accounts
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relating to the operation of the system and 1ts financial affailrs, and the
holders of any of the Prior Bonds or of the Current Bounds, or thelr authorized
represzntatives, shall have the right at all reasonable times to inspect the
facilities of the system and all records, accounts and data relating thereto.

An aonual audit on a fiscal year basis shall be made of the books and accounts
vertinent to the system by a Certified Public Accountant licensed im Kentucky.
No later than sixty days after the close of each fiscal year, coples of such
audit reports certified by such Accountant shall be promptly mailed to the
Government without request, so long as the Government 1s the holder of any

of the Current Bonds, and to any bondholder that may have made a written request
for same., Monthly operating reports shall be furnished to the FmllA and to any
bondholder requesting same, during the first two years of operation after
completion of the construction project, and whenever and so long as the District
is delinquent in any of the covenants set out herein. Quarterly operating
reports shall be furnished to such parties at all other times,

SECTION 503, SYSTEM TO CONTINUE TO BE OPERATED
ON FISCAL YEAR BASIS.

While any of the Prior Bonds, the Current Bonds and any parity
bcnds‘are outstanding and unpaid and to the extent not now prohibited by
law, the system shall continue to be operated and maintained on a fiscal year
basis commencing on September 1 of each year and ending on August 31 of the
succeeding year, which period shall also constitute the fiscal year and budget
year for the operation and maintenance of the system. HNot later than 60 days
after the beginning of each fiscal year, beginuning immediately after the
igsuance of the Current Bonds, the District and the Commission agree to cause
to be prepared a detalled statement of income and expenditures for the past
year, a current financlal statement and a "Proposed Annual Budget of Current

Expenses’ of the system for the then ensuing fiscal year, itemized on the basis
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of monthly requiremsznts. A copy of said "Propossd Annual Budget of Current
Expenses' shall be mailed to any bondholder who may request in writiag a copy
of such Budget, and to the Government vithout request if the Government is the
holder of any of tha Current Bonds.

Current expenses shall include all reasonable and necessary ex-
penses of oparating, repairiug, malntaining and insuring the system, but shall
exclude depreclation, payments into the Sinking Fund, the Razsarve Fund and
the Depraciation Fund. The District covenants that the Current Expenses
incurred in any year will not exceed the reasonable and necessary amounts
therefor, and that rhe District will unot expend any amount or incur any obli-
gation for operation or malntenance and repalr in excess of the amounts provided
for Current Expenses in the Annual Budget, except upon resolution by the
District that such expenses are necessary to operate aand maintaln the system,
At the same time and in like maoner, the District shall prepare an estimate
of gross revenues to be derived from the operarion 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 reservas
enumerated herein, and (¢) to pay Curremt Expenses, the District shall revise
the rates and charges sufficiently to provide the funds required.

If the holders of at least 507 in amount of the outstanding Prior
Bonds and Current Bonds, or the Government go long as it is the holder of any
of sald Bonde, so resquest, the Commission shall hold an open hearing not later
than thirty days before the beginniang of the ensuing fiscal yesar, at which
time any bondholder may appear by agent or attorney and may file writtes
objections to such proposad budget. Notice of the time and place of such
hearing shall be malled at least 15 days prior to the hearing to each regis-

tered bondholder and to the Government.
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The District and its Commission covenant that annually before the
firet day of July, the auunual budpet of current axpenses for tha then current
fiscal yezar will ba adopted substantially 1n accordance with the preliminary
or proposed annual budget, and that no expenditures for cperation and main-
tenance 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 resolu-
tion duly adopted.

SECTION 504. GENERAL COVENANTS.

The District through its Commission hereby covenants and agrees
with the holders of the Current Bonds that:

(1) It will faithfully and punctually perform all duties with

reference to the system required by the Cenmstitution and
laws of the Commouwealth of Kentucky;

(2) It will make and collect reasonable and sufficlent rates

and charges for services and facilities rendered by the
system;

o~
L2
St

It will segregate the revenuss and income from the system
and make application thereof consistent with and as provided
by this Resolution;

(4) Unless the written consent of the holders of a majority in
amount of the outstanding Curreant Bonds plus all of the out-
standing Prior Bonds, has been obtainad, the Districc agrees
not to sall, lease, morcrgage, or in any manaer dispose of
any integral part of the system, including any and all appur-
tenances thereto and extensions, additrions and/or improve-
ments that may be made thereto until all of the Prior Bonads
and all of the Curreanr Bonds shall have bzen paid or provided
for in full, as provided in Section 703 (Dafeasement) hereof,
subject tro the provisions of Section 606 hereof:

(5) It will maintain in good condition and continuously operate
the system and appurtenances theresto and will charge such
rates and charges for the services rendered thereby so that
the gross income and revenues will be sufficlent at all times
to pay the interest on and principal of the Prior Bonds, the
Current Bonds and any pariey bonds as same become due, to pay
the cost of operating and maintaining the system and to pro-
vide for an adequate depreciation account;
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(6) It will carry and maintaln insurance on properties of the
system subject to loss or damaga in amounts and against
hazards substantially in accordance with the practices of
other discricrs, cities or corporations which own and maintain
waterworks systems under similar conditions; aud so loug as
the Government 1s the holder of any of the Bonds, the Govern=-
ment will be listed as co-beneficiary on any such policy; aund
the District shall further comply with the insurance requirements
of Section 506 hzreof (involving ilasurance on motors, tanks
and styucturas). :

SECTION 505. OTHER GENERAL COVENANTS APPLICARLE SO
LONG AS TFmHA HOLDS ANY BONDS.

So long as the FmHA shall hold any of the Current Bonds, the
District shall comply with such FmHA regulations, requlrements and requests
as shall be made by the FmllA, including the furnishing of operating and other
financial statements in such form and substance and for such periods as may be
requested by the FmHA, the carrying of insurance of such types and in such
amounts as the FoHA may specify, with insurancg carriers acceptable to the
FoHA, and compliance with all of the terms and conditions of the Loan Reso-
lution (FmlA Form 442-47) executed by the District. |

SECTION 506. INSURANCE OF MOTORS, TANKS AND STRUCTURES.

If and to tha extent not now fully required by the Prior Bond Reso-
lution, the District shall (a) immediately after the adoptiom of thils Resolution,
and (b) at the time of final acceptance of the comstructieon project from the
constractor(s), insure all electric MOLOrs, glevated water storage tanks,
pumping stations and major structures of the entire waterworks system, in an
amount recommended by the District's Engineers and approved by the FmlA, so
long as the FmllA is the holder of any of the Current Bonds, for the hazards
usually covered in such area, aad shall similarly insure same in an amount
recommended by the District's Eugineers, without the necessity of approval by
the FmllA if and whenever the District has bonds outstanding against the system

and none of such bonds are heald by the FmHA.
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TRANSCRIPT OF PROCEEDINGS

BULLOCK PEN WATER DISTRICT
LOAN IN THE AMOUNT OF $715,000

FROM THE
KENTUCKY RURAL WATER FINANCE CORPORATION
MULTIMODAL PUBLIC PROJECTS REVENUE BONDS
(FLEXIBLE TERM PROGRAM)
SERIES 2001C
DATED MAY 15, 2002

APPROVING LEGAL OPINION
BY RUBIN & HAYS
MUNICIPAL BOND ATTORNEYS
KENTUCKY HOME TRUST BUILDING
450 SOUTH THIRD STREET ¢
LOUISVILLE, KENTUCKY 40202
(502) 569-7525
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ASSISTANCE AGREEMENT
BETWEEN
KENTUCKY RURAL WATER FINANCE CORPORATION
AND

BULLOCK PEN WATER DISTRICT

This document was prepared by:

RUBIN & HAYS

Kentucky Home Trust Building
450 South Third Street
Louisville, Kentucky 40202
(502) 569-7525

By(’//mo{g m\g ﬂ?ﬁ{/
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ASSISTANCE AGREEMENT

This Assistance Agreement made and entered into as of the 1% day of May, 2002 (the

"Assistance Agreement") by and between the Kentucky Rural Water Finance Corporation, a non-

_profit corporation and instrumentality of the various entities of the Commonwealth of Kentucky (the
- "ssuer") and the Bullock Pen Water District (the "Governmental Agency™):

WITNESSETH

‘ WHEREAS, the Issuer has established its Public Projects Flexible Term Program (the

ogram") designed to provide financing for the expansion, addition and improvements of public
jects for governmental entities under which the Issuer has determined to issue under its Kentucky
ural Water Finance Corporation Multimodal Public Projects Revenue Bonds (Flexible Term

pril 4, 2001 (the "Indenture") between the Issuer and Fifth Third Bank, trustee (the "Trustee"), the
‘proceeds of which will be applied for the benefit of such governmental entities by making loans,

aid Governmental Agency; and

:, the Governmental Agency has heretofore issued its Prior Bonds (as hereinafter

S, in and by the Prior Bond Legislation (as hereinafter defined), the right and
served by the Governmental Agency under conditions and restrictions set out in said
alion, of issuing additional bonds from time to time, payable from the income and
m and ranking on a parity with the outstanding Prior Bonds, for the purpose,
ffinancing the costs of extensions, additions and improvements to the System,
1ain o}ltstanding indebtedness, which conditions and restrictions are found to
Prevail so as to permit the issuance of certain proposed additional bonds so as

d, 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 $715,000 [the "Obligations"], for the purpose of providing funds for the
Project, and to reaffirm the conditions and restrictions whereunder similar bonds or obligations may

be subsequently issued ranking on a parity therewith; and

WHEREAS, under the provisions of Sections 58.010 through 58.140, inclusive, of the
-ntucky 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
bligations to provide such funds for the purpose aforesaid; and

‘WHEREAS, the Issuer is willing to cooperate with the Governmental Agency in making
ilable the Loan pursuant to the Act and the Indenture to be applied to the Project upon the
ons hereinafter enumerated and the covenants by the Governmental Agency herein contained;

WHEREAS, the Issuer and the Governmental Agency have determined to enter into this
tance Agreement pursuant to the terms of the Act and the Indenture and to set forth their
ive duties, rights, covenants, and obligations with respect to the construction and financing
ect subject to the repayment of the Loan and the Obligations and the interest thereon;

W, THEREFORE, FOR AND IN CONSIDERATION OF THE MUTUAL
NANTS HEREIN SET FORTH, THE LOAN HEREBY EFFECTED AND OTHER GOOD
ALUABLE CONSIDERATION, THE RECEIPT OF WHICH IS HEREBY
DGED BY EACH PARTY, THE PARTIES HERETO MUTUALLY COVENANT

EACH WITH THE OTHER AS FOLLOWS:

Definitions. As used in this Assistance Agreement, unless the context requires

crs to Chapters 58 and 74 of the Kentucky Revised Statutes.

Agreement" refers to this Assistance Agreement authorizing the Loan and the

" refers to a nationally recognized firm of Bond Counsel which firm has
roceedings for the Obligations, has furnished all of the customary services of

financing and will continue to furnish such services until the Obligations are
[, Including the rendering of the final approving legal opinion with regard to
zations and the tax exemption of the interest thereon.

St Slaﬁé’? of 1978" or "1978 Bond Legislation" refers to the reselution anthorizing
5, Which was adopted by the Governing Body on March 29, 1978.



"Bond Legislation of 982" or "1982 Bond Legisiation” refers to the resolution authorizing
the Series 1982 Bonds, which was adopted by the Governing Body on July 20, 1982.

"Bond Legislation of 1985" or "1985 Bond Legislation" refers to the resolution authorizing
the Series 1985 Bonds, which was adopted by the Governing Body on September 25, 1985.

"Bond Legislation of 1988" or "1988 Bond Legislation " refer to the Resolution authorizing
he Series 1987 Bonds, duly adopted by the Commission of the District on May 4, 1988 and
amended on April 25, 1989.

"Bondowner", " Owner", "Bondholder" means and contemplates, unless the context otherwise
ndicates, the registered owner of one or more of the Bonds at the time issued and outstanding

reunder.

"Bonds" refers to the Obligations, the Prior Bonds and any additional Parity Bonds.

"Certified Public Accountants" refers to an independent Certified Public Accountant or firm
ertified Public Accountants, duly licensed in Kentucky and knowledgeable about the affairs of
the System and/or of other Governmental Agency financial matters.

k'/’Coa’e" refers to the United States Internal Revenue Code of 1986, as amended, and any
ions issued thereunder.

of Engineers of excellent national reputation or of recognizéd excellent reputation
the fields of waterworks and sewer engineering.

s’ refers to the Revenue Fund, the Sinking Fund, the Depreciation Fund, the Reserve
peration and Maintenance Fund and the Governmental Agency Acconnt.

ung Body" means the Board of Commissioners of the Governmental Agency or such
‘11 be the governing body of said Governmental Agency under the laws of Kentucky

nmentql Agency" refers to the Bullock Pen 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.

"Indenture" means the Trust Indenture, dated as of April 4, 2001, as originally 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.

"Interest Payment Date" shall mean the 1% day of each month, commencing June 1, 2002 and
ntinuing through and including January 1, 2027 or until the Loan has been paid in full.

"Issuer" refers to the Kentucky Rural Water Finance Corporation.

. "Obligations" refers to the Loan authorized by this Assistance Agreement in the principal
nt of $715,000.

heration and Maintenance Fund " created in the Prior Bond Legislation and confirmed in the Prior

rmitted Investments" refers to investments of funds on deposit in the various funds
1d includes:

lirect 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
nited States of America) or obligations the timely payment of the principal of and
terest on which are fully guaranteed by the United States of America, including
Struments evidencing an ownership interest in securities described in this clause

Jgations, debentures, notes or other evidences of indebtedness issued or
laranteed 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;

3) 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;

(4) 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 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 less 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 fully
secured by government securities described in clause (1) or (2) of this definition
and/or other obligations rated AAA by S&P;

ax-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

ligations;

its of a taxable or nontaxable government money-market portfolio composed of
Government obligations and repurchase agreements collateralized by such
obligations; ')

ercial paper rated A-1 or A-1+ by S&P;

(i) The mutual fund shall be an open-end diversified investment company
e}d under the Federal Investment company Act of 1940, as amended;



(ii) The management company of the investment company shall have been
in operation for at least five (§) years; and

(iii) All of the securities in the mutual fund shail be in investments in any one

or more of the investrents described in (1) and (3) above.
!

, "Prior Bond Legislation" refers collectively to the 1978, 1982, 1985 and the 1988 Bond
egislation.

" Prior Bonds" refers collectively to the Series 1978 Bonds, the Series 1982 Bonds, the Series
1985 Bonds and the Series 1987 Bonds.

"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.

o "Program Administrator" refers to the Kentucky Rural Water Association, Inc., Bowling
reen, Kentucky.

| "Program Reserve Fund" refers to the Reserve Fund created and established pursuant to
Section 4.2 of the Indenture.

"Project" refers to financing the installation of approximately 23.19 miles of six inch water
 line with appurtenances, with the proceeds of the Obligations.

L "Record Date" shall mean with respect to any Interest Payment Date, the close of business
on the 15™ 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 Loan from the Governmental Agency
Account as construction of the Project progresses.

o "Reserve Fund" refers to the Bullock Pen Water District Waterworks Debt Service Reserve
Fund, created in the Prior Bond Legislation and which Reserve Fund wili continue to be maintained
for the benefit of all of the Bonds.

"Revenue Fund" refers to the Bullock Pen Water District Waterworks Revenue Fund created
in the Prior Bond Legislation and which Revenue Fund will continue to be maintained for the benefit
of all of the Bonds.

"Sinking Fund" refers to the Bullock Pen Water District Waterworks Revenue Bond Sinking
Fund created and confirmed in the Prior Bond Legislation.




"Series 1978 Bonds" tefers to the original authorized $1,277,000 of Bullock Pen Water
District Waterworks Revenue Bonds of 1978, dated December 21, 1578.

"Series 1982 Bonds" refers to the original authorized $125,000 of Bullock Pen Water District
waterworks Revenue Bonds of 1982, dated August 6, 1982.

, "Series 1985 Bonds" refers to the original authorized $194,000 of Bul(lock' Pen Water District
waterworks Revenue Bonds of 1985, dated February 25, 1986.

"Series 1987 Bonds" refers to the original authorized $240,000 of Bullock Pen Water District
Waterworks Revenue Bonds of 1987, Series A and $168,000 of Bullock Pen Water District
Waterworks Revenue Bonds of 1987, Series B, dated April 28, 1988.

; "System" refers to the Governmental Agency's waterworks system, together with all future
extensions, additions and improvements to said System.

"Treasurer" refers to the Treasurer of the Governmental Agency.

o L

"Trustee" refers to Fifth Third Bank, Cine ti, Ohio,

"U.S. 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
Governmental 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 permitted to be issued
remain outstanding, said System shall be owned, controlled, operated and maintained for the security
and source of payment of 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 $715,000 from the Program, for the purpose of providing funds for the Project. Said
Obligations shall mature on each January 1 beginning January 1, 2003 and continuing thereafter
through and until January 1, 2027, in such principal amounts, and shall bear interest payable on the
Interest Payment Dates, commencing June 1, 2002 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 on the Interest Payment Dates, beginning June 1,
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© 2002 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
~ nACH 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 Form 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)  Anamount equal to one-sixth (1/6) of the interest becoming due on the Obligations
on 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 1.

In addition, in the event the Issueris 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
investments making up the Program Reserve Fund until such Reserve Withdrawal has been
replenished.

Section 4. Redemption. (@) Optional Redemption. Subject to the prior written approvai
of the Compliance Group, Obligations maturing on or after January 1, 2013, 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, 2012, 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
Redemption Dates (Inclusive) Price
January 1, 2012 through December 31, 2012 102%
January 1, 2013 through December 31, 2013 101%
January 1, 2014 and thereafter 100%

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 multipie thereof.




(b) Notice of Redemption. The Governmental Agency shall give the Issuer and the Trustee

et Taca

hbﬁce of any redemption by sending at least one such notice by first ciass 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

; ‘ﬁght of redemption and as to which notice as aforesaid shall have been given, and, for the retirement

of which, upon the terms 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 fund.

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 on the Prior Bonds
and the Obligations hereby authorized payable on a parity from the income and revenues 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:

¢y 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
tc the monthly densﬂ otherwise required dunng 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.

C. Depreciation Fund. Pursuant to the provisions of the Prior Bond Legislation,
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 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 if the amount on deposit in the Sinking Fund is not sufficient to make such payments.

D. Operation and Maintenance Fund. There shall nextbe 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 Governmental Agency's
annual budget.
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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
~yransferred, 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
ofthis 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 however, 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 funds 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 Obligations; 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:

(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.

o ﬁ‘*’«“ﬁ“?m“%wwmﬂswtsa;w D A S : S

(b) Governmental Agency Account. 1t is hereby acknowledged that a fund entitled "Bullock

—Pen 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 consiruciion of the Project.

Investment income derived from investment of the Governmental Agency Account, which
shall be invested in Permitted Investments in accordance with this Assistance Agreement, shail, as
recelved, be deposited in the Governmental Agency Account.

The Trustee shall be obligated to send written notice to the Governmentai 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
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 Agency with respect to investment of moneys held in the Governmental Agency Account, the
~ Trustee is hereby directed to invest funds in money market mutual funds 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
~ pythe 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 approved by the Governmental Agency.

Afier compietion 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 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. (1) 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 ireaied
as "arbitrage bonds" within the meanirig of Section 148 of the 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 and/or applicable regulations permit
same to be invested without causing the Obligations to be treated as "arbitrage bonds."

(2)  "Non-Exempt Revenues" within the meaning of the foregoing shall be deemed to
refer to revenues of the System deposited in any of the funds 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:

(a) amounts deposited in the Sinking Fund for the purpose of paying debt service on any
Obligations against the System within thirteen (13) months from the date of deposit;
and

(b)  amecunts deposited in the Depreciation Fund or any similar reserve for replacemenis,
reasonably expected to be used for extensions, additions, improvemenis or
replacements to the System, and not reasonably expected to be used to pay debt
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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).

(3 If, and to the extent that any Non-Exempt Revenues are on deposit and are available
for investment by reason of the foregoing, such funds 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:

(a) 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.

(b)  Thatitis 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 jssuance of the Obligations, would have caused the
Obligations to be arbitrage bonds.

(c) 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.

(d) 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.

(e) 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 defanlt in the payment of principal 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 executie 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 of the type contemplated by the Code and
applicable reguiations, as amended, in order to assure that interest on the Obligations will be exempt
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~ from all federal income taxes and that the Obligations will not constitute or be treated as arbitrage
_ bonds.

: Section 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
further 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, taking 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;

(a) The facility or facilities to be constructed from the proceeds of the additional parity
bonds 1s 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 essential operation and
maintenance 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 equal at least 120% of the average annual debt service

- requirements for principal of and interest on all outstanding Bonds payable from the revenues of the

System, plus the anticipated 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 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
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(i) any increase in the "annual net revenues™ to be realized, within 12 months of the
completion of the Project, from the proposed extensions, additions, and/or impro vements
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 Rural Development or its successor [the "RD"] for the issuance of future
ponds encumbering the System while the RD 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
o requirements cf the additional Paﬂ*y Bonds; and

2 Adjust the minimum annual amount to be dep051ted monthly into the Sinking Fund on
the same basis as that prescribed in the provisions establishing such Sinking 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 from the elimination of the Bonds
bemg 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, shali not
exceed the average annual debt service requirements applicable to the then ouistanding Prior
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Bonds, the Obligations and any previously issued Parity Bonds for any year prior to the
jssuance 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 and unpaid, the rates for all services of the System rendered by the Governmental
Agencyto 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 of the outstanding Bonds and the accruing interest on all such Bonds
s 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 mest ail
requirements of the provisions of this Assistance Agreement. Prior to the issuance of 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
~ gervices 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
~mannual net revenues" {defined as gross revenues less essential operation and maintenance 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 10 hereof.

: The Governmental Agency also covenants to cause a report to be filed with the Governing
Body within four months after the end of 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 minimuin 120% coverage.

Section 12. All Obligations of this Issue Are Equal. The Obligations authorized and
permitted to be issued hereunder, and from time to time outstanding, shalii not be entitied io 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 permiited 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.
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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
mvested (or sufficient without such investment, as the case may be) in direct obligations of or
bligations guaranteed by the United States of America, including book entry obligations and trust
eceipts representing an ownership in direct obligations of the United States of America, to assure
he availability in such escrow fund of an adequate amount (a) to call for redemption and to redeem
1d retire all of such outstanding Obligations, both as to pn'ncipal and as to interest, on the next or
ny optional redemption date, including all costs and expenses in connection therewith, and to pay
ncipal and interest falling due on the outstanding Obligations to and on said date, or (b) to pay
ncipal and interest requirements on the outstanding Obligations as same mature, without

mption in advance of maturity, the determination of whether to defease under () or (b) or both
be made by the Governing Body. Such Permitted Investments shall have such maturities as to
te that there will be sufficient funds for such purpose. If such defeasance is to be accomplished
ant to (a), the Governmental Agency shall take all steps necessary to publish the required
f the redemption of the outstanding Obligations and the applicable redemption date. Upon
per amount of such investments being placed in escrow and so secured, such revenue pledge
utomatically fully defeased and released without any further action being necessary.

Section 14. Contractual Nature of Assistance Agreement. The provisions of this

e Agreement shall constitute a contract between the Governmental Agency and the Issuer;
issuance of any of such Obligations, no change, variation or alteration of any kind in
of this Assistance Agreement, nor of the Prior Bond Legislation, shall be made in any
as herein or therein provided until such time as all of the Bonds authorized thereby
nterest thereon have been paid or provided for in full, or as otherwise provided herein;
that the Governing Body may enact legislation for any other purpose not inconsistent
of this Assistance Agreement, and which shall not impair the security of the Issuex
urpose of curmg any ambiguity, or of curing, correcting or supplementing any
onmstent provisions contained herein or in any ordinance or other proceedings

15 the bond registrar and paying agent with respect to the Obli gatlons

Tustee shall be as follows:
“To register all of the Obligations in the names of the Issuer;

To cancel and destroy (or remit to the Governmental Agency for destruction,
d by the Governmental Agency) all exchanged, matured, retired and redeemed

» and to maintain adequate records relevant thereto;
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(3)  Toremit, 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 sufficient 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
aken 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
istance Agreement, or the responsibility for the consequences of any oversight or error in

The Trustee may at any time resign from its duties set forth in this Assistance Agreement
1ling its resignation with the Governmental Agency Clerk and notifying the Issuer. Thereupon,
suer shall notify the Governmental Agency of a successor Trustee which shall be an

bank or trust company authorized to transact business in the United States of America.

h-the Internal Revenue Code of 1986. In order to assure purchasers of the
terest thereon will continue to be exempt from federal and Kentucky income
10 certain exceptions set out below), the Governmental Agency covenants to and
at(1) the Governmental Agency will take all actions necessary to comply with the
de, (2) the Governmental Agency will take no actions which will violate any
¢ Code, or would cause the Obligations to become "private activity bonds”
8.0f the Code, (3) none of the proceeds of the Obligations will be used for any
uld cause the interest on the Obligations to become subject to federal income

tnmental Agency will comply with any and all requirements as to rebate (and
€ i?ereto) to the United States of America of certain investment earnings on the
gations.

18



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 (without jeopardizing such tax exemption
r the security of such owners) to eliminate or reduce any restrictions concerning the investment of
he proceeds of these Obligations, or the application of such proceeds or of the revenues of the
sstem. The purchasers of these Obligations are deemed to have relied fully upon these covenants

d undertakings on the part of the Governmental Agency as part of the consideration for the
sutchase of the Obligations. To the extent that the Governmental Agency obtains an opinion of
tionally recognized bond counsel to the effect that non-compliance with any of the covenants
atained in this Assistance Agreement or referred to in this Assistance Agreement would not
sibject interest on the Obligations to federal income taxes or Kentucky income taxes, the
mmental 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
ion as to exemption of principal of the Obligations from Kentucky ad valorem taxation and as
mption of interest on the Obligations from federal and Kentucky income taxation, based on
assumption by Bond Counsel that the Governmental Agency complies with covenants made by
rmmental Agency with respect to compliance with the provisions of the Code, and based
sumption of compliance by the Governmental Agency with requirements as to any required
d reports with reference thereto) to the United States of America of certain investment
on the proceeds of the Obligations. The Governmental Agency has been advised that based
the foregoing assumptions of compliance, Bond Counsel is of the opinion that the Obligations
arbitrage bonds" within the meaning of Section 148 of the Code.

on 18. Insurance. (a) Fire and Extended Coverage. If and to the extent that the
es structures above ground level, the Governmental Agency shall, upon receipt of the
ds of the sale of the Obligations, if such insurance is not already in force, procure fire and
overage insurance on the insurable portion of all of the facilities of the System, of a kind
amounts as would ordinarilybe carried by private companies or public bodies engaged
Similar utility.

oing fire and extended coverage insurance shall be maintained so long as any of
re outstanding and shall be in amounts sufficient to provide for not less than full
lenever a loss from perils insured against does not exceed eighty percent (80%) of the
aliie of the damaged facility.

j vent of any damage to or destruction of any part of the System the Governmental
romptly arrange for the application of the insurance proceeds for the repair or
of the damaged or destroyed portion thereof.

g lll?}{,fnsurance on Facilities. So long as any of the Obligations are outstanding, the
%FQ.CY shall, procure and maintain, public liabilityinsurance relating to the operation
the System, with limits of not less than $200,000 for one person and $1,000,000
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for more than one person involved in one accident, to protect the Governmental Agency from 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 Liability Insurance. If and to the extent that the Governmental Agency owns or
‘gperates 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
‘ ng as any of the Obligations are outstanding, vehicular public liability insurance with limits of not
than $200,000 for one person and $1,000,000 for more then one person involved in one
ident, to protect the Governmental Agency from claims for bodily injury and/or death, and not
than $200,000 against claims for damage to property of others which may arise from the
ation of such vehicles by the Governmental Agency.

Section 19. Event of Default; Remedies. The following items shall constitute an "Event
ault” on the part of the Governmental Agency:

(a) The failure to pay principal on the Obligations when due and payable, either at

the Trustee or the Issuer, any court having jurisdiction of the action may appoint
ister the System on behalf of the Governmental Agency, with power to charge
ufficient to provide for the payment of the principal of and interest on the

the payment of operation and maintenance expenses of the System, and to
he income and revenues in conformity with this Assistance Agreement and with
onwealth of Kentucky.

and apart from the foregoing, upon the occurrence of an Event of Default, the
Obligations may require the Governmental Agency by demand, court order,
IWise, to raise all applicable rates charged for services of the System a reasonable
1th the requirements of this Assistance Agreement.
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. Section 20. Apnual 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
necember 31, 2001) and such other financial information and/or operating data as requested by the

suer or the Compliance Group.

The annual financial information and operating data, including audited financial statements,
ill be made available on or before 120 days after the end of each fiscal year (December 31).

Section 21. Supplemental Assistance Agreement. The Governmental Agency may, but
ith the consent of the Issuer, execute one or more supplemental Assistance Agreements as
t be inconsistent with the terms and provisions hereof for any one or more of the following

to cure any ambiguity or formal defect or omission in this Assistance Agreement;

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 of bonds, other
conditions, limitations and restrictions thereafier 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;

0 effect the issuance of additional Parity Bonds; and/or

iiipdify the terms and conditions of this Assistance Agreement at the request of the
er in order to assist the Issuer in operating the Program or to maintain any rating

he Issuer may have on its Program obligations.

Remedy Exclusive. No remedy herein conferred upon or reserved to the
¢ exclusive, and every such remedy will be cumulative and will be in addition
y given hereunder and every remedy now or hereafter existing at law or in
Omission to exercise any right or power accruing upon any default will impair
ower and any such right and power may be exercised from time to time and as
cmed expedient.

vers. In the event that any agreement contained herein should be breached
afier waived by the other party, such waiver will be limited to the particular
1l not be deemed to waive any other breach hereunder.
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Section 24. Agreement to Pay Attorneys' Fees and Expenses. In the event that either
arty 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
P y obligation or agreement on the part of the defaulting party herein contained, the defaulting party
grees that it will pay on demand therefore to the non-defaulting party the fees of such attorneys and
uch other expenses so incurred by the non-defaulting party.

Section 25. Signatures of Officers. If any of the officers whose signatures or facsimile
ignatures appear on this Assistance Agreement or any other document evidencing the Obligations

to be such officers before delivery of the Obligations, such signatures shall nevertheless be
d for all purposes the same as if such officers had remained in office until delivery, as provided
RS 58.040 and KRS 61.390.

Section 26. Severability Clause. If any section, paragraph, clause or provision of this

tance Agreement shall be held invalid, the invalidity of such section, paragraph, clause or
on 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
Secretary/Treasurer and the Bullock Pen 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
C TION
B

D e

Prisident

i

ecretary/Treasurer

BULLOCK PEN WATER DISTRICT

By

Chairman
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) oration has caused this
| and attested by its

Assistance Agreement to be signed in its name by its Prediden
Qecretary/Treasurer and the Bullock Pen Water District has caused this\Assiltance Agreement to be

gigned in corporate name and by its officer thereunder duly authorize Vas of the day and year
tst above written. /

KENTUCKY RURAL WATER FINANCE
CORPORATION

By

President

Secretary/Treasurer

BULLOCK PEN WATER DISTRICT
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4667 1,567.21 2,233.8
666.67 156721 223388
83333 1,532.88 236621
$33.33 1.532.88 2,366.21
33333 1489.96 232329
83333 1,489.96 232329
§33.33 1,447.04 228038
83333 1,447.04 225038
83333 1404.13 2723746
23333 1,404.13 2,237.46
83333 136121 2,194.54
83333 136121 2,194.54

1,166.67 1,318.29 2,434.96
1.166.67 131829 248496
1,166.67 125821 242488
1,166.67 125821 242488
108333 1198.13 228146
1,08333 1,198.13 228146
108333 1,142.33 222567
108333 114233 222567
133333 1,08654 241988
133333 1,086.54 241988
1,333.33 1,017.88 235121
1,33333 1,017.88 235121
133333 94921 2,282.54
133333 949.21 228254
1,500.00 87654 237654
1,500.00 87654 237654
1,500.00 79479 229479
150000 79479 229479
1,500.00 713.04 221304
1,500.00 713.04 221304
1750.00 63129 233129
1750.00 63129 238129
1750.00 53592 228592
1,750.00 535.92 228592
2,00000 44054 244054
2,000.08 44054 244054
1.916.67 33154 224821
191667 331.54 224821
200000 227.08 222708
2,00000 227.08 222708
216667 11483 278475
2,166.67 11483 228475
e —EE [
374,000.00 310,293.53 84,2938

Total Monthly
Sinking Fund
Payments

5/17/2002
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iock Pen Water District

Refunding of Kentucky Rural Water Corporation Loan - Series 2001 C & 1978 Rural Development Bonds

[ e

saie

12/31/2013
12/31/2014
12/31/2015
12/31/20616
12/31/2017
12/31/2018
12/31/2019
12/31/2020
12/31/2021
12/31/2022
12/31/2023
12/31/2024
12/31/2025
12/31/2026
12/31/2027

" P P
totals

B/5 to Call

1978 Rural Development Bonds

KRWFC Loan - Series 2001C #1

Brigr issue Debt Service Funds

12/31/2012

KRWFC Loan - Series 2001C #2 Total
Refunded Refunded Refunded Refunded

Principal  Interest D/s Principal Interest D/s Principal Interest D/S D/s
59,000.00 18,525.00 77,525.00 14,000.00 14,786.00 28,786.00 11,000.00 13,412.75 24,412.75 130,723.75
62,000.00 15,500.00 77,500.00 13,000.00 14,090.75 27,090.75 12,000.00 12,820.50 24,820.50 129,411.25
65,000.00 12,325.00 77,325.00 13,000.00 13,421.25 26,421.25 12,000.00 12,202.50 24,202.50 127,948.75
68,000.00 9,000.00 77,000.00 16,000.00 12,674.50 28,674.50 14,000.00 11,533.00 25,533.00 131,207.50
71,000.00 5,525.00 76,525.00 16,000.00 11,826.50 27,826.50 14,000.00 10,791.00 24,791.00 129,142.50
75,000.00 1,875.00 76,875.00 16,000.00 10,954.50 26,954.50 14,000.00 10,028.00 24,028.00 127,857.50
18,000.00 10,028.00 28,028.00 17,000.00 9,183.25 26,183.25 54,211.25
18,000.00 9,047.00 27,047.00 17,000.00 8,256.75 25,256.75 52,303.75
18,000.00 8,066.00 26,066.00 17,000.00 7,330.25 24,330.25 50,396.25
21,000.00 7,003.25 28,003.25 19,000.00 6,349.25 25,349.25 53,352.50
21,000.00 5,858.75 26,858.75 15,000.00 5,313.75 24,313.75 51,172.50
24,000.00 4,632.50 28,632.50 21,000.00 4,223.75 25,223.75 53,856.25
23,000.00 3,351.75 26,351.75 22,000.00 3,052.00 25,052.00 51,403.75
24,000.00 2,071.00 26,071.00 21,000.00 1,880.25 22,880.25 48,951.25
26,000.00 708.50 26,708.50 24,000.00 654.00 24,654.00 51,362.50
400,000.00 62,750.00 462,750.00 281,000.00 128,520.25 409,520.25 254,000.00 117,031.00 371,031.00 1,243,301.25
12/31/20612 400,000.06 10,000.00 410,000.00 281,000.00 6,291.04 287,291.04 254,000.00 5,689.17 259,689.17 956,980.21
69,000.00 24,282.36 20,451.86 113,734.22




Bullock Pens Water District

Refunding of Kentucky Rural Water Corporation Loan - Series 2001 ¢

& 1978 Rural Development Bonds

Debt Service Comparison

Net New Old Net
Date Debt Service Debt Service
12/31/2013 90,659.69 130,723.75
12/31/2014 98,901.48 129,411.25
12/31/2015 98,901.48 127,948.75
12/31/2016 98,901.48 131,207.50
12/31/2017 98,901.48 129,142.50
12/31/2008 98,901.48 127,857.50
12/31/2019 98,901.48 54,211.25
12/31/2020 98,901.48 52,303.75
12/31/2021 98,501.438 50,396.25
12/31/2022 98,901.48 53,352.50
12/31/2023 824141 51,172.50
12/31/2024 0.00 53,856.25
12/31/2025 0.00 51,403.75
12/31/2026 0.00 48,951.25
12/31/2027 0.00 51,362.50
Total 089,014.42 1,243,301.25

Less Debt Ser Funds Used to Reduce Amt Borrowed
Less Closing Costs

Savings

Sources of Funds
Principal Amount of New Loan
Transfers from Prior Issue Debt Service Fund

Total Sources

Uses of Funds

Costs of Issuance

Deposit to Current Refunding Fund
Rounding Amount

Total Uses

Savings

40,064.06
30,509.77
29,047.27
32,306.02
30,241.02
28,956.02
-44,690.23
-46,597.73
-48,505.23
-45,548.98

42,931.09 Present Value
53,856.25 of Cash Flow
51,403.75 Savings at
48,951.25 2.8% Loan
51,362.50 Interest Rate

254,286.83
-113,734.22
<10,000.00

206,400.31
-113,734.22
-10,000.00

130,552.61

_82,666.09

360,000.00

113,734.22

973,734.22

10,000.00
956,980.21

o 675401

__973,73422
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Initial Loan Values

Loan Amount:

Annual Interest Rate:

Loan Date:

Payment Frequency:
Total Interest Due:

Payment Schedule

$860,000.00
2.8000%
01/01/2013
Monthly
$129,014.42

Number of Payments:
Periodic Payment:

1st Payment Due:
Last Payment Due:
Total All Payments:

120
$8,241.79
02/01/2013
01/01/2023
$989,014.42

#/Year Date Payment Interest Principal Balance
Loan: 01/01/13 860,000.
1/01  02/01/13 §,241. 2,075. 6,165, 8! 853,834.
2/01  03/01/13 8,241, 1,861. 6,380. 847,453,
3/01 04/01/13 8,241, 2,045, 6,196. 841,257.
4/01  05/01/13 8,241. 1,965.. 6,276. 834,981.
5/01 06/01/13 8,241. 2,015. 6,226. 828,754,
6/01 07/01/13 8,241. 1,935. 6,305. 822,449.
7/01  08/01/13 8,241. 1,985. 6,256. 816,192,
8/01 09/01/13 8,241. 1,970. 6,271. 809,920.
9/01 10/01/13 8,241. 1,891. 6,349. 803,571,
10/01  11/01/13 8,241. 1,939. 6,302. 797,269.
11/01  12/01/13 8,241. 1,862. 6,379. 790,889.
Y-T-D 2013  12/31/13 90,659. 21,549. 69,110,
Running  12/31/13 90,659. 21,549.4 69,110.
12/01  01/01/14 8,241. 1,909. 6,332. 784,557,
13/02 02/01/14 8,241. 1,893. 6,347. 778,209.
14/02 03/01/14 8,241, 1,696. 6,545. 771,663.
15/02  04/01/14 8,241. 1,862. 6,379. 765,284.
16/02 05/01/14 8,241. 1,787. 6,454. 758,830.
17/02 06/01/14 8,241, 1,831. 6,410. 752,420.
18/02 07/01/14 §,241. 1,757. 6,484. 745,936.
19/02  08/01/14 §,241. 1,800. 6,441. 739,495,
20/02  09/01/14 8,241. 1,785. 6,456. 733,038.
21/02  10/01/14 8,241. 1,712. 6,529. 726,509,
22/02 11/01/14 8,241. 1,753, 6,488. 720,021,
23/02  12/01/14 8,241, 1,681. 6,559. 713,461.
Y-T-D 2014  12/31/14 98,901, 21,473. 77,428.
Running  12/31/14 189,561. 43,022. 146,538.
24/02  01/01/15 §,241. 1,722.. 6,519 706,941,
25/03  02/01/15 8,241. 1,706. 6,535 700,406.
26/03  03/01/15 8,241. 1,526. 6,714 693,691,
27/03  04/01/15 8,241. 1,674. 6,567 687,124.
28/03  05/01/15 8,241, 1,605. 6,636 680,487.
29/03  06/01/15 8,241, 1,642. 6,599 673,888.
30/03  07/01/15 8,241. 1,574. 6,667 667,220,
31/03  08/01/15 8,241. 1,610. 6,631. 660,589.8
32/03  09/01/15 8,241. 1,594. 6,647. 653,942,
33/03  10/01/15 8,241. 1,527. 6,714. 647,228.
34/03  11/01/15 8,241. 1,562. 6,679. 640,549.
35/03 12/01/15 8,241. 1,496. 6,745, 633,803.
Y-T-D 2015  12/31/15 98,901. 19,243.6. 79,657.
Running  12/31/15 288,462. 62,266. 226,196,
36/03 01/01/16 8,241 1,529. 6,711. 627,091.
37/04  02/01/16 8,241 1,513. 6,728. 620,363.
38/04 03/01/16 8,241 1,400. 6,841. 613,522,
39/04  04/01/16 8,241 1,481. 6,760. 606,761.
40/04  05/01/16 8,241 1,417. 6,824. 599,937.
41/04 06/01/16 8,241 1,448. 6,793. 593,143.
42/04  07/01/16 8,241 1,385. 6,856. 586,287.
43/04 08/01/16 8,241 1,415. 6,826. 579,461.
44/04  09/01/16 8,241 1,398. 6,843. 572,618.
45/04  10/01/16 8,241 1,337. 6,904.: 565,713.9:
46/04  11/01/16 8,241 1,365. 6,876. 558,837.
47/04  12/01/16 8,241 1,305.4: 6,936. 551,901,




Y-T-p 2016  12/31/16 93,901.48 16,999.31 81,802.17
Running  12/31/16 387,364.13 79,265.48 308,098.65
48/04  01/01/17 8,241.79 1,332.25 6,909.54 544,991.81
49/05  02/01/17 8,241.79 1,315.57 6,926.22 538,065.59
50/05  03/01/17 8,241.79 1,173.02 7,068.77 530,996.82
51/05  04/01/17 8,241.79 1,281.79 6,960.00 524,036.82
52/05  05/01/17 8,241.79 1,224.13 7,017.66 517,019.16
53/05  06/01/17 8,241.79 1,248.05 6,993.74 510,025.42
54/05  07/01/17 8,241.79 1,191.40 7,050.39 502,975.03
55/05  08/01/17 8,241.79 1,214.14 7,027.65 495,947.38
56/05  09/01/17 8,241.79 1,197.18 7,044.61 488,902.77
57/05 10/01/17 8,241.79 1,142.06 7,099.73 481,803.04
58/05 11/01/17 8,241.79 1,163.04 7,078.75 474,724.29
59/05 12/01/17 8,241.79 1,108.94 7,132.85 467,591.44
v-T-D 2017  12/31/17 98,901.48 14,591.56 84,309.91
rRunning  12/31/17 486,265.61 93,857.05 392,408.56
60/05 01/01/18 8,241.79 1,128.73 7,113.06 460,478.38
61/06 02/01/18 8,241.79 1,111.56 7,130.23 453,348.15
62/06  03/01/18 8,241.79 988.33 7,253.46 446,094.69
63/06  04/01/18 8,241.79 1,076.84 7,164.95 438,929.74
64/06 05/01/18 8,241.79 1,025.33 7,216.46 431,713.28
65/06 06/01/18 8,241.79 1,042.12 7,199.67 424,513.61
66/06  07/01/18 8,241.79 991.65 7,250.14 417,263.47
67/06  08/01/18 8,241.79 1,007.24 7,234.55 410,028.92
68/06  09/01/18 8,241.79 989.78 7,252.01 402,776.91
69/06  10/01/18 8,241.79 940.87 7,300.92 395,475.99
70/06  11/01/18 8,241.79 954.65 7,287.14 388,188.85
71/06  12/01/18 8,241.79 906.80 7,334.99 380,853.86
v-T-D 2018  12/31/18 98,901.48 12,163.90 86,737.58
Running 12/31/18 585,167.09 106,020.95 479,146.14
72/06  01/01/19 8,241.79 919.35 7,322.44 373,531.42
73/07  02/01/19 8,241.79 901.68 7,340.11 366,191.31
74/07  03/01/19 8,241.79 798.32 7,443.47 358,747.84
75/07  04/01/19 8,241.79 865.99 7,375.80 351,372.04
76/07  05/01/19 8,241.79 820.79 7,421.00 343,951.04
77/07  06/01/19 8,241.79 830.27 7,411.52 336,539.52
78/07  07/01/19 8,241.79 786.15 7,455.64 329,083.88
79/07 08/01/19 8,241.79 794.38 7,447.41 321,636.47
80/07 09/01/19 8,241.79 776.41 7,465.38 314,171.09
81/07 10/01/19 8,241.79 733.89 7,507.90 306,663.19
82/07 11/01/19 8,241.79 740.26 7,501.53 299,161.66
83/07  12/01/19 8,241.79 698.83 7,542.96 291,618.70
y-T-D 2019  12/31/19 98,901.48 9,666.32 89,235.16
Running  12/31/19 684,068.57 115,687.27 568,381.30
84/07 01/01/20 8,241.79 703.95 7,537.84 284,080.86
85/08 02/01/20 8,241.79 685.75 7,556.04 276,524.82
86/08  03/01/20 8,241.79 624.40 7,617.39 268,907.43
87/08  04/01/20 8,241.79 649.12 7,592.67 261,314.76
88/08 05/01/20 8,241.79 610.42 7,631.37 253,683.39
89/08 06/01/20 8,241.79 612.37 7,629.42 246,053.97
90/08 07/01/20 8,241.79 574.77 7,667.02 238,386.95
91/08 08/01/20 8,241.79 575.45 7,666.34 230,720.61
92/08 09/01/20 8,241.79 556.94 7,684.85 223,035.76
93/08 10/01/20 8,241.79 521.00 7,720.79 215,314.97
94/08 11/01/20 8,241.79 519.75 7,722.04 207,592.93
95/08  12/01/20 8,241.79 484.93 7,756.86 199,836.07
Y-T-D 2020  12/31/20 98,901.48 7,118.85 91,782.62
Running  12/31/20 782,970.05 122,806.12 660,163.93
96/08 01/01/21 8,241.79 482.39 7,759.40 192,076.67
97/09  02/01/21 8,241.79 463.66 7,778.13 184,298.54
98/09  03/01/21 8,241.79 401.78 7,840.01 176,458.53
99/09  04/01/21 8,241.79 425.96 7,815.83 168,642.70
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100/09  05/01/21 8,241.79 393.94 7,847.85 160,794.85
101/09  06/01/21 8,241.79 388.15 7,853.64 152,941.21
102/09  07/01/21 8,241.79 357.27 7,884.52 145,056.69
103/09  08/01/21 8,241.79 350.16 7,891.63 137,165.06
104/09  09/01/21 8,241.79 331.11 7,910.68 129,254.38
105/09  10/01/21 8,241.79 301.93 7,939.86 121,314.52
106/09  11/01/21 8,241.79 292.84 7,948.95 113,365.57
107/09  12/01/21 8,241.79 264.82 7,976.97 105,388.60
y-T-D 2021  12/31/21 98,901.48 4,454.00 94,447 .47
Running  12/31/21 881,871.53 127,260.13 754,611.40
108/09  01/01/22 8,241.79 254.40 7,987.39 97,401.21
109/10 02/01/22 8,241.79 235.12 8,006.67 89,394.54
110/10  03/01/22 8,241.79 194.89 8,046.90 81,347.64
111/10  04/01/22 8,241.79 196.37 8,045.42 73,302.22
112/10  05/01/22 8,241.79 171.23 8,070.56 65,231.66
113/10 06/01/22 8,241.79 157.46 8,084.33 57,147.33
114710  07/01/22 8,241.79 133.49 8,108.30 49,039.03
115/10 08/01/22 8,241.79 118.38 8,123.41 40,915.62
116/10  09/01/22 8,241.79 98.77 8,143.02 32,772.60
117/10  10/01/22 8,241.79 76.56 8,165.23 24,607.37
118/10  11/01/22 8,241.79 59.40 8,182.39 16,424.98
119/10  12/01/22 8,241.79 38.37 8,203.42 8,221.56
y-T-D 2022  12/31/22 98,901.48 1,734.44 97,167.04
Running  12/31/22 980,773.01 128,994.57 851,778.44
120/10  01/01/23 8,241.41 19.85 8,221.56 0.00
Y-T-D 2023 12/31/23 8,241.41 19.85 8,221.56
Running  12/31/23 989,014.42 129,014.42 860,000.00

This loan is using the normal amortizing method.
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Bullock Pen Water Uistrict

Refunding of Kentucky Rural Water Corporation Loan - Series 2001 C
& 1978 Rural Development Bonds

Debt Service Comparison

Net New Old Net
Date Debt Service Debt Service
12/31/2013 90,659.69 130,723.75
12/31/2014 98,901.48 129,411.25
12/31/2015 98,901.48 127,948.75
12/31/2016 98,901.48 131,207.50
12/31/2017 98,901.48 129,142.50
12/31/2018 98,901.48 127,857.50
12/31/2019 98,901.48 54,211.25
12/31/2020 98,901.48 52,303.75
12/31/2021 98,901.48 50,396.25
12/31/2022 98,901.48 53,352.50
12/31/2023 8,241.41 51,172.50
12/31/2024 0.00 53,856.25
12/31/2025 0.00 51,403.75
12/31/2026 0.00 48,951.25
12/31/2027 0.00 51,362.50
Total 989,014.42 1,243,301.25

Less Debt Ser Funds Used to Reduce Amt Borrowed
Less Closing Costs

Savings

Sources of Funds
Principal Amount of New Loan
Transfers from Prior Issue Debt Service Fund

Total Sources

Uses of Funds

Costs of Issuance

Deposit to Current Refunding Fund
Rounding Amount

Total Uses

Savings

40,064.06
30,509.77
29,047.27
32,306.02
30,241.02
28,956.02
-44,690.23
-46,597.73
-48,505.23
-45,548.98
42,931.09
53,856.25
51,403.75
48,951.25
51,362.50

254,286.83
-113,734.22
-10,000.00

Present Value

of Cash Flow
Savings at
2.8% Loan

Interest Rate

206,400.31
-113,734.22
-10,000.00

130,552.61

82,666.09

6,754.01

860,000.00

113,734.22

973,734.22

10,000.00
956,980.21

973,734.22



EXHIBIT “5”



RESOLUTION NO.

A RESOLUTION OF THE BULLOCK PEN WATER DISTRICT,
AUTHORIZING THE AUTHORIZING THE EXECUTION AND DELIVERY
OF A LEASE FINANCE AGREEMENT IN AN AGGREGATE PRINCIPAL
AMOUNT NOT TO EXCEED $860,000, SUBJECT TO APPROVAL BY THE
PUBLIC SERVICE COMMISSION OF THE COMMONWEALTH OF
KENTUCKY, TO PROVIDE FUNDS TO CURRENTLY REFUND THE
OUTSTANDING (I) BULLOCK PEN WATER DISTRICT WATERWORKS
REVENUE BONDS OF 1978 AND (II) ASSISTANCE AGREEMENT DATED
AS OF MAY 1, 2002 BETWEEN THE KENTUCKY RURAL WATER
FINANCE CORPORATION AND THE BULLOCK PEN WATER DISTRICT,
THE PROCEEDS OF WHICH WERE EACH USED TO FINANCE THE
CONSTRUCTION OF IMPROVEMENTS TO THE DISTRICT’S
WATERWORKS SYSTEM; PROVIDING FOR THE TERMS AND
CONDITIONS UPON WHICH SAID LEASE IS TO BE EXECUTED;
SETTING FORTH THE TERMS AND CONDITIONS UPON WHICH THE
DISTRICT'S WATERWORKS SYSTEM SHALL CONTINUE TO BE
OPERATED; AND AUTHORIZING CERTAIN OTHER ACTIONS IN
CONNECTION WITH THE EXECUTION OF SAID LEASE.
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RESOLUTION NO.

A RESOLUTION OF THE BULLOCK PEN WATER DISTRICT,
AUTHORIZING THE AUTHORIZING THE EXECUTION AND DELIVERY
OF A LEASE FINANCE AGREEMENT IN AN AGGREGATE PRINCIPAL
AMOUNT NOT TO EXCEED $860,000, SUBJECT TO APPROVAL BY THE
PUBLIC SERVICE COMMISSION OF THE COMMONWEALTH OF
KENTUCKY, TO PROVIDE FUNDS TO CURRENTLY REFUND THE
OUTSTANDING (I) BULLOCK PEN WATER DISTRICT WATERWORKS
REVENUE BONDS OF 1978 AND (II) ASSISTANCE AGREEMENT DATED
AS OF MAY 1, 2002 BETWEEN THE KENTUCKY RURAL WATER
FINANCE CORPORATION AND THE BULLOCK PEN WATER DISTRICT,
THE PROCEEDS OF WHICH WERE EACh USED TO FINANCE THE
CONSTRUCTION OF IMPROVEMENTS TO THE DISTRICT’S
WATERWORKS SYSTEM; PROVIDING FOR THE TERMS AND
CONDITIONS UPON WHICH SAID LEASE IS TO BE EXECUTED;
SETTING FORTH THE TERMS AND CONDITIONS UPON WHICH THE
DISTRICT'S WATERWORKS SYSTEM SHALL CONTINUE TO BE
OPERATED; AND AUTHORIZING CERTAIN OTHER ACTIONS IN
CONNECTION WITH THE EXECUTION OF SAID LEASE.

WHEREAS, it is permitted and provided by Chapter 74 of the Kentucky Revised Statutes
that the Bullock Pen Water District (the "District") may own and operate a waterworks system
(the "System™) and obligations payable from revenues of said System may be issued for the
purpose of constructing improvements thereto; and

WHEREAS, it is permitted and provided by Chapter 65.940 et. seq. of the Kentucky
Revised Statutes (the "Leasing Act") that the District may finance and refinance improvements to
the System through a lease agreement payable from revenues of said System; and

WHEREAS, the District heretofore issued its Waterworks Revenue Bonds of 1978 (the
"Prior 1978 Obligations") to finance improvements to the System; and

WHEREAS, the District further heretofore entered into an Assistance Agreement dated
as of May 1, 2002 with the Kentucky Rural Water Finance Corporation (the "Prior KRWFC
Loan,” and together with the Prior 1978 Obligations, the "Prior Obligations") to finance
improvements to the System; and

WHEREAS, the District has determined it is necessary and desirable to refund the Prior
Obligations in order to achieve debt service savings; and

WHEREAS, to accomplish the foregoing, and in accordance with the provisions of the
Leasing Act, it is necessary and desirable that the District execute a Lease Finance Agreement, to
be dated as of the date of its execution and delivery (the "Lease"), with The Bank of Kentucky,
Inc. (the "Lessor™) in an aggregate principal amount not to exceed $860,000, subject to approval
by the Public Service Commission of the Commonwealth of Kentucky; and

WHEREAS, in connection with the retirement of the Prior Obligations and the execution
and delivery of the Lease, it is necessary for the District to establish the terms and conditions
upon which the System will continue be operated for the protection of the Lessor and the holders



from time to time of any bonds or other obligations heretofore or hereinafter issued to finance
additional improvements to the System.

NOW, THEREFORE, BE IT AND IT IS HEREBY RESOLVED BY THE BOARD OF
COMMISSIONERS OF BULLOCK PEN WATER DISTRICT, AS FOLLOWS:

SECTION 1. Definitions. As used in this Resolution, unless the context requires
otherwise:

"Additional Debt" means debt issued in the future payable from the income and revenues
of the System which may or may not rank on the basis of parity as to security and source of
payment with the Lease.

"Annual Budget" means the District's budget for a fiscal year required to be prepared
pursuant to Section 10(E) hereof.

"Board of Commissioners" means the governing body of the District.

"Bondholder," "Bond Owner," "Holder" or "Person" means the registered owners of fully
registered debt at any time issued and outstanding hereunder, or any portion thereof.

"Cost of Issuance Fund" means the Bullock Pen Water District Cost of Issuance Fund
established under the provisions of this Resolution for the purpose of accounting for the
disbursements of costs of issuance of the Lease from the proceeds of the Lease.

"Date of Closing" means the date upon which the Lease is delivered to the Lessor.
"Debt" means the Lease and any Additional Debt.

"Depository Bank" means the bank which shall serve as the depository of all of the
various funds created or referred to in this Resolution, provided that with respect to the
Redemption Account, Depository Bank shall mean the Lessor.

"Depreciation Fund" means the Depreciation Fund so designated which was established
and created by the 1978 Bond Legislation and which is to be maintained and continued pursuant
to Section 8(B) hereof.

"District”" means the Bullock Pen Water District.

"Engineer" or "Engineers" means the firm of consulting engineers who have prepared or
will prepare the plans and specifications for the Construction Project and who will supervise the
construction thereof.

"FDIC" means the Federal Deposit Insurance Corporation.

"Independent Consulting Engineer" means an independent consulting engineer or firm of
engineers of recognized excellent reputation in the field of water or natural gas system
engineering, as the case may be, and such definition includes the Engineers provided for above.



"Inferior Debt" means Debt issued in accordance with Section 9(B) hereof and made
expressly subordinate, as to security and source of payment, with the Lease and any Parity Debt.

"Investment Obligations" means:

(a) Obligations of the United States and of its agencies and instrumentalities,
including obligations subject to repurchase agreements, if delivery of these obligations subject to
repurchase agreements is taken either directly or through an authorized custodian. These
investments may be accomplished through repurchase agreements reached with sources
including, but not limited to, national or state banks chartered in Kentucky;

(b) Obligations and contracts for future delivery or purchase of obligations backed by
the full faith and credit of the United States or a United States governmental agency, including
but not limited to:

United States Treasury;

Export-Import Bank of the United States;
Farmers Home Administration;

Government National Mortgage Corporation; and
Merchant Marine bonds;
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(c) Obligations of any corporation of the United States government, including but not
limited to:

Federal Home Loan Mortgage Corporation;
Federal Farm Credit Banks;

Bank for Cooperatives;

Federal Intermediate Credit Banks;

Federal Land Banks;

Federal Home Loan Banks;

Federal National Mortgage Association; and
Tennessee Valley Authority;
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(d) Certificates of deposit issued by or other interest-bearing accounts of any bank or
savings and loan institution which are insured by the Federal Deposit Insurance Corporation or
similar entity or which are collateralized, to the extent uninsured, by any obligations permitted
by KRS 41.240(d);

(e) Uncollateralized certificates of deposit issued by any bank or savings and loan
institutions rated in one (1) of the three (3) highest categories by a nationally recognized rating
agency;

§)) Bankers' acceptances for banks rated in one (1) of the three (3) highest categories
by a nationally recognized rating agency;

(2) Commercial paper rated in the highest category by a nationally recognized rating
agency;



(h) Bonds or certificates of indebtedness of this state and of its agencies and
instrumentalities;

(1) Securities issued by a state or local government, or any instrumentality of agency
thereof, in the United States, and rated in one (1) of the three highest categories by a nationally
recognized rating agency; and

) Shares of mutual funds, each of which shall have the following characteristics;

1. The mutual fund shall be an open-end diversified investment company
registered under the Federal Investment Company Act of 1940, as
amended;

2. The management company of the investment company shall have been in
operation for at least five (5) years; and

3. All of the securities in the mutual fund shall be eligible investments as

used in this definition.

"KRS" means the Kentucky Revised Statutes.

"Lease" means the Lease Finance Agreement dated as of the date of execution and
delivery thereof between the District and the Lessor in an aggregate principal amount not to
exceed $860,000, which is payable from the income and revenues of the System authorized by
this Resolution.

"Lessor" means The Bank of Kentucky, Inc.

"1978 Bond Legislation" means the resolution of the District adopted On March 29, 1978
authorizing the Prior 1978 Obligations.

"1982 Bond Legislation" means the resolution of the District adopted On July 20, 1982
authorizing the 1982 Obligations.

"1982 Obligations" means the District’s $125,000 Waterworks Revenue Bonds of 1982.

"Operation and Maintenance Costs" means, as of any particular date, the operating and
maintenance expenses of the System and all other expenses of carrying out and administering the
System, and in that regard operating and maintaining the System, and shall include, without
limiting the generality of the foregoing, payments of the principal of, and interest on, Inferior
Debt, salaries, supplies, utilities, mailing, labor, materials, office rent, maintenance, upkeep,
furnishings, equipment, repair of facilities, insurance premiums, legal, accounting, management,
consulting and banking services and expenses.

"Operation and Maintenance Fund" means the fund so designated which was established
and created by the 1978 Bond Legislation and which is to be maintained and continued pursuant
to Section 8(C) hereof.

"Outstanding Obligations" means, collectively, the 1982 Obligations, the 2001G
Obligations, the 2002 Obligations, the 2004 Obligations and the 2005B Obligations.



"Parity Debt" means the Lease, the Outstanding Obligations and any Additional Debt
hereinafter issued and ranking on a parity basis as to security and source of payment with the
Lease and Outstanding Obligations.

"Prior 1978 Obligations" means the District’s $1,330,000 Waterworks Revenue Bonds of
1978.

"Prior KRWFC Loan" means the Assistance Agreement dated as of May 1, 2002, 2002
between the District and the Kentucky Rural Water Finance Corporation in the original principal
amount of $715,000.

"Prior Obligations" means, collectively, the Prior 1978 Obligations and the Prior
KRWFC Loan.

"Prior Projects" means, collectively, the improvements to the System constructed with
the Prior Obligations.

"Redemption Fund" means the Bullock Pen Water District Redemption Fund established
under the provisions of this Resolution for the purpose of accounting for the disbursements for
the redemption of the Prior Obligations from the proceeds of the Lease.

"Revenue Fund" means the fund so designated which was established and created by the
1978 Bond Legislation and which is to be maintained and continued pursuant to Section 8
hereof.

"Revenues" means the totality of all service rates, rentals and charges of any and all types
and varieties imposed, enforced and collected by the District for any services rendered by the
works and facilities of the District which relates to the System, together with other income
received by the District, if any, from any agency of government, both federal and state, as
representing income or operating subsidies, as distinguished from capital grants, to the extent not
otherwise required to be treated and applied.

"Sinking Fund" means the Sinking Fund designated which was established and created by
the 1978 Bond Legislation and which is to be maintained and continued pursuant to Section 8(A)
hereof.

"System" means the waterworks system of the District.

"2001G Obligations" means the Assistance Agreement dated as of July 30, 2003 between
the District and the Kentucky Rural Water Finance Corporation in the original principal amount
of $460,000.

"2002 Obligations" means the Assistance Agreement dated as of July 30, 2003 between
the District and the Kentucky Rural Water Finance Corporation in the original principal amount
of $574,000.

"2004 Obligations" means the Assistance Agreement dated as of October 19, 2004
between the District and the Kentucky Rural Water Finance Corporation in the original principal
amount of $98,000.



"2005B Obligations" means the Assistance Agreement dated as of October 19, 2004
between the District and the Kentucky Rural Water Finance Corporation in the original principal
amount of $290,000.

"U.S. Obligations" means 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.

SECTION 2. Operation of System: Declaration of Period of Usefulness. The District
shall operate the System as a revenue-producing project under the provisions of the Constitution
of Kentucky and Chapter 74 of the Kentucky Revised Statutes.

The District hereby declares that the period of usefulness of the entire System is more
than twenty (20) years from the date of redemption of the Prior Obligations and the execution
and delivery of the Lease.

SECTION 3. Authorization of Lease. It has been heretofore determined by the District
that the total cost of the refunding of the Prior Obligations (including prepayment premiums,
accrued interest, outstanding principal, legal and administrative expense, publication costs and
all necessary and incidental expenses thereto) will not exceed $860,000 and it is necessary that
the District authorize and execute and deliver the Lease in an aggregate principal amount not to
exceed $860,000, for the purpose of financing the costs (not otherwise provided) of currently
refunding the Prior Obligations under the provisions of the Leasing Act. There is hereby
authorized to be executed and delivered the Lease in an aggregate principal amount not to exceed
$860,000, which Lease shall be dated as of the date of its execution and delivery, and shall bear
interest from such date at a rate of 2.80% and shall be executed and delivered substantially in the
form attached hereto as Exhibit A.

Interest and principal on the Lease shall be payable monthly on each monthly anniversary
of the date of execution and delivery of the Lease, commencing on the first monthly anniversary
of the date of execution and delivery of the Lease, in substantially level installments.

The Lease shall mature on the anniversary date which is fifteen years after the date of
execution and delivery of the Lease.

SECTION 4 Provisions for Prepayment of Principal. Principal installments due on the
Lease shall be subject to prepayment, in whole or in part, at any time, upon terms of the principal
amount to be prepaid, plus accrued interest to the date of prepayment but without prepayment
penalty.

In the event the District elects to prepay less than all of the lease, the Lessor and the
District shall amend the payment schedule set forth in the Lease to reflect the correct unpaid
principal balance following the partial prepayment and to provide for substantially level
payments of principal and interest over the then remaining term of the Lease.

Notice of prepayment shall be given by regular United States mail to the Lessor not less
than thirty (30) days prior to the date fixed for prepayment.



All principal payments as to which the District exercises the right of prepayment and as
to which notice shall have been given, and for the prepayment of which, upon the terms
aforesaid, funds are duly provided, shall cease to bear interest on the prepayment date so
designated.

SECTION 5. Lease Payable from System Revenues; Pledge of Revenues. The Lease
and all Parity Debt, together with the interest thereon, shall be payable solely and only out of the
Bullock Pen Water District Sinking Fund, established under the provisions of the 1978 Bond
Legislation, which is ordered continued and maintained pursuant to Section 8 of this Resolution,
and shall be a valid claim of the registered owners thereof only against such Sinking Fund and
the System Revenues pledged thereto in accordance with the provisions of Chapter 74 of the
Kentucky Revised Statutes.

SECTION 6. Form of Lease: Execution Authorized. The Lease referred to herein shall
be in substantially the same form as set form in Exhibit A to this Resolution, with appropriate
insertions, omissions and variations consistent with or as provided or permitted by this
Resolution.

The Lease shall be executed by the manual signature of the Chairman and attested by the
manual signature of the Secretary.

SECTION 7. Delivery of the Lease; Disbursement of Lease Proceeds. There are hereby
established two funds to be held by the Lessor and designated "Bullock Pen Water District
Redemption Fund" (the "Redemption Fund") and "Bullock Pen Water District Cost of Issuance
Fund” (the "Cost of Issuance Fund"). Upon execution and delivery of the Lease, there shall be
deposited to the Redemption Fund from the proceeds of the Lease, the amount necessary to
redeem and retire the Prior Obligations, which amount shall thereupon immediately be applied to
the retirement of the Prior Obligations. The Lessor is hereby authorized and directed to disburse
the moneys in the Redemption Fund for payment of the Prior Obligations without the need for
further action by the District.

The remaining Lease proceeds shall be deposited to the Cost of Issuance Fund and shall
be disbursed to pay fees and expenses incurred in connection with the execution, delivery and
issuance of the Lease, including, without limitation, the fees and expenses of the Lessor, the
Lessee, Lessee's counsel and Special Counsel, all administrative accounting, legal charges and
expenses, and all recording, filing, title examination or insurance, surety bond and other fees.
All requests for disbursements from the Cost of Issuance Fund shall be accompanied by one or
more vouchers in form satisfactory to the Lessor executed by the Chairman of the District
certifying that the amount requested represents a sum due for work performed in connection with
the execution and delivery of the Lease and is eligible for payment by the District from the
proceeds of the Lease herein authorized.

SECTION 8. Disposition of System Revenues. From and after the delivery of the Lease
authorized under the provisions of this Resolution, the said System shall be operated on a fiscal
year basis, commencing January 1 and ending on the immediately succeeding December 31, and
on that basis all income and revenues derived directly or indirectly from the operation of said
System shall be deposited promptly and as received first to the credit of the Revenue Fund
established under the 1978 Bond Legislation, which is hereby directed and ordered to be




continued. Such Revenue Fund shall be held separate and apart from all other funds of the
District and shall be maintained so long as the Lease and any Parity Debt are outstanding and
payment is not provided therefore. The monies so deposited in such Revenue Fund shall be
expended only in the manner and order as provided in the 1978 Bond Legislation and as follows:

(A)  Sinking Fund. The Sinking Fund created and established by the 1978 Bond
Legislation shall continue to be maintained as long as the Lease and any Parity Debt are
outstanding. The District covenants that it will deposit therein from the Revenue Fund such
amounts as are required by the terms of the 1978 Bond Legislation, the Lease and any Parity
Debt, and such sums shall be held and applied by the District as follows:

Beginning with the month following the delivery of the Lease, there shall be transferred
from the Revenue Fund and deposited into the Sinking Fund amounts sufficient to meet the
principal and interest requirements on all Parity Debt and the Lease, on or before the twentieth
day of each month, as follows:

(1) A sum equal to (a) one-sixth (1/6) of the interest on any Parity Debt requiring
semi-annual interest payments, plus (b) the interest installment next due on the Lease and any
Parity Debt requiring monthly interest payments; plus

2) A sum equal to (a) one-twelfth (1/12) of the principal of any Parity Debt requiring
annual principal payments plus (b) the next succeeding principal installment on the Lease and
any Parity Debt requiring monthly principal payments.

If the District for any reason shall fail to make any monthly deposits 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 month or months, which amount shall be in addition to the
monthly deposit(s) otherwise required during such succeeding month or months.

Moneys from time to time in the Sinking Fund may be held in cash, in which event the
same shall be secured (to the extent not insured by FDIC) by a valid pledge of bonds, notes, or
certificates of indebtedness of the United States Government having at all times an equal market
value; or the same may, upon order of the Board of Commissioners, be invested and reinvested
in interest-bearing obligations of, or obligations the principal of and interest on which are
guaranteed by, the United States Government, maturing no later than six months from the date
the investment is made, or the final maturity date of the Lease or Parity Debt issued pursuant to
this Resolution, whichever date is the earlier. Income from any such investments shall be
accumulated in the Sinking Fund, and may be invested in the same manner.

(B)  Depreciation Fund. The Depreciation Fund created and established by the 1978
Bond Legislation shall continue to be maintained as long as the Lease and any Parity Debt are
outstanding. It is hereby required, that following the required transfers set forth in Sections 8 (A)
above, there shall be transferred each month to the Depreciation Fund a sum equal to the
amounts required under the 1978 Bond Legislation or the 1982 Bond Legislation.

Funds in the Depreciation Fund shall be invested and utilized in the manner prescribed by
the 1978 Bond Legislation and 1982 Bond Legislation.



In addition to the monthly transfers to said Depreciation Fund, the proceeds from the sale
of any equipment no longer usable or needed, fees or charges collected from potential customers
to aid in the financing of the cost of further extensions and improvements, and the proceeds from
any property damage insurance, are required to be deposited in the Depreciation Fund and used
only for the purposes for which such fund is established. Monies in the Depreciation Fund shall
be used for making extraordinary maintenance, repairs, renewals, or replacements to the System,
which would be necessary to keep the System in good operating condition, only when there is
not sufficient money included in the annual budget and in the Operation and Maintenance Fund,
or for paying the costs of constructing improvements or extensions to the System which will
either enhance its revenue-producing capacity or provide a higher degree of service.
Notwithstanding anything contained herein to the contrary, moneys on deposit in the
Depreciation Fund shall be available for the principal and interest requirements of the Lease or
any Parity Debt, if for any reason funds are not available in the Sinking Fund sufficient to
prevent a default.

In the event of any withdrawals from the Depreciation Fund the required balance shall be
reestablished from transfers from the Revenue Fund.

(C)  Operation and Maintenance Fund. The Operation and Maintenance Fund created
and established by the 1978 Bond Legislation shall continue to be maintained as long as the
Lease and any Parity Debt are outstanding. So long as the Lease or any Parity Debt remains
outstanding and unpaid, there shall be deposited monthly into the Operation and Maintenance
Fund, from moneys remaining in the Revenue Fund, after making the transfers required by
Subsections (A) and (B) above of this Section 8, sufficient funds so that the balance on deposit in
the Operation and Maintenance Fund shall be sufficient to cover Operation and Maintenance
Costs for the System for a two month period pursuant to the Annual Budget, for which provision
was made in the 1978 Bond Legislation and for which provision is hereinafter made.

(D) Surplus Funds. After the requirements of Subsections (A), (B) and (C) of this
Section 8 have been met, and after payment of debt service on all subordinate obligations, or
provision therefore having been made, surplus Funds shall be transferred to the Depreciation
Fund or to the Sinking Fund for application to the purchase or redemption of Outstanding
Obligations. .

(E)  General Provisions. All payments into the above special funds shall be made on
or before the 20th day of each month, except that when the 20th day of any month shall be a
Sunday or a legal holiday, then such payment shall be made on the next succeeding business day.

All moneys held in any of the above special 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, as defined herein, having a market value equivalent to such deposit
as aforesaid.

The District covenants to the Lessor that it will make no use of the proceeds of such
Lease at any time during the term thereof which, if such use had been reasonably expected on the
date of issue of such Lease, would have caused such Lease to be "arbitrage bonds". Such



covenant shall impose an obligation upon the District to comply with the requirements of § 148
of the Code.

SECTION 9. Additional Debt.

(A)  Parity Debt. So long as this Lease has not been cancelled, Parity Debt shall be
authorized and issued pursuant to the provisions of the 1978 Bond Legislation, the 1982 Bond
Legislation and this Resolution.

The Lease and any Parity Debt authorized to be issued by 1978 Bond Legislation, the
1982 Bond Legislation and this Resolution and from time to time outstanding, shall not be
entitled to priority one over the other in the application of the Revenues or the security for
payment thereof, regardless of the time or times of their issuance it being the intention that there
shall be no priority among the Lease or any such Parity Debt regardless of the fact that they may
be actually issued and delivered at different times.

The District has reserved the right and privilege of issuing Parity Debt from time to time
payable from the Revenues on a basis of parity and equality with the Lease and all other Parity
Debt authorized to be issued by this Resolution in order to (a) reconstruct, repair and improve the
System; (b) make, acquire, construct and install additions, extensions, betterments, or
improvements thereto; (c) acquire existing waterworks or water distribution systems from any
person; and (d) refund any debt outstanding, provided in each instance that:

(1) the facility or facilities to be acquired, constructed, reconstructed or
improved from the proceeds of the Parity Debt is or are made an integral part of the
System and its or their income and revenues are pledged as additional security for all
Parity Debt outstanding, including the Lease;

(i)  the District is in compliance with all covenants and undertakings in
connection with the Lease and all of its Parity Debt then outstanding and payable from
the Revenues; and

(iii)  the net annual net revenues of the System (as described and defined in the
1978 Bond Legislation) for the fiscal year preceding the year in which such Parity Debt is
to be issued are certified in writing by an independent certified public accountant (subject
to adjustments as hereinafter provided) to have been equal to at least 120% of the average
annual debt service requirements on the Lease and all Parity Debt outstanding payable
from the Revenues, together with the Parity Debt then to be issued, calculated on the
basis of the principal and interest on all such Parity Debt being payable in approximately
equal annual installments.

With reference to the requirements of subparagraph (iii) of this Section 9(A), the amount
of Revenues, and the "net annual revenues" of the System, may be adjusted (i) to reflect and take
into account for the historical period being tested, any revision in the schedule of rates, rentals
and charges being actually imposed and billed by the District at the time of issuance of such
Parity Debt, and (ii) an increase in "net annual revenues" to be realized within 12 months of the
completion of improvements being financed with such Parity Debt..
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The District hereby covenants and agrees that in the event Parity Debt is issued, it shall
adjust the monthly deposits into the Sinking Fund to reflect the annual debt service on the Parity
Debt.

Nothing in this Section 9(A) is intended or shall be construed as a restriction upon the
ordinary refunding of the Lease and/or of any Parity Debt which may be outstanding under any
of the provisions of this Resolution if such refunding does not operate to increase amortization
requirements in any year to and including the final maturity of all debt outstanding and not to be
refunded, if any.

The Parity Debt (sometimes herein referred to as "permitted” to be issued) the issuance of
which is herein conditioned and restricted, shall be understood to mean Parity Debt payable from
the Revenues on a basis of parity and equality with the Lease, and shall not be construed to
include other bonds or obligations, the security and source of payment of which are subordinate
and subject to the priority of the Parity Debt authorized to be issued.

(B)  Inferior Debt. Subject to the further limitations set forth in the 1978 Bond
Legislation and 1982 Bond Legislation, the District may issue its bonds or other obligations
payable from the Revenues herein pledged and not ranking on a basis of equality and parity with
the Lease and Parity Debt herein otherwise described ("Inferior Debt"), without any proof of
previous earnings or net revenues, but only if such bonds or other obligations are issued to
provide for additions, betterments, extensions or improvements of the System, and only if the
same are issued in express recognition of the priorities, liens and rights created and existing for
the security and source of payment and protection of the Lease and all Parity Debt herein
authorized and permitted to be issued. In the event any such Inferior Debt is issued, the District
may authorize and issue Inferior Debt to refund same, pursuant to the terms and conditions of
this Section 9(B).

SECTION 10. General Covenants of the District. The District, through adoption of this
Resolution, hereby irrevocably covenants and agrees with the Lessor, so long as the same or any
part thereof remains outstanding and unpaid:

(A) It will faithfully and punctually perform all duties with reference to said System
required by the Constitution and laws of the Commonwealth of Kentucky and by the terms and
provisions of this Resolution.

(B) It will at all times operate said System on a revenue-producing basis and will
permit no free services to be rendered or afforded thereby to any person, firm or corporation.

(C) It will maintain the said System in good condition through application of revenues
accumulated and set aside for operation and maintenance, as herein provided, and will make
renewals and replacements, as the same may be required, through application of revenues
accumulated and set aside into the Depreciation Fund.

(D) It will not sell, mortgage, pledge, lease or in any manner dispose of the said
System, or any extensions, improvements or additions which may be made thereto, or the
revenues thereof, except as expressly permitted here
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(E) It will establish, enforce and collect rates and charges for services rendered and
facilities afforded by said System, and the same shall be reasonable and just, taking into account
And consideration the cost had value of the System, the costs of operating the same and
maintaining it in good state of repair, proper and necessary allowances for depreciation and for
additions and extensions, and the amounts necessary for the orderly retirement of all Debt and
the Lease herein authorized, and the accruing interest thereon and the accumulation of reserves
as herein provided, and such rates and charges shall be adequate to meet all such requirements as
provided in this Resolution and shall, if necessary, be adjusted from time to time in order to
comply herewith.

On or before the delivery of the Lease, the District will adopt a budget of Current
Expenses for the System for the remainder of the current fiscal year of the System, and
thereafter, on or before the first day of each fiscal year so long as any bonds are outstanding it
will adopt an Annual Budget of Current Expenses for the ensuing fiscal year and will file a copy
of each such Budget and of any amendments thereto in the Office of the Secretary and furnish
copies thereof to the holder of any Debt upon request. The term "Current Expenses," as used
herein, includes all reasonable and necessary costs of operating repairing, maintaining and
insuring the System, but shall exclude any allowance for depreciation, payments into the
Depreciation Fund for extensions, improvements and extraordinary repairs and maintenance and
payments into the Sinking Fund. The District covenants that the Current Expenses incurred in
any year will not exceed the reasonable and necessary amounts therefor, and that it will not
expend any amount or incur any obligations for operation, maintenance, and repairs in excess of
the amounts provided for Current Expenses in the Annual Budget, except upon order duly
adopted by the Board of Commissioners of the District determining that such expenses are
necessary in order to operate and maintain the System. At the same time and in like manner the
District agrees that it will prepare an estimate of gross revenues to be derived from operation of
the System for each fiscal year and, to the extent that said gross revenues are insufficient to
provide for all payments required to be made under Section 8 hereof during such ensuing fiscal
year, it will revise its rates and charges for services rendered by the System so that the same will
be adequate to meet all of such requirements.

(F) It will maintain the rates and charges for the services furnished by such System
which are in effect at the time of the delivery of the Lease herein authorized, and which shall not
be reduced unless an independent, recognized and reputable Independent Consulting Engineer or
Certified Public Accountant not in the regular employ of the District gives and files in the office
of the Secretary a statement, based upon a complete examination of the records of such System,
certifying in facts and figures that any proposed rate reduction will still maintain current debt
service requirements, depreciation requirements, operation and maintenance requirements and
their several reserves, and provided those requirements and reserves have been accumulated to
the maximum accumulation required by Section 8 of this Resolution. Such statement shall set
forth facts and figures which will support the conclusion reached.

(G) It will at all times segregate the revenues of the System from all other revenues,
monies and funds of the District and will promptly and regularly make application and
distribution thereof into the special funds provided in this Resolution in the manner and with due
regard for the priorities herein attributed thereto.
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(H) It will keep proper books of record and account separate and clearly
distinguishable from all other municipal records and accounts, showing complete and correct
entries, of all transactions relating to said System, and the same shall be available and open to
inspection by any Holder and the Lessor, and any agent or representative of a Holder or the
Lessor. Additionally, if requested to do so by the Lessor, said District will furnish to such Lessor
a monthly statement of income and expenses of the System in reasonable detail and showing all
transfers to the special funds referred to in Section 8 hereof.

(H It will, within one hundred eighty (180) days after the end of each fiscal year,
cause an audit to be made of the books of record and account pertinent to the System, by an
independent state-licensed accountant not in the employ of the District on a monthly salary basis,
showing all receipts and disbursements, with comments of the auditor concerning whether the
books and records are being kept in compliance with this Resolution and in accordance with
recognized accounting practices, and will promptly cause a copy of the audit report to be filed in
the Office of the Secretary where it will-be available for public inspection, and will promptly
mail a copy thereof to the Lessor. If requested to do so, the District will furnish to any Holder
and the Lessor a condensed form of the Balance Sheet and a condensed form of the Operating
Report, in reasonable detail. All expenses incurred in causing such audits to be made, and copies
distributed, shall constitute proper expenses of operating and maintaining the System, and may
be paid from revenues allocated for such purposes, as herein provided.

@) Any holder of Parity Debt and the Lessor, may either at law or in equity, by suit,
action, mandamus or other proceedings, enforce and compel performance by said District and its
officers and agents of all entities imposed or required by law or this Resolution in connection
with the operation of said System, including the making and collecting of sufficient rates and
segregation of the revenues and application thereof.

(K)  If there be any default in the payment of the principal of or interest on any of said
Parity Debt or the Lease, then upon the filing of suit by any holder of said Parity Debt or Lease,
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 any bonds or obligations outstanding against said System, and for the payment of current
expenses, and to apply the revenues in conformity with this Resolution and the provisions of said
statutory laws of Kentucky aforesaid.

L) The District will cause each officer or other person (other than depository banks)
having custody of any monies administered under the provisions of this Resolution to be bonded
at all times in an amount at least equal to the maximum amount of such monies in his custody at
any time, each such bond to have surety given by a surety corporation qualified to do business in
Kentucky and approved by the Board of Commissioners, and the premiums for such surety shall
constitute a proper expense of operating the System, and may be paid from monies available in
the Operation and Maintenance Fund.

SECTION 11. Lessor's Right to Enforce Covenants. The Lessor, either at law or in
equity, by suit, action, mandamus or other proceedings, enforce and compel performance by said
District and its officers and agents of all duties imposed or required by law or this Resolution in
connection with the operation of said System, including the making and collection of sufficient
rates and segregation of the income and revenues and the application thereof.
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If there be any default in the payment of the principal of or interest on the Lease or any
Parity Debt, then upon the filing of suit by the Lessor or the Holders of not less than 25% of the
outstanding principal amount of any Parity Debt, any court having jurisdiction of the action may
appoint a receiver to administer the said System on behalf of the District, with power to charge
and collect rates sufficient to provide for the payment of any bonds or obligations outstanding
against such system and for the payment of operating expenses and to apply the income and
revenue in conformity with this Resolution and with the provisions of Chapter 74 of the
Kentucky Revised Statutes. Reasonable attorneys' fees and court costs incurred by any
bondholder or bondholders in connection with the appointment of such receiver shall be a proper
charge and shall be payable out of the income and revenues from the properties securing the
Lease herein authorized.

SECTION 12. Insurance.

(A) Fire and Extended Coverage. If and to the extent that the System includes
structures above ground level (including equipment and machinery but not including elevated
tanks and non-combustible materials) the District shall, upon the execution and delivery of the
Lease 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.

The foregoing fire and extended coverage insurance shall be maintained so long as any of
the Lease is 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 District shall
promptly arrange for the application of the insurance proceeds for the repair or reconstruction of
the facilities so damaged or destroyed portion.

(B) Liability Insurance on Facilities. Upon the delivery of the Lease, the District shall, if
such insurance is not already in force, procure and maintain, so long as the Lease are outstanding
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 $500,000 for more than one person involved in one
accident, to protect the District from claims for bodily injury and/or death, and not less than
$100,000 from claims for damage to property of others which may arise from the District's
operation of the System and any other facilities constituting a portion of the System.

(C) Vehicle Liability Insurance. If and to the extent that the District owns or operates
vehicles in the operation of the System, upon receipt of the proceeds of the Lease, the District
shall, if such insurance is not already in force, procure and maintain, so long as the Lease are
outstanding vehicular public liability insurance with limits of not less than $200,000 for one
person and $500,000 for more than one person involved in one accident, to protect the District
from claims for bodily injury and/or death, and not less than $100,000 against claims for damage
to property of others which may arise from the operation of such vehicles by the District.

(D) Workmen's Compensation. The District will carry suitable Workmen's
Compensation coverage as required by the laws of the Commonwealth of Kentucky.
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SECTION 13. Contractual Nature of Resolution. The provisions of this Resolution shall
constitute a contract between the District and the Lessor; and after the delivery of the Lease no
change, variation or alteration of any kind in the provisions of this Resolution shall be made in
any manner except as herein provided until such time as the Lease and the interest thereon have
been paid or provided for in full; provided the District may enact other resolutions 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, subject to the condition that this Resolution shall not be so modified in any manner that
may adversely affect the rights of the Lessor.

SECTION 14. Designation as Qualified Tax-Exempt Obligation. The District hereby
specifically designates the Lease as a "qualified tax-exempt obligation" for purposes of Section
265(b)(3) of the Internal Revenue Code of 1986 (the "Code"). The District hereby represents
that the District reasonably anticipates that it will not issue in calendar year 2012 or 2013,
"qualified tax-exempt obligations" in an amount greater than $10,000,000.

SECTION 15. Expectation Regarding the Lease. The District, by the adoption of this
Resolution, certifies that it does not reasonably anticipate that less than 95% of the proceeds of
the Lease will be used for "local government activities" of the District.

SECTION 16. 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.

SECTION 17. Repeal of Inconsistent Provisions. All resolutions and orders, or parts
thereof, in conflict with the provisions of this resolution are, to the extent of such conflict, hereby
repealed.

SECTION 18. Effective Date of Resolution. This Resolution shall take effect from and
after its passage; as provided by law.

Passed and Adopted on November 20, 2012.
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LEASE FINANCE AGREEMENT

This Lease Finance Agreement ("Lease"), made and entered into as of this 1st day of
January, 2013, by and between THE BANK OF KENTUCKY, INC., a Kentucky banking
corporation organized and existing under the laws of the Commonwealth of Kentucky
("Lessor™), and the BULLOCK PEN WATER DISTRICT, a water district and political
subdivision of the Commonwealth of Kentucky, organized and existing under and by virtue of
the laws of the Commonwealth of Kentucky (the "Lessee").

WITNESSETH:

WHEREAS, the purpose of this Lease is to provide funds to currently refund (i) the
District’s outstanding Waterworks Revenue Bonds of 1978 (the "Prior 1978 Obligations") and
(ii) a certain Assistance Agreement dated as of May 1, 2002 between the Kentucky Rural Water
Finance Corporation and the District (the "Prior KRWFC Loan," and together with the Prior
1978 Obligations, the "Prior Obligations"), issued to finance improvements to the Lessee’s
waterworks system (the "System"), all of which is located within the boundaries of the Lessee
and is more specifically identified in Exhibit A hereto (the "Leased Facilities"); and

WHEREAS, in conjunction with the refinancing of the Prior Obligations, the Lessor
wishes to lease to the Lessee, and the Lessee wishes to lease from Lessor, such Leased Facilities,
subject to the terms and conditions set forth in this Lease; and

WHEREAS, the Lessee has heretofore obtained the approval of the Public Service
Commission of the Commonwealth of Kentucky (the "PSC") for the refinancing of the Leased
Facilities; and

WHEREAS, pursuant to the resolution adopted by the Lessee on November 20, 2012,
(the "Resolution"), Lessor and Lessee intend that the Lease rank on a parity with the Lessee’s
Outstanding Obligations (as defined in the Resolution) and that the Lessee may issue obligations
ranking on a parity with this Lease subject to, and in accordance with, the provisions of this
Lease and the Resolution;

NOW THEREFORE, in consideration of the rent to be paid hereunder and the covenants
and agreements contained herein, it is agreed by and between the parties as follows:

SECTION 1. Certain Defined Terms and References. (a) In addition to the terms defined
elsewhere in this Lease, the following terms have the meanings given below unless the context
clearly requires otherwise:

"Additional Rent" means the payments required to be made pursuant to Section 7 in
addition to the Base Rent.

"Authorized Officer,”" when used:

(1) With respect to Lessee, means the Board of
Commissioners of the Lessee or any officer of Lessee who is
designated in writing by the Lessee as an Authorized Officer for
the purposes of this Lease.



(i)  With respect to Lessor, means any officer of Lessor
who is designated in writing by the Lessor's Board of Directors as
an Authorized Officer for purposes of this Lease.

"Board of Commissioners" means the Board of Commissioners of the Lessee.

"Closing Date" means the date on which the Lease is executed and delivered by the
Lessor and the Lessee.

"Cost of Issuance Fund" means the Cost of Issuance Fund established pursuant to Section
4 of this Lease.

"Event of Default" means any Event of Default described in Section 21.
"Final Maturity Date" means January 1, 2023.

"Independent Counsel" means any attorney or attorneys duly admitted to practice law
before the highest court of any state and not an officer or full time employee of Lessor or Lessee
and who is not reasonably objected to by the Purchaser.

"Lease" means this Lease Finance Agreement, as the same may be amended or
supplemented from time to time.

"Lease Payment Account” means the Lease Payment Account to receive Lease Payments.

"Lease Payment Date" means February 1, 2013, and the first day of each month
thereafter, through and including January 1, 2023.

"Lease Payments" means the sum of the Base Rent and Additional Rent due at or during
a stated time.

"Lease Term" means, the term of the Lease, commencing on the date of execution of the
Lease through and including the earlier of the date the Lessee exercises its option to purchase or
the end of the Final Maturity Date.

"Leased Facilities" means the facilities described in Exhibit A and any replacements or
additions thereto permitted under the provisions of Section 13 hereof.

"Lessee" or "District" means the Bullock Pen Water District, a water district and political
subdivision of the Commonwealth of Kentucky.

"Lessor" means The Bank of Kentucky, Inc., and any successor.
"Permitted Investments" means:

(a) Obligations of the United States and of its agencies and instrumentalities,
including obligations subject to repurchase agreements, if delivery of these obligations subject to
repurchase agreements is taken either directly or through an authorized custodian. These
investments may be accomplished through repurchase agreements reached with sources
including, but not limited to, national or state banks chartered in Kentucky;



(b) Obligations and contracts for future delivery or purchase of obligations backed by
the full faith and credit of the United States or a United States governmental agency, including
but not limited to:

United States Treasury;

Export-Import Bank of the United States;
Farmers Home Administration;

Government National Mortgage Corporation; and
Merchant Marine bonds;

bRl

() Obligations of any corporation of the United States government, including but not
limited to:

Federal Home Loan Mortgage Corporation;
Federal Farm Credit Banks;

Bank for Cooperatives;

Federal Intermediate Credit Banks;

Federal Land Banks;

Federal Home Loan Banks;

Federal National Mortgage Association; and
Tennessee Valley Authority;

i A bl Sl

(d) Certificates of deposit issued by or other interest-bearing accounts of any bank or
savings and loan institution which are insured by the Federal Deposit Insurance Corporation or
similar entity or which are collateralized, to the extent uninsured, by any obligations permitted
by KRS 41.240(d);

(e) Uncollateralized certificates of deposit issued by any bank or savings and loan
institutions rated in one (1) of the three (3) highest categories by a nationally recognized rating
agency;

® Bankers' acceptances for banks rated in one (1) of the three (3) highest categories
by a nationally recognized rating agency;

(g) Commercial paper rated in the highest category by a nationally recognized rating
agency;

(h) Bonds or certificates of indebtedness of this state and of its agencies and
instrumentalities;

(1) Securities issued by a state or local government, or any instrumentality of agency
thereof, in the United States, and rated in one (1) of the three highest categories by a nationally
recognized rating agency; and

€) 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
amended;



2. The management company of the investment company shall have been in
operation for at least five (5) years; and

3. All of the securities in the mutual fund shall be eligible investments as
used in this definition.

"Prior 1978 Obligations" means the District’s $1,330,000 Waterworks Revenue Bonds of
1978.

"Prior KRWFC Loan" means the Assistance Agreement dated as of May 1, 2002, 2002
between the District and the Kentucky Rural Water Finance Corporation in the original principal
amount of $715,000.

"Prior Obligations" means, collectively, the Prior 1978 Obligations and the Prior
KRWEFC Loan.

"Purchase Price" means, as of any Purchase Price Date, the amount set forth in Exhibit C,
which Lessee may pay to Lessor to purchase the Leased Facilities.

"Purchase Price Date" means the applicable date referred to in Exhibit C on which Lessee
may purchase the Leased Facilities by payment of the applicable Purchase Price to Lessor.

"Redemption Fund" means the Redemption Fund established pursuant to Section 4 of this
Lease.

"Resolution" means the resolution of the Lessee adopted on October 18, 2012 authorizing
the execution and delivery of the Lease.

"Special Counsel" means Peck, Shaffer & Williams, Covington, Kentucky.
"State" means the Commonwealth of Kentucky.
"System" means the Lessee's waterworks system.

(b) References to sections or exhibits, unless otherwise indicated, are to sections of or
exhibits to this Lease.

SECTION 2. Assignment of Warranties. LESSOR MAKES NO WARRANTY OR
REPRESENTATION AS TO THE TITLE, VALUE, DESIGN, CONDITION, FITNESS FOR
PARTICULAR PURPOSE OR USE WITH RESPECT TO THE LEASED FACILITIES and the
Lessor assigns to Lessee during the Lease Term, all warranties, including contractors' warranties,
if any, express or implied with respect to the Leased Facilities. That assignment shall include an
authorization to Lessee to obtain the customary services furnished in connection with those
warranties, at Lessee's expense.

Unless and only to the extent otherwise expressly provided in this Lease, this Lease shall
not modify, affect or supersede the respective liabilities, obligations, rights, duties and
responsibilities of the Lessee under any contracts it may have with respect to the construction,
reconstruction, or repair of the Leased Facilities.



SECTION 3. Lease of Leased Facilities. Lessee hereby demises, leases and lets to Lessor,
and Lessor rents, leases and hires from Lessee, the Leased Facilities for the Lease Term. Lessor
hereby demises, leases and lets back to Lessee, and Lessee rents, leases and hires back from
Lessor, the Leased Facilities in accordance with the provisions of this Lease, to have and to hold
for the Lease Term. All leasehold rights granted to Lessee by Lessor under this Lease shall vest
in Lessee, without any further action on the part of Lessor.

SECTION 4. Disbursements of Proceeds of Lease. There are hereby established two
funds to be held by the Lessor and designated "Bullock Pen Water District - Redemption Fund"
(the "Redemption Fund") and "Bullock Pen Water District - Cost of Issuance Fund" (the "Cost of
Issuance Fund"). Upon execution and delivery of this Lease, there shall be deposited to the
Redemption Fund from the proceeds of this Lease, an amount equal to § , of which
i $ shall immediately be transferred to the Kentucky Rural Water Finance
Corporation and applied to the retirement in full of the Prior KRWFC Loan on
, and (i1) $ shall immediately be transferred to the trustee or
paying agent for the Prior 1978 Obligations and applied to the redemption and retirement in full
of the Prior 1978 Obligations on . The Lessor is hereby authorized and
directed to disburse the moneys in the Redemption Fund for payment of the Prior Obligations:

The remaining Lease proceeds shall be deposited to the Cost of Issuance Fund hereby
created and shall be disbursed to pay fees and expenses incurred in connection with the
execution, delivery and issuance of the Lease, including, without limitation, the fees and
expenses of the Lessor, the Paying Agent, the Lessee, Lessee's counsel and Special Counsel, all
administrative accounting, legal charges and expenses, and all recording, filing, title examination
or insurance, surety bond and other fees. The Lessor is hereby authorized and directed to
disburse such sum to Peck, Shaffer & Williams LLP upon receipt of a statement from such firm
addressed to the Lessee requesting payment for services rendered in connection with the Lease.

SECTION 5. Acceptance of Leased Facilities. The Lessee acknowledges its acceptance
of the Leased Facilities in good condition.

SECTION 6. Term. The term of this Lease shall commence on the date of execution of
this Lease and will terminate on January 1, 2023, unless sooner terminated in accordance with
the provisions hereof.

SECTION 7. Rent and Security. (a) Lessee agrees to pay to Lessor during the Lease
Term the Lease Payments, including the interest components thereof, equal to the amounts
provided below in this Section. The Lease Payments during the Lease Term will be absolute and
unconditional in all events and will not be subject to any set-off, defense, counterclaim or
recoupment for any reason whatsoever, including destruction of the Leased Facilities.

(b) Lessee agrees to pay as Base Rent directly to the Lessor the following amounts:

6)) Lessee agrees to pay the Base Rent specified in
Exhibit B. Each payment shall be applied first to payment of the
interest component of the respective Base Rent; provided,
however, Lessee may make advance payments of principal
components of Base Rent, provided that the Lessee is not in arrears
with respect to any payment due hereunder.



(c) Lessee agrees to pay to the Lessor the following amounts as Additional Rent:

)] Lessee represents that no charges or taxes (local,
State or federal) are currently imposed on the ownership, leasing,
rental, sale, purchase, possession or use of the Leased Facilities,
exclusive of taxes on or measured by Lessor's income, and
acknowledges that no provision has been made for the inclusion of
any such charges or taxes in the Base Rent. If during the Lease
Term, the ownership, leasing, rental, sale, purchase, possession or
use of the Leased Facilities shall result in the imposition on Lessor
of any charges or taxes (local, State or federal), exclusive of taxes
on or measured by Lessor's income, Lessee shall promptly pay to
Lessor, upon receipt from Lessor of a statement therefor, as
Additional Rent an amount equal to those charges and taxes
imposed on Lessor.

(i1) Lessee will pay to Lessor as Additional Rent all
reasonable costs and expenses incurred or to be paid by the Lessor
under the Lease, including the Lessor's reasonable fees and
expenses, the Lessor's out-of-pocket expenses, and the Lessor's
attorney fees incurred during the term of the Lease which were not
part of the original cost of the Lease.

(d) If Lessee shall not make payment of all or any part of that Additional Rent, the
Lessor shall have the right, but shall not be obligated, to pay or advance the amount of such
Additional Rent. If the Lessor pays any portion of such Additional Rent, Lessee shall pay Lessor
no later than the next Lease Payment Date an amount equal to the sum of such Additional Rent
and the costs incurred by Lessor in making such payment or advance, including the amount
Lessor would have earned from investment of the amount paid or advanced before repayment
thereof as determined by the Prime Rate, as announced in The Wall Street Journal, plus 1%.
Lessor shall notify Lessee in writing of the costs incurred in any case of its paying or advancing
such Additional Rent.

(e) Lease Payments shall be payable from the revenues of the System and there are
hereby pledged to the payment of Lease Payments in accordance with the Resolution the
revenues of the System. The Lessee covenants to apply the revenues of the System in accordance
with the provisions of the Resolution. ‘

63 Lessee hereby grants Lessor a statutory mortgage lien on the Leased Facilities in
accordance with Section 14 of the Resolution.

(g) Lease Payments shall be payable at the principal office of the Lessor or at such
other place as may be designated in writing by the Lessor.

SECTION 8. Actions Relating to Tax Exemption of Interest Components. (a) Lessor and
Lessee each covenant that it will restrict the use of moneys realized under this Lease or otherwise
in connection with the refinancing of the Leased Facilities in such manner and to such extent, if
any, as may be necessary, after taking into account reasonable expectations at the time of
entering into this Lease, so that there will not exist at any time any obligation in connection with




this Lease or the Leased Facilities that constifutes an obligation the interest on which is
includible in gross income for federal income tax purposes or an "arbitrage bond" under § 148 of
the Internal Revenue Code of 1986, as amended (the "Code"), and the regulations prescribed
under that Section and any subsequent amendments or modifications thereto. Any officer of the
Lessor or Lessee having responsibility with respect to the execution and delivery of this Lease
shall, alone or in conjunction with any other officer, employee or agent of or consultant to the
Lessor or Lessee, give an appropriate certificate of the Lessor or Lessee pursuant to §§ 103 and
148 of the Code and those regulations, setting forth the reasonable expectations of the Lessor or
Lessee on the date of entering into this Lease regarding this Lease and the use of those moneys.

(b) Lessee represents and covenants that it will not use the Leased Facilities, or
permit the Leased Facilities to be used, in such a manner as would result in the exclusion from
gross income for federal income tax purposes of the component of the Base Rent designated as
interest on Exhibit B afforded under § 103(a) of the Code.

(c) The Lessee will keep accurate accounts of the investment earnings on nonpurpose
investments and will timely rebate to the United States (a) the excess of the aggregate amount
earned on all nonpurpose investments over the amount which would have been earned if all
nonpurpose investments were invested at a rate equal to the yield on the Certificates and (b) any
income attributable to such excess.

(d) The Lessor and Lessee each covenant to take all action required to maintain
exclusion from gross income for federal income tax purposes afforded under § 103(a) of the
Code, of the Base Rent designated as the Interest Component on Exhibit B hereto.

SECTION 9. Authority and Authorization. Lessee represents, covenants and warrants,
and will deliver to Lessor an opinion of its counsel to the effect that: (i) the Lessee is a sanitary
sewer district and political subdivision of the State, duly organized and validly existing under
and by virtue of the laws of the State; (ii) the execution, delivery and performance by the Lessee
of this Lease have been duly authorized by all necessary action on the part of the Lessee,
including the Board of Commissioners; and (iii) this Lease constitutes a legal, valid and binding
obligation of the Lessee enforceable in accordance with its terms. Lessee agrees and warrants
that: (i) it will do or cause to be done all things necessary to preserve and keep the Lease in full
force and effect; (ii) it has complied with all requirements applicable to it, and has taken all steps
for approval and adoption of this Lease as a valid obligation on its part; and (iii) it possesses all
easements, rights-of-way and use agreements necessary for the use and operation of the Leased
Facilities.

SECTION 10. Title. (a) Title to the Leased Facilities during the Lease Term shall remain
in the Lessee subject to the security interest granted to the Lessor hereunder. Lessor and Lessee
agree that this Lease or any other appropriate documents may be filed or recorded to evidence
the parties' respective interests in the Leased Facilities and the Lease.

(b) The Leased Facilities shall become the property of Lessee and title thereto free
and clear of the security interest herein granted shall vest in the Lessee without cost upon (i)
Lessee's exercise of the purchase option granted in Section 18 hereof, (ii) defeasance of this
Lease pursuant to Section 22 hereof or (ii1) the complete payment and performance by Lessee of
all of its obligations during the Lease Term. In any of such cases, Lessor agrees to execute such
instruments and do such things as Lessee reasonably requests in order to effectuate transfer of



any and all of Lessor's right, title and interest in the Leased Facilities and to release the security
interest granted to Lessor hereunder. It is hereby acknowledged by Lessor and Lessee that Lessee
intends to purchase the Leased Facilities on the terms set forth in this Lease.

SECTION 11. Real Property. The Leased Facilities are and will remain real property and
not personal property.

SECTION 12. Use; Maintenance and Repair; Indemnification. (a) Lessee will: (i) use the
Leased Facilities in a carefil manner for the use contemplated by this Lease and the Kentucky
Revised Statutes with respect to facilities of this type; (ii) comply with all laws, insurance
policies and regulations relating to the use, maintenance and operation of the Leased Facilities;
and (iii) pay all costs, claims, damages, fees and charges arising out of its possession, use or
maintenance of the Leased Facilities.

(b) Lessee, at its expense, will: (i) keep the Leased Facilities in good repair and
furnish all parts, mechanisms and devices required therefor, and (ii) obtain and maintain any
governmental licenses and permits required for ownership and operation of the Leased Facilities.

(c) Lessee will repair and maintain, or by contract provide for the proper repair and
maintenance of, the Leased Facilities in accordance with this Section 12 during the Lease Term.

(d) Lessor agrees that during the Lease Term, unless there is an Event of Default, it
will not impair the Lessee's abilities to operate or maintain the Leased Facilities in sound
operating condition so that the Leased Facilities will be able to carry out its intended functions.

(e) Lessee releases Lessor from, agrees that it shall not be liable for and, solely to the
extent permitted by law, indemnifies Lessor against causes of action, costs and expenses
(including, without limitation, reasonable attorneys' fees and expenses except as may be limited
by law or judicial order or decision entered in any action brought to recover moneys under this
Section) imposed upon, incurred by or asserted against Lessor on account of (a) ownership of
any interest in the Leased Facilities or any part thereof, (b) any accident, injury or death to
persons or damage to property occurring on or about the Leased Facilities or any part thereof or
the adjoining sidewalks, curbs, streets or ways, (c) any use, disuse or condition of the Leased
Facilities or any part thereof, or the adjoining sidewalks, curbs, streets or ways, (d) any failure on
the part of Lessee to perform or comply with any of the terms hereof or (e) the performance of
any labor or services or the furnishing of any materials or other property in respect of the Leased
Facilities or any part thereof. In case any action, suit or proceeding is brought against Lessor for
any such reason, Lessee, upon the request of Lessor, will at Lessee's expense, cause such action,
suit or proceeding to be resisted and defended by Independent Counsel.

Lessor agrees to indemnify and save harmless Lessee against and from any and all cost,
liability, expenses and claims arising from any breach or default on the part of Lessor in the
performance of any covenant or agreement on the part of Lessor to be performed pursuant to the
terms of this Lease, or arising from any act or negligence of or failure to act by Lessor, or any of
its agents, contractors, servants, employees, or licensees, and from and against all cost, liability
and expenses incurred in or in connection with any such claim or action or proceeding brought
thereon; and in case any action or proceeding be brought against Lessee by reason of any such
claim, Lessor upon notice from Lessee covenants to resist or defend such action (using counsel
acceptable to Lessee) or proceedings at Lessor's expense.



SECTION 13. Alterations. Lessee will not make any alterations, additions, substitutions
or replacements to the Leased Facilities which would have an adverse effect on either the nature
of the Leased Facilities or the functionality or value of the Leased Facilities. Subject to the
foregoing, the Lessee may make such alterations, additions, or improvements to the Leased
Facilities which may be readily removed without damage to the Leased Facilities, and each other
alteration, addition, improvement, substitution or replacement as the Lessee deems necessary,
provided, however, that any alterations, additions or improvements to the Leased Facilities
which may not be readily removed without damage to the Leased Facilities, and any
substitutions or replacements, shall be and be considered to constitute a part of the Leased
Facilities.

SECTION 14. Location; Inspection. Except for removal for repair or replacement, no part
of the Leased Facilities will be removed. Lessor will be entitled to enter upon the sites of the
Leased Facilities or elsewhere during reasonable business hours to inspect, or observe the use
and operation of the Leased Facilities.

SECTION 15. Liens and Encumbrances. Lessee and Lessor shall keep the Leased
Facilities free and clear of all liens and encumbrances except those created or permitted under
this Lease and the Resolution.

SECTION 16. Risk of Loss; Damage; Destruction. Lessee assumes all risk of loss or
damage to the Leased Facilities from any cause whatsoever. No loss of or damage to, or
appropriation by governmental authorities of, or defect in or unfitness or obsolescence of, the
Leased Facilities will relieve Lessee of the obligation under this Lease. Lessee will promptly
repair or replace any portions of Leased Facilities lost, destroyed, damaged or appropriated
necessary to maintain the Leased Facilities in sound operating condition so that at all times
during the Lease Term the Leased Facilities will be able to carry out their intended functions.
However, if the Leased Facilities shall be damaged or destroyed to such extent that they cannot
be reasonably restored with available insurance proceeds within a period of six months to the
condition thereof immediately preceding such damage or destruction, the Lessee shall provide
for defeasance of the Lease by providing for the payment of Base Rent sufficient to result in the
prepayment of this Lease in whole at a price equal to 100% of the outstanding principal balance,
plus interest accrued through the date the Lease is prepaid.

SECTION 17. Insurance. (a) Lessee during the term of this Lease shall maintain, with
any loss deductible commonly used by Lessee and prudent under the circumstances, casualty
insurance covering all parts of the Leased Facilities which are essential to the overall operation
of the Leased Facilities.

(b) Casualty insurance may be provided under blanket or similar coverage insuring
other facilities of the Lessee. Such insurance may be a combination of self-insurance and an
excess liability policy.

(c) The proceeds of any casualty insurance or appropriation awards, to the extent they
are not promptly used or encumbered for the purposes stated in Section 16 hereof, shall be paid
to the Lessor for deposit in the Lease Payment Account and name the Lessor as a loss payee.

(d) Except as otherwise provided in Section 16 hereof, in the event of total
destruction of the Leased Facilities, the Lessee shall apply insurance proceeds, self-insurance and



any other moneys available and appropriated for the purpose, to the acquisition and construction
of replacement Leased Facilities.

Notwithstanding any provision of this Section 17 to the contrary, Lessee covenants that it
shall at all times maintain insurance on the System in the manner and for the amounts set forth in
the Resolution.

SECTION 18. Purchase Option. Lessee shall have the right to exercise its option to
purchase the Leased Facilities upon payment of an amount equal to the Purchase Price as of such
date as set forth on Exhibit C, and upon the giving of notice to the Lessor of such intention of
Lessee at least sixty (60) days prior to the date upon which such right will be exercised. Upon
exercise by Lessee of its option to purchase the Leased Facilities pursuant to this Lease, Lessor
will deliver to Lessee all documents which are or may be necessary to vest all of Lessor's right,
title and interest in and to the Leased Facilities in Lessee, and will release all liens and
encumbrances created under this Lease with respect to the Leased Facilities.

SECTION 19. Assignments. The obligation of the Lessee under this Lease is in registered
form pursuant to § 149 of the Code and this obligation and the rights to Lease Rental Payments
hereunder may not be sold, assigned or transferred except as set forth below:

(a) Lessee may not, without the prior written consent of Lessor and an opinion of
nationally recognized bond counsel to the effect that such assignment will not adversely affect
the excludability from gross income for federal income tax purposes of the interest component of
Base Rent: (1) assign, transfer, pledge, hypothecate or grant any security interest in or otherwise
dispose of this Lease or the Leased Facilities (without replacement or substitution in accordance
with this Lease) or any interest in this Lease or the Leased Facilities, or (ii) sublease the Leased
Facilities or permit it to be operated by anyone other than Lessee, Lessee's employees or persons
authorized by Lessee in connection with Lessee's operation and maintenance of the Leased
Facilities.

(b) The Lessor represents, and Lessee acknowledges, that the Lessor may assign
without recourse to a subsequent purchaser its rights and duties, in and to this Lease, the Leased
Facilities and other documents executed with respect to this Lease.

(©) Subject to the preceding subsections, this Lease inures to the benefit of and is
binding upon the successors or assigns of the parties to this Lease.

SECTION 20. Events of Default. The occurrence of any one or more of the following
events constitutes an "Event of Default" under this Lease:

(a) Lessee's failure to make any payment of Base Rent as it becomes due in
accordance with the terms of this Lease; or

(b) Lessee's failure to perform or observe any other covenant, condition or agreement
to be performed or observed by it under this Lease, and the failure is not cured or steps
satisfactory to Lessor or Purchaser taken to cure the failure, within 15 days after written notice to
Lessee by Lessor or Purchaser.

10



SECTION 21. Remedies. Upon the occurrence of an Event of Default described in
Section 20(a) above, and as long as the Event of Default is continuing, the Lessor, may, at its
option, exercise any one or more of the following remedies as to the Leased Facilities:

(a) By written notice to Lessee, declare an amount equal to all amounts then due
under this Lease to be immediately due and payable, whereupon that amount shall become
immediately due and payable;

(b) Exercise any other right, remedy or privilege which may be available to it under
the applicable laws of the State or any other applicable law or proceed by appropriate court
action to enforce the terms of this Lease or to recover damages for the breach of this Lease or to
rescind this Lease as to any or all of the Leased Facilities.

In addition to the foregoing, upon the occurrence of an Event of Default set forth in
Section 20(a) above, the Lessor may exercise any remedy available at law or in equity to enforce
the obligations of the Lessee hereunder including the right to petition a court of competent
jurisdiction to appoint a receiver for the Leased Facilities, and to collect the revenues and other
income therefrom.

Lessee will remain liable for all covenants and obligations under this Lease, and for all
legal fees and other costs and expenses, including court costs awarded by a court of competent
jurisdiction, incurred by Lessor with respect to the enforcement of any of the remedies under this
Lease.

SECTION 22. Defeasance. (a) All Lease Payments will be deemed to be paid when:

6] Cash and/or Permitted Investments which mature as to principal and
interest in such amounts and at such times as will insure the availability, without further
investment or reinvestment, of sufficient money, for payment of (A) the Purchase Price
on a designated Purchase Price Date or (B) all Base Rent through the final Lease
Payment Date, are irrevocably deposited with or made available to the Lessor in trust and
irrevocably set aside for such payment; and

(i)  All customary fees, compensation and reasonable expenses of the Lessor,
and all Additional Rent, pertaining to the Lease, as they relate to the Leased Facilities,
and its duties in connection therewith are paid or provided for to the satisfaction of the
Lessor.

(b) When all Base Rent is deemed paid, as provided above, and the Lessor has received
the unqualified written legal opinion of nationally recognized bond counsel to the effect that the
deposit of cash and/or Defeasance Obligations in trust will not cause the Base Rent, thereafter
payable from those sources, designated as interest component on Exhibit B to be included in
gross income for federal income tax purposes under the Internal Revenue Code of 1986, as
amended, the Lessor will be entitled to payment of Base Rent solely from that cash or the
proceeds of those Defeasance Obligations and the right, title and interest of the Lessor and
Lessee under this Lease as to the Leased Facilities shall then cease, terminate and become void,
except for Lessee's obligations to Lessor under Section 12(e) which shall survive the termination
of this Lease.
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Prior to any defeasance becoming effective under this Lease, (i) Lessor shall have
received an opinion of Independent Counsel, satisfactory to Lessor, to the effect that (a) interest
on the Lease being paid by such defeasance will not become subject to Federal income taxation
by reason of such defeasance, and (b) the proceeds of any deposit to effectuate such defeasance
shall not constitute a voidable preference in a case commenced under the Federal Bankruptcy
Code by or against the Lessor, (ii) the amounts required to be deposited pursuant to this Section
22 and the escrow deposit agreement established to effectuate the defeasance shall be invested
only in cash or Permitted Investments and (iii) certification from an independent public
accounting firm that sufficient moneys have been deposited with the Lessor to make all required
payments on the Lease, without further investment or reinvestment. (The opinion required by
(i)(b) above may be waived in the discretion of Lessor at the time of such defeasance).

SECTION 23. Notices. All notices to be given under this Lease shall be made in writing
and mailed by certified or registered mail, return receipt requested, to the party at its address
stated below or at such other address as the party may provide in writing from time to time. All
parties listed below shall be sent a copy of any notice sent to any party pursuant to this Lease.

If to Lessee: Bullock Pen Water District
1 Farrell Drive
Crittenden, Kentucky 41030
Attention: Chairman

With a copy to the then Attorney for the Lessee

If to Lessor: The Bank of Kentucky, Inc.
111 Lookout Farm Drive
Crestview Hills, Kentucky 41017
Attention: Richard Wood

SECTION 24. Headings. All section headings contained in this Lease are for convenience
of reference only and are not intended to define or limit the scope of any provision of this Lease.

SECTION 25. Governing Law. This Lease shall be construed in accordance with and
governed by the laws of the Commonwealth of Kentucky.

SECTION 26. Delivery of Related Documents. Lessee will execute or provide, as
requested by Lessor, such other documents and information as are reasonably necessary with
respect to the transactions contemplated by this Lease.

Lessor and Lessee agree that this Lease or any other appropriate documents may be filed
or recorded to evidence the parties' respective interests in the Leased Facilities and this Lease.

SECTION 27. Special Representations and Covenants of Lessor. (a) Lessor represents
that it is a national banking association duly organized and validly existing under the laws of the
United States of America, with full power and authority to finance and lease the Leased Facilities
to the Lessee in accordance with the terms of this Lease.

(b) Neither the execution and delivery of the Lease, nor the fulfillment of or
compliance with the terms and conditions hereof, nor the consummation of the transactions
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contemplated hereby, conflicts with or results in a breach of the terms, conditions or provisions
of any restriction or any agreement or instrument to which Lessor is now a party or by which
Lessor or its property is bound, or constitutes a default under any of the foregoing, or results in
the creation or imposition of any lien, charge or encumbrance whatsoever upon any of the
property or assets of Lessor, or upon the Leased Facilities except encumbrances permitted by this
Lease.

SECTION 28. Special Representations and Covenants of Lessee.

(a) The Lessee represents that it intends to the maximum extent possible to support
and maintain the Leased Facilities including operation and maintenance, due to the essential
function performed at said Leased Facilities.

(b) The Lessee hereby designates this Lease Agreement with Option to Purchase as a
"qualified tax-exempt obligation" with respect to investments by certain financial institutions
under § 265(b)(3) of the Internal Revenue Code of 1986, as amended, (the "Code"). Lessor
agrees and covenants to keep a complete and accurate record of all assignments in form
necessary to comply with the provisions of 149(a) of the Code, and any regulations proposed or
existing, or from time to time promulgated thereunder. Lessor agrees to acknowledge in writing
any assignments if so requested by the Lessee.

(c) Lessee will, upon request of Lessor, at Lessee's sole cost and expense do and
perform any other act and will execute, acknowledge, deliver, file, record and deposit (and will
re-file, re-register, re-record, and re-deposit whenever required) any and all further instruments
required by law of Lessor including, without limitation, financing statements or other documents
needed for the protection of Lessor's interest.

(d) Lessee will provide Purchaser with annual audited financial statements of the
Lessee within 120 days of the end of each fiscal year of the Lessee.

SECTION 29. Entire Agreement; Amendment; Severability. (a) This Lease, together with
attachments and exhibits, and other documents or instruments executed by Lessee and Lessor in
connection with this Lease, constitute the entire agreement between the parties with respect to
the lease of the Leased Facilities.

(b) This Lease may not be modified, amended, altered or changed except with the
written consent of Lessee and the Lessor.

(c) If any provision of, or any covenant, obligation or agreement contained in this
Lease is determined by a court to be invalid or unenforceable, that determination shall not affect
any other provision, covenant, obligation or agreement, each of which shall be construed and
enforced as if the invalid or unenforceable portion were not contained in this Lease. The
invalidity or unenforceability shall not affect any valid or enforceable application thereof, and
each such provision, covenant, obligation or agreement shall be deemed to be effective,
operative, made, entered into or taken in the manner and to the full extent permitted by law.
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IN WITNESS WHEREOF, the parties have executed this Lease by their authorized
officers as of January 1, 2013.

THE BANK OF KENTUCKY, INC.

By:

Title:

BULLOCK PEN WATER DISTRICT

By:

Title:

ATTEST:

Secretary
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EXHIBIT A
LEASED FACILITIES

The Leased Facilities consist of
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EXHIBIT B

LEASE PAYMENTS
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EXHIBIT C
PURCHASE PRICE SCHEDULE

(i) On any Lease Payment Date during the Lease Term an amount necessary to defease
all payments of Base Rent through the final Lease Payment Date, (i1) on any date upon the events
set forth in Section 16 of this Lease, an amount equal to 100% of the remaining principal portion
of the Lease outstanding, plus accrued interest on such principal amount through the date of
exercise of such option, or (iii) on any date the remaining principal portion of the Lease, plus
accrued interest through the date of exercise of such option:

72059v1

17



	Definitions
	Reaffirmation of Declaration of Waterworks System
	Authorization of Obligations; Place of Payrnent; Manner of Execution
	Redemption
	Obligations Payable Out of Revenues on a Panty with Prior Bonds
	the Prior Bond Legislation
	Flow of Funds
	Disposition of Proceeds of the Obligations; Governmental Agency Account
	Arbitrage Limitations
	Parity Bonds
	Rates and Charges for Services of the System
	All Obligations of this Issue Are Equal
	Defeasance and/or Refunding of Obligations
	Contractual Nature of Assistance Agreement
	Appointment and Duties of Bond Registrar and Paying Agent
	Provisions in Conflict Repealed
	Assure Compliance with the Internal Revenue Code of
	Insurance
	Event of Default; Remedies
	Annual Reports
	Supplemental Assistance Agreement
	No Remedy Exclusive
	Fees and Expenses
	Officers
	Clause


	SECTION 1 Definitions
	SECTION 2 Operation of System; Declaration of Period of Usefulness
	SECTION 3 Authorization of Lease
	Provisions for Prepayment of Piincipal

	SECTION
	SECTION 5 Lease Payable from System Revenues; Pledge of Revenues
	SECTION 6 Form of Lease; Execution Authorized
	SECTION 7 Delivery of the Lease; Disbursement of Lease Proceeds
	SECTION 8 Disposition of System Revenues
	SECTION 9 Additional Debt
	SECTION 10 General Covenants of the District
	SECTION 1 1 Lessor's Right to Enforce Covenants
	SECTION 12 Insurance
	SECTION 13 Contractual Nature of Resolution
	SECTION 14 Designation as Qualified Tax-Exempt Obligation
	SECTION 15 Expectation Regarding the Lease
	SECTION 16 Severability Clause
	SECTION 17 Repeal of Inconsistent Provisions
	SECTION 18 Effective Date of Resolution
	SECTION 1 Cei-tain Defined Terms and References
	SECTION 2 Assignrnent of Warranties
	SECTION 3 Lease of Leased Facilities
	SECTION 4 Disbursements of Proceeds of Lease
	SECTION 5 Acceptance of Leased Facilities
	SECTION 6 Term
	SECTION 7 Rent and Security
	SECTION 8 Actions Relating to Tax Exemption of Interest Components
	SECTION 9 Authority and Authorization
	SECTION 10 Title
	SECTION 1 1 Real Property
	SECTION 12 Use; Maintenance and Repair; Inderrlriification
	SECTION 13 Alterations
	SECTION 14 Location; Inspection
	SECTION 15 Liens and Encumbrances
	SECTION 16 Risk of Loss; Damage; Destruction
	SECTION 17 Insurance
	SECTION 18 Purchase Option
	SECTION 19 Assignrnents
	SECTION 20 Events of Default
	SECTION 21 Remedies
	SECTION 22 Defeasance
	SECTION 23 Notices
	SECTION 24 Headings
	SECTION 25 Governing Law
	SECTION 26 Delivery of Related Documeiits
	SECTION 27 Special Representations and Covenants of L.essor
	SECTION 28 Special Representations and Covenants of Lessee
	SECTION 29 Entire Agreement; Amendment; Severability

