
BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF BULLOCK PEN WATER 
DISTRICT FOR APPROVAL TO ENTER INTO A 
LEASE AGREEMENT WITH THE BANK OF 

) 
) 

) COMMISSION 
m,NTUCKY, INC. IN A PRINCIPAL AMOTJNT 1 

OF W,FINANCING CERTAIN OUTSTANDING ) 

PUBLIC SERVICE 

NOT TO EXCEED $860,000.00 FOR THE PURPOSE ) CASE NO. 2012--- 

DEBT OBLJIGATIONS BETWEEN THE KENTIJCKY ) 
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 ICAR 5.001 and all other applicable laws and 

regulations and requests that the Kentucky Public Service Coinmissioii (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 Coi-poration (“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 h l l  name and post office address of the Applicant is the Bullock Pen Water 

District, 1 Fai-rell Drive, P.O. Box 188, Crittenden, I<.entucky 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 ICRS 278.160; 807 IL4R 

5.001 and 807 I W R  5:Oll. 

4. The District is a non-profit water district organized under the provisions of ICRS 

Chapter 74 arid has no separate Articles of Incoi-poration. 

5 .  Pursuant to 807 KAR 5:Ol I ,  Section 3, the District states: 

A. The District provides water service for approximately 6,750 custoiners 
within its tei-ritory. The vast majority of these custoiners are residential in 
nature with a limited number of commercial and industiial customers. 

€3. 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 desciiption of the District’s water treatment and distribution system, including 

its property, together with a statement of the oiiginal cost, is contained in the District’s 

December 3 1 , 20 1 1 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 ICRWFC 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 , 201 3. A copy of the relevant portions of the original Assistance 
Agreement is attached liereto as Exhibit “1” (“1978 Series Bonds”). 
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2. kliac-, TIT Surchge  Seiies 2001 C Loa11 daied W.ay 15, 2,002 in the original 
piincipal sum of $3‘74,0O0.00 with an approximate balmce of $28 1,000.00 
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”). 

C. Phase V District Series 2001 C Loan dated May 1.5, 2002 in the oiiginal 
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 tlie ICRWFC 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 reinairiiiig 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 Seiies 2001 

C Loan bears interest at the rate of 5.15% to 5.45% with a 6 year remaining tenn on the initial 

obligation. 

9. The final principal amount of the Lease will be adjusted to inatch tlie final 

principal ainount of the KRWFC outstanding balance as of the actual refinance date less the 

ainount held in the debt service funds. It is anticipated by the District that the outstanding 

principal balance owing on the combined I<RWFC obligations will be $935,000.00 as of January 

1, 2013 (see attached Exhibit “3”). A surnniary of the three (3) long tenns debts and their 

remaining payment schedules and the anticipated balances in the price issue debt service hnds 

is attached as Exhibit “‘3”. 

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

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

attached hereto and identified as Exhibit “S”. A copy of the Lease is attached as Exhibit “6”. 
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interest and is intended to accomplish the purpose of strengthening the financial condition of the 

District by producing debt service savings. This is a lawfiil objective within the public purposes 

of the District’s utility operations. The Lease is necessary, appropriate for and consistent with the 

proper perfoimance 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 aniounts, all fees and expenses incurred in the refinancing and the 

teiins and interest rates of the Lease. 

14. The District requests that it be granted a deviation under 807 ICAR 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 3 1, 20 1 1 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 1 l(l)(e), the District states as follows: 

(a) Peck, Shaffer & Williams, LLP 
Mr. Dirk Bedarff 
S O  East Rivercenter Blvd. 
Covington, KY 41 01 1 

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 Rank of Kentucky. The total 

fee for Peck, Sliaffer & Williams, LLP’s service is $7,500.00. 
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(b) Berger, Cox & Nienaber, P.S.C. 
Thomas R. Nienaber 
40 1 Madison Avenue 
Covington, ICY 4 10 1 1 

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 terrn debts are contained in Exhibit “3” as attached. The Total savings realized by 

refinancing is approxiinately $130,000.00. 

17. The net present cash value of savings resulting froin 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 fknds and the long term debt obligations to 

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

BUL,LOCK PEN WATER DISTRICT 

BY: 

COMMONWEALTH OF KENTUCKY 

COUNTY OF GRANT 

SUBSCRIBED, SWORN TO AND ACKNOLWEDGED before me by the said Bobby 
Burgess, Chairman, Bullock Pen Water District, this 2 0 day of November, 20 12. 
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BOND RESOLUTION 

BULLOCK PEN WATER DISTRICT 

WATERWORKS REVENUE BONDS OF 1978 

IN THE AMOUNT OF 

$1,330,000 

id 



ARTICLE 4 .  

CPPEPL4TION OF SYSTCII; IZOM OF FUL;II)S; CIJRFLNT BONDS 
SUP,JLCT TO PRIORITY OF P K I O K  9OIJUS; MOEJTHLY PAY- 
IfENTS OF PRINCIPAL AND LETEPZST SO LONG AS FnUiA 
HOL1)S OR INSUliES THE CURRENT 13OiJI)S. 

SECTION m. OPERATION OF SYSTE?I TO COI~TLEUE AS BERETOFORE; --- 
PKOVLSLONS OF PRIOR BOMD RESOLUTION 1NCORPOI;tATED 
ZIERETN; CRXATION OF tX:W FUI;JL)S. 

A l l  p r o c e e d i n g s  prehisuinary t o  and i n  c o n n e c t i o n  w i t h  the i s s u a n c e  

of t h e  o u t s t a n d i n g  Prior Bonds of t h e  Di.st:rict, i n c l u d i n g  provisions made 

f o r  t h e  r e c e i p t ,  c u s t o d y  and a p p l i c a t i o n  of  lie p r o c e e d s  p f  s a i d  Bonds; f o r  

the o p e r a t i o n  of the waterworks system on a revenue-producing bas i s ;  f o r  t h e  

s e g r e g a t i o n ,  a l l o c a t i o n  and c u s t o d y  of t h e  revenues d e r i v e d  from the operarion 

of ashe syscem; f o r  t h e  enforcement  and payment of  s a i d  Bonds; and a l l  o t h e r  

coverrarits for che b e n e f i t  of bondholders  set o u t  i n  t h e  Prior Bond R e s o l u t i o n ,  

are hereby  razifled and confirmed and s h a l l  c o n t i n u e  i n  force and i n u r e  GO t h e  

security and b e n e f i c  of the  Prlor Bonds, and ( s u b j e c t  co che priority of the 

Prior Bonds) of t h e  C u r r e n t  B o r d s  l ierehn a u t h o r i z e d ,  t;he sane as if such 

p r ~ v i ~ f o t i s  arrd p r o c e e d i n g s  were r e p e a t e d  in f u l l  h e r e i n ;  p r o v i d e d ,  f u r t h e r ,  

t h a t ,  a f te r  t h e  i s s u a n c e  of the Currenr Bonds, rhe income and revenues of t h e  

s Y 3 c @ m  sfd.1 be c o l l e c t e d ,  segregaeed, accourtced f o r  and d i s t r i b u t e d  as follows : 

A separate and special  fund or accoupt of the D i s k r i c t ,  d i s t i r t c c  

and apart f r o m  a l l  other funds  and a c c o u n t s ,  was hererofore croatled by cche 

PrBor Bond R e s o l u t i o n ,  which fund has besn  aod is d e s i g n a c e d  arrd Ldent . i f ied 

as t h e  "Warenlrorks System Revenue Fund" ( c h e  "Revenue Fund") i n  ehe cus tody  

of the D i s c r l c t  Treasurer, which furld h a s  b e e n  deposited wieh and  s h a l l  

continue to b e  m a i n r a i n e d  and dkpos i t ed  w i t h  t h e  Deposicsry Bank., s o  l o n g  as 

any of the Prior Bonds, the Current:  Bonds, o r  any p a r i t y  bonds ~ K E  o u r s t a n d i n g  

The U l s c r E c t  covenants and  agrees t h a t  i t  will coDtinue to d e p o s i t  t h e r e i n ,  
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promptly 2s received frorn rrltme t o  tine, a l l  cash iclcome and revenues of t h a  

sysfem, as same may b e  e x ~ e : n d r d  2nd iaiprcjvetl  from time t o  t i m e .  The morleys 

h the Civertue Fund from Lime t o  time s h a l l  c o n t i n u e  co be. u sed ,  disbursed 

and a p p l i e d  by t h e  Dis t r ic r  o n l y  f o r  t h e  p u r p o s e  and Ln che? mrmer and o r d e r  

a l l  2 s  permitted by r h e  a p p l i c a b l e  s t a t u t e s ,  and i n  accordance wieh p r a v i o u s  

c o n t r a c t u a l  commitments as f o l l o w s  : 

A. Prior S i n k i n g  Fund. 
_I__- 

A separate and s p e c i a l  fund o r  account: cjf the D i s t r i c t  was created 

$n S e c t i o n  9h of the P r i o r  Bond Resolution, e n t i s l e d  "Waterworks System Revenue 

Bond and Inrerest S i n k i n g  Fund" (che " P r i o r  Si.nlcFng Fund") , i n t o  whi.ch t h e  

DPstrEcr:  covenanted t~ depos i t  or before t h e  20th day of e a c h  month f r o m  

the Revenue Fund, as a first charge thereonb sums n o t  Xeqs than: 

(1) A s u m  e q u a l  t Q  o n e - s i x t h  (1/6) of the next  s u c c e e d i n g  
interest i n s t a l l m e n t  to became due on a19 Prior Bonds then  
outs t a n d i n g  and 

(2) A sun a q u d  to me-ewelfrh (L/lZ) of t h e  p r i n c i p a l  of 
a l l  of eha P r i o r  Bonds maturing on eha next succeeding  September 1, 
plus 

(3) The sum af $200.00 per month to b e  held i n  s a i d  Fund 
and accumulared f o r  a Dsbt S e r v i c e  &serve, until such t i m e  as 
Che amount of such Rc6;erve, a f t e r  making prov i s ion  for paying  
ell P r i o r  Bonds and coupons becoming due on and p r i o r  t o  t h e  
next succeeding Ssprenber I., Ps equal  t o  at least  6% of the Prior 
Borids a u t h o r i z e d  and d e l i v e r e d ;  and rtiereaf rer, i n  l i k e  manner 
and amount, such deposits s h a l l  b e  resumed and  c o n c h u e d  whenever 
and so l a n g  as may b e  necessary to accumularre and mainra in  s u c h  
 deb^ Service kserve TO an  amount: equal to ac le2ar 6% of ehe 
P r F o r  Bonds a u t h o r i z e d  and delivered. 

The Dis t r i c t  hereby covenan te  to corsiinmc making the d e p o s i t s  

s p e c j f l e d  i n  ( e ) ,  ( 2 )  and ( 3 )  above i n  s a i d  Depo~Fto ry  Bank wich reference 

to the P r i o r  Bonds until the balance in said P r i o r  Sinking Fund is s u f f i c i e n t :  

to pay the i n r e r e s t s  and p r i n c i p a l  next  beearning d u e  on a l l  of che Prior Conds 
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and urirrf.1 there h a s  b e e n  a c c u n u l a t t d  a n d  i s  b e i n g  m a i n t a i n e d  in che  Debr 

Service lteserve 2 0  t h e  amount. of s21 ,060  (6:; o f  c h e  $351,000 of P r i o r  Buods 

w h i c h  w&re a c t u a l l y  i s s u - d ) .  

S a i d  P r i o r  S l n k i n g  Fund s h a l l  be  used  s o l e l y  and o n l y  and  h a s  

been ( i n  t h e  P r i o r  Bond ResolurFon) and i s  lietreby p l e d g e d  f o r  TIE p u r p o s e  

of p a y t n g  cht: prirrcipal of and Fnreresr: on the Prior Jjonds. 

Whenever t h e  a f o r e s a i d  Debt  S e r v i c e  Resew2 has  been  accumulated 

in c h e  s p e c i f i e d  amount, t h e  d e p o s l c s  i n t o  t h e  P r i o r  S i n k i n g  Fuud may t h e r e -  

a f t e r  b e  reduced t o  sums not less than  ( 2 )  a sum equal  t o  1/6 of the arext 

s u c c e e d i n g  i n t e r e s t  i n s t a l l rnmt  t o  become d m  on rshe P r f o r  Bonds then  out- 

s t a n d i n g ;  and (2)  a sum e q u a l  t o  1 / 1 2  of t h e  p r i n c i p a l  of t h e  Prior Bonds 

macur ing  o n  the next  succeedlng September I, 

I f  t h e  D i s t r i c t  s h a l l  f o r  any r e a s o n  f a i l  fo make any r equ i r ed  

monthly deposic, then an amount e q u a l  t o  lthe amountl of t h e  d e f i c i e n c y  shall 

be set apartl and  d e p o s i t e d  Faro  t h e  P r i o r  StnkFng Fund o u t  of cke first avzil- 

a b l e  g r o s s  revenues i n  rha ensuing  monrh o r  months,  which amounr, s h a l l  be  

In a d d l t i o n  t o  die monthly deposit r equ l r ed  above durinl:  such  s u c c e e d i n g  

month or  months. 

E. C u r r e n t  Sinking-. 

At o r  after the tLme ohat t h e  Current Bonds have been delivered, 

t h e r e  s h a l l  be  t r a n s f e r r e d  from t h e  C o n s t r u c r f o n  Account an amount s u f f i c i e n r  

( c u r r e n t l y  estimated at $75,0013) ta provide  f o r  c a p i r a l i z e d  i n t e r e s t  d u r i n g  

ehs  co t1s t rucr fon  of t h e  c o n s t r u c t i o n  p r o j e c t ,  as approved by the Enggnet%rs and 

by t h e  F’rnHA, F f  and to rhe extent SGK t h e r e t o f o r e  expended PR p a y i n g  Pneeresr: 

on i n e e r i m  f i n a n c d n g  and i f  and to t h e  extenr then needed t o  pay  i n t e r e s t  

d u r i n g  rhe remaining per iod  of c o n s t r u c t i o n  of t h e  c o n s t r u c t i o n  p r o j e c t ,  

m o u n t  so t r a o s f r r r e d  from chi? C o n s t r u c t i o n  Accounr: s h a l l .  b e  d e p o s i t e d  i n  t h e  

‘41 

Such 

- 37 - 



Payor  Bank i n  ~112 "i3ul lock P i n  water D i s t r i c t  1cTacerworks Bond and I r i~ t res r  

Sir :king Fund of  1978"  he ' 'Curreric S i n k i n g  Fund") h e r e b y  crenced. 

Aftzr ch,: rraclsf drs r equ i r ed  i n  chz preceding  sub-paragraph 

t o  b e  made i n  each Liorrth have h e n  p a i d  from the Revenue Fund, and after 

the e x p i r a t i o n  of t he  morlch in which  i ~ t e r e ~ t  on the C u r r e n t  Bonds I s  l a s t  

p a y a b l e  o u t  of the  sum sdE a s i d e  i n t o  the Current Sinking Fund as capitalized 

interesc ,  t h 2 r e  s h a l l  next  he  t r a n s f e r r e d  i n  each month from s a i d  Revenue Fund 

and d e p o s i t e d  i n t o  t h e  C u r r e n t  S i n k i n g  Fund on o r  before t he  2 0 t h  day of each 

m o n t h ,  f o r  paynienr of interest on and principal of t h e  Current Bonds, a S U ~  

equa l  t o  t h e  t o t a l  of tlhe following: 

(1) An amount equal t o  or ie-s ixth ( o r  such l a r g e r  amount as 
i s  n e c e s s a r y )  of t h e  n e x t  s u c c e e d i n g  six-month i n t e r e s t  
installment ico become due  on the Current Bonds then  
o u t s t a n d i n g ,  p l u s  

(2) Beginning  I n - J a n u a r y ,  1980, a su! equal t o  one-cwelf th  
(or such l a rge r  cmount as i s  n e c e s s a r y )  o f  t h e  p r i n c i p a l  
of any Current Bonds matur ing  on the  nexc e u c c e e d i n g  
J a n u a r y  1. 

A f t e r  all of t he  t r a n s f e r s  r e q u i r e d  t o  be! made i n  Subparagraph 

A above and in the foregoing p r o v i s i o n s  of t h i s  pa rag raph  B ,  have been  made, 

t h e r e  shall next b e  t r a n s f e r r e d  from the Revenue Fund to rhe C u r r e n t  Siriklng 

Fund, t o  b e  h e l d  as a reserve therein (the "Current  Reserve Fund"), the 

sum of $640 each month trntiX there $s accumulated in such  Current Reserve Fund 

che sum of $79,200, after which IKJ f u r t h e r  deposits need be made i n t o  such 

Fund e x c e p t  co r e p l a c e  w i t h d r a w a l s ,  

Ef the  Distrlce: f o r  any r e a s o n  shall fail co make any rnonc'hdy 

deposits as requfred ,  then an amount e q u a l  t o  t h e  def tc iency s h a l l  b e  se t  

apart and d e p o s i t e d  into the C u r r e n t  S i n k i n g  Fund a n d / o r  t;he Current: Reserve 

Fund out: of the f%rsr  avai lable  r evenues  fn  che  ensuing month or monrhs, 

wMch atnouric s h a l l  b e  .In a d d i t t o n  t o  c h ~  monthly d e p o s i t ( s )  otherwise r e q u i r e d  
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d u r i n g  such  s u c c e e d i n g  month o r  nonchs .  Whenever there  s h a l l  accumulate i n  

the C u r r e n t  Sink-tng Fund a r d / o r  i n  t h e  C u r r s n t  Reserve h n d  amounts i n  excess 

of chi! r e q u i r e m e n t s  d u r i n g  t h e  nex t  twelve months f o r  p a y i n g  t h e  p r i n c i p a l  

of and inrerest a n  outs ta i idj t lg  Cur ren t  Bonds as  same f a l l  due,  and if at s u c h  

C i N e  t h e  D i s c r t c t  $2 t n  coIopliance ~ d C h  211 provis ions  of t h e  Pr far  Band 

R s s o l u t l o n ,  such  excess amount may b e  used f o r  redempt ion  of s u c h  Currene Boclds 

grdor t o  macur-tty, as set f o r t h  i n  S e c t i o n  205 h e r e o f .  

Qci o r  before the f l r s c  days of Janua ry  and/or  J u l y  i n  e a c h  year, 

e;he Payor  Bank s h a l l  transfer from ~rhe C u r r e n t  S inking  Fund and from the 

C u r r e n t  Keser-ve Fund (if n e c e s s a r y )  a sum equa l  to  she i n t e r e s t  or a sum 

equal t o  the p r i n c i p a l  and i n t e r e s t ,  as the case may be ,  becoming due  00 t h e  

n e x t  f o l l o w i n g  r e s p e c t i v e  J a n u a r y  L a n d / o r  J u l y  1, and d e p o s i t  the  same i n  an  

account hereby  c r e a t e d  and  identified as the "Bullock Pen Water Dis t r ic t  1978 

Waterworks Bond and I n t e r e s t  Paymenr Account," arid & a l l  nsotlfy the a l t e r n a t e  

payor hank, i f  any, t h a t  t he  5ame is  held as a t r l r s t  fwad to be drawn upon by 

t h e  payang ag:ent(s)  t o  pay  m r u r t n g  conpom, znd/or  Snterese fnstaliments, or  

Barhds and coupons, and/or p r i n c i p a l .  and i n t e r e s t  I n s t a l l m e n t s ,  as the case may 

be,  upon p r e s e n t a t i o n  t h e r e o f  on OF a f t e r  maturity and upan s u r r e n d e r  of 

m a t u r i n g  Bonds and/or coupons.  

The P a y o r  Bank and rhe Dis t r i c t  T r e a s u r e r  s h a l l  keep a p p r o p r i a t e  

records as EO payment of p r i n c i p a l  and i n t e r e s t  i n s t a l l m e n t s  acid as t o  paymarit 

of p r $ n c i p e l  atrd inceresc on any Coupon Bonds. 

as t h e  only Eand(s )  o u t s t a n d i n g  is (zre) F u l l y  Reg i s re red  Sond(s) ,  the f u n c t i o n s  

contemplated by t h i s  pa rag raph  s h a l l  be p e r f o m e d  by the Dis t r ic t  T r e a s u r e r .  

ProvLded, however, t h a c  s o  l o n g  

A I L  funds i n  t h e  Current; Sinking Furrd and i n  che C u r r e n t  I l sservz  

Fund s h a l l  be  depos i t ed  i n  che Depos i tory  Eank, o r  such p o r t i o n  of said 

amounts on d e p o s i t  i n  said respective Funds D S  is d e s i g n a t e d  by thz Cocunlssion 

s h a l l  be Fnves t ed  f o r  the b e n e f i c  of s u c h  respective Funds i n  C e r t i f i c a t e s  
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of Tfnie J leposf t ,  sav ings  accounts, o r  U. S. O b l i g a t i o n s  w h i c h  may b e  converted 

r e a d i l y  i n t o  c23h, having  a maturity d a t e  p r i a r  to the dace  when ehe sums 

h i i z e t e d  will b e  needed f o r  meeting in te res t  and/or  p r i n c i p a l  payments, t o  

mature: or b e  c a l l e d ,  p r o v i d e d  chat to t h e  exteatr c h a t  any amounts on deposit 

$.n ~ e f d  Dank s h a l i  cause t h e  total deposits of the Distrfct  in said ban!< ta 

exceed the amount: insured  by the  FI ) IC ,  such excess amount 5ha lP  b e  contfn- 

u0usI.y secured by a v a l i d  p l edge  of U ,  S. ObPigetLons, having an  e q u i v a l e n t  

market value, fn c o n f o m l t y  wtth KRS 66.480. lnvesrrneats in Cartifieares 

of Time D e p o s i t  may be made mPy  S_P a s e p a r a t e  FmKA. Form 402-4 agreement is 

executed, if t h e  M I A  h a s  purchased any of t h e  Bonds. Any such investments 

WEPI be a part of Ehe r e s p e c t i v e  Funds from which t h e  proceeds invested are 

derived, and fncome from such Envestments w$kl  be credited e5 such respec- 

tive Funds. 

C, DFstrPct To Make Prfncipal Interest Payments -- 
On C u r r e n t  Bonds O n  h ?lontrhly Basis So Long As 
PmHA Eolds Or I n s u r e s  A l l  C u r r e n t  Bonds. 

-- .". - - _I_-- 

_I_ 13__ -IC__- 

So llsrzg 2 s  alia  sf t h e  Current Bonds are he ld  or i n s u r e d  by r h e  F&A, 

t he  Dfstrict: s h a l l ,  If  r equeseed  by che W I A ,  make payments of amounts e q u a l  

I~ ;Q ashe t o t a l  of the payments r e q u i r e d  by subsections (1) and (2) of t h e  p r e c e d i n g  

Secttan B being t h e  t o t a l  of the monthly principal and irncerest requirements of 

the Current  Bonds, i n  monthly payments CQ t h e  FmHA OB: to the  Insu red  O w n e r  of 

she Current Bonds, out  of che C u r r e n t  Sinking Fund; provided further that at 

 he optLon of any o the r  Q ~ G Z  of a l l  of t h e  Current B o d s ,  such payments shall 

similarly be made In monthly payments to such owner. 

73. Deprecfatkon Fund, 
-_II 

BL separate and s p e c i a l  fund or account: of m i d  District was c r e a t e d  

In S e c t i ~ r i  913 of  s a l d  PrFor  Bond Resolution, which fund w a s  des igna ted  "Water- 

works System k p r e c i a e l o n  Fundts ( t h e  "Tkpreciarion Fund") s which fund is hareby 

ratified, confirmed and ordered t;o he continued so l ang  as any oE t h e  Prior 



Bonds, t h e  C u r r e n t  Bonds and any p a r i t y  b o n d s  are o u t s t a n d i n g ,  S a i d  P r i o r  Bond 

Resolution r e q u i r e d  and i f  i s  he reby  r e q u i r e d  (subjecr :  t o  rhe mod i f i ca t ions  sec 

o u t  h e r e f n )  t h a t  from t h e  ba lance  of t h e  income end revenues of r h e  system 

r e m a i n i n g  a f t e r  t h e  trarlsfers r e q u i r e d  i n  S u b s e c t f o n s  A arid E above are mtlde En 

each month, rhere s h a l l  be s e t  as ide  Fnta sacd Depr~ciatFun Fund the sum of 

$7.5.00 p e r  month far t h e  purpos2 of accumula t ing  and maintaining t h e r e i n  a 

balance of ae: least $12,000, which sum twy be expended in making good any 

d e p r e c i a t i o n  i n  the system and i n  making any a d d i t i o n s  o r  i n p r o v e m i n t s  t o  t h e  

system. It was further prov ided  In  the P r i o r  Bond R ~ ~ h t i ~ a ,  thac mcmeys at: 

any time En t h e  Depreciatfon Fund s h a l l  be t r a n s f e r r e d  ta the P r i o r  S i n k i n g  

Fund i f  and to t h e  e x t e n t  r e q u i r e d  i n  o r d e r  t o  rpevant d e f a u l t  i n  the payment 

of rihe p r i n c i p a l  of or i n t e r e s t  on any P r i o r  Bonds o u t s t a n d i n g .  IC is h e r e b y  

o r d e r e d  that a l l  such D e p r e c i a t i o n  Fund p r o v i s i o n s  s h a l l  c o n t i n u e  i n  effect 

&thotit  r e d u c t j a n  so long as any of the  Pr ior  Bonds and/or  Current Bonds are 

o u t s t a n d i n g .  

Funds 5n the D e p r e c i a t i o n  Fund may b e  invested in IJ. S, OblfgatPons, 

as d e f f n e d  herein, as shall b e  determined by the Commission, and a l l  such 

investments, as well as the Encome theref rom,  s h a l l  be carried t o  rrhe c r e d i t  

of t h e  D e p r e c i a t i o n  Fund. 

Ln additton t o  t h e  monthly eramfers and t h e  main tenance  Qf the 

nrPnlmum balance In s a i d  Depreciation Fund, the P r i o r  Bond Resoltition r e q u i r e s  

t h a t  t h e r e  b e  depostted I n  t h e  Deprechcion Fund che p r o c e e d s  f rom the sale of 

any Eqrmiprnent no longer usable  o r  needed, fees o r  charges collected from 

potentfa!. C U S C O ~ Q ~ G  to a l d  i n  t h e  f i n a n c i n g  of the CQP;~:  of further e x t e n s i o n s  

and improvements,  and the: proceeds from any p r o p e r t y  damage fnsurax~ce, and 

khat such amounts so  d e p o s f t e d  be used o n i y  f o r  the  ~ U P ~ O S ~ S  for which such 

Fund f s  e s t a b l i s h e d ,  
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It was provided  i n  s a i d  P r f o r  Eond Resolutton, and is hereby aga in  

r e a f f i r m e d ,  cha t  a f t e r  s a i d  balance of Sk2,OnO s h a l l  have lieen accumulated 

i n  the Deprecfa t lon  Fund,  t h e  month ly  depclsfes t h e r e i n  may b e  disconrinued, but: 

w c h  depos l t - s  s h a l l  ba resumed whenever a u t h o r i z e d  disbursements rherefrom 

s h d %  reduce  the  balance belaw $12,OOo and s h a l l  be: con t inued  until Euch 

balance is rescored. 

E,  Opera t ion  and Maintenance Fund. 

A s e p a r a t e  and s p e c i a l  fund  or accoun t  of the District vas created 

II_ - 

in Section 9 C  o f  the P r i o r  Bond R e s o l u t i ~ n ,  which Fund was designatred as the 

"Waterworks System Operatlon and MaLntanance Fund'' (the "Operation and Main- 

tenance Fund"). 

the income and revenues  of t h e  system r e m a i n i n g  after the- transfers required in 

S u b s e c t i o n s  A and 

transfers r e q u j r e d  %n Subsections A, B and P}, there shall ha t r a n s f e r r e d  i n t o  

s a i d  Opera t ton  and Maintenance F U D ~  such sums as n ~ y  be cmfffeiest Ero w e &  che 

areasonabla and n e c e s s a r y  c u r r e n t  expenses QE operacing and ~ ~ i i ~ ~ t a i n i n g  the  

system, p u r s u a n t  t o  che "Arinual Budget for C u r r e n t  Expenses". 

and Pfahtenance Fund s h a l l  b e  maintaFned so l o n g  as any af rhe P r i o r  Bonds, the  

Current Bonds and m y  additional p a r i t y  bonds are outstanding, 

S a i d  P r i o r  Band R e s o l u t i o n  requfred  that from che b a l a n c e  of 

above are made tn e a c h  month ( h e r e i n  adjusted &a refer t o  

S a i d  Opera t ion  
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ARTICLE 5. 

COVENANTS OF DISTRICT TO ROPJDIIOLDERS 

So l o n g  as any  of  the Current  Bonds a r e  o u t s t a n d i n g  znd unpaid 

(and n o t  p r o v i d e d  f o r  br d<?feased as permitpled by S e c t i o n  703 hereof),  the 

D h S t r f C t  C O V e J R a R t S  2.5 fOllOWS E 

SECTION 501, PATES NJD CIIARCES. 

The rates and charges for all services and fac i l i t i e s  r e n d e r e d  

- 

by t h e  syetem s h a l l  b e  r e a s o n a b l e  and just, taking i n t o  account  and consider- 

a t i o n  t h e  cos t  and va lue  of r h e  system ( I n c l u d i n g  a l l  e x t e n s i o n s p  a d d i t i o n s  

and improvements t h e r e t o )  t h e  CQSO of mafntai.ming, repairing and operating 

t h e  same, and t h e  amounts necessary € o r  the payment of p r i n c i p a l  of and F n t e r e s t  

on a l l  bonds o u t s t a n d i n g  agallnst  t h e  ayaeem, and t h e r e  s h a l l  be charged such 

rates and c h a r g e s  as s h a l l  b e  adequate to meet the requirements of chis and 

ARTICLE 4 h e r e o f .  

The D i s t r k c r  c o v e n a n t s  t h a t  it &EL not reduce the rates and c h a r g e s  

fo r  t h e  services r e n d e r e d  by t h e  system without first f i l i n g  w i t h  t h e  S e c r e t a r y  

a e e r t l f i c a t i o n  of an Independent  Consultsang Engineer, ips d e f i n e d  h e r e i n ,  t h a t  

t h e  a n n u a l  n e t  r e v e n u e s  ( d e f i n e d  as gross revenues  Less curr@n& expenses)  of 

t h e  $hen e x i s t i n g  system €QP the f h c a l  year p r e c e d i n g  the year kn which such 

r e d u c t i o n  is proposed,  as such annual  net revenues are  adjusked ,  after t a k f n g  

i n t ~  account  t h e  projected reduction Pn "annuaE n e t  revenues'' anelkcipated t o  

r e s u l t  from any such proposed rate decrease, are equal ta n o t  less than 7.20% ~f 

the a v e r a g e  annual d e b t  servtce r equ i r emen t s  €or p r i n c i p z l  and interest o n  a l l  

of the  t h e n  o u t s t a n d i n g  bonds payable  from t h e  revenues of C l s e  systemp calcu- 

lated Fn t h e  manner spec i f f ed  i n  Section 603  h e r e o f .  

SECTION 502. BOOKS AND ACCOIJNTS. 

If ar?d t o  t h e  e x t e n t  n o t  now f u l l y  r e q u i r e d  by the P r i o r  Bond Reso- 

I - 

l u t i o n ,  t h e  D F s t r i c t  s h a l l  i n s t a l l  and m a i n t a i n  p r o p e r  r e c o r d s  and accounts 
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r e l a e f n g  t o  t h e  o p e r a t i o n  of t h e  sys tem and i t s  f i n a n c i a l  a f f a i r s ,  and  t h e  

h o l d e r s  of any of t h e  P r i o r  Eonds o r  of rhe.  Ccrrent Conds, o r  t h e i r  a u t h o r i z e d  

r e p r e s i n t a t i v e s ,  s h a l l  have t h e  r F g h t  a t  all r e a s o n a b l e  times t o  i n s p e c t  t h e  

f a c i l i t i e s  of t h e  sys tem and a l l  records ,  a c c o u n t s  and d a t a  r e l a t i n g  t h e r e t o .  

An a n n u a l  a u d i t  GR EL f f s c a l  y e a r  h a s i s  s h a l l  b e  made of t h e  books and a c c o u n t s  

p e r t i n e n t  e,a the system by a C e r t l f f e d  PublS-c kecormtant l i c e n s e d  en Kentucky. 

No Eater than s i x t y  days a f t e r  the c l o s e  of each  fiscal y e a r ,  c o p i e s  o f  s u c h  

s u d f t  r e p o r t s  c e r t i f f e d  by such Accountant  s h a l l  b e  prompt ly  m a i l e d  t o  t h e  

Government w i t h o u t  r e q u e s t ,  SO l a n g  a5 the, Government i t a  t h e  h o l d e r  of  any  

of t h e  C u r r e n t  Bonds, and  TO any bondholder t h a t  may have made a wrl.tten r e q u e s t  

for s m e ,  Monthly o p e r a t i n g  r e p o r t s  s h a l l  be  f u r n i s h e d  t o  t h a  I"mllA and t o  any 

bondholder  r e q u e s t i n g  same, durkng t h e  f i rs t  two y e a r s  of operarFon after 

comple t ion  of cha c o n s r r u c t i o n  project, and whenever and so long 86 the  D i s t r i c t  

is del fnquent  Fn any of the covenants s e t  out  herein. Q u a r t e r l y  operating 

r e p o r t s  shall. h e  furnished t o  s u c h  p a r t i e s  a t  all ~ t h e l :  t P m e s ,  

SECTION 503,  SYSTEM TO CONTIMUE TO BE OPERATED 
I_ 

ON FISC.!& YEAR BASIS. 

Whfle any of t h e  Prior Bonds, the Current Bonds and any p a r i t y  

bonds are o u t s t a n d i n g  and unpaid and to t h e  extent not XIOW p r a h i h f t e d  by 

.Baw, t h e  system s h a l l  c o n t i n u a  t o  b e  o p e r a t e d  and  m a i n t a i n e d  on a f i s c a l  y e a r  

basts commencing on Szptember 1 of each year and e n d i n g  on August 3 1  of the 

s u c c e e d i n g  year, which p e r i o d  shall. also cans t f tu t e  t h e  fhscal y e a r  and  b u d g e t  

gear for the  operax5on and main tenance  of  the system. 

after the beginning of e a c h  f i s c a l  y e a r p  beginning immediately afcer the 

acsuance of the C u r r e ~ t  Bonds, t h e  D-SstricE; and  t h e  Commission a g r e e  t o  c a u s e  

$0 be p r e p a r e d  a d e t a i l e d  s t a t e m e n t  of  Pncome and expenditures f a r  t h e  p a s t  

y e a r ,  a c u r r e n t  f i n a n c i a l  starenhjnt and  a "Proposed Annual Budget of C u r r e n t  

Expenses" of t h e  sys tem f o r  t h e  tRen ensuing f i s c a l  year , ,  l t e m l z a d  on t h e  b a s i s  

Hot la ter  t h a n  60 days  
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of monthly rzquirernalts. A copy of  s a i d  "Proposid hnr tua l  Budgzt of  C u r r e n t  

rl:ses 1' sha l l  b e  m a i l e d  to any bondholder  srho m y  request in w r i c i a g  3 c ~ p y  

o f  s u c h  Budgec ,  a n d  t o  che Governcient w i t h o u t  requesc Sf t h e  govern men^: i s  t h e  

h o l d e r  of any o f  tho, C u r r o - n t  3onds .  

Curren t  expenses  shall i r l c lude  a l l  reczsonable and  n e c e s s a r y  zx- 

penses of op;?raclng, r e p a f r h g ,  m i n c a l n i n g  and i n s u r i n g  Ehz sys tem,  b u r  s h a l l  

a c l u d e  d e p r e c i a t i o n ,  payments i n t o  t h e  S i n k l n g  Fund, che  &serve Fund and 

the D e p r s c i a t f o n  Fund. The D i s t r i c t  covenants  Khat t h e  Current Expenses 

f n c u r r e d  i n  any year w i l l  n o t  r-xceed t h e  r e a s o n a b l e  and F I ~ C ~ E I S ~ ~ ~  amounts 

t h e r e f o r ,  arjd t h a t  t h e  D i s t r i c ~ :  wi.l.1 not *&Tend any arriount: o r  incur any o b l i -  

gation f o r  o p e r a t i o n  o r  main tenance  and r e p a i r  i n  excess of the amouuts p rov ided  

for  C u r r e n r  Expenses i n  the Annual Budget, except upon r e s o l u t i o n  by t h e  

D i s t r i c t  t h a t  such expenses  are n e c e s s a r y  t o  o p e r a t e  and maintain the system. 

At che same time and i n  Like  m n n e r ,  t h e  D i s t r i c t  shall prepare,  an estimate 

of g r o s s  r evenues  eo be  d e r i v e d  from the operation of t h e  system fo r  s a i d  

F i s c a l  year, and, to the e x r e n t  t h a t  s a i d  g r o s s  reve~ues  are i n s u f f i c i e n t  

(a) to  pay d e b t  service r e q u i r e m e n t s  on all outstanding bonds dur ing  the 

ensu ing  f i s c a l  y e a r ,  (b) t o  accumularz and maintain all r e q u i r e d  reserves 

enumerated h e r e i n ,  and (c) ta  pay C u r r e n t  Expenses, t h e  District s h a l l  revise 

the rates and c h a r g e s  s u f f i c i e n t l y  t o  p r o v i d e  the f u n d s  required. 

Lf t h e  holdi?rs sf ae least 50X in amount of the ou t s t and ing  P r h r  

Bonds and Current Bonds, o r  t h e  Government 80 long a5 it i s  the h o l d e r  of any 

of said Bondg, so request,  t h e  Cornmisston s h a l l  h o l d  an open lrrraring DOC Later 

than  Ehircy days  b e f o r e  t h e  beg inn ing  of the  a n s u h g  fFsee l  y e s r ,  at which 

t h e  m y  b o n d h o l d e r  m a y  a p p e a r  by agene o r  a t t o r n e y  and nay f i l e  wrftte~ 

objections to such  proposed budget .  Notice of ehe t ime and place of sracla 

herraring shall b e  mailed a t  l e a s t  15 days p r i o r  t o  the h e a r i n g  t o  each r e g i s -  

t e r e d  bondholder  and t o  t h e  Govzrment. 
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The D i s t r i c t  and l r s  Comrrlission covenant  t h a c  a n n u a l l y  b e f o r e  t h e  

first day of J u l y ,  the anr;r;al biidge: cjf currefie e x p e n s e s  f o r  cha t h e n  c u r r e n t  

f i s c a l  y e a r  WFll b e  adopted  S U b E t a l l t b l l y  i n  a c c o r d a n c e  w i t h  t h e  p r e l i m i n a r y  

o r  proposed a n n u a l  b u d g e t ,  and t h a t  no e x p e n d i t u r e s  f o r  o p e r z t i o n  and main- 

t e n a i ~ c e  expenses  cif che systlern in excess  of t h e  budgeted  amount s h a l l  be made 

d u r i n g  s u c h  f i s c a l  y e a r  u n l e s s  d i r e c t e d  by s a i d  District by 2 s p e c i f i c  r e s o l u -  

t i o n  d u l y  adopred. 

SECTION 504.  GENERAL COVENANTS 

The District t h rough  i t s  Coim-Fssbn hereby cave.mamts arid agrees 

- 

w i t h  the h o l d e r s  of t h e  C u r r e n t  Bonds t h a t :  

I r  w i l l  f a i t h f u l l y  and p u n c r u a l l y  perfom a l l  d u t i e s  w i t h  
refererice tso t h e  system r e q u i r e d  by t h a  C w s t i t u t i o n  and 
laws of t h e  Commouwealth o f  Kentucky; 

It will mlce and col lece:  r e a s o n a b l e  and s u f f i c i e n t  races 
and charges f o r  services a i d  facFlit ies r e n d e r e d  by a;he 
sys tem; 

IC vi11 segregate the re~eiiiies and fnconm froin thit sys tem 
and make a p p l i c a t i o n  t h e r e o f  consis tent  with and as provided 
by t h i s  R ~ ~ o l i i t f o ~ ;  

Unless t h e  w r i t t e n  consent of rlie h o l d e r s  o f  a majority in 
amount of t h e  outstanding C u r r e n t  Bonds plus all of the out- 
stanc!ing PrEor  Bonds, has been Qbcainerl, Khe Districa: agrees 
n o t  t o  se l l ,  lease, marcgage, o r  i n  any  manner tiispose of 
any incegra l  p a r t  o f  che  systsm, i nc lud ing  any and a l l  appur- 
t e n a n c e s  cliercto and e x c e n s i o n s  a d d i t i o n s  a n d / o r  inprove-  
ments  chat may b e  made t h e r e t o  until all o f  t h e  P r i o r  Bonds 
and a l l  of che Current  Bonds s h a l l  have b e e n  p a i d  or prov ided  
f o r  i n  f u l l ,  as provided  in S 2 c t i o n  703 (Dzfeasement) h e r e o f ,  
s u b j e c t  co t h 2  provi.sLons of S e c t i o n  606 h e r s o f ;  

It w i l l  m a i n t a i n  i n  good conr l i t i on  and c o n t f n u o u s l y  o p e r a t e  
she  sysrzn arid appur tenances  KherEto and will cha rge  such 
ratas and c h e r g t s  f u r  r h e  serv;lces r e n d e r e d  ~ h e r a b j i  SO thae: 
 he gross  incone and revenues w i l l  b e  s u f f k i e n c  at: all tims 
t o  pay  t h e  i n t e r e s t  on and. p r i n c f p a l  of t h e  P r i o r  Bonds, clie 
C u r r e n t  Boncls and any p a r i e y  bonds as same become d u e s  eo pay 
ehe c o s t  o f  o p s r a t i n g  and m i i n t a i n i n g  the s y s t e m  and t o  pro- 
v i d e  f o r  a n  adequate d e p r e c i a t i o n  accouu t; 
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{6) It: w i l l  c a r r y  and m a i n t a i n  i n s u r a n c e  on p r o p e r t i e s  of t h e  
sys tem s u b j e c t  t o  loss o r  darnaga i n  amouncs and a g a i n s t  
h a z a r d s  s u b s t a n t i a l l y  i n  accordance  w i t h  t h e  p r a c t i c e s  of 
crchar d i s z r i c r s ,  c L r L ~ s  o r  c o r p o r a t i o n s  which own and m a i n t a i n  
waterworks sys t ems  under  s i r n f l a r  c o n d i t i o n s ;  arid so lorre a 5  
t h e  Governmer?c I s  the h o l d e r  of any of tlie B o n d s ,  t h e  Govern- 
ment will be l i s t e d  as c o - b e n e f i c i a r y  on any s u c h  pol icy ;  and  
rhe District s h a l l  f u r t h e r  comply w i L h  the i n s u r a n c e  requirements  
af S e c r i o n  506 hareof  ( i n v o l v i n g  insurance an motors, carkks 
arid s t r u c t u r e s )  0 

SECTION 505 OTHER GENERAL COEN-U'iTS APPLICAELE S O  
I_ 

LONG AS FmlIA HOLDS ANY BONDS. 

So long: as che FmHA s h a l l  h o l d  any of che C u r r e n t  Bonds, the 

Distr ic t  s h a l l  comply w i t h  s u c h  Fmlrl,A r e g u l a t i o n s ,  tequ$reIWnKS and r e q u e s t s  

as s h a l l  b e  made by t h e  FmIIA, including t h e  furnishing QE opera t ing  and other 

f i n a n c i a l .  s t a t e m e n t s  in s u c h  form and s u b s t a n c e  and fo r  such p e r i o d s  as nay b e  

r e q u e s t e d  by t h e  M I A ,  t h e  c a r r y i n g  of i n s u r a n c e  of such  t y p e s  and i n  such 

amounts as t h e  FnHA may s p e c i f y ,  w i t h  i n s u r a n c e  carriers a c c a p c a b l e  t o  t h e  

FnHA, a n d  compl iance  w i t h  a l l  of t h e  terms and c o n d i t i o n s  nf che Loan Reso- 

l u t i o n  (FrmLh Form 442-47) e x e c u t e d  by the Dis t r i c t .  

SECTION 506. ZNSURKYCE OF PIOTORS, TANKS AHI) STRIJCTURES. - 

l.utl.on, t h e  D i s t r i c t  s h a l l  (a) immediately after t h e  adoptson o f  this R e s o l u t i o n ,  

and (b) a t  t h e  tima of f i n a l  acceptance o f  t h e  cooscructkon prajecc from t h e  

c o n s t r a c t a r ( s ) ,  i n s u r e  a l l  electric H ~ O K Q E ~ ,  e l e v a & e d  water storage tanks, 

pumping stattons and major s t r u c t u r e s  of zhe entire waterworks syscam, in an  

amourit recommended by t h e  District 's  E n g i n e e r s  and approved by Che -E"-, SO 

Long as the  MJA Ls t h e  h o l d e r  o f  any of the C u r r e n t  Bonds, f o r  t h e  h a z a r d s  

u s u a l l y  covered  i~ such erea, and s h a l l  sirnSlar2y i n s u r e  same in an amount 

the M I A  i f  and whenever the  D i s t r i c t  has bonds outstanding a g a l n s e  t h e  system 

and none of such bonds are h e l d  by t h e  FmHA- 
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ASSISTANCE, AGREEMENT 

This Assistance Agreement made and entered into as of the lst day of May, 2002 (the 
llAssistance Agreement") by and between the Kentucky Rual Water Finance Corporation, a non- 
profit corporation and instrumentality of the various entities of the Commonwealth ofKentucky (the 
ifIssuer") and the Bullock Pen Water District (the "Governmental Agency"): 

WITNESSETH 

WWEREAS, the Issuer has established its Public Projects Flexible Term Pragram (the 
gam") designed to provide financing far the expansion, addition and improvements of public 

ts for governmental entities under which the Issuer has determined to issue under its Kentucky 
Water Finance Corporation Multimodal Public Projects Revenue Bands (Flexible Term 

, Series 2001, dated April 4,2001 (the "Bonds") pursuant to a Trust Indenture dated as of 
001 (the "Indenture") between the Issuer and Fifth Third Bank, trustee (the "Trustee"), the 

ceeds of which will be applied for the benefit of such governmental entities by making loans, 
uant to Assistance Agreements; and 

EREAS, the Governmental Agency has determined that it is necessary and desirable and 
lic interest to finance improvements to the Governmental Agency's waterworks system 
ct'l), and the Issuer has determined that the Project is a project within the meaning of the 
e Indenture, thereby qualifylng for financial assistance from the Issuer; and 

AS, the Issuer has found and determined that the Project will be in furtherance of 
f the Issuer and the Governmental Agency under the Act; and 

AS, the Governmental Agency has designated the Issuer as its instrumentality and 

AS, pursuant to this Assistance Agreement the Governmental Agency will proceed 

the Governmental Agency, presently owns and operates the waterworks system 
id Governmental Agency; and 

he Governmental Agency has heretofore issued its Prior Bonds (as hereinafter 

in and by the Prior Band Legislation (as hereinafter defined), the fight and 
y the Govememtal Agency under conditions and restrictions set out in said 
ofissuing additional bonds from time to time, payable from the income and 
and ranking on a pSarity with the outstanding Prior Bonds, for the pwpose, 

a c i n g  the costs of extensions, additions and irnprovernents ts the SYstan, 
utstanding indebtedness, which conditions and restrictions are found to 

ail So as to permit the issuance of certain proposed additional bonds SO as 
Panty with the outstanding Prior Bonds; and 

I 



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 
1lLoan") in the amount of $715,000 [the "Obligations"], for the purpose of providing funds for the 
reject, and to reaffirm the conditions and restrictions whereunder similar bonds or obligations may 
e subsequently issued ranking on a panty therewith; and 

WHEREAS, under the provisions of Sections 58.010 through 58.140, inclusive, of the 
cky Revised Statutes, and under the provisions of the Prior Bond Legislation, the 

emmental Agency is authorized to enter into this Assistance Agreement and to borrow the 
tions to provide such funds for the purpose aforesaid; and 

WHEREAS, the Issuer is willing to cooperate with the Governmental Agency in making 
e the Loan pursuant to the Act and the Indenture to be applied to the Project upon the 

s hereinafter enumerated and the covenants by the Governmental Agency herein contained; 

AS, the Issuer and the Governmental Agency have determined to enter into this 
greernent pursuant to the terms of the Act and the Indenture and to set forth their 
ies, rights, covenants, and obligations with respect to the construction and financing 
subject to the repayrnent of the Loan and the Obligations and the interest thereon; 

THEREFORE, FOR AND IN CONSIDERATION OF THE MUTlJAL 
IN SET FORTH, THE LOAN HXREBY EFFECTED AND OTHER GOOD 

CONSIDERATION, THE RECEIPT OF M7"ICI-s IS HEREBY 
GED BY EACH PARTY, THE PARTIES HERETO MUTUALLY COVENANT 
EACH WITH THE OTHER AS FOL1,OWS: 

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

o Chapters 58 and 74 of the Kentucky Revised Statutes. 

eernentl' refers to this Assistance Agreement authorizing the Loan and the 

' refers to a nationally recognized fim of Bond Counsel which firm has 
edings for the Obligations, has firnished all o f  the customary services of 
mcing and will continue to W s h  such services until the Obligations are 

luding the rendering of the h a l  approving legal opinion with regard to 
011s and the tax exemption of the interest thereon. 

1978" or 'I I978 Bond Legishtion" refers to the reso!stinr, zcthnkk~g 
was adopted by the Governing Body on March 29,1978. 
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"Bond Legislation of 1982" or "1 982 Bond Legislation" 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 "1 985 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 " 1  988 Bond Legislation ' I  refer to the Resolution authorizing 
the Series 1987 Bonds, duly adopted by the Commission of the District on May 4, 1988 and 

ended on April 25,1989. 

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

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

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

de" refers to the United States Internal Revenue Code of 1986, as amended, and any 
ns issued thereunder. 

ompliance Group" refers to the Compliance Group identified and defined in the Indenture. 

ry Bank" refers to the bank or banks in which the Funds referred to in this 
ement will be deposited and maintained as the depository(ies) for such Funds; as 

the Governmental Agency. 

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

or "Independent Consulting Engineer'' refers to an Independent Consulting 
gineers of excellent national reputation or of recognized excellent reputation 
ds of waterworks and sewer engineering. 

fers to the Revenue Fund, the Sinking Fund, the Depreciation Fund, the Reserve 
n md  Maintenance Fund and the Governmental. Agemy .A~Q~-xQL 

I' means the Board of Commissioners of 
governing body of said Governmental A 

gency" refers to the Bullock Pen Water 

the Governmental Agency or such 
,gency under the laws of Kentucky 

District. 

3 



"Governmental Agency Chief Executive" refers to the Chairman of the Governmental 
Agency. 

"Governmental Agency Clerk" refsrs to the Secretary of the Governmental Agency. 

"1ndentui.e" means the Trust Indenture, dated as of April 4,200 1 , as originally executed or 
as it may from time to time be supplemented, modified or amended by any supplemental mortgage, 

and the Trustee. 

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

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

"Obligations" refers to the Loan authorized by this Assistance Agreement in the principal 

zint2nanc2 Futzel" refers to the Bullock Pen Water District Waterworks 
e Fund 'I created in the Prior Bond Legislation and confirmed in the Prior 

islation and which Operation and Maintenance Fund will continue to be maintained for 

tstanding Bonds" refers collectively to all outstanding Prior Bonds, the outstanding 
d any outstanding Parity Bands, and does not refer to any bonds which have been 

Bonds" means bonds issued in the future, which will, pursuant to the provisions of 
greement, rank on a basis of panty with the Obligations and shaii not be deemed 
prohibit the issuance of, bonds ranking inferior in security to the Obligations. 

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

t obligations of the United States of America (including obligations issued or 
in book-entry form an the books of the Department of the Treasury of the 

States of America) or obligations the timely payment of the principal of and 
t on which are h l ly  guaimteed by the United States of America, including 
ents evidencing an ownership interest in securities described in this clause 

ns, debentures, notes or other evidences of indebtedness issued or 
ed by any of the following: 
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Federal Home L,oan Bank System, Export-Import Bank of the United States, Federal 
Financing Bank, Federal Land Banks, Government National Mortgage Association, 
Federal Home Loan Mortgage Corporation or Federal Housing Administration; 

repurchase agreements (including those of the Trustee or the Bank) fully secured by 
collateral security described in clause (1) or (2) of this definition, which collateral 
(a)is held by the Trustee or a third party agent during the term of such repurchase 
agreement, (b) is not subject to liens or claims of third parties and (c) has a market 
value (determined at least once every fourteen days) at least equal to the amount SO 

invested; 

certificates of deposit of, or time deposits in, any bank (including the Trustee or the 
Bank) or savings and loan association (a) the debt obligations of which (or in the 
case of the principal bank of a bank holding company, the debt obligations of the 
bank holding company of which) have been rzted 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 

t of 1933 and whose only investments are government securities 
escribed in clause (1) or (2) of this definition and repurchase agreements fully 

vernment securities described in clause (1) or (2) of this definition 
ligations rated A A A  by S&P; 

ax-exempt obligations of any state of the United States, or political subdivision 
are rated AA or better by S&P or mutual funds invested only in such 

s of a taxable or nontaxable government money-market portfolio composed of 
vernment obligations and repurchase agreements collateralized by such 

aper rated A-1 or A-1-t- by S&P; 

ate notes or bonds with one year or less to matu&y rzted in one ofthe W O  

t Rating Categories by S&P; or 

fmutual -hds, each of which shall have the following characte~stics: 

The mutual fimd shall be an open-end diversified investment company 
under the Federal Investment company Act of 1940, as mended; 
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(ii) Tf;e mamgement company of tE.e investment company shall have been 
in operation for at least five ( 5 )  years; and 

(iii) All of the securities in the mutual find shail be in investments in any Gi'ie 

or more of the investments described in (1) and (3) above. 
I '  

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

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

I'Program" refers to the Issuer's Public Projects Flexible Term Program designed to provide 
cing for the expansion, addition and improvements of public projects for governmental entities. 

I'Program Administrator" rsfers to the Kentucky Rural Water Association, Inc., Bowling 

-- - 
"Program Reserve Fund" refers to the Reserve Fund created and established pursuant to 

ction 4.2 of the Indenture. 

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

"Record Date'' shall mean with respect to any Interest Payment Date, the close of business 
t preceding such Interest Payment Date, whether or not such day is a business 

"Requisition Certzjicate" means the form attached hereto as Exhibit C to be utilized by the 
Governmental Agency in obtaining disbursements of the Loan from the Govemmefital Agency 
Account as construction of the Project progresses. 

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

"Revenue Fundl 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. 

"SinkingFurzd" refers to the Bullock Pen Water District Waterworks Revenue Bond Siding 
Fund created and confirmed in the Prior Band Legislation. 
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"Series I978 Bonds" refers to the original authorized $1,277,000 of Bullock Pen Water 
District Waterworks Revenue Bonds of 1978, dated rjecember 21, 19'7g. 

"Series 1982 Bonds" refers to the original authorized $125,OOC ofBu!!ock Fen W ~ t e r  District 
+vaten'vorks Revenue Bonds of 1982, dated August 6, 1982. 

! $  

"Series I985Bonds" refers to the original authorized $194,000 ofBullock Pen Water District 
Waterworks Revenue Bonds of 1985, dated February 25, 1986. 

"Series I987 Bonds" refers to the original authorized $240,000 ofBullock Pen Water District 
waterworlcs 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. 

"Tre~surer" refers to the Treasurer of the Governmental Agency. 

"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. Reaffitrmatioaa of Declaration of Waterworks System. That all proceedings 
heretofore taken for the establishment of arid the supplying of water service in and to said 
Governmental Agency as a municipal waterworks system are hereby in all. respects ratified m6 
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 
praject within the meaning and application of Sections 58.010 to 58.140, inclusive, ofthe Kentucky 
Revised Statutes. 

Sectliolrn 3. ~~~~~~~~~~~~~ ~ ~ ~ ~ ~ i ~ ~ ~ ~ o ~ s ~  Place of ayment; Manner of Ewecution. That 
pursuant to the Constitution and laws ofKentucky, and particularly said Sections 58.010 to 58.140, 
inclusive o f  the Kentucky Revised Statutes, the Cosre,rI-.Jr,ental Agency hereby authorizes the 
borrowing of $715,000 from the Program, for the purpose ofproviding 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, redernptian price, if any, and interest on the O'oligations shall be payable 
in lawful money of the United States of America on the Interest Payment Dates, beginning June 1 , 
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to the Trustee for the Program. Such payment shall be made by the Governmental Agency 
ds on deposit in the Sinicing Fund pursuant to the ACE Liebit rjireci ?ajmefit Method (the 
ebit Direct Payment Method") as described and detailed in the ACH Debit Direct Payment 

thorization Form (the "ACH Authorization Form") attached heretc as Exhibit E. The ACH 
thorization Form shall be completed, signed and forwarded to the Trustee prior to the 
vernmental Agency receiving any of the proceeds of the Loan. 

! *  

Pursuant to the ACH Debit Direct Payment Method, there shall be transferred to the Trustee 
or before the first day of each month, fi.om the Sinking Fund, the amounts hereinafter specified: 

An amount 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 

An amount equal to one-twelfth (1/12) of the principal amount of all Obligations 
maturing on the nezt succeeding January 1. 

(1) 

(2) 

In addition, in the event the Issuer is recjuired to withdrm m m y s  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 Gover&nental 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 

Sectim 4. ~ e ~ e ~ ~ ~ ~ ~ ~ .  (a) Optional Redemption. Subject to the prior written approval 
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: 

edemptian 
Redemption Dates (Iauc8usive) Price 

January 1,20 12 through December 3 1,2012 102% 
January 1 , 20 13 through December 3 1,20 13 101% 
January 1,20 14 and thereafter 100% 

E 

In the event that the Governmental Agency desires to optionallyredeem a portion of its Obligations, 
such redemption shall be in a denomination equal to $5,000 or any integral muitipie thereof. 



(b) Notice of Redemption. The Governmental Agency shall give the Issuer and the 
of any redemption by sending at least one such notice by first class ViG"ied Siztes mail 
j 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 
fredemption and as to which notice as aforesaid shall have been given,,and for the retirement 

e terms aforesaid, funds are duly provided, will cease to bear interest on the 

Section 5. Obligations Payable Out of Revenues on a Parity with Prior B Q ~ ~ S .  All of 
igations and Prior Bonds, together with the interest thereon and such additional bonds 
on a panty therewith heretofore issued and outstanding and that may be hereafter issued and 
ing from time to time under the conditions and restrictions hereinafter set forth, shall be 
out of the Sinking Fund, as heretofore created in the Prior Bond Legislation and as 
r more specifically provided and shall be a valid claim of the holder thereof only against 
and the fixed portion or amount of the income and revenues of the System of said 

vemmental Agency pledged to said fund. 

Seetim 6. CoGp1iaa;lce .;l:itss Parity Go.Je?rage, Reqairemeats Si $he Prior Bond 
Legidation. 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. 

Sectionn 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 fill herein; provided, further, that, hereafter, the 
income and revenues of the System shall be collected, segregated, accounted for, and distributed as 
follows: 

A. Revenue Faand. The Governmental Agency covenants and agrees that it will 
continue to deposit in the Revenue Fund, promptly as received fiom time to time, all revenues of 
the System, as same may be extended and improved fiom time to time. The moneys in the Revenue 
Fund shall continue to be used, disbursed &d applied by the Govemental  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. 
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118. Sinking Fund. It is hereby recognized that the GovenunentaI Agency is 
ligated upon the issuance of the Obligations to provide for addiiiofial debt sel-~%e recjuirements 

There shall be transferred fkom the Revenue Fund and deposited into the Sinking 
d on or before the 20th day of each month, for payment of interest op ar,d pliscipa! ofthe 

, including the Obligations, a sum equal to the total of the following: 

(1) An amouint equal to one-sixth (1/6) of the next succeeding six-rnonth interest 
payment to become due on the Outstanding Bonds, plus 

A sum equal to one-twelfth (1/12) of the principal of any Outstanding Bonds 
maturing on the next succeeding principal payment date. 

(2) 

If the Governmental Agency for any reason shall fail to make any monthly deposit 
required, then an amount equal to the deficiency shall be set apart and deposited into the Sinking 

und out of the first available revenues in the ensuing months, which amount shall be iar addition 
the mmthly deposit otherwise required during such succeeding months. Whenever there shall 
curnlllatite in the ShJckg F a d  rsr?cmts in-excess ef the requiremmts 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 ofthe 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. ~~~~~~~~~ and ~~~~~~~~~~~ Fund. There shall next be transferred monthly 
from the Revenue Fund and deposited into said Operation and Maintenance Fund, sums sufficient 
to meet the current expenses of operating and maintaining the System. The balance maintained in 
said Operation and Maintenance Fund shall not be in excess of the amount required to cover 
anticipated System expenditures for a two-month period pursuant to the Govemental  Agency's 
m u a l  budget. 
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E. Surplus Funds. Subject to the provisions for the disposition of the income 
enues of the System as set forth hereinabove, which provisioils are cimtkiti-~e, z d  after 
or providing for the payment of debt service on any subordinate obligations, there shall be 
ned, withixi sixty days afier the end of each fiscal year, the balance of excess fiwds in the 

venue Fund on such date, to the Depreciation Fund for application in accordance with the terms 
his Assistance Agreement or to the Sinking Fund to be applied to the maqimum extent feasible, 
he prompt purchase or redemption o f  Outstanding Bonds. 

Provided, however, notwithstanding anything to the contrary in any Prior Bond Legislation, 
Governmental Agency shall be allowed a credit to the extent of moneys on deposit in the 

am Reserve Fund for the purpose of meeting any panty requirements in any Prior Bond 
n; subject however, to the limitation that moneys in the Program Reserve Fund may only 

sed to make payments of the Govement  Agency due under this Assistance Agreement, if 
ecessary, and; provided further, that the Trustee may not seek payment for any reserve funds held 
y the Governmental Agency under any Prior Bond Legislation for payment of any amounts due 
om the Governmental Agency under this Assistance Agreement. 

P 

SecBBoa 8. Disp~sition, of Proceeds 0f the ~ b ~ ~ ~ ~ ~ ~ ~ ~ $ ~  ~~~~~~~~~~~~ Agemcy Account. 
pon (ij the execution of this Assistaxe Ageemz2, Gi) the deliverance of tliais 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 pertbent 
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. 

(b) Governmental Agency Account. It 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 constmciioil oft& Pr~jeect. 

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

The Trustee shall be obligated to send written notice to the Governmenial Agency of the 
need for investment directions if and whenever funds in excess of$50,0043 shall remain uninvested 
for a period of more than five days. In the absence of written direction from the Governmental 
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cy with respect to investment of moneys held in the Governmental Agency Account, the 
ee is hereby directed to invest funds in money market muiuai fiiiids sf the Ti-iistee cir i:s 
tes that qualify as Permitted Investments under t h s  Assistance Agreement. 

Payment from the Governmental Agency Account for costs in connection with the Project 
11 be made only upon a Requisition Certificate delivered to the Trustee tvbich has been approved 
the Engineers having charge of supervising such acquisition, improvement and construction, and 

omtersigned by the Govemental Agency Chief Executive, said Engineers to certify in each 
stance that the Requisition Certificate represents a sum actually earned by and due to the proposed 

ayee under a contract with said Governmental Agency for work performed and/or materials 
ished in connection with the Project, or represents a sum necessary to be expended for land 
or rights of way necessary to be acquired by the Governmental Agency in connection with said 

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 
ccordance with the contracts, plms and specifications approved by the Governmental Agency. 

AjStei. ciiixptietim cfthc Pi-ojcect, 2s certifiec! by thc E~gineers, m y  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 fiom Federal income taxation, upon orders of the Governing Body, be transferred to the 
Sinking Fund, to be used for the purposes thereof. 

SW&~QER 9. Arbitrage ~~~~~~~~~~$~ (1) The Governmental Agency covenants that neither 
the proceeds of the Obligations, nor Won-Exempt Revenues" of the System, as defined below, will 
be invested in investments which will produce a net adjusted yield in excess of the net interest cost 
(effective yield) of the Obligations, if such investment would cause such Obligations to be treated 
as "arbitrage bonds" within the meaning of Section 148 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) Won-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 Revsnues as: 

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

(S) ~ Q U I I ~ S  deposited in the Depreciation Fund or m y  simiiar reserve for replacements, 
reasonably expected to be used €or extensions, additions, inprovemen-ks or 
replacements to the System, arid 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 ~ t ‘ l ? ~ ;  f;lr:ds pledged for th2t pwpose). 

(3) If, and to the extent that any Non-Exempt Revenues are on deposit and are available 
estment by reason of the foregoing, such funds shall be subject to the investment Iimiraiions 

( ’  
ut in Section 9( 1) above. 

00 the basis of information furnished to the Governmental Agency, on known facts, 
Instances and reasonable expectations on the date of enactment of this Assistance Agreement, 
overmental Agency certifies as f~ltows: 

Prior to or at the time of delivery of the Obligations, the Governmental Agency Chief 
Executive and/or the Governmental Agency Treasurer are authorized io execute thc z2propTiate 
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 i j j ~ e  z~;nterny;!at:ted b.j the Code m-d 
applicable regulations, as amended, in order to assure that interest on the Ohligations will be exempt 

That it is not expected or contemplated that the proceeds o f  the Obligations will be 
used or invested in any manner which will cause any of the Obligations to be treated 
as “arbitrage bonds” within the meaning of Section 148 of the Code and the 
applicable regulations thereunder. 

That it is not expectsd or cantemplated that the Governmental Agency will make any 
use of the proceeds of the Obligations, which, if such use had been reasonably 
mtticipated on the date of issuance -of the Obligations, would have caused the 
Obligations to be arbitrage bonds. 

That it is expected and contemplated that the Governmental Agency will comply 
with (i) all of the requirements of Section 148 of the Code; and (ii) all of the 
requirements of the applicable regulations thereunder, to whatever extent is 
necessary to assure that the Obligations will not be treated as arbitrage bonds. 

That it is anticipated that amounts on deposit in the Sinking Fund will be used within 
13 months from the date of deposit for the payment of debt service nn the 
outstanding Obligations and all Prior Bonds payable fkom said Sinking Fund. 

That amounts accumulated in the Sinking Fund shall not exceed the limitations set 
forth in this Assistance Agreement. 

That it is not reasonably anticipated that amounts accumulated in the Depreciation 
Fund will be used for payment of debt service on any bonds payable fiom the 
revenues of the System, even though such Depreciation Fund will be so available if 
nec~sszry to prevent a defarult in the payment of principal and interest on such bonds. 
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(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. 

m all federal income taxes and that the Obligations will not constitute or be treated as arbitrage 
ds. 

Section 10. Parity Bonds. The Obligations shall not be e~tititlec! to priwity one over the 
er in the application of the income and revenues of the System, regardless of the time or times 
their issuance, it being the intention that there shall be no priority aTong 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 ouistmding; 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 Frior Bond Legislation, which conditions 
are hereinafter repeated, taking into account the issuance of the Obligations. 

The Governmental Agencyxeserves the right to finance hture extensions, additions, andor 
i~provements to the System by the issuance of one or more additional series of bonds to be secured 
by a pai3ji  lie^ on m d  ra+Lab?y p q ~ b ! ~ ,  fTo~11, the revenues ofthe System pledged to the Prior Bonds 
and the Obligations, provided; 

(a) The facility or facilities to be canstructed from the proceeds of the additional parity 
bonds is or are made a part of the System and its or their revenues are pledged as additional security 
for the additional parity bonds and the outstanding Prior Bonds and Obligations. 

(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 Bands 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 acljusted 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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(ii) any increase in the "annual net revenues!! io be realized, witliiii 12 iziiiiths cfthe 
completion of the Project, from the proposed extensions, additions, and/or improvements 
beiag finmced (In whale or in part) by such additional Pa3y  Bonds; p:ov!c?ed a!! smh 

shall be based upon and included in a certification of a Certified Public 
I '  

(e) Reference is made to the necessity of obtaining the w&.ten consent of the United States 
ment of Agriculture Rural Development or its successor [the "RD"] for the issuance of h h r e  

the System while the RD holds any bonds payable from the revenues of the 

The Governmental Agency hereby covenants and agrees that in the event any additional 
ty Bonds are issued, the Governmental Agency shall: 

(1) Adjust the monthly amount to be deposited into the Sinking Fund on the same basis as 
at prescribed in the provisions establishing such Sinking Fund, to reflect the annual debt service 
qiiireme~ts of the additism! h 4 t y  Bonds; and 

- .  

(2) Adjust the minimum annual amount to be deposited monthly into the Sinking Fund on 
e same basis as that prescribed in the provisions establishing such Sinking Fund, taking into 

ccount the hture debt service requirements of all first lien bonds which will then be outstanding 

The Governmental Agency reserves the right to issue parity bonds to rehnd 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 y e x  preceding the date of issuance 
of such Parity Bonds, after taking into account the revised debt service requirements 
rssulting h r n  the issuance of such Parity Bonds and from the elimination of the Bonds 
being refunded or refinanced thereby, are equal to not less than 120% of the average annual 
debt service requirements then scheduled to fall due in any fiscal year thereafter for principal 
of and interest on all ofthe then outsiaiiding 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 Psior 
Bonds, the Obligations, any previously issued Parity Bonds and the proposed refinding 
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, s'nali not 
exceed the average annual debt service requirements applicable to the then outstanding Prior 
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igations and any previously issued Parity Bonds for any year prior to the 
issuance of such proposed Parity Bonds arid the iedemptiG3 Gfthe Bozds tc bt: refi~ndecl. 

Section 11, Rates and Charges for Services of the System. While any Bonds are 
anding and unpaid, the rates for all services of the System rendered by the Governmental 
cy to its citizens, corporations, or others requiring the same, shall be reasc)n;lble md just, taking 
account and consideration the cost and value of said System, the cost of maintaining and 

same, the proper and necessary allowances for depreciation thereof, and the amounts 
r the retirement of the outstanding Bonds and the accruing interest on all such Bonds 

outstanding under the provisions of this Assistance Agreement and the Prior Bond 
, and there shall be charged such rates and amounts as shall be adequate to meet ail 

of the provisions of this Assistance Agreement. Prior to the issuance of the 
ations a schedule of rates and charges for the services rendered by the System to all users 

uate 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 
ices rendered by the System,without first filing with the Governmental Agency Clerk a 

elii5catisri of m TPxkpendent Consulting Engineer or a Certified Public Accountant that the 
annual iiet r e v e r ~ e s ~ ~  (deficed 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 PubIic Acc~ui~tant, se?Aing 
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 f?om 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 
or', such rnhimuri~ 120% coverage. 

Secticm 82. AB1 ~~~~~~~~~~~ of this Issue Are Equal. The Obligations authorized and 
permitted to be issued hereunder, and from time to time outstanding, shall no1 be eniiiied to p r k j ~ Q  
one over the other in the application ofthe income and revenues of the System regardless ofthe time 
or times of their issuance, it being the intention that there shall be no priority among the Obligations, 
the Prior Bonds and m y  P11-n_ty Bonds authorized or permiited to be issued under the prsvisions of 
this Assistance Agreement, regardless of the fact that they rnaj be actually issued and delivered at 
different tines. 
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Section 13. Defeasance and/or Rehnding of Obligations. The Governmental Agency 
reserves the right, at any time, to cause the pledge of the revenues securing the outstanding 
Ob]igatioIlS to be defeased and released by paying an amount into an escrow h n d  sufficient, when 

ested (or sufficient without such investment, as the case may be) in direct ob1igah.x of 0: 

igations guaranteed by the United States of h e r i c a ,  including book entry obligations and trust 
representing an ownership in direct obligations of the United States of America, to assure 

ilability in such escrow fund of an adequate amount (a) to call for redemption and to redeem 
re all of such outstanding Obligations, both as to principal and as to interest, on the next or 
ional redemption date, including all costs and expenses in connection therewith, and to pay 

1 and interest falling due on the outstanding Obligations to and on said date, or (b) to pay 
a1 and interest requirements on the outstanding Obligations as same matue, without 

in advance of maturity, the determination of whether to defease under (a) or (b) or both 
by the Governing Body. Such Permitted Investments shall have such maturities as to 
here will be sufficient funds for such purpose. If such defeasance is to be accomplished 

to (a), the Governmental Agency shall take all steps necessary to publish the required 
e redemption of the outstanding Obligations and the applicable redemption date. Upon 
arnount of such investments being placed in escrow and so secured, such revenue pledge 
tomatically hlly defeased and released without any further action being necessary. 

n 14. Contractual Nature of Assistance Agreement. The provisions of this 
greement shall constitute a contract between the Governmental Agency and the Issuer; 
'ssuance of any of such Obligations, no change, variation or alteration of any kind in 

f 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 
t thereon have been paid or provided for in full, or as otherwise provided herein; 

the Governing Body may enact legislation for any other purpose not inconsistent 
Assistance Agreement, and which shall not impair the secu-ritji of the Issuer 

se of curing any ambiguity, or of curing, correcting or supplementing any 
tent provisions contained herein or in any ordinance or other proceedings 

pointmeaat and Duties of Bond Registrar and Paying Agent. The Trustee 
s the bond registrar and paying agent with respect to the Obligations. 

tee shall be as follows: 

register all of the Obligations in the names of the Issuer; 

0 cancel and destroy (or remit to the Governmental Agency for desrmction, 
the Govenunental Agency) all exchanged, matured, retired and redeemed 

to maintain adequate records relevant thereto; 
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(3) To remit, but only to the extent that all required funds are made available to 
the Trustee by the Governmental Agency, semiannual interest payments directly to the 
Issuer’s accounts for the Program; 

(4) To notify the Issuer of any Obligations to be redeemed ar,d 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 far any acts 
it in good faith in reliance upon such advice. The Trustee shall not be liable for any actions 
good faith and believed by it to be within its discretion or the power confemed upon it by 
stance Agreement, or the responsibility for the consequences of any oversight or error in 

e Tnistee may at any time resign fkom its duties set forth in this Assistance Agreement 
s resignation with the Governmental Agency Clerk and notifylng the Issuer. Thereupon, 

hall 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. 

ding the foregoing, in the event of the resignation of the Trustee, provision shall be 
orderly transition of the books, records and accounts relating to the Obligations to the 

order that there will be no delinquencies in the payment of interest or principal 

16. Provisions in Conflict Repealed. All ordinances, resolutions and orders, or 
conflict herewith are, to the extent of such conflict, hereby repealed; and it is 

lly ordered and provided that any proceedings heretofore taken for the issuance of 
or secured in any manner by all or any part of the income and revenues of the 
thereof, and which have not heretofore been issued and delivered, are hereby 
ed, and none of such other bonds shall be issued and delivered. 

venant ofGovernmenta1 Agency to Take AH Action Necessary to Assure 
e htesnal Revenue Code of 1986. In order to asswe purchasers of the 
est thereon will continue to be exempt from federal and Kentucky income 

in exceptions sst out below), the Governmental Agency covenants to and 
e Governmental Agency will take all actions necessary to comply with the 
(2) the Governmental Agency will take no actions which will violate any 
Code, or would cause the Obligations to become “private activity bonds” 
e Code, (3) none of the proceeds of the Obligations will be used for any 

auSe the interest on the Obligations to become subject to federal income 
ntal Agency will comply with any and all requirements zs to r&zttp, ( a d  
0 )  to the United States of America of certain investment e d n g s  on the 
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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 

at interest on the Obligations shall be exempt from federal income 
tent shall be permissible (without jeopardizing such tax exemption 
o eliminate or reduce any restrictions concerning the investment of 

roceeds of these Obligations, or the application of such proceeds or of the revenues of the 
Obligations are deemed to have relied hlly upon these covenants 
the Governmental Agency as part of the consideration for the 
the extent that the Governmental Agency obtains an opinion of 

ally recognized bond counsel to the effect that non-compliance with any of the covenants 
ed in this Assistance Agreement or referred to in this Assistance Agreement would not 

t interest on the Obligations to federal income taxes or Kentucky income taxes, the 
ental Agency shall not be required to comply with such covenants or requirements. 

his Assistance Agreement is enacted in contemplation that Bond Counsel will render an 
as to exemption of principal of the Obligations from Kentucky ad valorem taxation and as 
tion of interest on the Obligations fi-om federal and Kentucky income taxation, based on 

tion by Bond Counsel that the Governmental Agency complies with covenants made by 
ntal Agency with respect to compliance with the provisions of the Code, and based 

n of compliance by the Governmental Agency with requirements as to any required 
rts with reference thereto) to the United States of America of certain investment 

ligations. The Governmental Agency has been advised that based 
ompliance, Bond Counsel is of the opinion that the Obligations 
e meaning of Section 148 of the Code. 

18. Insurance. (a) Fire and Extended Coverage. E and to the extent that the 
s structures above ground level, the Governmental Agency shall, upon receipt of the 

e sale of the Obligations, if such insurance is not already in force, procure fire and 
ge insurance on the insurable portion of all of the facilities of the System, of a kind 
unts as would ordinarily be carried by private companies or public bodies engaged 

ing fire and extended coverage insurance shall be maintained so long as any of 
e outstanding and shall be in amounts sufficient to provide for not less than full 

a loss fi-om perils insured against does not exceed eighty percent (80%) of the 
of the damaged facility. 

a a g e  to or destruction of any part of the System the GsxreF-~P,nkd 
Y mange foi the application of the insurance proceeds for the repair or 
amaged or destroyed portion thereof. 

sumnce on Facilities. So long as any of the Obligations are outstanding, the 
Y shall, procure and maintain, public liabilitykswmce relathg to the operation 

, 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 iqjury ar,d/or death; and not less thm $200,000 from claims for damage to property of 

which may arise from the Governmental Agency's operations of the System and any other 
ilities constituting a portion of the System. 

(c) Vehicle LiabiZity Insurance. If and to the extent that the Governmental Agency owns or 
crates vehicles in the operation of the System, upon receipt of the proceeds of the Obligations, 

vernmental Agency shall, if such insurance is not already in force, procure and maintain, so 
s 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 
dent, to protect the Govemental Agency from claims far bodily injury and/or death, and not 
han $200,000 against claims for damage to property of others which may arise from the 

n of such vehicles by the Governmental Agency. 

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

(a) The failure to pay principal on the Obligations when due and payable, either at 
rity or by proceedings for redemption. 

(b) The failure to pay any installment of interest on the Obligations when the same 
1 became due and payable. 

(c) The failure of the Governmental Agency to fulfill any of its obligations pursuant 
Assistance Agreement and to cure any such failure within 30 days after receipt of 

n notice of such failure. 

The failure to promptly repair, replace or reconstnct essentid fadi tks  of the 
er any major damage and/or destruction thereof. 

ccmence of an Event of Default, the Issuer or the Trustee on its behalf, as owner 
, may enforce and compel the performance of all duties and obligations of the 

t forth herein. Upon the occurrence of an Event of Default, then, upon 
rustee or the Issuer, any court having jurisdiction of the action may appoint 

r the System on behalf of the Governmental Agency, with power to charge 
cient to provide for the payment of the principal of and interest on the 
e payment of operation and maintenance expenses of the System, and to 

ome and revenues in conformity with this Assistance Agreement and with 
wealth of Kentucky. 

art from the foregoing, upon the occurrence of an Event of Default, the 
ations may require the Govemental Agency by demand, court order, 
raise all applicable rates charged for services ofthe System a reasonable 
e reqdirernents of this Assistance Agreement. 
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Section 20. Annual Reports. The Governmental Agency hereby agrees to provide or cause 
be provided to the Issuer and the Compliance Group audited financial statements prepared in 
cordance with generally accepted accounting principles (commencing with the fiscal year ended 
cember 3 1,2001) and such other financial &formation andlor operating data as requested by the 
uer or the Compliance Group. 

The annual financial information and operating data, including audited financial statements, 
be made available on or befare 120 days after the end of each fiscal year (December 3 1). 

ction 21. Supplemental Assistance Agreement. The Governmental Agency may, but 
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 thereafter to be observed; 

add to the covenants and agreements of the Governmental Agency in this 
ssistance Agreement, other covenants and agreements thereafter to be incurred by 

Governmental Agency or to surrender any right or power herein reserved to or 
vemmental Agency; 

f additional Parity Bonds; andor 

odify the terrns and conditions of this Assistance Agreement at the request of the 
in order to assist the Issuer in operating the Program or to maintain any rating 
er may have on its Program obligations. 

Remedy Exclusive. No remedy herein conferred upon or reserved to the 
xclusive, and every such remedy will be cumulative m d  will be in addition 

hereunder and every remedy now or hereafter existing at law or in 
se any right or power accruing tipon any default will impair 

and any such right and power may be exercised from time to time and as 

em. In the event that any agreement contained herein should be breached 
er waived by the other p a w ,  such waiver will be limited to the particular 
not be deemed to waive any other breach hereunder. 

21 



-- . . . _._ . 

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 

ploys attorneys or incurs other expenses for the enforcement of performance or observance of 
Y obligation or agreement on the part of the defaulting party herein contained, the defaulting party 
ees that it will pay on demand therefore to the non-defaulting party the fees of such attorneys and 

ch other expenses so incurred by the non-defaulting party. 

Section 25. Signnatures of Qffiacers. If any of the officers whose signatures or facsimile 
ures appear on this Assistance Agreement or any other document evidencing the Obligations 

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

ction 26. Severability Clause. If any section, paragraph, clause or provision of this 
Agreement shall be held invalid, the invalidity of such section, paragraph, clause or 

shall not affect any of the remaining provisions of this Assistance Agreement. 

22 



BULLOCK PEN WATER DISTRICT 

Chairman 
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.entucky Rural Water Fin 
in its name by its 

Water District has cau 
cer thereunder duly au 

ration has caused this 
and attested by its 
ance Agreement to be 

‘as of the day and y e a  

IN WITmSS wI3iEREOI 7 ,  the K 
signed 
ck Pen 
its ofli 

KENTUCKY RURAL WATER FINANCE 
CORPORATION 

BY --- 
President 

BULLOCK PEN WATER DTSTRICT 
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Bullock Pen Water District 
Refunding of Kentucky Rural Water Corporation Loan - Series 2001 C 

& 1978 Rural Development Bonds 

Debt Service Comparison 

Met New 
Date Debt Service 

12/31/2013 
1213 1/2Ol4 
12/31/2015 
12/31/2016 
12/31/2017 
12/31/2018 
12/3 1/2019 
12/31/2020 
12/3 11202 1 
12/31/2022 
12/31/2023 
12/31/2024 
12/31/2025 
12/3 1/20ZG 
12/31/2027 

90,659.69 
98,901.48 
98,901.48 
98,901.48 
98,901.48 
98,901.48 
98,901.48 
98,901.48 
98,901.48 
98,902.48 
8,241.41 

0.00 
0.00 
0.00 
0.00 

Total 989,014.42 

Old Net 
Debt Service 

130,723.75 
129,411.25 
127,948.75 
131,207.50 
129,142.50 
127,857.50 
54,2 11.25 
52,303.75 
50,396.25 
53,352.50 
51,172.50 
53,856.25 
51,403.75 
48,951.25 
51,362.50 

1,243,301.25 
Less Debt Ser Funds Used t o  Reduce Anlt Borrowed 
Less Closing Costs 

Savings 

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

Total Sources 

Uses of Funds 
Costs of Issuance 
Deposit to Current Refunding Fund 
Rounding Amount 

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 

254,286.83 206,400.31 
-113,734.22 -113,734.22 
-10.000.00 -10,000.00 

130,552.61 82.666.09 

U60,OOO.OO 
113,734.22 

973,734.22 
4 

10,000.00 
956,980.21 
6,7 54.01 

Total Uses 973.734.22 





XwiQial Loan Walues 

Loan Amount: $860,000.00 
Annual Interest Rate: 2.800 0 O/o 

Loan Date: 0 110 1/20 13 
Payment Frequency: Monthly 
Total Interest Due: $129,014.42 

Payment Schedule 

#/Year Date Payment 
Loan : 

3/01 
4/01 
5/01 
6/01 
7/01 
8/01 
9/01 
10/01 
11/01 

1/01 
2/01 

8,241.79 
8,241.79 
8 , 241.79 
8,241.79 
8 , 241.79 
8,241.79 
8,241.79 
8 , 241.79 
8,241.79 
8 , 241.79 
8,241.79 

Number of Payments: 
Periodic Payment: 
1st Payment Due: 
Last Payment Due: 
Total All Payments: 

Interest Principal 

2,075 - 9 8  6,165.81 
I, 861.41 6,380.38 
2.045.69 6.196.10 
1; 965.15 6 ; 276.64 
2,015.58 6,226.21 
1,935.94 6,305.85 
1,985.33 6,256.46 
1,970.23 6 , 271.56 
1,891.95 6,349.84 
1,939.76 6,302.03 
1,862.39 6,379.40 

120 
$8,241.79 

0210 1/2013 
01/01/2023 

$989,014.42 

Balance 
860,000.00 
853,834.19 
847,453.81 
841,257.71 
834,981.07 
828,754.86 
822,449.01 
816 , 192.55 
809,920.99 
803,571.15 
797,269.12 
790,889.72 

Y-T-D 2013 
Running 

12/01 
13/02 
14/02 
15/02 
16/02 
17/02 
18/02 
19/02 
20/02 
21/02 
22/02 
23/02 

Y-T-D 2014 
Running 

24/02 
25/03 
26/03 
27/03 
28/03 
29/03 
30/03 
31/03 
32/03 
33/03 
34/03 
35/03 

Y-T-D 2015 
Running 

36/03 
3 7/04 
3 8/04 
39/04 
40/04 
41/04 
42/04 
43/04 
44/04 
45/04 
46/04 
47/04 

12/31/13 90 , 659.69 21,549.40 69,110.27 
12/31/13 90 , 659.69 21,549.41 69,110.28 

01/0 1/14 8,241.79 1,909.15 6,332.64 784,557.08 
0 2 /01/ 14 8,241.79 1,893.86 6,347.93 778,209.15 
03/01/ 14 8,241.79 1,696.55 6,545.24 771,663.91 
04/01/ 14 8,241.79 1,862.74 6,379.05 765,284.86 
0 5/01/ 14 8,241.79 1,787.68 6,454.11 758,830.75 
06/01/ 14 8,241.79 1,831.76 6 ,410.0 3 752,420.72 
07/01/14 8,241.79 1,757.63 6,484.16 745 , 936.56 
08/01/14 8,241.79 1,800.64 6,441.15 739,495.41 
09/0 1/14 8,241.79 I, 785.09 6,456.70 733,038.71 
10/01/14 8,241.79 1,712.35 6,529.44 726,509.27 
11/01/14 8 , 241.79 1,753.74 6,488.05 720,021.22 
12/01/14 8,241.79 1,681.95 6,559.84 713 , 461.38 

12/3 1/ 14 98,901.48 
12/3 l/ 14 189,561.17 

0 l/Ol/ 15 
02/01/15 
0 3 /O 1/15 
04/01/15 
0 5/01/15 
0 6/0 1/ 15 
07/01/15 
0 8/01/ 15 
09/01/15 

11/01/15 
12/01/15 

l O / O l / l S  

.__.  

12/3 1/ 1 5  
12/3 1 / 1 5  

01/01/16 
02 /01/ 16 
03/01/16 
04/0 1/16 
0 5 / O m 6  
06/01/16 
07/01/16 
08/01/16 
09/01/16 
10/01/16 
1.1/01/16 
12/01/16 

8 , 241.79 
8,241.79 
8,241.79 
8,241.79 
8 , 241.79 
8,241.79 
8 , 241.79 
8 , 241.79 
8,241.79 
8,241.79 
8,241.79 
8,241.79 

98,901.48 
288,462.65 

8,241.79 
8 , 241.79 
8,241.79 
8,241.79 
8,241.79 
8,241.79 
8,241.79 
8,241.79 
8,241.79 
8,241.79 
8,241.79 
8,241.79 

2 1 , 4 7  3 .14 
43,022.55 

1,722.24 
1 ,706 .51  
1,526.93 
1,674.52 
1,605.10 
1,642 .65 
1,574.18 
1,610.62 
1,594.62 
1,527.59 
1,562.36 
1,496.30 

19,243.62 
62 ,266.17 

1,529.95 
l.,513.75 
1,400.79 
1,481.00 
1 ,417 .38  
1,448.20 
1,385.56 
1,415.26 
I, 398.78 
1,337.62 
I., 365.59 
1 , 3 0 5 . 4 3  

77,428.34 
146 , 5 38.62 

6,519.55 
6,535.28 
6 , 714.86 
6,567.27 
6,636.69 
6,599.14 
6,667.61 
6,631.17 
6,647.17 
6 , 714.20 
6,679.43 
6,745.49 

79 , 657.86 
226,196.48 

6,711.84 
6,728.04 
6 , 841.00 
6 , 760.79 
6 ,824 .41  
6,793.59 
6,856.23 
6,826.53 
6,843.01 
6,904.17 
6,876.20 
6,936.35 

706,941.83 
700,406.55 
693,691.69 
687,124.42 
680,487.73 
673,888.59 
667,220.98 
660,589.81 
653,942.64 
647,228.44 
640,549.01 
633,803.52 
.__  . - 

627,091.68 
620,363.64 
613 , 522.64 
606,761.85 
599,937.44 
593,143.85 
586,287.62 
579,461.09 
572 , 618.08 
565,713.91 
558,837.71 
551,901.35 



Y-T-D 203.6 12/31/15 98,901.4 1: 1.5,999.31 GI, 902.17 
Running 12/31/16 387,364.13 79,265.48 308,098.65 

48/04 
49/05 
SO/OS 
51/05 
52/05 
53/05 
54/05 
55/05 
56/05 
57/05 
58/05 
59/05 

01/01/ 17 
02 /01/17 
0 3/01./17 
04/01/ 17 
0 5 /O 1/ 17 
06/01/17 
07/01/17 
08/01/17 
09/01/17 
10/01/17 
11/01/17 
12/01/17 

8,241.79 
8,241.79 
8,241.79 
8,241.79 
8,241.79 
8,241.79 
8,241.79 
8,241.79 
8,241.79 
8,241.79 
8,241.79 
8,241.79 

1,332.25 
1,315.57 
1,173.02 
1,281.79 
1,224.13 
1,248.05 
1,191.40 
1,214.14 
1,197.18 
1,142 .06 
1.,163.04 
1,108.94 

6,909.54 
6,926.22 
7,068.77 
6 , 960.00 
7,017.66 
6,993.74 
7,050.39 
7,027.65 
7,044.61 
7,099.73 
7,078.75 
7,132.85 

544,991.81 
538,065.59 
530,996.82 
524,036.82 
517,019.16 
510,025.42 
502,975.03 
495,947.38 
488,902.77 
481,803.04 
474,724.29 
467,591.44 

. . . ._  , , -  .... . . . . .. . . .. . . . . . . . .. . . . . . . ... . . - . . . 

Y-T-D 2017 12/31/17 98,901.48 14,591.56 84,309.91 
Running 12/31/17 486,265.61 93,857 .OS 392,408.56 

60/05 
61/06 
62/06 
63/06 
64/06 
65/06 
66/06 
67/06 
68/06 
69/06 
70/06 
71/06 

8.241.79 1,128.73 
1,111.56 
988.33 

1.076.84 

7,113.06 
7,130.23 
7,253.46 
7,164.95 
7,216.46 
7,199.67 
7.2 50.14 

460,478.38 
453,348.15 
446,094.69 
438,929.74 
431.713.28 

8i241.79 
8 , 241.79 
8 , 241.79 
8,241.79 
8.241.79 

1;025.33 
1,042.12 
991.65 

1,007.24 
989.78 

424; 513.61 
417,263.47 
410,028.92 
402,776.91 
395,475.99 
388,188.85 
380,853.86 

8i241.79 
8,241.79 
8,241.79 
8,241.79 
8,241.79 
8,241.79 

7j234.55 
7,252.01 
7,300.92 
7,2 87.14 
7,334.99 

940.87 
954.65 
906.80 

- -  

Y--7-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 
73/07 
74/07 
75/07 

01/01/19 
02/01/19 

8,241.79 
8,241.79 
8,241.79 
8,241.79 
8.241.79 

919.35 
901.68 
798.32 
865.99 
820.79 
830.27 
786.15 
794.38 

7,322.44 
7,340.11 
7,443.47 
7,375.80 
7,421.00 
7.411.52 

373,531.42 
3 66,191.3 1 
358,747.84 
351.372.04 
343 ; 951.04 
336,539.52 

7 ; 455.64 329,083.88 
7,447.41 321,636.47 
7,465.38 314.171.09 
7,507.90 
7.501.53 

8; 241.79 
8,241.79 
8,241.79 
8,241.79 
8,241.79 
8,241.79 
8,241.79 

776.41 
733.89 
740.26 

306; 663.19 
299,161.66 
291,618.70 698.83 7iS42.96 

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 8,241.79 
8.241.79 

703.95 
685.75 
624.40 
649.12 
610.42 

7,537.84 284,080.86 
7,s 56.04 276,524.82 
7,617.39 268,907.43 
7,592.67 261,314.76 
7,631.37 253,683.39 
7,629.42 246,053.97 
7 , 667.02 238,386.95 
7.666.34 230.720.61 

8; 241.79 
8,241.79 
8,241.79 
8,241.79 
8.241.79 

612.37 
574.77 
575 .45 
556.94 
521.00 

81241.79 
8,241.79 
8,241.79 
8,241.79 
8,241.79 

7; 684.85 223 ; 035.76 
7,720.79 215,314.97 
7,722.04 207,592.93 
7,756.86 199,836.07 

519.75 
484.93 

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 
8 , 241.79 463.66 7,778.13 184,298.54 

401.78 7,840.01 176,458.53 
97/09 02/01/21 

8,241.79 
99/09 04/01/21 8,241.79 425.96 7,815.83 168,642.70 
98/09 03/01/21 



100/09 
i01/09 
102/09 
103/09 
104/09 
105/09 
106/09 
107/09 

0 5/01/2 1 
06/01/21 
07/01/2 1 
08/01/21 
09/01/21 
10/01/21 
11/01/21 
12/01/21 

3 , 2 4 I. 79 
8,241.79 

8,241.79 
8,241.79 
8,241.79 
8 , 241.79 
8,241.79 

8 ,2 / -~1 .79  

393.94 
388.15 
357.27 
350.16 
331.11 
301.93 
292.84 
264.82 

7,847.85 160,794.85 
7,853.64 152,941.21 
7,884.52 145,056.69 
7,891.63 137,165.06 
7,910.68 129,254.38 
7,939.86 121,314.52 
7 , 948.95 113,365.57 
7,976.97 105,388.60 

Y-T-D 2021 12/31/21 98,901.48 4,454.00 
Running 12/31/21 881,871.53 127,260.13 

108/09 
109/10 
110/10 
111/10 
112/10 
113/10 
114/10 
115/10 
116/10 
117/10 
118/10 
119/10 

8,241.79 
8,241.79 
8 , 241.79 
8,241.79 
8 , 241.79 
8 , 241.79 
8 , 241.79 
8,241.79 
8 , 241.79 
8,241.79 
8 , 241.79 
8 , 241.79 

254.40 
235.12 
194.89 
196.37 
171.23 
157.46 
133.49 
118.38 

98.77 
76.56 
59.40 
38.37 

94,447.47 
754,611.40 

8i045.42 73 
8,070.56 65 
8,084.33 57 
8,108.30 49 
8 , 123.41 40 
8 , 143.02 32 
8.165.23 24 

7,987.39 97,401.21 
8,006.67 89,394.54 
8.046.90 81 347.64 

302.22 
231.66 
147.33 
039.03 
915.62 
772.60 
607.37 

8 ;  182.39 16,424.98 
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. 





Debt LFervice Comparison 

Net New Old Net 
Date Debt Service Debt Service Savings 

12/31/2013 
1213 1/2014 
12/31/2015 
1213 1/20 16 
1213 112017 
12/31/2018 
12/31/2019 
12/31/2020 
12/31/2021 
12/31/2022 
1213 112023 
12/31/2024 
12/31/2025 

1213 112027 
12/31/2026 

90,659 “69 
98,901.48 
98,901.48 
98,901.48 
98,901.48 
98,901.48 
98,901.48 
98,901.48 
98,901.48 
98,901.48 

8,241.41 
0.00 
0.00 
0.00 
0.00 

130,723.75 
129,411.25 
127,948.75 
131,207.50 
129,142.50 
127,857.50 
54,2 11.25 
52,303.75 
50,396.25 
53,352.50 
51,172.50 
53,856.25 
51,403.75 
48,951.25 
51,362.50 

40,064.06 
30,509.77 
29,047.27 
32,306.02 
30,241.02 
28,956.02 

-44,690.23 
.-46,5 97.7 3 
-48,505.2 3 
-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 

Total 989,014.42 1,243,301.25 254,286.83 206,400.31 
Less Debt Ser Funds Used to Reduce Amt Borrowed -113,734.22 -113,734.22 
Less Closing Costs -10,000.00 -10,000.00 

Savings 130,552.61 82,666.09 

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

860,000.00 
113,734.22 

Total Sources 973,734.22 

Uses of Funds 
Costs of Issuance 
Deposit to Current Refunding Fund 
Rounding Amount 

10,000 .oo 
956,980.21 

6,754.01 -..- 

Total Uses 973,734.22 





RESOLIJTION NO. 

A RESOLUTION OF THE BULLOCK PEN WATER DISTRICT, 
ATJTHORIZING 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 
PUBLJC 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 (11) ASSISTANCE AGREEMENT DATED 
AS OF MAY 1, 2002 BETWEEN THE KENTUCKY RTJRAL WATER 
FINANCE CORPORATION AND THE BULLOCK PEN WATER DISTRICT, 
THE PROCEEDS OF WHICH WERE EACH TJSED TO FINANCE THE 
CONSTRUCTION OF IMPROVEMENTS TO THE DISTRICT'S 
WATERWORKS SYSTEM; PROVIDING FOR THE TERMS AND 
CONDITIONS TJPON WHICH SAID LEASE IS TO BE EXECUTED; 
SETTING FORTH THE TERMS AND CONDITIONS TJPON WHICH THE 
DISTRICT'S WATERWORKS SYSTEM SHALL CONTINUE TO BE 
OPERATED; AND ATJTHORIZING CERTAIN OTHER ACTIONS IN 
CONNECTION WITH THE EXECUTION OF SAID LEASE. 
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RESOLUTION NO. 

A RESOLUTION OF THE BTJL,LOCK 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 
PTJBLJC SERVICE COMMISSION OF THE COMMONWEALTH OF 
KENTUCKY, TO PROVIDE FUNDS TO CTJRRENTLY REFUND THE 
OTJTSTANDING (I) BTJLLOCK PEN WATER DISTRICT WATERWORKS 
REVENUE BONDS OF 1978 AND (11) ASSISTANCE AGREEMENT DATED 
AS OF MAY 1, 2002 BETWEEN THE ICENTUCICY RURAL WATER 
FINANCE CORPORATION AND THE BUL,LOCIC 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 WATERWONCS SYSTEM SHAL,L CONTINUE TO BE 
OPERATED; AND ATJTHORIZING 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 l'Districtl') may own and operate a wateiworks 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 though 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 liereto fore entered into an Assistance Agreement dated 
as of May 1, 2002 with the Kentucky Rural Water Finance Corporation (the "Prior ICRWFC 
Loan," and together with the Prior 1978 Obligations, the "Prior Obligations") to finance 
improvements to the System; and 

WHEREAS, tlie 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 aiid desirable that the District execute a Lease Finance Agreement, to 
be dated as of the date of its execution and delivery (the "Leaset1), with The Bank of Kentucky, 
Inc. (tlie "Lessor") in an aggregate principal amount not to exceed $860,000, subject to approval 
by the Public Service Coinmission of the Conmonwealtli 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 teixis aiid 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 BTJLLOCIC 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 1 O(E) hereof. 

"Board of Cornmissioners" 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 tlie 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 
vai-ious 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 L,egislation and which is to be maintained and continued pursuant 
to Section 8(B) hereof. 

'lDistrict" 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. 
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"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 hture delivery or purchase of obligations backed by 
the fix11 faith and credit of the United States or a United States governmental agency, including 
but not limited to: 

1. United States Treasury; 
2. 
3. Farmers Home Administration; 
4. 
5. Merchant Marine bonds; 

Export-Import Bank of the United States; 

Government National Mortgage Corporation; and 

(c) 
limited to: 

Obligations of any corporation of the United States govenmeiit, including but not 

1, 
2. Federal Farm Credit Banks; 
3. Bank for Cooperatives; 
4. Federal Intermediate Credit Banks; 
5.  Federal Land Banks; 
6. Federal Home Loan Banks; 
7. 
8. Tennessee Valley Authority; 

Federal Home Loan Mortgage Corporation; 

Federal National Mortgage Association; and 

(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 ISRS 41.240(d); 

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

(f) Bankers' acceptances for banks rated in one (1) of the thee  ( 3 )  highest categories 
by a nationally recoguized rating agency; 

(8) Commercial paper rated in the highest category by a nationally recognized rating 
agency; 
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(11) 
instnimetitali ti es; 

Bonds or certificates of indebtedness of this state and of its agencies and 

(i) 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 thee  highest categories by a nationally 
recognized ratiiig agency; arid 

(i) 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; 
The management company of tlie investment company shall have been in 
operation for at least five ( 5 )  years; and 
All of the securities in the mutual fund shall be eligible iiivestrnents as 
used in this definition. 

2. 

3. 

'KRS" means the Kentucky Revised Statutes. 

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

"Lessor" means The Bank of Kentucky, Inc. 

"1 978 Bond Legislation" means the resolution of the District adopted On March 29, 1978 
authorizing the Prior 1978 Obligations. 

"1 982 Bond L,egislatioii" means the resolution of tlie 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 tlie generality of the foregoing, payments of the principal of, and interest on, Inferior 
Debt, salaries, supplies, utilities, mailing, labor, materials, office rent, maintenance, upkeep, 
fixrnishings, equipment, repair of facilities, insuraiice prerniums, 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 200 1 G 
Obligations, the 2002 Obligatims, the 2004 Obligations and tlie 200SB Obligations. 
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"Parity Debt" means the L,ease, 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 $71 5,000. 

"Prior Obligations" means, collectively, tlie Prior 1978 Obligations and the Prior 
ISRWFC 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 tlie Prior Obligations from the proceeds of the Lease. 

"Revenue Fund" means the h n d  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 inconie 
received by the District, if any, from any agency of government, both federal and state, as 
representing inconie or operating subsidies, as distinguislied from capital grants, to tlie extent not 
otherwise required to be treated and applied. 

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

"System" means the wateiworks 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 Distiict and the Kentucky Rural Water Finance Corporation in tlie original principal 
amount of $98,000. 
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"200SB Obligations" means the Assistance Agreeinent dated as of October 19, 2004 
between the District aiid the Kentucky Rural Water Finance Corporation in the original principal 
amount of $290,000. 

"US. Obligations" means bonds or notes which are the direct obligations of the United 
States of America or obligations the principal of and interest 011 which are guaranteed by the 
Uiiited 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 tlie Icentucky 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 deteiiiiiiied by the District 
that the total cost of the refunding of tlie Prior Obligations (including prepayment premiums, 
accrued interest, outstanding principal, legal and administrative expense, publication costs and 
all necessary and incidental expenses tliereto) will not exceed $860,000 and it is necessary that 
the District authorize and execute and deliver tlie 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 tlie date of its execution and delivery, aiid 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 arid principal on tlie Lease shall be payable monthly on each monthly anniversary 
of the date of execution aiid delivery of tlie Lease, commencing on the first monthly anniversary 
of the date of execution and delivery of the Lease, in substantially level installmenits. 

The Lease shall mature on the anniversary date whicli is fifteen years after tlie date of 
execution aiid 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 tlie priiicipal 
amount to be prepaid, plus accrued interest to the date of prepayment but without prepayment 
penalty. 

In tlie event the District elects to prepay less than all of tlie lease, the Lessor and the 
District shall amend the payment schedule set fortli in the Lease to reflect tlie correct unpaid 
priricipal balance followiiig the partial prepayment and to provide for substantially level 
payments of principal and interest over tlie then remaining tenn 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. 
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All principal payments as to which the District exercises the riglit 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 tlie interest thereon, shall be payable solely and only out of tlie 
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 tlie same form as set foiiii 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 tlie Chairman and attested by the 
manual signature of the Secretary. 

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

The remaining Lease proceeds shall be deposited to the Cost of Issuance Fund aiid shall 
be disbursed to pay fees aiid expenses iiicurred in connection with tlie execution, delivery aiid 
issuance of tlie 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 suin due for work perfoimed in connection with 
the execution and delivery of the L,ease and is eligible for payment by the District from the 
proceeds of the Lease herein authorized. 

SECTION 8. Disposition of System Revenues. From and afier tlie delivery of the L,ease 
authorized under the provisions of this Resolution, tlie said System shall be operated on a fiscal 
year basis, commencing January 1 and ending on the immediately succeediiig December 3 1, and 
on that basis all income and revenues derived directly or indirectly from the operatioii of said 
System shall be deposited promptly and as received first to the credit of tlie Revenue Fund 
established under the 1978 Bond Legislation, which is hereby directed and ordered to be 
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continued. Such Revenue Fund shall be held separate and apart fkoin 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 moiiies so deposited in such Revenue Fund shall be 
expended only in the manner and order as provided in tlie 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 sliall be held and applied by the District as follows: 

Beginning with the month followiiig the delivery of the Lease, there shall be transferred 
from tlie 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-aimual 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 tlie principal of any Parity Debt requiring 
annual principal payments plus (b) tlie next succeeding principal installment 011 the L,ease 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 sliall be in addition to tlie 
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 tlie 
same shall be secured (to the exteiit not insured by FDIC) by a valid pledge of bonds, notes, or 
certificates of indebtedness of tlie United States Government having at all times an equal market 
value; or the same may, upon order of tlie Board of Commissioners, be invested and reinvested 
in interest-bearing obligations of, or obligations the principal of and interest on which are 
guaranteed by, tlie Uiiited States Government, maturing no later than six months from the date 
tlie investment is made, or tlie 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 maimer. 

(B) Depreciation Fund. The Depreciation Fund created and established by tlie 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 tlie 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. 
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In addition to the monthly transfers to said Depreciation Fund, the proceeds from tlie 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 exteiisions and improvements, and tlie proceeds fi-om 
any property damage insurance, are required to be deposited in the Depreciation Fund and used 
only for the purposes for which such fiand is established. Monies in the Depreciation Fund shall 
be used for making extraordinary maintenance, repairs, renewals, or replacements to tlie System, 
which would be necessary to keep the System in good operating condition, only when there is 
not Sufficient money included in tlie 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. 
Notwitlistanding anything contained herein to tlie 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 tlie Siilkiiig Fund sufficient to 
prevent a default. 

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

(C) Operation and Maintenance Fund. The Operation and Maintenance Fund created 
and established by the 1978 Bond L,egislation shall continue to be rnaintaiiied as long as the 
Lease and any Parity Debt are outstanding. So long as the L,ease 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 Inontli period pursuant to the Annual Budget, for which provision 
was made in the 1978 Bond L,egislation and for which provision is hereinafter made. 

(D) Surplus Funds. After tlie 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 tlie Depreciation 
Fund or to the Sinking Fund for application to tlie 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 tlie 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 sliall be deposited in tlie Depository Bank, and all such deposits which cause 
tlie 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 tlie Lessor that it will make no use of the proceeds of such 
Lease at any tirne during the term thereof which, if such use had been reasonably expected on tlie 
date of issue of such Lease, would have caused such Lease to be "arbitrage bonds". Such 
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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, tlie 1982 Bond 
Legislation and this Resolution. 

The Lease and any Parity Debt authorized to be issued by 1978 Bond Legislation, the 
1982 Bond Legislation arid this Resolution and from time to time outstanding, shall not be 
entitled to priority one over tlie other in the application of the Revenues or tlie 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, coiistiuct and install additions, extensions, betterments, or 
improvements thereto; (c) acquire existing waterworks or water distribution systems fi-om any 
person; arid (d) refund any debt outstanding, provided in each instance that: 

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

(ii) 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 armual 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 indeperident certified public accountant (subject 
to adjustments as hereinafter provided) to have been equal to at least 120% of the average 
aimual debt service requirements 011 the Lease arid all Parity Debt outstanding payable 
from the Revenues, together with the Parity Debt then to be issued, calculated on the 
basis of tlie principal and interest on all such Parity Debt being payable in approximately 
equal aimual installnients. 

With reference to the requirements of subparagraph (iii) of this Section 9(A), tlie amount 
of Revenues, and the "net annual revenues" of the System, may be adjusted (i) to reflect and take 
into account for tlie historical period being tested, any revision in the schedule of rates, rentals 
and charges being actually imposed and billed by tlie District at tlie time of issuaiice of such 
Parity Debt, and (ii) an increase iri "net aimual revenues" to be realized within 12 montlis of tlie 
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 sei-vice on the Parity 
Debt. 

Nothing in this Section 9(A) is intended or shall be construed as a restriction upon the 
ordinary reftinding 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 "pennitted" 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 payrneiit 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 
Legislatioii and 1982 Bond Legislation, the District may issue its bonds or other obligations 
payable from the Reveiiues 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, lieiis 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 terns and coiiditioiis of 
this Sectioii 9(B). 

SECTION 10. General Covenants of tlie 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 refereiice to said System 
required by the Constitution and laws of the Coinmoiiwealth of Kentucky and by the ternis and 
provisions of this Resolution. 

(B) It will at all times operate said System on a revenue-producing basis and will 
pei-mit 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 arid 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 aiid charges for services rendered and 
facilities afforded by said System, and tlie same shall be reasonable and just, taking into account 
And consideration the cost had value of tlie 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 tlie orderly retirement of all Debt arid 
the Lease herein authorized, and the accruing interest thereon aiid the accumulation of reserves 
as lierein provided, aiid sucli rates aiid charges shall be adequate to meet all such requirements as 
provided in this Resolution and sliall, 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 cuireiit fiscal year of the System, and 
thereafter, on or before the first day of each fiscal year so long as any boiids 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 funlish 
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 tlie 
Depreciation Fund for extensions, improvements aiid extraordinary repairs and maintenance and 
payments into the Siillting 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, aiid 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 deteimining 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 tlie System so that the same will 
be adequate to meet all of sucli requirements. 

(F) It will maintain tlie rates and charges for tlie services furnislied by such System 
which are in effect at the time of the delivery of the Lease herein authorized, and wliicli shall not 
be reduced uiiless ail independent, recognized and reputable Independent Consulting Engineer or 
Certified Public Accountant not in tlie 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 cuirent debt 
service requirements, depreciation requirements, operation arid niainteiiance requirements and 
their several reserves, and provided those requirements aiid reserves have been accumulated to 
the maximum accumulation required by Section 8 of this Resolution. Such statement shall set 
forth facts arid figures which will support the conclusion reached. 

(G) It will at all times segregate the revenues of tlie System fi-om 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 tlie maimer 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 
distinguisliable from all otlier municipal records and accounts, showing complete aiid 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, aiid any agent or representative of a Holder or the 
Lessor. Additionally, if requested to do so by tlie Lessor, said District will furnish to such Lmsor 
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. 

(I) It will, within one hundred eighty (180) days after the end of each fiscal year, 
cause an audit to be made of tlie 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 whetlier the 
books and records are being kept in compliance with this Resolution and in accordance with 
recognized accounting practices, aiid will promptly cause a copy of tlie audit report to be filed in 
tlie Office of the Secretary where it will-be available for public inspection, aiid will promptly 
mail a copy thereof to the Lessor. If requested to do so, tlie District will fumisli 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 experises incurred in causing such audits to be made, and copies 
distributed, sliall constitute proper expenses of operating and maintaining tlie System, and may 
be paid from revenues allocated for such purposes, as lierein provided. 

(J) 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 tlie making and collecting of sufficient rates and 
segregation of tlie revenues aiid application thereof. 

(K) If tliere be any default in the payment of the principal of or interest on any of said 
Parity Debt or tlie Lease, tlien upon tlie 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 tlie payment 
of aiiy bonds or obligations outstanding against said System, and for tlie payment of current 
expenses, and to apply the revenues in conformity with tliis Resolution aiid the provisions of said 
statutory laws of Kentucky aforesaid. 

(L) The District will cause each officer or otlier person (other than depository banks) 
having custody of aiiy monies administered under tlie provisions of this Resolution to be bonded 
at all times in an amount at least equal to tlie 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 iii 
ICentucky and approved by tlie Board of Commissioners, and tlie premiums for such surety shall 
constitute a proper expense of operating the System, and may be paid from monies available in 
the Operation arid Maintenance Fund. 

SECTION 11. Lessor's Riglit to Enforce Covenants. The Lessor, either at law or in 
equity, by suit, action, mandamus or other proceedings, enforce and compel perfonnaiice by said 
District aiid its officers and agents of all duties imposed or required by law or this Resolution in 
connection with the operation of said System, including tlie making and collection of sufficient 
rates and segregation of the income aiid revenues and the application thereof. 
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If there be any default in the payment of the priiicipal of or iiiterest 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 tlie payment of operating expenses and to apply tlie income and 
revenue in conformity with this Resolution and with tlie 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 aiid to the extent that the System includes 
structures above ground level (including equipment aiid machinery but not including elevated 
tanks and noli-combustible materials) the District shall, upon the execution and delivery of the 
L,ease if such insiirance is iiot 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 iiisuraiice is iiot already in force, procure arid maintain, so long as tlie Lease are outstanding 
public liability insurance relating to the operation of the facilities of the System with limits of iiot 
less than $200,000 for one person and $500,000 for more than one person involved in one 
accident, to protect tlie District fi-om claims for bodily injury and/or death, and not less than 
$100,000 fi-om 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 aiid 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, aiid not less than $100,000 against claims for damage 
to property of others which may arise fi-om the operation of such vehicles by the District. 

(D) Worlunen'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. Tlie provisions of this Resolution shall 
constitute a contract between tlie District and tlie 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. Besignation as Qualified Tax-Exempt Obligation. The District hereby 
specifically designates the Lease as a "qualified tax-exempt obligation" for purposes of Section 
26S(b)(3) of the Internal Revenue Code of 1986 (the Tode"). 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. Tlie District, by the adoptioii 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. 

A t H .  / /  

Bdlock Pen W a t e r w c t  
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LEASE FINANCE AGREEMENT 

This Lease Finance Agreement ("Lease"), made arid 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 Commoriwealth 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 L,ease 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," a d  together with the Prior 
1 978 Obligations, the "Prior Obligations"), issued to finance improvements to the Lessee's 
waterworks system (the "System"), all of wliich is located within the boundaries of the Lessee 
aiid is more specifically identified in Exhibit A hereto (the "Leased Facilities"); and 

WHEREAS, in conjuiictioii with the refinancing of the Prior Obligations, the Lessor 
wishes to lease to the Lessee, aiid 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 
Cornmissioii 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 tlie Resolution) and that the Lessee may issue obligations 
ranking on a parity with this Lease subject to, aiid in accordance with, the provisions of this 
L,ease 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 aiid References. (a) In addition to the terms defined 
elsewliere 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: 

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



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

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

"Closing Date" means tlie date on which tlie L,ease is executed and delivered by tlie 
Lessor and tlie 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 Datett means January 1 , 2023. 

"Independent Counsel" means any attoiiiey or attoirieys duly admitted to practice law 
before the liigliest court of any state and not an officer or full time employee of L,essor or L,essee 
and who is not reasonably objected to by tlie Purchaser. 

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

t'Lease Payment means the Lease Payment Account to receive Lease Payments. 

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

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

"Lease Term'' means, tlie tenn of tlie Lease, commencing on the date of execution of the 
Lease though arid including the earlier of the date the Lessee exercises its option to purchase or 
the end of tlie 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 Comrnonwealtli of Kentucky. 

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

"Peirnitted Investments" means: 

(a) Obligations of the TJnited 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 
irivestmeiits may be accomplished tllrougli repurchase agreements reached with sources 
including, but not limited to, national or state banks chartered in Kentucky; 
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(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: 

1. United States Treasury; 
2. 
3. Farmers Home Administration; 
4. 
5. Merchant Marine bonds; 

Export-Import Bank of the United States; 

Government National Mortgage Corporation; and 

(c) 
limited to: 

Obligations of any corporation of the United States government, including but not 

1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 

Federal Home Loan Mortgage Corporation; 
Federal Farm Credit Banks; 
Bank for Cooperatives; 
Federal Inteimediate Credit Banks; 
Federal Land Banks; 
Federal Home Loan Banks; 
Federal National Mortgage Association; and 
Tennessee Valley Authority; 

(d) Certificates of deposit issued by or other interest-bearing accounts of any bark 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 ICRS 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; 

(0 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) 
insti-umentalities; 

Bonds or certificates of indebtedness of this state and of its agencies and 

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

(j) Shares of mutual fixnds, each of which shall have the following characteristics; 

1. The mutual furid 
registered under 
amended; 

shall be an open-end diversified investment company 
the Federal Investment Company Act of 1940, as 
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2. 

3. 

The management company of the investment company shall have been in 
operation for at least five ( 5 )  years; and 
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 ICRWFC 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 $7 15,000. 

"Prior Obligations" means, collectively, the Prior 1978 Obligations and the Prior 
KRWFC 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 Exhbit 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 1 8,20 12 authorizing 
the execution and delivery of the Lease. 

"Special Counsel" means Peck, Sliaffer & Williams, Covington, Kentucky. 

"State" means the Commonwealth of Kentucky. 

"System'' means the Lessee's waterworks system. 

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

SECTION 2. Assimmient of Warranties. LESSOR MAKES NO WARRANTY OR 
REPRESENTATION AS TO THE TITLE, VALTJE, DESIGN, CONDITION, FITNESS FOR 
PARTICUL,AR 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 otlierwise expressly provided in this Lease, this Lease shall 
not modify, affect or supersede the respective liabilities, obligations, lights, duties and 
responsibilities of the Lessee under any contracts it may have with respect to the construction, 
reconstruction, or repair of the Leased Facilities. 
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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 Tenn. 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 L,ease 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. Disbursenients of Proceeds of Lease. There are hereby established two 
funds to be held by the Lmsor and designated "Bullock Pen Water District - Redemption Fund" 
(the "Redemption Fund") and "Bullock Pen Water District - Cost of Issuance Fund" (the T o s t  of 
Issuance Fund"). Upon execution and delivery of this Lease, there shall be deposited to the 
Redemption Fund froin 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 IUIWFC Loan oii 

shall irnmediately be transferred to tlie 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 nioiieys in the Redemption Fund for payment of the Prior Obligations: 

, and (ii) $ 

The remainiiig Lease proceeds shall be deposited to the Cost of Issuance Fund hereby 
created and shall be disbursed to pay fees and expenses incurred iii 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 & Williains LLP upon receipt of a statement from such firm 
addressed to tlie Lessee requesting payrneiit for services rendered in coimectioii with the Lease. 

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

SECTION 6. Tern]. The teim of this Lease shall coinmence 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. Relit and Security. (a) Lessee agrees to pay to L,essor during the Lease 
Term the Lease Payments, including the interest componeiits thereof, equal to the amounts 
provided below in this Section. The Lease Payneiits during the L,ease Term will be absolute and 
unconditional in all events and will iiot 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 Relit directly to the Lessor the following amounts: 

(i) Lessee agrees to pay the Base Retit specified iii 
Exhibit B. Each payment shall be applied first to payrneiit 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: 

(i) 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 
acluiowledges 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 L,essor of a statement therefor, as 
Additional Rent an amount equal to those charges and taxes 
imposed on Lessor. 

(ii) L,essee 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 arid 
expenses, the Lessor's out-of-pocket expenses, and tlie 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, tlie 
Lessor shall have tlie right, but shall not be obligated, to pay or advance the amount of sucli 
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 froin investment of the amount paid or advanced before repayment 
thereof as determined by the Piime Rate, as annouiiced in The Wall Street Journal, plus 1%. 
Lessor shall notify Lessee in writing of tlie 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 tlie System in accordance 
with the provisions of the Resolution. 

(9 Lessee hereby grants Lessor a statutory moi-tgage lien on the L,eased Facilities in 
accordance with Section 14 of tlie Resolution. 

(g) Lease Payments sliall be payable at the principal office of tlie L,essor 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 sucli 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 coimection with 
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this Lease or the Leased Facilities that constitutes an obligation the interest on which is 
includible in gross income for federal income tax purposes or an "arbitrage bond" under 3 148 of 
the Internal Revenue Code of 1986, as amended (tlie "Code"), and the regulations prescribed 
under that Section and any subsequent ameiidmeiits or modifications thereto. Any officer of the 
Lessor or Lessee having responsibility with respect to tlie 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 33 103 and 
148 of the Code and those regulations, setting forth the reasonable expectations of tlie Lessor or 
Lessee on the date of entering into this Lease regarding this Lease aiid the use of those moneys. 

(b) Lessee represents and covenants that it will not use the Leased Facilities, or 
permit the L,eased Facilities to be used, in such a manner as would result in tlie exclusion from 
gross income for federal income tax purposes of the component of the Base Rent designated as 
interest on Exhibit B afforded under 6 103(a) of the Code. 

(c) The Lessee will keep accurate accounts of the investment earnings on nonpurpose 
investments aiid will timely rebate to the United States (a) the excess of the aggregate amount 
earned on all nonpurpose investments over tlie amount which would have been earned if all 
nonpurpose investments were invested at a rate equal to tlie 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 !j 103(a) of the 
Code, of the Base Rent designated as tlie 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 vii-tue of the laws of tlie State; (ii) tlie execution, delivery and performance by the Lessee 
of this Lease have been duly authorized by all necessary action on the part of the Lessee, 
iiicludiiig 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 tliings necessary to preserve and keep the Lease in full 
force and effect; (ii) it has complied with all requirements applicable to it, and lias 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 tlie Lease Term sliall 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 sliall become the property of Lessee and title thereto free 
and clear of tlie security interest herein granted shall vest in tlie L,essee 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 (iii) the complete payment aiid perfonnaiice by Lessee of 
all of its obligations during tlie Lease Tenn. 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 
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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 L,essee that Lessee 
intends to purchase tlie Leased Facilities on the terms set forth in this L,ease. 

SECTION 1 1. Real Property. The Leased Facilities are arid 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 careful manner for the use contemplated by this L,ease and the ICentucky 
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 
governrriental liceiises arid pennits required for ownership and operation of the Leased Facilities. 

(c) Lessee will repair aiid 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 Tenn, unless there is an Event of Default, it 
will not impair tlie Lessee's abilities to operate or maintain tlie Leased Facilities in sound 
operating condition so that the Leased Facilities will be able to carry out its intended functions. 

(e) Lessee releases L,essor from, agrees that it shall not be liable for and, solely to the 
extent permitted by law, indernriifies 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 tlie Leased Facilities or any part thereof, (b) any accident, injury or death to 
persons or damage to property occurring on or about tlie 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 
tlie part of Lessee to perform or comply with any of the tenns hereof or (e) the performance of 
any labor or services or the furnishing of any materials or other property in respect of the L,eased 
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 arid defended by Iiidependeiit Counsel. 

Lessor agrees to indemnify and save harmless Lessee against arid from any and all cost, 
liability, expenses and claims arising fi-om any breach or default on the part of Lessor in the 
performance of any covenant or agreement on tlie 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 aiid 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 actioii or proceediiig be brought against L,essee by reason of any such 
claim, Lessor upon notice from Lessee covenants to resist or defend such actioii (using counsel 
acceptable to Lessee) or proceedings at Lessor's expense. 
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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 tlie nature 
of the Leased Facilities or the fuiictionality 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 otlier 
alteration, addition, improvement, substitution or replacement as the Lessee deems necessary, 
provided, however, that any alterations, additions or improvements to the Leased Facilities 
wliicli 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 tlie L,eased 
Facilities. 

SECTION 14. b a t i o n ;  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 L,eased 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 autliorities 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 tirnes 
during the Lease Term the Leased Facilities will be able to carry out their intended functions. 
However, if tlie 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 tlie 
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 tlie 
prepayment of this Lease in wliole 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 tlie term of this L,ease 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 L,eased Facilities. 

(b) Casualty insurance may be provided under blanket or similar coverage insui-ing 
otlier 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 L,ease Payment Account and name the Lessor as a loss payee. 

(d) Except as otherwise provided in Section 16 hereof, in tlie event of total 
destruction of the Leased Facilities, the Lessee shall apply insurance proceeds, self-insurance and 
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any other moneys available aiid appropriated for the purpose, to the acquisition arid construction 
of replacement L,eased 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 tlie Purchase Price as of such 
date as set forth on Exhibit C, and upon the giving of notice to the L,essor of such intention of 
Lessee at least sixty (60) days prior to the date upon which such riglit will be exercised. TJpon 
exercise by Lessee of its option to purchase the Leased Facilities pursuant to this Lease, L,essor 
will deliver to Lessee all documents which are or may be necessary to vest all of Lessor's right, 
title and interest in aiid 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. Assirnunelits. The obligation of the Lessee under this Lease is in registered 
forrri pursuant to 3 149 of tlie Code and this obligation and the rights to Lease Rental Payments 
hereunder niay not be sold, assigned or transferred except as set forth below: 

(a) Lessee may not, without the prior written consent of Lessor arid 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: (i) assign, transfer, pledge, hypothecate or grant any security interest in or atlienvise 
dispose of this Lease or the Leased Facilities (without replacement or substitution in accordance 
with this Lease) or any interest in this L,ease 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 tlie Leased 
Faci 1 i ties. 

(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, tlie Leased 
Facilities and otlier documents executed with respect to this L,ease. 

(c) Subject to the preceding subsections, this Lease inures to the benefit of and is 
binding upon the successors or assigus of tlie 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 tlie 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 tlie failure is not cured or steps 
satisfactory to Lessor or Purchaser taken to cure tlie failure, within 15 days after written notice to 
Lessee by Lessor or Purchaser. 
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SECTION 21. Remedies. Upon the occurrence of an Event of Default described in 
Section 2O(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 L,eased Facilities: 

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

(b) Exercise any other iiglit, 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 teiins of this Lease or to recover damages for tlie breach of this Lease or to 
rescind this Lease as to any or all of the L,eased Facilities. 

In addition to the foregoing, upon the occurrence of an Event of Default set fortli in 
Section 2O(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 tlie L,eased 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: 

(i) Cash and/or Permitted Investments which mature as to principal and 
interest in such aniouiits and at such times as will insure the availability, without fbrtlier 
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. tlie filial Lease 
Payment Date, are irrevocably deposited with or made available to the Lessor in trust and 
irrevocably set aside for such payment; and 

(ii) 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 tnist 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 L,essor 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 L,essor 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 urider 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) tlie proceeds of any deposit to effectuate such defeasance 
shall not constitute a voidable preference in a case coimneiiced under the Federal Bankruptcy 
Code by or against tlie Lessor, (ii) tlie 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 urider this Lease shall be made in writing 
and mailed by certified or registered mail, retum 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, K.entucky 41 030 
Attention: Chaiiman 

With a copy to the then Attorney for tlie Lessee 

If to Lessor: The Batik of Kentucky, Inc. 
11 1 Lookout Farm Drive 
Crestview Hills, Kentucky 4 1 0 1 7 
Atteiitioii: Richard Wood 

SECTION 24. Headings. All section headings contained in this Lease are for corivenieiice 
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 witli and 
governed by the laws of the Commonwealth of ICentucky. 

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 transactiotis 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 aiid Covenants of Lessor. (a) Lessor represents 
that it is a national barking association duly organized and validly existing under the laws of the 
TJnited States of America, witli full power and authority to finance and lease tlie Leased Facilities 
to the Lessee in accordance with the terms of tliis Lease. 

(b) Neither the execution aiid delivery of the Lease, nor the fidfillmeiit of or 
compliance with tlie terms and conditions hereof, nor the coiisurnrnation of the transactions 
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contemplated hereby, conflicts with or results in a breach of tlie 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 tlie foregoing, or results in 
tlie 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 tlie 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 liereby designates this Lease Agreement with Option to Purchase as a 
"qualified tax-exempt obligation" with respect to investments by certain financial institutions 
under 0 265(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 tlie Code, and any regulations proposed or 
existing, or froin 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 instmnients 
required by law of Lessor including, without limitation, financing statements or other documents 
needed for tlie 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 Aaeement; Amendment; Severability. (a) This Lease, together with 
attachments and exhibits, and other documents or instrurnents executed by Lessee and Lessor in 
connection with this Lease, constitute tlie 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 tlie 
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 
eacli such provision, covenant, obligation or agreement shall be deemed to be effective, 
operative, made, entered into or taken in the iiianner and to tlie fiill 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 , 201 3. 

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 

1s 



EXHIBIT B 

L,EASE PAYMENTS 
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EXHIBIT C 

PTJRCHASE 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, (ii) on any date upon the events 
set forth in Section 16 of this L,ease, 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: 

72059~1 
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