
Kenvirons, Inc. 

April 23, 2013 

KENVIRONS 

452Versailles Road * Frankfort, KY 40601 Phone: (502) 695-4357 * Fax: (502) 695-4363 
Civil & Environmental Engineering and Lobororory Services 

Mr. Gerald Wuetcher 
Executive Advisor/Attorney 
Public Service Commission of Kentucky 
P.O. 615 
Frankfort, KY 40601 

RE: Henderson County Water District 
Rate Adjustment 
Case No. 2013-00154 

Dear Mr. Wuetcher: 

APR 2 3 2013 
PUBLIC SERVICE 

COMMISSION 

IN response to your April 19, 2013 email regarding the water district’s 
outstanding debt instruments missing from the referenced submittal, please find 
attached six (6) copies of the KIA Assistance Agreements (2003B and 2006A). 

It was also discovered that the values for the 14,000 gallon rate increment is 
missing in the usage table for the 2-inch meter category. Please find also six (6) 
copies of the corrected usage table. The resultant difference in the projected 
revenue is $1 68. This difference was considered insignificant regarding revisions 
on pages 1 and 2 of the Schedule of Adjusted Operations. 

Please advise if anything additional is needed. 

Carlos F. Miller, P.E. 
Vice President 

CFM/pmw 

F.\PROJECTSL?OI 2\2012156\CORRESPONDENCE\W~etcher042313.doc 



From: -r. J e w  EXJ 
To: m l e r 6 3 k e n v i r o n s m  
Subjed: 
Date: 
Importance: High 

Case No. 2013-00154: Henderson County Water District 
Friday, April 19, 2013 10:11:38 AM 

Mr. Miller: 

Commission Staff has conducted i t s  initial review of Henderson County Water’s application for a 
rate adjustment pursuant to  807 KAR 5:076. It appears that application does not contain a copy of 
the water district’s outstanding debt instruments. it appears a copy of the KIA Assistance 
Agreements (2003B and 2006A) and the Notes referenced in the application are required. The 
absence of these documents may prevent the application from being accepted for filing purposes. 
If the water district can scan and e-mail the documents to me, I will take steps to  ensure that they 

are placed in the record. This action would speed acceptance of the application for filing purposes. 

If you have any questions, please contact me. 

Respectfu I ly, 

Gerald E. Wuetcher 
Executive Advisor/Attorney 
Public Service Commission of Kentucky 
mald.wuetcher@ kv.gov 
Office: (502) 564-3940 
Direct: (502) 782-2590 
Cell: (502) 229-6500 
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ASSISTANCE AGREEMENT 

BETWEEN 

KENTUCK3 RURAL WATER FINANCE CORPOR-TION 

AND 

HENDERSON COUNTY WATER DISTRICT 

DATED APRIL 11,2006 

IN THE AMOUNT OF $4,692,000 

This document was prepared by: 

RUBIN & HAYS 
Kentucky Home Trust Building 
450 South Third Street 
Louisville, Kentucky 40202 
(502) 5 9-7525 P 
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ASSISTANCE AGREEMENT 

This Assistance Agreement made arid entered into as of April 11, 2006 (the “Assistance 
Agreement”) by  and between the Kentucky Rural Water Finance Corporation, a non-profit 
corporation and instrumentality of various entities of the Commonwealth of Kentucky (the 
“Issuer”) and the Henderson County Water District, City of Henderson, Kentucky (the 
“Governmental Agency”): 

WITNESSETH 

WHEREAS, the Issuer has established its Public Projects Flexible Term Program (the 
“Program”) designed to provide financing for the expansion, addition and improvements of 
public projects for governmental entities under which the Issuer issued its Kentucky Rural Water 
FiIiarice Corporation Multirnodal Public Projects Revenue Bonds (Flexible Term Program), 
Series 2001, dated April 4, 2001, in the aggregate principal amount of $46,000,000 (the “Series 
2001 Bonds”) pursuant to a Trust Indenture dated as of April 4, 2001 (the “Indenture”) between 
the Issuer arid The Bank of New York Trust Company, N.A. (as successor in interest to Fifth 
Third Bank), as trustee, the net proceeds of whch will be applied for the benefit of such 
govemnental entities by making loans, pursuant to Assistance Agreements; and 

WHEREAS, pursuant to the Indenture, the Issuer has authorized the issuance of the 
Kentucky Rural Water Finance Corporation Public Projects Refunding Revenue Bonds (Flexible 
Term Program), Series 2006A (the “Series 2006A Bonds”) in the aggregate principal amount of 
$7,745,000, pursuant to a Supplemental Tnist Indenture No. 20, dated as of April 11 , 2006 by 
and between the Issuer and Regions Bank, Nashville, Tennessee (the “Trustee”), which Series 
2006A Bonds will rank on a parity with the Series 2001 Bonds and the proceeds of which will be 
used by certain Governmental Agencies to refbnd and refinance certain outstanding obligations 
that were issued to acquire, construct and equip public projects, as described in various 
Assistance Agreements by and between the Govemnental Agencies and the Issuer; and 

WHEREAS, the Governmental Agency has determined that it is necessary and desirable 
and in the public interest to advance r e h d  certain outstanding indebtedness of said 
Governmental Agency (the “Project”), and the Issuer has determined that the Praject is a project 
within the meaning of the Act and the Indenture, thereby qualifymg for financial assistance from 
the Issuer; and 

WHEREAS, the Issuer has found arid determined that the Project will be in furtherance 
of the purposes of the Issuer and the Goverrlmental Agency under the Act; and 

WHEREAS, the Governmental Agency has designated the Issuer as its instrumentality 
and agency; and 

WHEREAS, pursuant to this Assistance Agreement the Governmental Agency will 
proceed with the Project; and 



WHEREAS, the Governrnental Agency, presently owns and operates the Water System 
(the “System”) of said Governmental Agency; and 

WHEREAS, in and by the Prior Bond Legislation (as hereinafter defined), the right and 
privilege was reserved by the Goverrmental Agency under conditions and restrictions set out in 
said Prior Bond Legislation, of issuing additional bonds from time to time, payable from the 
income and revenues of the System and ranking on a parity with the Governmental Agency’s 
outstanding Prior Bonds (as hereinafter defined), for the purpose, among other things, of 
financing the costs of extensions, additions and improvements to the System, and refinancing 
certain outstanding indebtedness, which conditions and restrictions are found to currently exist 
and prevail so as to perrnit the issuance of certain proposed additional bonds so as to rank, when 
issued, on a parity with the outstanding Prior Bonds; and 

WHEREAS, the Governmental Agency has heretofore issued its (i) Henderson County 
Water District Water Revenue Bonds, Series 1997, dated July 1, 1997, in the original principal 
amount of $1,800,000 (the “Series 1997 Bonds”), authorized by a Resolution adopted by the 
Board of Commissioners (tlie “Governing Body”) 011 June 1 1,  1997 (the “Bond L,egislation of 
1997”); and (ii) Henderson County (Kentucky) Water District Water Revenue Bonds, Series of 
2000, dated June 1, 2000, in the original principal amount of $2,625,000 (the “Series 2000 
Bonds”), authorized by a R-esolution adopted by the Governing Body on Mtiy 24, 2000 (the 
“Bond L,egislation of 2000”); and 

WHEREAS, the Governmental Agency has found and determined that it is in the public 
interest to advance refund the Series 1997 Bonds and the Series 2000 Bonds in order to achieve 
interest savings; and 

WHEREAS, it is deemed necessary and advisable for the best interests of the 
Governmental Agency that it enter into this Assistance Agreement with the Issuer in order to 
borrow hnds (the “Loan”) in the amount of $4,692,000 [the “Obligations”], for the purpose of 
providing hnds  for the Project, and to reaffirm the conditions and restrictions under which 
sirnilar bonds or obligations may be subsequently issued ranking on a parity therewith; and 

WHEREAS, under the provisions of Sections 58.010 through 58.140, inclusive, of the 
Kentucky Revised Statutes, and under the provisions of the Prior Bond Legislation, the 
Governmental Agency is authorized to enter into this Assistance Agreement and to borrow the 
Obligations to provide such hnds for the purpose aforesaid; and 

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

WHEREAS, the Issuer and the Governmental Agency have determined to enter into t h s  
Assistance Agreement pursuant to the terns of the Act and the Indenture and to set forth their 
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respective duties, rights, covenants, and obligations with respect to the financing of the Project 
subject to the repayment of the Loan and the Obligations and the interest thereon; 

NOW, THEREFORE, FOR AND IN CONSIDERATION OF THE MUTUAL 
COVENANTS HEREIN SET FORTH, THE LOAN HEREBY EFFECTED AND OTHER 
GOOD AND VALUABLE CONSIDERATION, THE RECEIPT OF WHICH IS HEREBY 
ACKNOWLEDGED BY EACH PARTY, THE PARTIES HERETO MUTUALL,Y 
COVENANT AND AGREE, EACH WITH THE OTHER AS FOLLOWS: 

Section 1. Definitions. As used in this Assistance Agreement, unless the context 
requires otherwise: 

“Act” refers to Chapters 58 and 74 of the Kentucky Revised Statutes. 

“Assistance Agreement” refers to this Assistance Agreement authorizing the Loan and the 
Obligations. 

“Bond Counsel)’ refers to a nationally recognized firrn of Bond Counsel which firm has 
prepared the legal proceedings for the Obligations, has furnished all of the customary services of 
Band Counsel in this financing End will continue to farnish such services until the Obligsltions 
are delivered and paid for, including the rendering of the final approving legal opinion with 
regard to the legality of the Obligations and the tax exemption of the interest thereon. 

“Bond Legislation of 1997” refers to the Resolution authorizing the Series 1997 Bonds, 
duly adopted by the Governing Body on June 1 1, 1997. 

“Bond Legislation of 2000” refers to the Resolution authorizing the Series 2000 Bonds, 
duly adopted by the Governing Body on May 24,2000. 

“Bondowner,” “Owner,” “Bondholder” means and contemplates, unless the context 
otherwise indicates, the registered owner of one or more of the Bonds at the time issued and 
outstanding hereunder. 

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

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

“Code” refers to the United States Internal Revenue Code of 1986, as amended, and any 
regulations issued thereunder. 

“Conzpliance Group” refers to the Compliance Group identified and defined in the 
Indenture . 



“Depreciation Fund” refers to the Henderson County Water District System Depreciation 
Fund created in the Prior Bond L,egislation and which Depreciation Fund will continue to be 
maintained for the benefit of all of the Bonds. 

“Engineer” or “Independent Consulting Engineer” refers to an Independent CoIisulting 
Engineer or firm of Engineers of excellent national reputation or of recognized excellent 
reputation in Kentucky in the fields of waterworks and sewer engineering. 

LLFurzds” refers to the Revenue Fund, the Sinking Fund, the Depreciation Fund, the 
Operation and Maintenance Fund and the Goverrmiental Agency Account. 

“Governing Bod’” means the Board of Commissioners of the Governmental Agency or 
such other body as shall be the governing body of said Governmental Agency mder  the laws of 
Kentucky at any given time. 

“Goverrzi7zental Agency” refers to the Henderson County Water District. 

“Gover~rznzental Agency Chief Executive” refers to the Chairman of the Governmental 
Agency. 

“Governi?zentaZ Agency Clerk” refers to the Secretary of the Governmental Agency. 

LcIndentui-e” means the Trust Indenture, dated as of April 4, 2001 , as originally executed 
or as it may fkom time to time be supplemented,, modified or amended by any supplemental 
mortgage, including the Supplemental Trust Jhdenture No. 20, dated April 11, 2006, by and 
between the Issuer and the Trustee. 

“Interest Payment Date” shall mean the lSt day o f  each month, commencing June 1, 
2006, and continuing through and including January 1, 2026 or until the Loan has been paid in 
full. 

“Issuer” refers to the Kenhxcky Rural Water Finance Corporation, Bowling Green, 
Kentucky. 

“KIA” refers to the Kentucky Inhastructure Authority, a body corporate and politic and 
an agency of the Camonweal th  of Kentucky. 

“ U A  Loans” refers to the District’s outstanding Kentucky Infr-astructure Authority loans 
dated December 1 , 199 1 , in the original principal amount of $365,407, and dated December 1, 
1991, in the original principal amount of $61 8,38 1. 

“Obligations” refers to the Loan authorized by this Assistance Agreement in the principal 
amount of $4,692,000. 
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“Operation and Maintenance Fund” refers to the “Henderson County Water District 
System Operation and Maintenance Fund” created and confirmed in the Prior Bond Legislation 
and which Operation and Maintenance Fund will continue to be maintained for the benefit of the 
S ystern. 

“Outstaizding Bonds” refers collectively to all outstanding Prior Bonds, the outstanding 
Obligations and any outstanding Parity Bonds, and does not refer to any bonds that have been 
defeased. 

“Parity Bonds” means bonds issued in the future, which will, pursuant to the provisions 
of this Assistance Agreement, rank on a basis of parity with the Obligations and shall not be 
deemed to include, or to prohibit the issuance of, bonds ranking inferior in security to the 
Obligations. 

“Permitted Investments” refers to investments of funds on deposit in the various funds 
created herein and includes: 

direct obligations of the Unitsd States of PLmerica (including obligations issued or 
held in book-entry form on the books of the Department of the Treasury of the 
United States of America) or obligations the timely payment of the principal of 
and interest on which are h l ly  guaranteed by the United States of America, 
including instruments evidencing an ownership interest in securities described in 
this clause (1); 

obligations, debentures, notes or other evidences of indebtedness issued or 
guaranteed by any of the following: 

Federal Home Loan Bank System, Export-Import Bank of the United States, 
Federal Financing Bank, Federal Land Banks, Government National Mortgage 
Association, Federal Home Loan Mortgage Corporation or Federal Housing 
Administration; 

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

certificates of deposit of, or time deposits in, any bank (including the Trustee or 
the Bank) or savings and loan association (a) the debt obligations of which (or in 
the case of the principal bank of a bank holding company, the debt obligations of 
the bank holding company of which) have been rated at least equal to the rating 
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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 
Governrnental Agency Act of 1940 whose shares are registered under the Federal 
Securities Act of 1933 and whose only investments are government securities 
described in clause (1) or (2) of this definition and repurchase agreements hl ly  
secured by government securities described in clause (1) or (2) of this definition 
and/or other obligations rated AAA by S&P; 

tax-exempt obligations of any state of the United States, or political subdivision 
thereof, which are rated AA or better by S&P or mutual hnds invested only in 
such obligations; 

units of a taxable or nontaxable government money-market portfolio composed of 
U.S. Government obligations and repurchase agreements collateralized by such 
obligations; 

commercial paper rated A-1 or A - l t  by S&P; 

corporate notes or bonds with one year or less to maturity rated in one of the two 
highest Rating Categories by S&P; or 

shares of mutual funds, each of which shall have the following characteristics: 

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

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

(iii) All of the securities in the mutual h n d  shall be in investments in any 
one or more of the investments described in (1) and (3) above. 

“Prior Bond Legislation” refers to the Series 2003B Assistance Agreement. 

“Prior Bonds” refers to the Series 2003B Loan. 

“Program” refers to the Issuer’s Public Projects Flexible Term Program designed to 
provide financing for the expansion, addition and improvements of public projects for 
governmental entities. 
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“Program Administrator” refers to the Kentucky Rural Water Association, Inc., Bowling 
Green, Kentucky. 

“Program Reserve Fund’ refers to the Reserve Fund created and established pursuant to 
Section 4.2 of the Indenture. 

“Pi-oject” refers to advance refunding of the Governmental Agency’s Series 1997 Bonds 
and Series 2000 Bonds with the proceeds of the Obligations. 

“Requisition Certificate” means the form attached hereto as Exhibit B to be utilized by 
the Governmental Agency in obtaining disbursements of the Loan fiorn the Govenunental 
Agency Account for the Project. 

“Revenue Fuizd” refers to the Henderson County Water District Revenue Fund created in 
the Prior Bond L,egislation and which Revenue Fund will continue to be maintained for the 
benefit of all of the Bonds. 

“Series I997  Roizds” refers to the outstanding Henderson County Water District Water 
Revenue Bonds, Series 1997, dated July 1 , 1997 in die original principal amount of $1,800,000. 

‘LSeries 2000 Bonds” refers to the outstanding Henderson County (Kentucky) Water 
District Water Revenue Bonds, Series of 2000, dated June 1, 2000, in the original principal 
amount of $2,625,000. 

“Series 2003R Assistance Agreeinent” refers to the Assistance Agreement between the 
Kentucky Rural Water Finance Corporation and the Governmental Agency, dated August 28, 
2003, authorizing the loan in the principal amount of $955,000 from the Kentucky Rural Water 
Finance Corporation Public Projects Refunding Revenue Bonds (Flexible Term Program), Series 
2003B. 

“Series 2003R Loan” refers to the loan to the Governmental Agency in the principal 
amount of $955,000 fiom the Kentucky Rural Water Finance Corporation Public Projects 
Refunding Revenue Bonds (Flexible Term Program), Series 2003B. 

“Sinking Fund” refers to the Henderson County Water District Revenue Bond arid 
Interest Redemption Fund created and confirmed in the Prior Bond Legislation and which 
Sinking Fund will continue to be maintained for the benefit of the System. 

“System” refers to the Governmental Agency’s water system, together with all future 
extensions, additions and improvements to said System. 

“Treasurer” refers to the Treasurer of the Governmental Agency. 
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“Trustee” refers to Regions Bank, Nashville, Tennessee. 

“US. Obligations” refers to bonds, notes, or Treasury Bills which are direct obligations 
of the LJnited States of  America or obligations h l ly  guaranteed by the United States of America, 
including book-entry obligations of the United States Treasury-State and L,ocal Government 
Series, and Trust Receipts representing an ownership interest in direct obligations of the United 
States. 

Section 2. Reaffirmation of Declaration of Water System. That all proceedings 
heretofore taken for the establishment of and the supplying of water service in and to said 
Governmental Agency as a water system are hereby in all respects ratified and confirmed; and so 
long as any of the Obligations hereinafter authorized or permitted to be issued remain 
outstanding, said System shall be owned, controlled, operated arid maintained for the security 
arid source of payrrient of the Obligations. Said System is hereby declared to constitute a public 
project within the meaning and application of Sections 58.010 to 58.140, inclusive, of the 
Kentucky Revised Statutes. 

Section 3. Authorization of Obligations; Place of Payment; Manner of 
Execution. That pursuant to the Constitution and laws of Kentucky, and particularly said 
Sections 58.010 to 58.140, inclusive of the Kentucky Revised Statutes, the Governmental 
Agency hereby authorizes the borrowing of $4,692,000 from the Program, for the purpose of 
providing knds  for the Project. Said Obligations shall mature on each January 1 beginning 
Jariuary 1, 2008 and continuing thereafter through and until January 1, 2026, in such principal 
amounts, and shall bear interest payable 011 the Interest Payment Dates, comencing June 1, 
2006 in the maturities and at the interest rates set forth in Exhibit A attached hereto. 

The principal of, redemption price, if any, and interest on the Obligations shall be 
payable in lawhl money of the United States of America on the Interest Payment Dates, 
beginning June 1, 2006 to the Trustee for the Program. Such payment shall be made by the 
Governmental Agency from funds on deposit in the Sinking Fund pursuant to the ACH Debit 
Direct Payment Method (the “ACH Debit Direct Payment Method”) as described and detailed in 
the ACH Debit Direct Payment Authorization Form (the “ACH Authorization Form”) in a form 
as provided by the Trustee to the Governmental Agency. The ACH Authorization Form shall be 
completed, signed and forwarded to the Trustee prior to the Governmental Agency receiving any 
of the proceeds of the Loan. 

Pursuant to the ACH Debit Direct Payment Method, there shall be transferred to the 
Trustee 011 or before the first day of each month, from the Sinking Fund, the amounts hereinafter 
specified : 

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

Notwithstanding the provisions of paragraph (1) above, because the Issuer must make 
payments on the Series 2006A Bonds every February 1 and August 1, and the Govenlniental 
Agency must make monthly principal and interest payments on the Interest Payment Date 
totaling the Governmental Agency’s pro rata share of the principal and interest payments on the 
Series 2006A Bonds by each January 1 and July 1, the Goveriunerital Agency’s initial two (2) 
payments on the Obligations will include interest amortized from April 11 , 2006 to August 1, 
2006. 

In addition, in the event the Issuer is required to withdraw moneys from the Program 
Reserve Fund established pursuant to the Indenture to pay the principal of arid interest on the 
Obligations and any other payments due under this Assistance Agreement on behalf of the 
Govenmental Agency (the “Reserve Withdrawal”), the Governmental Agency shall pay to the 
Trustee, in each month, pursuant to the ACH Debit Direct Payment Method an amount equal to 
at least 1/12 of the Reserve Withdrawal, plus accrued interest thereon at the rate equal to the 
highest rate of interest paid by the investments making up the Program Reserve Fund until such 
Reserve Withdrawal has been replenished. 

Section 4. Redemption. (a) Optional Redemption. Obligations maturing on and 
prior to January 1, 2016 shall not be subject to redemption prior to maturity. Subject to the prior 
written approval of the Compliance Group, Obligations maturing on or after January 1,20 17, are 
subject to redemption, in whole or in part, by the Governmental Agency prior to their stated 
maturities, at any time falling on or after January 1 ,20  16, at a redemption price equal to 100% of 
the principal amount of the Obligations called for redemption, plus unpaid interest accrued to the 
date of redemption. 

In the event that the Govemme~ital Agency desires to optionally redeem a portion of its 
Obligations, such redemption shall be in a denomination equal to $5,000 or any integral multiple 
thereof. 

(a) Notice of Redemption. The Governmental Agency shall give the Issuer and the 
Trustee notice of any redemption by sending at least one such notice by first class United States 
mail not less than 45 and not more than 90 days prior to the date fixed for redemption. 

A11 of said Obligations as to which the Governmental Agency reserves and exercises the 
right of redemption and as to which notice as aforesaid shall have been given, and for the 
retirement of which, upon the terms aforesaid, funds are duly provided, will cease to bear interest 
on the redemption date. 

Section 5. Obligations Payable Out of Revenues on a Parity with Prior Bonds. 
All of the Obligations and Prior Bands, together with the interest thereon and such additional 
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bonds ranking on a parity therewith heretofore issued arid outstanding and that may be hereafter 
issued and outstanding from time to time under the conditions and restrictions hereinafter set 
forth, sliall be payable out of the Sinking Fund, as heretofore created in the Prior Bond 
Legislation and as hereinafter more specifically provided and shall be a valid claim of tlie holder 
thereof only against said h n d  and the fixed portion or amount of the income and revenues of the 
System of said Governmental Agency pledged to said fimd. 

Section 6. Compliance with Parity Coverage Requirements of the Prior Bond 
Legislation. It is hereby declared that in accordance with the provisions of tlie Prior Bond 
L,egislation, and prior to the issuance of any ofthe Obligations hereby authorized, there will be 
procured and filed with the Govenunental Agency Clerk of said Governmental Agency any and 
all statements or certifications for tlie purpose of having both principal and interest on the Prior 
Bonds arid the Obligations hereby authorized payable on a parity from the income and revenues 
of said System with said outstanding Prior Bonds. 

Section 7. Flaw 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 fbll herein; provided, 
hrtlier, that, hereafler, the income and revenues of the System shall be collected, segregated, 
accounted for, and distributed as follows: 

A. Revenue Fund. The Governmental Agency covenants and agrees that it 
will continue to deposit in the Revenue Fund, promptly as received from time to time, all 
revenues of the System, as same may be extended and improved from time to time. The moneys 
in the Revenue Fund shall continue to be used, disbursed and applied by the Governmental 
Agency only for the purpose and in the manner and order of priorities specified in the Prior Bond 
Legislation, as hereinafter modified by this Assistance Agreement, all as permitted by the Act, 
and in accordance with previous contractual commitments. 

B. Sinking Fund. A separate and special fund or account of the 
Governmental Agency, distinct and apart from all other fiinds and accounts, was created in and 
by the Prior Bond Resolution and designated and identified as the “Henderson County Water 
District Revenue Bond and Interest Redemption Fund,” which shall continue to be maintained so 
long as any of the Outstanding Bonds or any additional Parity Bonds herein permitted to be 
issued are outstanding; and all moneys deposited therein from time to time shall be used and 
disbursed and applied, and are hereby irrevocably pledged, solely for the purpose of paying the 
principal of and interest on the Outstanding Bonds and any Parity Bonds hereafter issued and 
outstanding pursuant to the provisions of this Assistance Agreement. 
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There shall be set aside and transferred on or before the 20th day of each montli 
fYom the Revenue Fund, as a first charge thereon, and deposited in the Sinking Fund Sums 
sufficient to pay when due the principal and interest requirements on the Outstanding Bonds. 
Specifically, there shall be paid into the Sinking Fund on or before the 20th day of each month, 
on account of the Outstanding Bonds, not less than the following: 

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

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

Notwithstanding the provisions of paragraph (1) above, because the Issuer must 
make payments on the Series 3,006A Bonds every February 1 and August 1, and the 
Governmental Agency must make monthly principal and interest payments on the Interest 
Payment Date totaling the Governrriental Agency’s pro rata share of the principal and interest 
payments on the Series 2006A Bonds by each January 1 and July 1, the Governmental Agency’s 
initial two (2) payments on the Obligations will include interest amortized from April 1 1, 2006 to 
August 1 , 2006. 

In the event additional Parity Bonds are issued pursuant to the conditions and 
restrictions hereinafter prescribed, the monthly deposits to the Sinking Fund shall be increased to 
provide for payment of interest thereon and the principal thereof as the same respectively 
become due. 

If for any reason there should be a failure to pay into the Sinking Fund the full 
amounts above stipulated, then an amount equivalent to such deficiency shall be set apart arid 
paid into the Sinking Fund from the first available income and revenues of the System, subject to 
the aforesaid priorities. 

No further payments need to be made into the Sidang Fund if and when the 
amount held therein and in any other available fiind is at least equal to the amount required to 
retire all Outstanding Bonds and Parity Bonds and paying all interest that will accrue thereon. 

C. Depreciation Fund. Pursuant to the provisions of the Prior Bond 
Legislation, there shall next be transferred fi-orn the Revenue Fund a sum sufficient, each month, 
to maintain a balance in said Depreciation Fund of at least the sum required by the Prior Bond 
Legislation, which shall be deposited into the Depreciation Fund. 

Moneys in the Depreciation Fund may be withdrawn and used by the 
Governmental Agency, upon appropriate certification of the Governing Body, in accordance 
with the provisions of the Prior Bond Legislation, for the purpose of paying the cost of unusual 
or extraordinary maintenance, repairs, renewals and replacements not included in the annual 
budget of current expenses and/or of paying the costs of constructing future extensions, additions 



and improvements to the System which will either enhance its revenue-producing capacity or 
will provide a higher degree of service, and when necessary, for the purpose of making payments 
of principal and interest on the Bonds if the amount on deposit in the Sinking Fund is not 
sufficient to make such payments. 

D. Operation and Maintenance Fund. There shall 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 
Governmental Agency’s aruiual budget. 

E. Surplus Funds. Subject to the provisions for the disposition of the 
income and revenues of the System as set forth hereinabove, which provisions are cumulative, 
and after pstying or providing for the ptiyment of debt service on any subordinate obligations, 
there shall be transferred, within sixty days after the end of each fiscal year, the balance of 
excess funds in the Revenue Fund on such date, to the Depreciation Fund for application in 
accordance with the terms of this Assistance Agreement or to the Sinking Fund to be applied to 
the maximum extent feasible, to the prompt purchase or redemption of Outstanding Bonds. 

Provided, however, notwithstanding anything to the contrary in any Prior Bond 
Legislation, the Governmental Agency shall be allowed a credit to the extent of moneys on 
deposit in the Program Reserve Fund for the purpose of meeting any parity requirements in any 
Prior Bond Legislation; subject however, to the limitation that moneys in the Program Reserve 
Fund may only be used to make payments of the Government Agency due under this Assistance 
Agreement, if necessary, and; provided hrther, that the Trustee may not seek payment for any 
reserve funds held by the Govementa l  Agency under any Prior Bond Legislation for payment 
of any amounts due from the Governmental Agency under this Assistance Agreement. 

Section 8. Disposition of Proceeds of the Obligations; Governmental Agency 
Account. Upon (i) the execution of this Assistance Agreement, (ii) the deliverance of this 
Assistance Agreement to the Trustee, (iii) certification of the Compliance Group that the Loan is 
to be accepted in the Program and (iv) upon receipt by the Governmental Agency of the proceeds 
of the Obligations, the proceeds shall be applied as follows: 

(a) Disposition of lJze Pyoceeds. There shall first be deducted and paid from the 
proceeds of the Obligations the fees and costs incurred by the Govemental  Agency and any 
other pertinent expenses incident to the issuance, sale and delivery of the Obligations and such 
other appropriate expenses as may be approved by the Governmental Agency Chief Executive, 
including but not limited to the Governmental Agency’s pro rata share of the Program’s fees and 
expenses. 

The balance shall be deposited to the Governmental Agency Account to be used for the 
Project. 
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(6) Governmental Agency Account. It is hereby acknowledged that a fund entitled 
“Henderson County Water District Governmental Agency Account” (the “Governmental Agency 
Accountyy) has been created and maintained by the Trustee pursuant to the Indenture; and the 
amount on deposit in said Governrriental Agency Account shall be applied to the extent 
necessary, to pay the cost of the Project. 

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

The Trustee shall be obligated to send written notice to the Governmental Agency of the 
need for investment directions if and whenever funds in excess of $50,000 shall remain 
uninvested for a period of more than five days. In the absence af written direction from the 
Govenlmental Agency with respect to investment of moneys held in the Governmental Agency 
Account, the Trustee is hereby directed to invest hnds  in money market mutual funds of the 
Trustee or its affiliates that qualify as Permitted Investments under this Assistance Agreement, 

Payment fiom the Governmental Agency Account for costs in comiection with the 
Project shall be made only upon a Requisition Certificate delivered to the Trustee and signed by 
the Governmental Agency Chief Executive. 

No expenditure shall be made from the Governmental Agency Account except for proper 
arid authorized expenses relating to the Project. 

After completion of the Project, as certified by the Engineers, any balance then remaining 
on deposit in the Governniental 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 

Section 9. Arbitrage Limitations. (a) The Governmental Agency covenants that 
neither the proceeds of the Obligations, nor “Non-Exempt Revenues” of the System, as defined 
below, will be invested in investments which will produce a net adjusted yield in excess of the 
net interest cost (effective yield) of the Obligations, if such investment would cause such 
Obligations to be treated as “arbitrage bonds” within the meaning of Section 148 of the Internal 
Revenue Code, as amended, and the applicable regulations thereunder; provided, however, that 
such proceeds andor 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.” 

(b) ‘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 
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expected to be used for the payment of debt service on the Obligations, in excess of “Exempt 
Revenues,” which Exempt Revenues are: 

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

(2) amounts deposited in the Depreciation Fund or any similar reserve for 
replacements, reasonably expected to be used for extensions, additions, improvements or 
replacements to the System, and not reasonably expected to be used to pay debt service 
(even if pledged to be used to pay debt service in the event of the unexpected inadequacy 
of other funds pledged for that purpose). 

(c) If, and to the extent that any Non-Exempt Revenues are on deposit and are 
available for investment by reason of the foregoing, such funds shall be subject to the investment 
limitations set out in Subsection (a) above. 

(d) On the basis of information furnished to the Governmental Agency, on known 
facts, circumstances and reasonable expectations on the dzte of enactment of this Assistance 
Agreement, the Governmental Agency certifies as follows: 

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

(2) That it is not expected or contemplated that the Governmental Agency will 
make any use of the proceeds of the Obligations, which, if such use had been reasonably 
anticipated on the date of issuance of the Obligations, would have caused the Obligations 
to be arbitrage bonds. 

(3) 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. 

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

(5) That amounts accumulated in the Sinking Fund shall not exceed the 
limitations set forth in this Assistance Agreement. 
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( 6 )  That it is not reasonably anticipated that amounts accumulated in the 
Depreciation Fund will be used for payment of debt service on any bonds payable from 
the revenues of the System, even though such Depreciation Fund will be so available if 
necessary to prevent a default in the payment of principal arid interest on such bonds. 

Prior to or at the time of delivery of the Obligations, the Govemental  Agency Chief 
Executive and/or the Govenmental Agency Treasurer are authorized to execute the appropriate 
certification with reference to the matters referred to above, setting out all known and 
contemplated facts conceniing such anticipated investment of the proceeds of the Obligations, 
including the execution of necessary and/or desirable certifications of the type contemplated by 
the Code and applicable regulations, as amended, in order to assure that interest on tlie 
Obligations will be exempt from all federal income taxes and that the Obligations will not 
constitute or be treated as arbitrage bonds. 

Section LO. Parity Bonds. The Obligations shall not be entitled to priority one over 
the other in the application of the income and revenues of the System, regardless of the time or 
times of their issuance, it being the intention that there shall be no priority among the 
Obligations, regardless of the fact they may be actually issued and delivered at different times, 
and provided finther 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 arid the Obligations as may fi-orn tirne to time 
be outstanding; provided the Governmental Agency has in said Prior Bond Legislation reserved 
the right and privilege, and does hereby reserve the right and privilege, of issuing additional 
bonds fiom tirne to tirne payable fi-om the income and revenues of tlie System ranking on a parity 
with the Prior Bonds and with the Obligations, but only under the conditions specified in the 
Prior Bond LegisIation, which conditions are hereinafter repeated, taking into account the 
issuance of the Obligations. 

The Governmental Agency reserves the right to finance future extensions, additions, 
andor  improvements to the System by the issuance of one or more additional series of bonds to 
be secured by a parity lien on and ratably payable from, the revenues of the System pledged to 
the Prior Bonds and the Obligations, provided; 

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

(b) The Governmental Agency is in compliance with all covenants and undertakings 
in connection with all of the bonds then outstanding and payable from the revenues of the 
System or any part thereof. 

(c) The annual net revenues (defined as 
the then existing System for 12 consecutive months 

gross revenues less operating expenses), of 
out of the preceding 18 months, adjusted as 
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hereinafter provided, shall be certified by an independent Certified Public Accountant to be equaI 
at least one hundred thirty percent (130%) of the maximum annual debt service requirements for 
principal and interest 011 all Outstanding Bonds payable from the revenues of the System, 
including such requirements of the Obligations, any Parity Bonds then outstanding plus the 
anticipated debt service requirements of any Parity Bonds then proposed to be issued. The 
calculation of average annual debt service requirements of principal and interest on the 
additional Panty Bonds to be issued shall, regardless of whether such additional Parity Bonds are 
to be serial or term bonds, be determined on the basis of the principal of and interest on such 
Parity Bonds being payable in approximately equal annual installments. 

(d) The “annual net revenues” referred to above may be adjusted for the purpose of 
the foregoing computations to reflect: 

(i) any revision in the schedule of rates or charges being imposed at the time 
of the issuance of any such additional Parity Bonds, and 

(ii) any increase in the “annual net revenues” to be realized, within 12 months 
of the completion of the Project, from the proposed extensions, additions, and/or 
improvemeiits being financed (in whole or in  part) by such additional Parity Bonds; 
provided all such adjustments shall be based upon and included in a certification of a 
Certified Public Accountant. 

(e) Reference is made to the necessity of obtaining the written consent of the United 
States Department of Agriculture Rural Development or its successor [the “RD”] for the issuance 
of future bonds encumbering the System while the RD holds any bonds payable f-kom the 
revenues of the System. 

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

(i) Adjust the monthly amount to be deposited into the Sinking Fund on the 
same basis as that prescribed in the provisions establishing such Sinking Fund, to reflect 
the annual debt service requirements of the additional Parity Bonds; and 

(ii) Adjust the minimum annual amount to be deposited monthly into the 
Sinking Fund on the same basis as that prescribed in the provisions establishing such 
Sinlung Fund, taking into account the hture debt service requirements of all first lien 
bonds which will then be outstanding against the System. 

The Governmental Agency reserves the right to issue parity bonds to 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: 
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(i) after the issuance of such parity bonds, the annual net revenues, as 
adjusted and defined above, of the then existing system for the fiscal year preceding the 
date of issuance of such Parity Bonds, after taking into account the revised debt service 
requirements resulting from the issuance of such Panty Bonds and from the elimination 
of the Bonds being refunded or refinanced thereby, are equal to not less than 130% of the 
maxiInuni armual debt service requirements then scheduled to fall due in any fiscal year 
thereafter for principal of and interest on all of the then Outstanding Bonds payable from 
the revenues of the System, calculated in the manner specified above; or 

(ii) in the alternative, that the debt service requirements for the Prior Bonds, 
the Obligations, any previously issued Parity Bonds and the proposed refunding Parity 
Bonds, in any year of maturities thereof after the redemption of the Bonds scheduled to 
be refinded through the issuance of such proposed refunding Panty Bonds, shall not 
exceed the scheduled debt service requirements applicable to the then outstanding Prior 
Bonds, the Obligations and any previously issued Panty Bonds for any year prior to the 
issuance of such proposed Parity Bonds and the redemption of the Bonds to be refunded. 

Section 11. Rates and Charges for Services of the System. While there are any 
Outstanding Bonds, the rates for all services of the System rendered by the Governmental 
Agency to its citizens, corporations, or others requiring the same, shall be reasonable arid just, 
taking into account and consideration the cost and value of said System, the cost of maintaining 
and operating the same, the proper and necessary allowances for depreciation thereof, and the 
amounts necessary for the retirement of the Outstanding Bonds and the accruing interest on all 
Outstanding Bonds as may be outstanding under the provisions of this Assistance Agreement and 
the Prior Bond Legislation, and there shall be charged such rates and amounts as shall be 
adequate to meet all requirements of the provisions of this Assistance Agreement. Prior to the 
issuance of the Obligations a schedule of rates and charges for the services rendered by the 
System to all users adequate to meet all requirements of this Assistance Agreement has been 
established and adopted. 

The Governmental Agency covenants that it will not reduce the rates and charges for the 
services rendered by the System without first filing with the Governmental Agency Clerk a 
certification of an Independent Consulting Engineer or a Certified Public Accountant that the 
“annual net revenues” (defined as gross revenues less operating expenses) of the then existing 
System for the fiscal year preceding the year in which such reduction is proposed, as such annual 
net revenues are adjusted, after taking into account the projected reduction in annual net 
revenues anticipated to result fi-om any such proposed rate decrease, are equal to not less than 
130% of the maximum annual debt service requirements for principal and interest on all of the 
then outstanding bonds payable from the revenues of the System, calculated in the manner 
specified in Section 10 hereof. 

The Governmental Agency also covenants to cause a report to be filed with the 
Governing Body within four months after the end of each fiscal year by a Certified Public 
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Accountant, setting forth the precise debt service coverage percentage of the average annual debt 
service requirements falling due in any fiscal year thereafter for principal of and interest on all of 
the then Outstanding Bonds payable from the revenues of the System, produced or provided by 
the net revenues of the System in that fiscal year, calculated in the manner specified in Section 
10 hereof; and the Governmental Agency covenants that if and whenever such report so filed 
shall establish that such coverage of net revenues for such year was less than 120% of the 
average annual debt service requirements, the Governmental Agency shall increase the rates by 
an amourit sufficient, in the opinion of such Certified Public Accountant, to establish the 
existence of or immediate projection of, such minimum 120% coverage. 

Section 12. All Obligations of this Issue Are Equal. The Obligations authorized and 
permitted to be issued hereunder, and from time to time outstanding, shall not be entitled to 
priority one over the other in the application of the income and revenues of the System regardless 
of the time or times of their issuance, it being the intention that there shall be no priority among 
the Obligations, the Prior Bonds and any Parity Bonds authorized or permitted to be issued under 
the provisions of this Assistance Agreement, regardless of the fact that they may be actually 
issued and delivered at different times. 

Section 13. Defeasance and/or Refundhg of Obligations. The Governmental 
Agency reserves the right, at any time, to cause the pledge of the revenues securing the 
outstanding Obligations to be defeased and released by paying an amount into an escrow h n d  
sufficient, when invested (or sufficient without such investment, as the case may be) in direct 
obligations of or obligations guaranteed by the IJnited States of America, including book entry 
obligations and trust receipts representing an ownership in direct obligations of the United States 
of h e r i c a ,  to assure the availability in such escrow fund of an adequate amount (a) to call for 
redemption and to redeem and retire all of such outstanding Obligations, both as to principal and 
as to interest, on the next or any optional redemption date, including all costs and expenses in 
connection therewith, and to pay all principal and interest falling due on the outstanding 
Obligations to and on said date, or (b) to pay all principal and interest requirements on the 
outstanding Obligations as same mature, without redemption in advance of maturity, the 
determination of whether to defease under (a) or (b) or both to be made by the Governing Body. 
Such Permitted Investments shall have such maturities as to assure that there will be sufficient 
funds for such purpose. If such defeasance is to be accomplished pursuant to (a), the 
Governmental Agency shall take all steps necessary to publish the required notice of the 
redemption of the outstanding Obligations and the applicable redemption date. Upon the proper 
amount of such investments being placed in escrow and so secured, such revenue pledge shall be 
automatically fully defeased and released without any further action being necessary. 

Section 14. Contractual Nature of Assistance Agreement. The provisions of this 
Assistance Agreement shall constitute a contract between the Governmental Agency and the 
Issuer; and after the issuance of any of such Obligations, no change, variation or alteration of any 
kind in the provisions of this Assistance Agreement, nor of the Prior Bond L,egislation, shall be 
made in any manner except as herein or therein provided until such time as all of the Bonds 
authorized thereby and the interest thereon have been paid or provided for in full, or as otherwise 
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provided herein; provided (a) that the Governing Body may enact legislation for any other 
purpose not inconsistent with the terms of this Assistance Agreement, and which shall not impair 
the security of the Issuer and/or for the purpose of curing any ambiguity, or of curing, correcting 
or supplementing any defective or inconsistent provisions contained herein or in any ordinance 
or other proceedings pertaining hereto. 

Section 15. Appointment and Duties of Trustee. The Tnistee is hereby designated 
as the bond registrar and paying agent with respect to the Obligations. 

Its duties as Trustee shall be as follows: 

(a) To register all of the Obligations in the names of the Issuer; 

(b) To cancel and destroy (or remit to the Governmental Agency for destruction, if so 
requested by the Governrnental Agency) all exchanged, rn2tured, retired and redeemed 
Obligations, and to maintain adequate records relevant thereto; 

(c)  To remit, but only to the extent that all required fbnds are made available to the 
Trustee by the Governmental Agency, semiannual iilterest pa-weilts directly to the Issuer’s 
accounts for the Program; 

(c) To notify the Issuer of any Obligations to be redeemed and to redeem Obligations 
prior to their stated maturity upon receiving sufficient funds; and 

(d) To supply the Governmental Agency with a written accounting evidencing the 
payment of interest on and principal of the Obligations within thirty (30) days following each 
respective due date. 

The Trustee shall be entitled to the advice of counsel and shall be protected for any acts 
taken by it in good faith in reliance upon such advice. The Trustee shall not be liable for any 
actions taken in good faith and believed by it to be within its discretion or the power conferred 
upon it by this Assistance Agreement, or the responsibility for the consequences of any oversight 
or error in judgment. 

The Trustee may at any time resign fi-om its duties set forth in t h s  Assistance Agreement 
by filing its resignation with the Governmental Agency Clerk and notifymg’ the Issuer. 
Thereupon, the Issuer shall notify the Governmental Agency of a successor Trustee which shall 
be an incorporated bank or trust company authorized to transact business in the United States of 
America. Notwithstanding the foregoing, in the event of the resignation of the Trustee, provision 
shall be made for the orderly transition of the books, records and accounts relating to the 
Obligations to the successor Trustee in order that there will be no delinquencies in the payment 
of interest or principal due on the Obligations. 

Section 16. Provisions in Conflict Repealed. All ordinances, resolutions and orders, 
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or parts thereof, in conflict herewith are, to the extent of such conflict, hereby repealed; and it is 
hereby specifically ordered and provided that any proceedings heretofore taken for the issuance 
of other bonds payable or secured in any manner by all or any part of the income and revenues of 
the System, or any part thereof, and which have not heretofore been issued and delivered, are 
hereby revoked arid rescinded, and none of such other bonds shall be issued and delivered. 

Section 17. Covenant of Governmental Agency to Take All Action Necessary to 
Assure Compliance with the Internal Revenue Code of 1986. hi order to assure purchasers of 
the Obligations that interest thereon will contiiiue to be exempt fi-om federal and Kentucky 
income taxation (subject to certain exceptions set out below), the Governmental Agency 
covenants to and with the Issuer that (1) the Governmental Agency will take all actions 
necessary to comply with the provisions of the Code, (2) the Govenmerital Agency will take no 
actions which will violate any of the provisions of the Code, or would cause the Obligations to 
become “private activity bonds” within the meaning of the Code, (3) none of the proceeds of the 
Obligations will be used for any purpose which would cawe the interest on the Obligations to 
become subject to federal income taxation, and the Governmental Agency will comply with any 
and all requirements as to rebate (and reports with reference thereto) to the United States of 
America of certain investment earnings on the proceeds of the Obligations. 

The Govermnental Agency reserves the right to amend this Assistance Agreement but 
only with the consent of the Issuer (i) to whatever extent shall, in the opinion of Bond Counsel, 
be deemed necessary to assure that interest 011 the Obligations shall be exempt from federal 
income taxation, and (ii) to whatever extent shall be permissible (without jeopardizing such tax 
exemption or the security of such owners) to eliminate or reduce any restrictions concerning the 
investment of the proceeds of these Obligations, or the application of such proceeds or of the 
revenues of the System. The purchasers of these Obligations are deemed to have relied h l ly  
upon these covenants and undertakings on the part of the Governmental Agency as part of the 
consideration for the purchase of the Obligations. To the extent that the Governmental Agency 
obtains an opinion of nationally recognized bond counsel to the effect that non-compliance with 
any of the covenants contained in this Assistance Agreement or referred to in this Assistance 
Agreement would not subject interest on the Obligations to federal income taxes or Kentucky 
income taxes, the Governmental Agency shall not be required to comply with such covenants or 
requirements. 

This Assistance Agreement is enacted in contemplation that Bond Counsel will render an 
opinion as to exemption of principal of the Obligations from Kentucky ad valorem taxation and 
as to exemption of interest on the Obligations from federal and Kentucky income taxation, based 
an the assumption by Bond Counsel that the Governmental Agency complies with covenants 
made by the Governmental Agency with respect to compliance with the provisions of the Code, 
and based on the assumption of compliance by the Governmental Agency with requirements as 
to any required rebate (and reports with reference thereto) to the United States of America of 
certain investment earnings on the proceeds of the Obligations. The Governmental Agency has 
been advised that based on the foregoing assumptions of compliance, Bond Counsel is of the 
opinion that the Obligations are not “arbitrage bonds” within the meaning of Section 148 of the 
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Code. 

Section 18. Insurance. (a) Five and Extended Coverage. If and to the extent that the 
System includes structures above ground level, the Governmental Agency shall, upon receipt of 
the proceeds of the sale of the Obligations, if such insurance is not already in force, procure fire 
and extended coverage insurance on the irisurable portion of all of the facilities of the System, of 
a kind and in such aniounts as would ordinarily be carried by private companies or public bodies 
engaged in operating a similar utility. 

The foregoing fire and extended coverage insurance shall be maintained so long as any of 
the Obligations are outstanding and shall be in amounts sufficient to provide for not less than full 
recovery whenever a loss fioiri perils insured against does not exceed eighty percent (80%) of tlie 
full insurable value of the damaged facility. 

In the event of any damage to or destruction of any part of the System the Governmental 
Agency shall promptly arrange for the application of the insurance proceeds for the repair or 
reconstruction of the damaged or destroyed portion thereof. 

(h) Liability Insurance oil Facilities. So long as any of the Obligations are outstanding, 
the Governmental Agency shall, procure and maintain, public liability insurance relating to the 
operation of the facilities of the System, with limits of not less than $200,000 for one person and 
$1,000,000 for more than one person involved in one accident, to protect the Governmental 
Agency Erom claims for bodily injury and/or death; arid not less than $200,000 from claims for 
damage to property of others which may arise from the Governmental Agency’s operations of 
tlie System arid any other facilities constituting a portion of the System. 

(c) Vehicle Liability Insurance. If and to the extent that the Governmental Agency owns 
or operates vehicles in the operation of the System, upon receipt of the proceeds of the 
Obligations, the Governmental Agency shall, if such insurance is not already in force, procure 
and maintain, so long as any of the Obligations are outstanding, vehicular public liability 
insurance with limits of not less than $200,000 for one person and $1,000,000 for more then one 
person involved in one accident, to protect the Governmental Agency from claims for bodily 
injury and/or death, and not less than $200,000 against claims for damage to property of others 
which may arise from the operation of such vehicles by the Governmental Agency. 

Section 19. Event of Default; Remedies. The following i t e m  shall constitute an 
“Event of Default” on the part*of the Governmental Agency: 

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

(b) The failure to pay any installment of interest on the Obligations when the same 
shall become due and payable; 
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(c) The failure of the Goverrunental Agency to fulfill any of its obligations pursuant 
to this Assistance Agreement and to cure any such failure within 30 days after receipt of written 
notice of such failure; andor 

(d) The failure to promptly repair, replace or reconstruct essential facilities of the 
System after any major damage and/or destruction thereof. 

Upon the occurrence of an Event of Default, the Issuer or the Trustee on its behalf, as 
owner of the Obligations, may enforce and compel the performance of all duties and obligations 
of the Governmental Agency as set forth herein. Upon the occurrence of an Event of Default, 
then, upon the filing of suit by the Trustee or the Issuer, any court having jurisdiction of the 
action may appoint a receiver to administer the System on behalf of the Governmental Agency, 
with power to charge and collect rates sufficient to provide for the payment of the principal of ' 

and interest on the Obligations, and for the payment of operation and maintenance expenses of 
the System, and to provide and apply the income and revenues ,in conformity with this Assistance 
Agreement and with the laws of the Commonwealth of Kentucky. 

In addition to and apart from the foregoing, upon the occurrence of an Event of Default, 
the owner of any of the Obligations may reqiuire the Governmental Agency by demand, court 
order, injunction, or otherwise, to raise all applicable rates charged for services of the System a 
reasonzble amount, consistent with the requirements of this Assistance Agreement. 

Section 20. Annual Reports. The Governmental Agency hereby agrees to provide or 
cause to be provided to the Issuer and the Compliance Group audited financial statements 
prepared in accordance with generally accepted accounting principles (commencing with the 
fiscal year ended August 3 1 , 2006) and such other financial information and/or operating data as 
requested by the Issuer or the Compliance Group. 

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

Sectian 21. Supplemental Assistance Agreement. The Governmental Agency may, 
but only with the consent of the Issuer, execute one or more supplemental Assistance 
Agreements as shall not be inconsistent with the terms and provisions hereof for any one or more 
of the following purposes: 

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

(b) to subject to the lien and pledge of this Assistance Agreement additional 
revenues, properties, or collateral which may legally be subjected; 

(c) to add to the conditions, limitatians and restrictions on the issuance of bonds, 
other conditions, limitations and restrictions thereafter to be observed; 
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(d) to add to the covenants and agreements of the Governmental Agency in this 
Assistance Agreement, other covenants and agreements thereafter to be incurred by  the 
Governmental Agency or to surrender any right or power herein reserved to or conferred upon 
the Governmental Agency; 

(e) to effect the issuance of additional Parity Bonds; and/or 

(f) to modify the terms and conditions of this Assistance Agreement at the request of 
the Issuer in order to assist the Issuer in operating the Program or to maintain any rating the 
Issuer may have on its Program obligations. 

Section 22. No Remedy Exclusive. No remedy herein conferred upon or reserved to 
the Issuer is intended to be exclusive, and every such remedy will be cumulative and will be in 
addition to, every other remedy given hereunder and every remedy now or hereafter existing at 
law or in equity. No delay or omission to exercise any right or power accruing upon any default 
will impair any such right or power and any such right and power may be exercised from time to 
time and as often as may be deemed expedient. 

Section 23. Waivers. In the event that any agreement contained herein should be 
breached by either party and thereafter waived by the other party, such waiver will be limited to 
the particular breach so waived and will not be deemed to waive any other breach hereunder. 

Section24. Agreement to Pay Attorneys’ Fees and Expenses. In the event that 
either party hereto shall become in default under any of the provisions hereof and the 11011- 

defaulting party employs attorneys or incurs other expenses for the enforcement of performance 
or observance of any obligation or agreement on the part of the defaulting party herein contained, 
the defaulting party agrees that it will pay on demand therefore to the non-defaulting party the 
fees of such attorneys and such other expenses so incurred by the non-defaulting party. 

Section 25. Signatures of Officers. If any of the officers whose signatures or 
facsimile signatures appear on this Assistance Agreement or any other document evidencing the 
Obligations cease to be such officers before delivery of the Obligations, such signatures shall 
nevertheless be valid for all purposes the same as if such officers had remained in office until 
delivery, as provided by KRS 58.040 and KRS 61.390. 

Section 26. Severability Clause. If any section, paragraph, clause or provision of this 
Assistance Agreement shall be held invalid, the invalidity of such section paragraph, clause or 
provision shall not affect any of the remaining provisions of this Assistance Agreement. 
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IN WITNESS WHEREOF, the Kentucky Rural Water Finance Corporation has caused 
this Assistance Agreement to be signed in its r i m e  by its President and attested by its 
Secretary/Treasurer and the Henderson County Water District has caused this Assistance 
Agreement to be signed in corporate name and by its officer thereunder duly authorized, all as of 
the day and year first above written. 

KENTUCKY RURAL, WATER FINANCE 
CORPORATION 

President 

Attest: 

Secretary/Treasurer 

HENDERSON COUNTY WATER 
D I S TRlCT 

Attest: 

Secretary 
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IN WITNESS WHEREOF, the Kentucky Rural Water Finance Corporation has caused 
this Assistance Agreement to be signed in its name by its President and attested by its 
Secretary/Treasurer arid the Henderson County Water District has caused this Assistance 
Agreement to be signed in corporate name and by its officer thereunder duly authorized, all as of 
the day and year first above written. 

KENTUCKY RURAL WATER FINANCE 
CORPORATION 

BY 
President 

HENDERSON COUNTY WATER 
DISTRICT 

BY 
Chairman 

Attest: 

BY 
Secretary 
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ISSUER ACKNOWLEDGMENT 

COMMONWEALTH OF KENTUCKY 

COUNTY OF HENDERSON 
4 r  

The foregoing instrument was acknowledged before me this April 6 , 2006 by Allan 
VariMeter who is the President of the Kentucky Rural Water Finance Corporation, on behalf of 
said Corporation. 

WITNESS my hand this April &7 2006. 

My Commission expires: &,L?l~Acf6 . 

/ k d k L  
dotary Public, State at Large, Kentucky 

COMMONWEALTH OF KENTUCKY 

COUNTY OF WARREN 

The foregoing instrument was acknowledged before me this April , 2006 by Gary 
L,arimore who is the Secretary/Treasurer of the Kentucky Rural Water Finance Corporation, on 
behalf af said Corporation. 

WITNESS my hand this April , 2006. 

My Commission expires: __ 

Notary Public, State at Large, Kentucky 
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GOVERNMENTAL AGEBCY ACKNQ WLED GMENT 

COMMONWAL,TH OF KENTUCKY 

COUNTY OF HENDERSON 

w The foregoing instrument was acknowledged before me this April L, 2006, by David 
Spainhoward who is the Chairman of the Henderson County Water District, on behalf of said 
District. 

WITNESS my hand this April e”/, 2006. 

My Commission expires: &. J/-%2md” . 

h - .  

lic, State at Large, Kentucky 

COMMONWEAL,TH OF KENTUCKY 

COUNTY OF HENDERSON 

The foregoing instrument was acknowledged before me this April E, 2006, by Robed 
L. McIndoo, who is the Secretary of the Henderson County Water District, on behalf of said 
District . 

WITNESS my hand this April 2006. 

My Cornmission expires: @dJ/*J@L 

Pf6tary Public, State at Large, Kentucky 
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ISSUER ACKNQWL,EDGMENT 

COMMONWEALTH OF KENTUCKY 

COUNTY OF HENDERSON 

The foregoing instrument was acknowledged before me this April , 2006 by Allan 
VanMeter who is the President of the Kentucky Rural Water Finance Corporation, on behalf of 
said Corporation. 

WITNESS my hand this April -, 2006. 

My Commission expires: 

Notary Public, State at Large, Kentucky 

COMMONWEALTH OF KENTUCKY 

COUNTY OF WARREN 

The foregoing instrument was acknowledged before me this April 6': 2006 by Gary 
Larimore who is the Secretary/Treasurer of the Kentucky Rural Water Finance Corporation, on 
behalf o f  said Corporation. 

WITNESS my hand this April (Q*, 2006. 

MY Commission expires: 1 - -0 C, ___. 
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EXHIBIT B 

REQUEST FOR PAYMENT WITH RESPECT TO 
KENTUCKY RURAL WATER FINANCE CORPORATION 

(FLEXIBLE TERM PROGRAM) 

Request No. Dated: 

To: R.egions Bank 
3 15 Union Street 
P.O. Box 198977 
Nashville, Tennessee 37219 
Fax Number: (615) 687-4503 

From: Henderson County Water District (‘ ‘Goverrmien tal Agency”) 

Contact Person: Allan VanMeter 
Address: Henderson County Water District 

P.O. Box 655 
Henderson, Kentucky 424 1 9 

Ladies and Gentlemen: 

The above identified Governmental Agency has entered into an Assistance Agreement 
with the Kentucky Rural Water Finance Corporation (the “Issuer”) for the advance refunding of 
the outstanding (i) Henderson County Water District Water Revenue Bonds, Series 1997, dated 
July 1, 1997, i.11 the amount of $1,800,000 and (ii) Henderson County (Kentucky) Water District 
Water Revenue Bonds, Series of 2000, dated June I ,  2000, in the original principal amount of 
$2,625,000, described in the Assistance Agreement as the “Project.” 

Pursuant to the Assistance Agreement, we hereby certify that we have incurred the 
following expenses in connection with the Project and that the Issuer’s filnding share of these 
expenses is in the amount SO denoted in this request totaling $ and is set forth in 
Exhibit A attached hereto. 

Respectfully submitted, 

HENDERSON COUNTY WATER 
DISTRICT 

BY 
Chairrnan 



ASSISTANCE AGREEMENT 

BETWEEN 

KENTUCKY RURAL WATER FINANCE CORPORATION 

AND 

HENDERSON COTJNTY WATER DISTFUCT 

DATED AUGUST 28,2003 

This document was prepared by: 

RUBIN & HAYS 
Kentucky Home Trust Building 
450 South Third Street 
Louisville, Kentucky 40202 
(502) 569-7.525 
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ASSISTANCE AGREEMENT 

4UguSt, 20c This Assistance Agreement made and entered into as of the 28L day o le  
“Assistance Agreement”) by and between the Kentucky Rural Water Finance Corporation, a non- 
profit corporation and instrumentality of various entities of the Commonwealth o f  Kentucky (the 
“Issuer”) and the Henderson County Water District, City of Henderson, K.entucky (the 
“Governmental Agency”): 

- 

WITNESSETH 

WHEREAS, the Issuer has established its Public Projects Flexible Term Program (the 
“Program”) designed to provide financing for the expansion, addition and improvements o f  public 
projects for governmental entities under which the Issuer issued its Kentucky Rural Water Finance 
Corporation Multimodal Public Prqjects Revenue Bonds (Flexible Term Program), Series 2001, 
dated April 4, 2001, in the aggregate principal amount of $46,000,000 (the “Series 2001 Bonds”) 
pursuant to a Trust Indenture dated as of April 4,2001 (the “Indenture”) between the Issuer and Fifth 
Third Bank, trustee (the “Tr..istee”), the net proceeds ofwhich will be applied for the benefit of such 
governmental entities by making loans, pursuant to Assistance Agreements; and 

WHEREAS, pursuant to the Indenture, the Issuer has authorized the issuance of the Kentucky 
Rural Water Finance Corporation Public Projects Refunding Revenue Bonds (Flexible Tenn 
Program), Series 2003B (the “Series 2003B Bonds”) in the aggregate principal amount of $9SS,OOO, 
pursuant to a Supplemental Trust Indenture No. 1 1, dated as of August 28,2003 by and between the 
Issuer and the Trustee, which Series 2003B Bonds will rank on a parity with the Series 2001 Bonds 
and the proceeds of which will be used by certain Govemrnental Agencies to refund and refirlance 
certain outstanding obligations which were issued for the purpose of acquiring, constructing and 
equipping the Prqject; and 

WHEREAS, the Issuer has previously remarketed, reissued and delivered $5,3 15,000 of the 
Series 200 1 Bonds in a Fixed Rate Mode to be known as Kentucky Rural Water Finance Corporation 
Multirnodal Public Prqjects Revenue Bonds (Flexible Term Program), Series 2001A (the “Series 
2001A Bonds”) pursuant to Supplemental Tnist Indenture No. 1 , dated as of June 27,2001 by and 
between the Issuer and the Trustee (the “Series 2001A Indenture”); arid 

WHEREAS, the Issuer has previously remarketed, reissued arid delivered $1,00S,O00 o f  the 
Series 200 1 Bonds in a Fixed Rate Mode to be known as Kentucky Rural Water Finance Corporation 
MultimodaI Public Projects Revenue Bonds (Flexible Terrn Program), Series 200 1 B (the “Series 
2001B Bonds”) pursuant to Supplemental Trust IndentureNo. 2, dated as of December 19,2001 by 
and between the Issuer and the Trustee (the “Series 200 1 B Indenture”); and 

WHEREAS, the Issuer has previously remarketed, reissued and delivered $71 5,000 of the 
Series 2001 Bonds in aFixed Rate Mode to be known as Kentucky Rural Water Finance Corporation 
Multimodal Public Projects Revenue Bonds (Flexible Term Program), Series 2001C (the “Series 
2001C Bonds”) pursuant to Supplemental Trust Indenture No. 3, dated as of May 15,2002 by and 
between the Issuer and the Trustee (the “Series 2001 C Indenture”); and 



WHEREAS, the Issuer has previously issued and delivered $1,640,000 of Kentucky Rural 
Water Finance Corporation Public Projects Refunding Revenue Bonds (Flexible Term Program), 
Series 2002 (the “Series 2002 Bonds”), which rank on a parity with the Series 2001 Bonds, pursuant 
to Supplemental Trust Indenture No. 4, dated as of July 15,2002 by and between the Issuer and the 
Trustee (the “Series 2002 Indenture”); and 

WHEWAS, the Issuer has previously remarketed, reissued and delivered $2,830,000 of the 
Series 200 1 Bonds in a Fixed Rate Mode to be known as Kentucky Rural Water Finance Corporation 
Multimodal Public Prqjects Revenue Bonds (Flexible Term Program), Series 2001 D (the “Series 
2001 D Bonds”) pursuant to Supplemental Trust Indenture No. 5, dated as of September 25,2002 by 
arid between the Issuer and the Trustee (the “Series 2001D Indenture”); and 

WHE’REAS, the Issuer has previously issued and delivered $1,375,000 of Kentucky Rural 
Water Finance Corporation Public Projects Refunding Revenue Bonds (Flexible Term Program), 
Series 2002B (the “Series 2002B Bonds”), which rank on a parity with the Series 2001 Bonds, 
pursuant to Supplemental Trust Indenture No.6, datsd as Gf Cktober 30, 2002 by and between the 
Issuer and the Trustee (the “Series 2002B Indenture”); and 

WHEREAS, the Issuer has previously remarketed, reissued and delivered $13  10,000 of the 
Series 2001 Bonds in a Fixed Rate Mode to be known as Kentucky Rural Water Finance Corporation 
Multimodal Public Projects Revenue Bonds (Flexible Term Program), Series 200 1 E (the “Series 
2001E Bonds”) pursuant to Supplemental Trust Indenture No. 7, dated as of December 18,2002 by 
and between the Issuer and the Trustee (the “Series 2001 El Indenture”); and 

WHEREAS, the Issuer has previously issued and delivered $8,805,000 of Kentucky Rural 
Water Finance Corporation Public Projects Refunding Revenue Bonds (Flexible Term Program), 
Series 2003A (the “Series 2003A Bonds”), which rank on a parity with the Series 2001 Bonds, 
pursuant to Supplemental Trust Indenture No.8, dated as of March 15, 2003 by and between the 
Issuer and the Trustee (the “Series 2003A Indenture”); and 

WHEREAS, the Issuer has previously rernarketed, reissued and delivered $1,250,000 of the 
Series 2001 Bonds in a Fixed Rate Mode to be known as Kentucky Rural Water Finance Corporation 
Multimodal Public Projects Revenue Bonds (Flexible Tern] Program), Series 2001F (the “Series 
2001F Bonds”) pursuant to Supplemental Trust Indenture No. 9, dated as of May 28,2003 by and 
between the Issuer and the Trustee (the “Series 2001 F Indenture”); and 

WHEREAS, the Issuer has previously remarketed, reissued and delivered $795,000 of the 
Series 200 1 Bonds in a Fixed Rate Mode to be known as Kentucky Rural Water Finance Corporation 
Multirnodal Public Projects Revenue Bonds (Flexible Term Program), Series 200 1 G (the “Series 
2001G Bonds”) pursuant to Supplemental Trust Indenture No. 10, dated as of July 30,2003 by and 
between the Issuer and the Trustee (the “Series 200 1 G Indenture”); and 
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WHEREAS, the Governmental Agency has determined that it is necessary arid desirable to 
arid currently refund certain outstanding indebtedness of said Governrnental Agency (the 

-Project”), and the Issuer has determined that the Project is a project within the meaning of the Act 
and the Indenture, thereby qualifying for financial assistance from the Issuer; and 

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

WHEREAS, the Governmental Agency has designated the Issuer as its instrumentality and 
agency; and 

WHEREAS, pursuant to this Assistance Agreement the Governmental Agency will proceed 
with the Prqject; and 

WHEREAS, the Governmental Agency, presently owns and operates the Water System (the 
“System”) of said Governrnental Agency; and 

WHEREAS, the Governmental Agency has heretofore issued its Prior Bonds (as hereinafter 
defined); and 

-WHEREAS, in and by the Prior Bond Legislation (as hereinafter defined), the right arid 
privilege was reserved by the Governmental Agency under conditions and restrictions set out in said 
Prior Bond Legislation, of issuing additional bonds from time to time, payable from the income and 
revenues of the System and ranking on a parity with the outstanding Prior Bonds, for the purpose, 
among other things, of financing the costs of extensions, additions and improvements to the System, 
and refinancing certain outstanding indebtedness, which conditions and restrictions are found to 
currently exist and prevail so as to permit the issuance of certain proposed additional bonds so as to 
rank, when issued, on a parity with the outstanding Prior Bonds; and 

WHEREAS, the Goverrlmental Agency has heretofore issued its (i) Henderson County Water 
District Water Refunding Revenue Bonds, Series 1993, dated March 1, 1993, in the original 
principal amount of $1,250,000 (the “Series 1993 Bonds”), authorized by a Resolution adopted by 
the Board of Conimissioners (the “Governing Body”) on January 1 1, 1993 (the “Bond Legislation 
of 1993”); and (ii) Henderson County Water District Water Refunding and Improveinent Revenue 
Bonds, Series 1994, dated January 1 , 1994, in the original principal amount of $1,220,000 (the 
“Series 1994 Bonds”), authorized by a Resolution adopted by the Governing Body on November 17, 
1 993 (the “Bond Legislation of 1994”); and 

WHEREAS, the Governmental Agency has found and determined that it is in the public 
interest to refinance and currently refund the Series 1993 Bonds and the Series 1994 Bonds in order 
to achieve interest savings; and 

3 



WHEREAS, it is deemed necessary and advisable for the best interests of the Governmental 
kigencY that it enter into this Assistance Agreement with the Issuer in order to borrow funds (the 
qom”) in the amount of $955,000 [the “Obligations”], for the purpose of providing funds for the 
Project, and to reaffirm the conditions and restrictions whereunder similar bonds or obligations may 
be subsequently issued ranking on a parity therewith; and 

WHEREAS, under the provisions of Sections 58.010 through 58,140, inclusive, of the 
Kentucky Revised Statutes, and under the provisions of the Prior Bond Legislation, the 
Governmental Agency is authorized to enter into this Assistance Agreement and to borrow the 
Obligations to provide such fixnds for the purpose aforesaid; and 

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

WHEREAS, the Issuer and the Governmental Agency have determined to e?xter into this 
Assistance Agreement pursuant to the terms of the Act and the Indenture and to set forth their 
respective duties, rights, covenants, and obligations with respect to the construction and financing 
of the Prqject subject to the repayment of the Loan and the Obligations and the interest thereon; 

NOW, THEREFORE, FOR AND IN CONSIDEMTION OF THE MUTTJAL 
COVENANTS HEREIN SET FORTH, THE LOAN HEREBY EFFECTED AND O T m R  GOOD 
AND VAL,UABLE CONSIDERATION, THE RECEIPT OF WHICH IS HEREBY 
ACKNOWL,EDGED BY EACH PARTY, THE PARTIES HERETO MUTIJALLY COVENANT 
AND AGREE, EACH WITH THE OTHER AS FOLLOWS: 

Sectian 1. Definitions. As used in this Assistance Agreement, unless the context requires 
otherwise: 

“Actyy refers to Chapters 58 and 74 of the Kentucky Revised Statutes. 

“Assistance Agreement” refers to this Assistance Agreement authorizing the Loan and the 
Obligations. 

“BoMd Counsel” refers to a nationally recognized firm of Bond Counsel which firrn has 
prepared the legal proceedings for the Obligations, has furnished all of the customary services of 
Bond Counsel in this financing and will continue to furnish such services until the Obligations are 
delivered and paid for, including the rendering of the final approving legal opinion with regard to 
the legality of the Obligations and the tax exemption of the interest thereon. 

“Bond Legislation of1 993” refers to the Resolution authorizing the Series 1993 Bonds, duly 
adopted by the Governing Body on January 1 1 , 1993. 
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“Bond Legislation o f1  994” refers to the Resolution authorizing the Series 1994 Bonds, duly 
by the Governing Body on November 17, 1993. 

“Bond Legislation of 1997” refers to the Resolution authorizing the Series 1997 Bonds, duly 
adopted by the Governing Body on June 11,1997. 

“Bond Legislation of200o” refers to the Resolution authorizing the Series 2000 Bonds, duly 
adopted by the Governing Body on 

‘CBondowrzer,yy “Owner,” “Bondl?older” means and contemplates, unless the context otherwise 
indicates, the registered owner of one or more of the Bonds at the time issued and outstanding 
hereunder. 

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

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

“Code” refers to the United States Internal Revenue Code of 1986, as amended, and any 
regulations issued thereunder. 

“Conzpliance Group” refers to the Compliance Group identified and defined in the Indenture. 

“Depository Bar7k” refers to the bank or banks in which the Funds referred to in this 
Assistance Agreement will be deposited and maintained as the depository(ies) for such Funds; as 
determined by the Governmental Agency. 

“Depreciation Fund” refers to the Henderson County Water District System Depreciation 
Fund created in the Prior Bond Legislation and which Depreciation Fund will continue to he 
maintained for the benefit of all of the Bonds. 

“Engineer” or “Independent Consulting Engineer” refers to an Independent Consulting 
Engineer or finn of Engineers of excellent national reputation or o f  recognized excellent reputation 
in Kentucky in the fields of waterworks and sewer engineering. 

“Funds” refers to the Revenue Fund, the Sinking Fund, the Depreciation Fund, the Operation 
and Maintenance Fund and the Governmental Agency Account. 

“Governing Body” means the Board of Commissioners of the Governmental Agency or such 
other body as shall be the governing body of said Governmental Agency under the laws of Kentucky 
at any given time. 
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“Governmental Agency” refers to the Henderson County Water District. 

“Governmental Agency Chief Executive” refers to the Chairman of the Governmental 
A&encY. 

LLGovernmentul Agency Clerk” refers to the Secretary of the Governmental Agency. 

“‘lndenture” means the Trust Indenture, dated as of April 4,2001, as originally executed or 
as it may from time to time be supplemented, modified or amended by any supplemental mortgage, 
including the Supplemental Trust Indenture No. 11, dated August 15, 2003, by and between the 
Issuer and the Trustee. 

“Interest Payment Date” shall mean the 1 day of each month, commencing January 1,2004 
and continuing through and including January 1, 201 5 or until the Loan has been paid in full. 

LLIssuery’ refers to the K.entucky RuraI Water Finance Corporation. 

LLKL4yy refers to the Kentucky Infrastructure Authority, a body corporate and politic and an 
agency of the Commonwealth of Kentucky. 

“ K I A  Loans” refers to the District‘s outstanding Kentucky Infrastructure Authority loans 
dated December 1,1991, in the original principal amount of $365,407, and dated December 1,1991 
in the original principal amount of $61 8,3 8 1. 

“ObZigations” refers to the L,oan authorized by this Assistance Agreement in the principal 
amount of $955,000. 

“Operation and Maintenance Fund’ refers to the “Henderson County Water District System 
Operation and Maintenance Fund” created and confinned in the Prior Bond Legislation and which 
Operation and Maintenance Fund will continue to be maintained for the benefit of the System. 

“Outstanding Bonds” refers collectively to all outstanding Prior Bonds, the outstanding 
Obligations and any outstanding Parity Bonds, and does not refer to any bonds which have been 
defeased. 

“Parity Bonds” means bonds issued in the future, which will, pursuant to the provisions of 
this Assistance Agreement, rank on a basis of parity with the Obligations and shall not be deemed 
to include, nor to prohibit the issuance of, bonds ranking inferior in security to the Obligations. 

“Permitted Investments” refers to investments of funds on deposit in the various fimds 
created herein and includes: 

(1) direct obligations of the United States of America (including obligations issued or 

6 



held in book-entry form on the books of the Department of the Treasury of the United 
States of America) or obligations the timely payment of the principal of and interest 
on which are fully guaranteed by the United States of America, including instruments 
evidencing an ownership interest in securities described in this clause (1); 

(2) obligations, debentures, notes or other evidences of indebtedness issued or 
guaranteed by any of the following: 

Federal Home Loan Bank System, Export-Import Bank of the United States, Federal 
Financing Rank, Federal Land Banks, Government National Mortgage Association, 
Federal Home L,oan Mortgage Corporation or Federal Housing Administration; 

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

(4) certificates of deposit of, or time deposits in, any bank (including the Trustee or the 
Bank) or savings and loan association (a) the debt obligations ofwhich (or in the case 
of the principal bank of a bank holding company, the debt obligations of the bank 
holding company of which) have been rated at least equal to the rating assigned to 
the Bonds by each Rating Agency then rating the Bonds or (b) which are h l l y  insured 
by the Federal Deposit Insurance Corporation or (c) which are secured at all times, 
in the manner arid 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; 

(5) shares in any investment company registered under the Federal Investment 
Govenmental Agency Act of 1940 whose shares are registered under the Federal 
Securities Act of 1933 and whose only investments are government securities 
described in clause (1) or (2) of this definition and repurchase agreements fully 
secured by government securities described in clause (1) or (2) of this definition 
and/or other obligations rated AAA by S&P; 

( 6 )  tax-exempt obligations of any state of the IJnited States, or political subdivision 
thereof, which are rated AA or better by S&P or mutual funds invested only in such 
obligations; 

(7) units of a taxable or nontaxable government money-market portfolio composed of 
U.S. Goverrlment obligations and repurchase agreements collateralized by such 
obligations; 
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commercial paper rated A-1 or A-1-t by S&P; 

corporate notes or bonds with one year or less to maturity rated in one of the two 
highest Rating Categories by S&P; or 

shares of mutual funds, each of which shall have the following characteristics: 

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

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

(iii) All of the securities in the mutual fund shall be in investments in any one 
or more of the investments described in (1) and (3) above. 

“Prior Bond Legislation” refers collectively to the Bond Legislation of 1997 and the Bond 
Legislation of 2000.. 

“Prior Bonds” refers to the Series 1997 Bonds and the Series 2000 Bonds. 

“Progranz” refers to the Issuer’s Public Projects Flexible Term Program designed to provide 
financing for the expansion, addition and irnprovemerits of public prqjects for governmental entities. 

“Program Adirzinistrator” refers to the Kentucky Rural Water Association, Inc., Bowling 
Green, Kentucky. 

“Program Reserve Fund” refers to the Reserve Fund created and established pursuant to 
Section 4.2 of the Indenture. 

“Project” refers to refinancing and current refunding of the Governmental Agency‘s Series 
1993 Bonds and Series 1994 Bonds with the proceeds of the Obligations. 

“RecordDute” shall mean with respect to any Interest Payment Dat.e, the close of business 
on the 1 Sh day next preceding such Interest Payment Date, whether or not such day is a business day. 

“Requisition Cert9cute’’ means the form attached hereto as Exhibit C to be utilized by the 
Governmental Agency in obtaining disbursements of the Loan from the Governmental Agency 
Account as construction of the Project progresses. 

“Revenue Fund’ refers to the Henderson County Water District Revenue Fund created in the 
Prior Bond Legislation arid which Revenue Fund will continue to be maintained for the benefit of 
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all of the Bonds. 

“Series I993 Bonds” refers to the outstanding Henderson County Water Refunding Revenue 
Bonds, Series 1993, dated March 1, 1993, in the original principal amount of $1,250,000. 

“Series I994 Bonds” refers to the outstanding Henderson County Water District Water 
Refunding and Improvement Revenue Bonds, Series 1994, dated January 1, 1994, in tlie original 
principal amount of $1,220,000. 

“Series I 9 9 7  Bonds” refers ta the outstanding Henderson County Water District Water 
Revenue Bonds, Series 1997, dated July 1 , 1997 in the original principal amount of $1,800,000. 

“Series 2000 Bonds” refers to the outstanding Henderson County (Kentucky) Water District 
Water Revenue Bonds, Series of 2000, dated June 1, 2000, in the original principal amount of 
$2,62 5 , 00 0. 

“Sinking Fund” refers to the Henderson County ‘Water District Revenue Bond and Interest 
Redeniption Fund created and confirmed in the Prior Bond Legislation and which Sinking Fund will 
continue to be maintained for the benefit of the System. 

“Sy.stenz” refers to the Governmental Agency’s water system, together with all fbture 
extensions, additions and improvements to said System. 

“Treasurer” refers to the Treasurer of the Governmental Agency. 

“Trustee” refers to Fifth Third Bank, Cincinnati, Ohio. 

“U.S. Obligations” refers to bonds, notes, or Treasury Bills which are direct obligations of 
the United States of America or obligations fully guaranteed by the IJnited States of America, 
including book-entry obligations of the United States Treasury-State and Local Government Series, 
and Trust Receipts representing an ownership interest in direct obligations of the United States. 

Section 2. Reaffirmation of Declaration of Water System. That all proceedings 
heretofore taken for the establishment of and the supplying of water service in and to said 
Governmental Agency as a water system are hereby in all respects ratified and confirmed; and so 
long as any of the obligations hereinafter authorized or permitted to be issued remain outstanding, 
said System shall be owned, controlled, operated and maintained for the security and source of 
payment of said obligations. Said System is hereby declared to constitute a public project within the 
meaning and application of Sections 58.010 to 58.140, inclusive, of tlie Kentucky Revised Statutes. 

Section 3. Authorization of Obligations; Place of Payment; Manner of Execution. That 
pursuant to the Constitution and laws of Kentucky, and particularly said Sections 58,010 to 58.140, 
inclusive of the Kentucky Revised Statutes, the Governmental Agency hereby authorizes the 
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borrowing of $955,000 from the Program, for the purpose of providing funds for the Project. Said 
Obligations shall mature on each January 1 beginning January 1, 2004 and continuing thereafter 
through and until January 1 , 2015, in such principal amounts, and shall bear interest payable on the 
Interest Payment Dates, commencing July 1 , 2004 in the maturities and at the interest rates set forth 
in Exhibit A attached hereto. 

The principal of, redemption price, if any, and interest on the Obligations shall be payable 
in la&l money of the United States of America on the Interest Payment Dates, beginning January 
1,2004 to the Trustee for the Program. Such payment shall be made by the Governmental Agency 
from funds on deposit in the Sinking Fund pursuant to the ACH Debit Direct Payment Method (the 
“ACH Debit Direct Payment Method”) as described and detailed in the ACH Debit Direct Payment 
Authorization Form (the “ACH Authorization Form”) attached hereto as Exhibit B. The ACH 
Authorization Form shall be completed, signed and forwarded to the Tnistee prior to the 
Governmental Agency receiving any of the proceeds of the Loan. 

Pursuant to the ACH Debit Direct Payment Method, there shall be transferred to the Trustee 
on or before the first day of each month, from the Sinking Fund, the amounts hereifiafter specified: 

(1) An amount equal to one-sixth (1/6) of the interest becoming due on the Obligations 
on the next succeeding interest due date [provided that for the first seven payments 
one-seventh (1/7) of the interest due on the Obligations on the next succeeding 
interest due date], and subject to a credit for the amount on deposit in the Sinking 
Fund transferred thereto on the date of issue of the Obligations; plus 

(2) An amount equal to one-twelfth (1/12) of the principal amount of all Obligations 
maturing on the next succeeding January 1 [provided that for the first seven payments 
one-seventh (1/7) of the principal due on the Obligations on January 11. 

In addition, in the event the Issuer is required to withdraw moneys from the Program Reserve 
Fund established pursuant to the Indenture to pay the principal of and interest on the Obligations and 
any other payments due under this Assistance Agreement on behalf of the Governmental Agency (the 
“Reserve Withdrawal”), the Governmental Agency shall pay to the Trustee, in each month, pursuant 
to the ACH Debit Direct Payment Method an amount equal to at least 1/12 of the Reserve 
Withdrawal, plus accrued interest thereon at the rate equal to the highest rate of interest paid by the 
investments making up the Program Reserve Fund until such Reserve Withdrawal has been 
replenished. 
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Section 4. Redemption. (a) OptionaZ Redemption. Subject to the prior written approval 
ofthe Compliance Group, Obligations maturing on and prior to January 1 , 2012 shall not be subject 
to redemption prior to maturity. Obligations maturing on or after January 1 , 201 3, are subject to 

in whole or in part, by the Issuer prior to their stated maturities, at any time falling on 
or after January 1 , 201 2, upon payment of the principal amount to be redeemed plus accrued interest 
to the date of redemption, on the dates, subject to redemption premium stated as a percentage of the 
principal amount to be redeemed, as follows: 

Redemption Dates (1nclusive)r 

January 1 , 201 2 through December 3 1 , 20 12 
January 1 , 201 3 through December 3 1 , 2013 
January 1 ,20  14 and thereafter 

Red emption 
- Price - 

101.0% 
I O O S %  
100.0% 

In the event that the Governmental Agency desires to optionally redeem a portion of its 
Obligations, such redemption sha!l be in a denomination eqiral to $5,000 or arty integral multiple 
thereof. 

(6) Notice of Redemption. The Governmental Agency shall give the Issuer and the Trustee 
notice of any redemption by sending at least one such notice by first class .United States mail not less 
than 45 and not more than 90 days prior to the date fixed for redemption. 

All of said Obligations as to which the Governmental Agency reserves and exercises the right 
of redemption and as to which notice as aforesaid shall have been given, and for the retirement of 
which, upon the terms aforesaid, funds are duly provided, will ,cease to bear interest on the 
redemption date. 

Section 5. Obligations Payable Out of Revenues on a Parity with Prior Bonds. All of 
the Obligations and Prior Bonds, together with the interest thereon and such additional bonds ranking 
on a parity therewith heretofore issued and outstanding and that may be hereafter issued and 
outstanding froni time to time under the conditions and restrictions hereinafter set forth, shall be 
payable out of the Sinking Fund, as heretofore created in the Prior Bond Legislation and as 
hereinafter more specifically provided and shall be a valid claim of the holder thereof only against 
said fimd and the fixed portion or amount of the income and revenues of the System of said 
Governmental Agency pledged to said fund. 

Section 6. Compliance with Parity Coverage Requirements of the Prior Bond 
Legislation. It is hereby declared that in accordance with the provisions of the Prior Bond 
Legislation, and prior to the issuance of any of the Obligations hereby authorized, there will be 
procured and filed with the Governmental Agency Clerk of said Governmental Agency any and all 
statements or certifications for the purpose of having both principal and interest on the Prior Bonds 
and the Obligations hereby authorized payable on a parity from the income and revenues of said 



Svstem with said outstanding Prior Bonds. 

Section 7. Flow of Funds. 
. ,  

All proceedings preliminary to and in connection with the 
issuzlce 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 ofthe revenues derived Erom the operation of the System; 
and for the enforcement and payment of the Prior Bonds; and all other covenants for the benefit of 
the bondIiolders 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 fill1 herein; provided, further, that, hereafter, the income and 
revenues of the System shall be collected, segregated, accounted for, and distributed as follows: 

A. Revenue Fund. The Governmental Agency covenants and agrees that it will 
continue to deposit in the Revenue Fund, promptly as received from time to time, all revenues of the 
System, as same may be extended and improved from time to time. The moneys in the Revenue 
Fund shall continue to be used, disbursed and applied by the Governmental Agency only for the 
purpose and in the manner and order of priorities specified in the Prior Band Legislation, as 
hereinafter modified by this Assistance Agreement, all as permitted by the Act, arid in accordance 
with previous contractual commitments. 

B. Sinking Fund. A separate and special h n d  or account of the Governmental 
Agency, distinct and apart from all other h n d s  and accounts, was created in and by the Prior Bond 
Resolution and designated and identified as the “Henderson County Water District Revenue Bond 
and Interest Redemption Fund,” which shall continue to be maintained so long as any of the 
Outstanding Bonds or any additional Parity Bonds herein permitted to be issued are outstanding; and 
all moneys deposittd therein from time to time shall be used and disbursed and applied, and are 
hereby irrevocably pledged, solely for the purpose of paying the principal of and interest on the 
Outstanding Bonds and any Parity Bonds hereafter issued and outstanding pursuant to the provisions 
of this Assistance Agreement. 

There shall be set aside and transferred on or before the 20th day of each month from 
the Revenue Fund, as a first charge thereon, and deposited in the Sinking Fund Sums sufficient to 
pay when due the principal and interest requirements on the Outstanding Bonds. Specifically, there 
shall be paid into the Sinking Fund on or before the 20th day of each month, on account of the 
Outstanding Bonds, not less than the following: 

(1) An amount equal to one-sixth (1/6) of the next succeeding six-month interest 
payment to become due on the Outstanding Bonds brovided that for the first 
seven payments one-seventh (1/7) of the interest due on the Obligations on 
the next succeeding interest due date], plus 

(2) A sum equal to one-twelfth (1/12) of the principal of any Outstanding Bonds 
maturing on the next succeeding principal payment date [provided that for the 
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first seven payments one-seventh (1/7) of the principal due on the 
0 bligations]. 

In the event additional Parity Bonds are issued pursuant to the conditions and 
restrictions hereinafter prescribed, the monthly deposits to the Sinking Fund shall be increased to 
provide for payment of interest thereon and the principal thereof as the same respectively become 
due. 

If for any reason there should be a failure to pay into the Sinking Fund the full 
amounts above stipulated, then an amount equivalent to such deficiency shall be set apart and paid 
into the Sinking Fund from the first available income and revenues of the System, subject to the 
aforesaid priorities, 

NO fiirther payments need to be made into the Sinking Fund if and when the amount 
held therein and in any other available fund is at least equal to the amount required to retire all 
Outstanding Bonds and Parity Bonds and paying all interest that will accrue thereon. 

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 andlor of paying the costs of constructing fiiture extensions, additions and improvements 
to the System which will either enhance its revenue-producing capacity or will provide a higher 
degree of service, and when necessary, for the purpose of making payments of principal and interest 
on the Bonds if the amount on deposit in the Sinking Fund is not sufficient to make such payments. 

D. Operation and MaintenadceFund. There shall next be transferred monthly 
from the Revenue Fund arid deposited into said Operation and Maintenance Fund, sums sufficient 
to meet the current expenses of operating and maintaining the System. The balance maintained in 
said Operation and Maintenance Fund shall not be in excess of the amount required to cover 
anticipated System expenditures for a two-month period pursuant to the Governmental Agency's 
annual budget. 

E. Surplus Funds. Subject to the provisions for the disposition of the income 
and revenues of the System as set forth hereinabove, which provisions are cumulative, and after 
paying or providing for the payment of debt service on any subordinate obligations, there shall be 
transferred, within sixty days after the end of each fiscal year, the balance of excess funds in the 
Revenue Fund on such date, to the Depreciation Fund for application in accordance with the terms 
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ofthis Assistance Agreement or to the Sinking Fund to be applied to the maximum extent feasible, 
10 e prompt purchase or redemption of Outstanding Bonds. 

Provided, however, notwithstanding anything to the contrary in any Prior Bond Legislation, 
he  Governmental Agency shall be allowed a credit to the extent of moneys on deposit in the 
program Reserve Fund for the purpose of meeting any parity requirements in any Prior Bond 
Legislation; , r  sub.ject however, to the limitation that moneys in the Program Reserve Fund may only 

used to make payments of the Govemrnent Agency due under this Assistance Agreement, if 
necessary, and; provided hrther, that the Trustee may not seek payment for any reserve funds held 

the Governmental Agency under any Prior Bond Legislation for payment of any amounts due 
from the Governmental Agency under this Assistance Agreement. 

Section 8. Disposition of Proceeds of the Obligatians; Governmental Agency Account. 
{Jpon (i) the execution of this Assistance Agreement, (ii) the deliverance of this Assistarice 
Agreement to the Trustee, (iii) certification of the Compliance Group that the Loan is to be accepted 
in the Program and (iv) upon receipt by the Governmental Agency of the proceeds of the 
Obligations, the proceeds shall be applied as follows: 

(a) Disposition of the Proceeds. There shall first be deducted and paid from the proceeds 
of the Obligations the fees and costs incurred by the Governmental Agency and any other pertinent 
expenses incident to the issuance, sale and delivery of the Obligations and such other appropriate 
expenses as may be approved by the Governmental Agency Chief Executive, including but not 
limited to the Governmental Agency’s pro rata share of the Program’s fees and expenses. 

The balance shall be deposited to the Governmental Agency Account to be used to complete 
the Project. 

@) Governmental Agency AccouMt. It is hereby acknowledged that a fund entitled 
“Henderson County Water District Governmental Agency Account” (the ccGovemmental Agency 
Account”) has been created and maintained by the Trustee pursuant to the Indenture; and the amount 
on deposit in said Governmental Agency Account shall be applied to the extent necessary, to pay the 
cost of additions and improvements to and the construction of the Project. 

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

The Trustee shall be obligated to send written notice to the Goverrmental Agency of the need 
for investment directions if and whenever funds in excess of $50,000 shall remain uninvested for a 
period of more than five days. In tlie absence of written direction from tlie Governmental Agency 
with respect to investment of moneys held in the Governmental Agency Account, the Trustee is 
hereby directed to invest funds in money market mutual funds of the Trustee or its affiliates that 
qualify as Permitted Investments under this Assistance Agreement. 
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Payment from the Governmental Agency Account for costs in connection with the Prqject 
shall be made onIy upon a Requisition Certificate delivered to the Trustee which has been approved 
by the Engineers having charge of siipervising such acquisition, improvement and construction, and 

by the Governmental Agency Chief Executive, said Engineers to certify in each 
instance that the Requisition Certificate represents a sum actually earned by and due to the proposed 
payee under a contract with said Governmental Agency for work performed and/or rnateriaIs 
furnished in connection with the Project, or represents a sum necessary to be expended for land 
andor rights of way necessary to be acquired by the Governmental Agency in connection with said 
project. 

No expenditure shall be made from the Governmental Agency Account except for proper and 
authorized expenses relating to the acquisition, improvement and construction of the Project in 
accordance with the contracts, plans and specifications approved by the Governmental Agency. 

After completion of the Project, as certified by the Engineers? any balance then remaining 
on deposit in the Govemmental Agency Account shdl, sub,ject to m y  znd all zpp!icab!e legal 
provisions and applicable arbitrage regulations necessary to assure the exemption of interest on the 
Obligations from Federal income taxation, upon orders of the Governing Body, be transferred to the 
Sinking Fund, to be used for the purposes thereof. 

Section 9. Arbitrage Limitations. (1) The Governmental Agency covenants that neither 
the proceeds of the Obligations, nor “Non-Exempt Revenues” of the System, as defined below, will 
be invested in investments which will produce a net adjusted yield in excess of the net interest cost 
(effective yield) of the Obligations, if such investment would cause such Obligations to be 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 andor  revenues 
may be invested to whatever extent and whenever the Code and/or applicable regulations permit 
same to be invested without causing the Obligations to be treated as “arbitrage bonds.” 

(2) “Non-Exempt Revenues” within the meaning of the foregoing shall be deemed to 
refer to revenues o f  the System deposited in any of the funds earmarked for or reasonably expected 
to be used for the payment of debt service on the Obligations, in excess of “Exempt Revenues,’) 
which Exempt Revenues are: 

(a) amounts deposited in the Sinking Fund for the purpose of paying debt service on any 
Obligations against the System within thirteen (1 3) months from the date of deposit; 
and 

(b) amounts deposited in the Depreciation Fund or any similar reserve for replacements, 
reasonably expected to be used for extensions, additions, improvements or 
replacements to the System, and not reasonably expected to be used to pay debt 
service (even if pledged to be used to pay debt service in the event of the unexpected 
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inadequacy of other fknds pledged for that purpose). 

If, and to the extent that any Non-Exempt Revenues are on deposit and are available 
for investmerlt by reason of the foregoing, such f h d s  shall be subject to the investment limitations 
set out in Subsection (1) above. 

(3) 

On the basis of information fiirnished to the Governmental Agency, on known facts, 
circumstances and reasonable expectations on the date of enactment of this Assistance Agreement, 
the Governmental Agency certifies as follows: 

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

That it is not expected or contemplated that the Governmental Agency will rnake any 
use of the proceeds of the Obligations, which, if such use hzd been reasonably 
anticipated 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 ofthe Code; and (ii) all of the requirements 
of the applicable regulations thereunder, to whatever extent is necessary to assure that 
the Obligations will not be treated as arbitrage bonds. 

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

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

That it is not reasonably anticipated that amounts accumulated in the Depreciation 
Fund will be used for payment of debt service on any bonds payable from the 
revenues of the System, even though such Depreciation Fund will be so available if 
necessary to prevent a default in the payment ofprincipal and interest on such bonds. 

Prior to or at the time of delivery of the Obligations, the Governmental Agency Chief 
Executive and/or the Governmental Agency Treasurer are authorized to execute the appropriate 
certification with reference to the matters referred to above, setting out all known and contemplated 
facts concerning such anticipated investment of the proceeds of the Obligations, including the 
execution of necessary and/or desirable certifications of the type Contemplated by the Code and 
applicable regulations, as amended, in order to assure that interest on the Obligations will be exempt 
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from all federal income taxes and that the Obligations will not constitute or be treated as arbitrage 
bonds. 

Section IO. Parity Bonds. The Obligations shall not be entitled to priority one over the 
other in the application of the income and revenues of the System, regardless of the time or times 
of their issuance, it being the intention that there shall be no priority among the Obligations, 
regardless of the fact they may be actually issued and delivered at different times, and provided 
further that the lien and security of and for any bonds or obligations hereafter issued that are payable 
from the income and revenues of the System, shall, except as set out herein, be subject to the priority 
of the Prior Bonds and the Obligations as may from time to time be outstanding; provided the 
Governmental Agency has in said Prior Bond Legislation reserved the right and privilege, and does 
hereby reserve the right and privilege, of issuing additional bonds from time to time payable from 
the income and revenues of the System ranking on a parity with the Prior Bonds and with the 
Obligations, but only under the conditions specified in the Prior Bond Legislation, which conditions 
are hereinafter repeated, taking into account the issuance of the Obligations. 

The Governmental Agency reserves the right to finance future extensions, additions, mdw 
improvements to the System by the issuance of one or more additional series of bonds to be secured 
by a parity lien on and ratably payable from, the revenues of the System pledged to the Prior Bonds 
and the Obligations, provided; 

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

(b) The Governmental Agency is in compliance with all covenants and undertakings in 
connection with all of the bonds then outstanding and payable from the revenues of the System or 
any part thereof. 

(c) The annual net revenues (defined as gross revenues less operating expenses), of the then 
existing System for 12 consecutive months out of the preceding 18 months, ad.justed as hereinafter 
provided, shall be certified by an independent Certified Public Accountant to be equal at least one 
hundred thirty percent (1 30%) of the maximum annual debt senrice requirements for principal and 
interest on all Outstanding Bonds payable from the revenues of the System, iricluding such 
requirements of the Obligations, any Parity Bonds then outstanding plus the anticipated debt service 
requirements of any Parity Bonds then proposed to be issued. The calculation of average annual debt 
service requirements of principal and interest on the additional Parity Bonds to be issued shall, 
regardless of whether such additional Parity Bonds are to be serial or term bonds, be determined on 
the basis of the principal of and interest on such Parity Bonds being payable in approximately equal 
annual installments. 

(d) The ‘‘annual net revenues” referred to above may be adjusted for the purpose of the 
foregoing computations to reflect: 
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(i) any revision in the schedule of rates or charges being imposed at the time of the 
issuance of any such additional Parity Bonds, and 

(ii) any increase in the “annual net revenues” to be realized, within 12 months of the 
completion of the Project, from the proposed extensions, additions, and/or improvements 
being financed (in whole or in part) by such additional Parity Bonds; provided all such 
adjustments shall be based upon and included in a certification of a Certified Public I 

Accountant. 

’ 

(e) Reference is made to the necessity of obtaining the written consent of the United States 
Department of Agriculture Rural Development or its successor [the ‘‘FW’] for the issuance of future 
bonds encumbering the System while the RD holds any bonds payable from the revenues of the 
System. 

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

(i) Adjust the monthly amount to be deposited into the Sinking Fund on the same 
basis as that prescribed in the provisions establishing such Sinking Fund, to reflect the annual 
debt service requirements of the additional Parity Bonds; and 

(ii) Adjust the minimum annual amount to be deposited monthly into the Sinking 
Fund on the same basis as that prescribed in the provisions establishing such Sinking Fund, 
taking into account the future debt service requirements of all first lien bonds which will then 
be outstanding against the System. 

The Governmental Agency reserves the right to issue parity bonds to refund or refinance any 
part or all of the Prior Bonds and the Obligations, provided that prior to the issuance of such 
additional parity bonds for that purpose, there shall have been procured and filed with the 
Governmental Agency Clerk of the Govemnental Agency a statement by a Certified Public 
Accountant, as defined herein, reciting the opinion based upon necessary investigation that: 

(i) aRer the issuance of such parity bonds, the annual net revenues, as adjusted and 
, defined above, of the then existing system for the fiscal year preceding the date of issuance 

of such Parity Bonds, after taking into account the revised debt service requirements resulting 
from the issuance of such Parity Bonds and from the elimination ofthe Bonds being rehnded 
or refinanced thereby, are equal to not less thari 130% of the maximum annual debt service 
requirements then scheduled to fall due in any fiscal year thereafter for principal of and 
interest on all of the then Outstanding Bonds payable from the revenues of the System, 
calculated in the manner specified above; or 

(ii) in the alternative, that the debt service requirements for the Prior Bonds, the 
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Obligations, any previously issued Parity Bonds and the proposed refunding Parity Bonds, 
in any year of maturities thereof after the redemption of the Bonds scheduled to be refimded 
through the issuance of such proposed refunding Parity Bonds, shall not exceed the 
scheduled debt service requirements applicable to the then outstanding Prior Bonds, the 
Obligations and any previously issued Parity Bonds for any year prior to the issuance of such 
proposed Parity Bonds and the redemption of the Bonds to be refunded. 

Section 11. Rates and Charges for Services of the System. While any Bonds are 
outstanding and unpaid, the rates for all services of the System rendered by the Governmental 
Agency to its citizens, corporations, or others requiring the same, shall be reasonable andjust, taking 
into account and consideration the cost and value of said System, the cost of maintaining and 
operating the same, the proper and necessary allowances for depreciation thereof, and the amounts 
necessary for the retirement of the outstanding Bonds and the accruing interest on all such Bonds as 
may be outstanding under the provisions of this Assistance Agreement and the Prior Bond 
L,egislation, and there shall be charged such rates and amounts as shall be adequate to meet all 
requirements of the provisions ofthis Assistance Agreement. Prior to the issuance of the Obligations 
a schedule of rates and charges for the services rendered by the System to all users adequate to meet 
all requirements of this Assistance Agreement has been established and adopted. 

The Governrnental Agency covenants that it will not reduce the rates and charges for the 
services rendered by the System without first filing with the Governmental Agency Clerk a 
certification of an Independent Consulting Engineer or a Certified Public Accountant that the 
“annual net revenues” (defined as gross revenues less operating expenses) of the then existing 
System for the fiscal year preceding the year in which such Feduction 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 130% of the 
maximum annual debt service requirements for principal and interest on all of the then outstanding 
bonds payable from the revenues of the System, calculated in the manner specified in Section 10 
hereof. 

The Governmental Agency also covenants to cause a report to be filed with the Governing 
Body within four months after the end of each fiscal year by a Certified Public Accountant, setting 
forth the precise debt service coverage percentage of the average annual debt service requirements 
falling due in any fiscal year thereafter for principal of and interest on all of the then Outstanding 
Bonds payable from the revenues of the System, produced or provided by the net revenues of the 
System in that fiscal year, calculated in the manrier specified in Section 10 hereof; and the 
Governmental Agency covenants that if and whenever such report so filed shall establish that such 
coverage of net revenues for such year was less than 120% of the average annual debt service 
requirements, the Governmental Agency shall increase the rates by an amount sufficient, in the 
opinion of such Certified Public Accountant, to establish the existence of or immediate projection 
of, such minimum 120% coverage. 
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Section 12. All Obligations of this Issue Are Equal. The obligations authorized and 
permitted to be issued hereunder, and from time to time outstanding, shall not be entitled to priority 
one over the other in the application of the income and revenues of the System regardless of the time 
or times of their issuance, it being the intention that there shall be no priority among the Obligations, 
the Prior Bonds and any Parity Bonds authorized or permitted to be issued under the provisions of 
this Assistance Agreernent, regardless of the fact that they may be actually issued and delivered at 
different times. 

Section 13. Defeasance and/or Refunding of Obligations. The Governmental Agency 
reserves the right, at any time, to came the pledge of the revenues securing the outstanding 
Obligations to be defeased and released by paying an amount into an escrow fund sufficient, when 
invested (or sufficient without such investment, as the case may be) in direct obligations of or 
obligations guaranteed by the United States of America, including book entry obligations and trust 
receipts representing an ownership in direct obligations of the United States of America, to assure 
the availability in such escrow fund of an adequate amount (a) to call for redemption and to redeem 
and retire all of such outstanding Obligations, both as to principal and as to interest, an the next or 
any optional redemption date, including all costs md expenses in connection therewith, md to pay 
all principal and interest falling due on the outstanding Obligations to and on said date, or (b) to pay 
all principal and interest requirements on the outstariding Obligations as same mature, without 
redemption in advance of maturity, the determination of whether to defease under (a) or (b) or both 
to be made by the Governing Body. Such Permitted Investments shall have such maturities as to 
assure that there will be sufficient funds for such purpose. If such defeasance is to be accomplished 
pursuant to (a), the Governmental Agency shall take all steps necessary to publish the required notice 
of the redemption of the outstanding Obligations and the applicable redemption date. Upon the 
proper amount of such investments being placed in escrow and so secured, such revenue pledge shall 
be automatically h l ly  defeased and released without any further action being necessary. 

Section 14. Contractual Nature o f  Assistance Agreement. The provisions of this 
Assistance Agreement shall constitute a contract between the Governmental Agency and the Issuer; 
and after the issuance of any of such Obligations, no change, variation or alteration of any kind in 
the provisions of this Assistance Agreement, nor of the Prior Bond Legislation, shall be made in any 
manner except as herein or therein provided until such time as all of the Bonds authorized thereby 
and the interest thereon have been paid or provided for in full, or as otherwise provided herein; 
provided (a) that the Governing Body may enact legislation for any other purpose not inconsistent 
with the terms of this Assistance Agreement, and which shall not impair the security of the Issuer 
and/or for the purpose of curing any ambiguity, or of curing, correcting or supplernenting any 
defective or inconsistent provisions contained herein or in any ordinance or other proceedings 
pertaining hereto. 

Section 15. Appointment and Duties of Trustee. The Trustee is hereby designated as the 
bond registrar and paying agent with respect to the Obligations. 

Its duties as Trustee shall be as follows: 
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(1) To register all of the Obligations in the names of the Issuer; 

(2) To cancel and destroy (or remit to the Governmental Agency for destniction, 
if so requested by the Governmental Agency) all exchanged, matured, retired and redeemed 
Obligations, and to maintain adequate records relevant thereto; 

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

(4) To notify the Issuer of any Obligations to be redeemed and to redeem 
Obligations prior to their stated maturity upon receiving sufficient funds; and 

(5) To supply the Governmental Agency with a written accounting evidencing 
the payment of interest on and principal of the Obligations within thirty (30) days following 
each respective due date. 

The Trustee shall be entitled to the advice of counsel and shall be protected for any acts taken 
by it in good faith in reliance upon such advice. The Trustee shall not be liable for any actions taken 
in good faith and believed by it to be within its discretion or the power conferred upon it by this 
Assistance Agreement, or the responsibility for the consequences of any oversight or error in 
judgment . 

The Trustee may at any time resign from its duties set forth in this Assistance Agreement by 
filing its resignation with the Governmental Agency Clerk and notifying the Issuer. Thereupon, the 
Issuer shall notify the Governmental Agency of a successor Trustee which shall be an incorporated 
bank or trust company authorized to transact business in the TJnited States of America. 
Notwithstanding the foregoing, in the event ofthe resignation ofthe Trustee, provision shall be made 
for the orderly transition of the books, records and accounts relating to the Obligations to the 
successor Trustee in order that there will be no delinquencies in the payment of interest or principal 
due on the Obligations. 

Section 16. Provisions in Conflict Repealed. All ordinances, resolutions and orders, or 
parts thereof, in conflict herewith are, to the extent of such conflict, hereby repealed; and it is hereby 
specifically ordered and provided that any proceedings heretofore taken for the issuance of other 
bonds payable or secured in any manner by all or any part of the income and revenues of the System, 
or any part thereof, and which have not heretofore been issued and delivered, are hereby revoked and 
rescinded, and nane of such other bonds shall be issued and delivered. 

Section 17. Covenant of Governmental Agency to Take All Action Necessary to Assure 
Compliance with the Internal Revenue Code of 1986. In order to assure purchasers of the 
Obligations that interest thereon will continue to be exempt from federal and Kentucky income 
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taxation (subject to certain exceptions set out below), the Governrnental Agency covenants to and 
with the Issuer that (1) the Governmental Agency will take all actions necessary to comply with the 
provisions of the Code, (2) the Governmental Agency will take no actions which will violate any of 
the provisions of the Code, or would cause the Obligations to become “private activity bonds” within 
the meaning of the Code, (3) none of the proceeds of the Obligations will be used for any purpose 
which would cause the interest on the Obligations to become subject to federal income taxation, and 
the Governmental Agency will comply with any and all requirements as to rebate (and reports with 
reference thereto) to the United States of America of certain investment earnings on the proceeds of 
the Obligations. 

The Governmental Agency hereby certifies that it does not reasonably expect to issue bonds 
or other obligations considered under the Code to be “tax-exempt obligations” in the aggregate 
principal m o u n t  in excess of $5,000,000 during the calendar year in which the Obligations are being 
issued, and has irrevocably allocated that portion of its $5,000,000 small issuer exemption equal to 
the principal a n o i n t  of the Obligations, and for that reason the Govemnental Agency has been 
advised by Bond Counsel that pursuant to Section 148(f)(4)(C) ofthe Code, neither the debt service 
fund nor any other fund or account established under the provisions of this Assistance Agreement 
is subject to the “rebate requirements” on excess earnings in favor of the TJnited States of America 
imposed by the Code. The Governmental Agency covenants and agrees that in the event it is 
subsequently determined, upon advice of nationally recognized bond counsel, that any fund or 
account established under this Assistance Agreement, are subject to said rebate requirements and do, 
in fact, generate earnings from “non-purpose investments” in excess of the amount which said 
investments would have earned at a rate equal to the “yield” on the Obligations, plus any income 
attributable to such excess, it shall rebate to the United States of America any such excess generated 
from such investments and remit such excess to the TJnited States of America on or before five ( 5 )  
years from the date of issuance of the Obligations, arid once every five years thereafter until the final 
retirement of the Obligations; the last installment, to the extent required, to be made no later than 
sixty (60) days following the date on which hnds sufficient for the complete retirement of the 
Obligations are deposited with the Paying Agent or any escrow agent. 

The Governmental Agency reserves the right to amend this Assistance Agreement but only 
with the consent of the Issuer (i) to whatever extent shall, in the opinion of Bond Counsel, be 
deemed necessary to assure that interest on the Obligations shall be exempt from federal income 
taxation, and (ii) to whatever extent shall be permissible (without jeopardizing such tax exemption 
or the security of such owners) to eliminate or reduce any restrictions concerning the investment of 
the proceeds of these Obligations, or the application of such proceeds or of the revenues of the 
System. The purchasers of these Obligations are deemed to have relied fully upon these covenants 
and undertakings on the part of the Governmental Agency as part of the consideration for the 
purchase of the Obligations. To the extent that the Governmental Agency obtains an opinion of 
nationally recognized bond counsel to the effect that non-compliance with any of the covenants 
contained in this Assistance Agreement or referred to in this Assistance Agreement would not 
subject interest on the Obligations to federal income taxes or Kentucky income taxes, the 
Governmental Agency shall not be required to comply with such covenants or requirements. 
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This Assistance Agreement is enacted in conternplation that Bond Counsel will render an 
opinion as to exemption of principal of the Obligations from Kentucky ad valorem taxation and as 
to exemption of interest 011 the Obligations from federal and Kentucky income taxation, based on 
the assumption by Bond Counsel that the Governmental Agency complies with covenants made by 
the Governmental Agency with respect to compliance with the provisions of the Code, and based 
on the assumption of compliance by the Governmental Agency with requirements as to any required 
rebate (and reports with reference thereto) to the United States of America of certain investment 
earnings on the proceeds of the Obligations. The Governmental Agency has been advised that based 
on the foregoing assumptions of compliance, Bond Counsel is of the opinion that the Obligations 
axe not “arbitrage bonds” within the meaning of Section I48 of the Code. 

Section 18. Insurance. (a) Fire and Extended Coverage. If and to the extent that the 
System includes structures above ground level, the Governmental Agency shall, upon receipt of the 
proceeds of the sale of the Obligations, if such insurance is not already in force, procure fire and 
extended coverage insurance on the insurable portion of all of the facilities af the System, of a kind 
and in such amounts as would ordinarily be carried by private companies or public bodies engaged 
in operating a similar utility. 

The foregoing fire and extended coverage insurance shall be maintained so long as any of the 
Obligations are Outstanding and shall be in amounts sufficient to provide for not less than full 
recovery whenever a loss from perils insured against does not exceed eighty percent (80%) of the 
full insurable value of the damaged facility. 

In the event of any damage to or destruction of any part of the System the Governmental 
Agency shall promptly arrange for the application of the insurance proceeds for the repair or 
reconstniction of the damaged or destroyed portion thereof. 

(b) Liability Insurance oil Facilities. S o  long as any of the Obligations are outstanding, the 
Govermnental Agency shall, procure and maintain, public liabilityinsurance relating to the operation 
of the facilities of the System, with limits of not less than $200,000 for one person and $1,000,000 
for more than one person invalved in one accident, to protect the Governmental Agency from claims 
for bodily injury and/or death; and not less than $200,000 from claims for damage to property of 
others which may arise from the Governmental Agency‘s operations of the System and any other 
facilities constituting a portion of the System. 

(c) Vehicle Liahilitylnsurance. If and to the extent that the Governmental Agency owns or 
operates vehicles in the operation ofthe System, upon receipt of the proceeds of the Obligations, the 
Governmental Agency shall, if such insurance is not already in force, procure and maintain, so long 
as any of the Obligations are outstanding, vehicular public liability insurance with limits of not less 
than $200,000 for one person and $1 ,OOO,O0O for more then one person involved in one accident, to 
protect the Governmental Agency from claims for bodily injury and/or death, and not less than 
$200,000 against claims for damage to property of others which may arise from the operation of such 
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vehicles by the Governmental Agency. 

Section .19. Event of Default; Remedies. The followj 
of Default” on the part of the Governmental Agency: 

g items shall constitute an “Event 

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

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

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

(d) The failure to promptly repair, replace or reconstruct essential facilities of the 
System after any major damage m d o r  destruction thereof. 

lJpon the occurrence of an Event of Default, the Issuer or the Trustee on its behalf, as owner 
of the Obligations, may enforce and compel the performance of all duties and obligations of the 
Governmental Agency as set forth herein. Upon the occurrence of an Event. of Default, then, upon 
the filing of suit by the Trustee or the Issuer, any court having jurisdiction of the action may appoint 
a receiver to administer the System on behalf of the Governmental Agency, with power to charge 
and collect rates sufficient to provide for the payment of the principal of and interest on the 
Obligations, and for the payment of operation and maintenance expenses of the System, and to 
provide and apply the income and revenues in conformity with this Assistance Agreement and with 
the laws of the Commonwealth of Kentucky. 

In addition to and apart from the foregoing, upon the occurrence of an Event of Default, the 
owner of any of the Obligations may require the Governmental Agency by demand, court order, 
injunction, or otherwise, to raise all applicable rates charged for services of the System a reasonable 
amount, consistent with the requirements of this Assistance Agreement. 

Section 20. Annual Reports. The Governmental Agency hereby agrees to provide or cause 
to be provided to the Issuer and the Compliance Group audited financial statements prepared in 
accordance with generally accepted accounting principles (commencing with the fiscal year ended 
August 3 1 , 2003) and such other financial information and/or operating data as requested by the 
Issuer or the Compliance Group. 

The annual financial infomiation and operating data, including audited financial statements, 
will be made available on or before 120 days after the end of each fiscal year (August 3 1). 
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S e c h n  21. Supplementa Assistance Agreement. The Governrnental Agency may, but 
only with the consent of the Issuer, execute one or more supplemental Assistance Agreements as 
shall not be inconsistent with the terms and provisions hereof for any one or more of the following 

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; 

to add to the covenants and agreements of the Governmental Agency in this 
Assistance Agreement, other covenants and agreements thereafter to be incurred by 
the Governmental Agency or to surrender any right or power herein reserved to or 
conferred upon the Governmental Agency; 

to effect the issuance of additional Parity Bonds; andor 

to modify the terms and conditions ofthis Assistance Agreement at the request of the 
Issuer in order to assist the Issuer in operating the Program or to maintain any rating 
the Issuer may have on its Program obligations. 

Section 22. No Remedy Exclusive. No remedy herein conferred upon or reserved to the 
Issuer is intended to be exclusive, and every such remedy will be cumulative and will be in addition 
to every other remedy given hereunder and every remedy now or hereafter existing at law or in 
equity. No delay or omission to exercise any right or power accruing upon any default will impair 
any such right or power and any such right and power may be exercised from time to time and as 
often as may be deemed expedient. 

Section 23. Waivers. In the event that any agreement contained herein should be breached 
by either party and thereafter waived by the other party, such waiver will be limited to the particular 
breach so waived and will not be deemed to waive any other breach hereunder. 

Section 24. Agreement to Pay Attorneys' Fees and Expenses. In the event that either 
party hereto shall become in default under any of the provisions hereof and the non-defaulting party 
employs attorneys or incurs other expenses for the enforcement of performance or observance of any 
obligation or agreement on the part of the defaulting party herein contained, the defaulting party 
agrees that it will pay on demand therefore to the non-defaulting party the fees of such attorneys and 
such other expenses so incurred by the non-defaulting party. 
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Section 25. Signatures of Officers. If any of the officers whose signatures or facsimile 
signatures appear on this Assistance Agreement or any other document evidencing the Obligations 
cease ta be such officers before delivery of the Obligations, such signatures shall nevertheless be 
valid for all purposes the same as if such officers had remained in office until delivery, as provided 
by KRS 58.040 and KRS 61.390. 

Section 26. Severability Clause. If any section, paragraph, clause or provision of this 
Assistance Agreement shall be held invalid, the invalidity of such section paragraph, clause or 
provision shall not affect any of the remaining provisions of this Assistance Agreement. 

, 
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IN WITNESS WHEREOF, the Kentucky Rural Water Finance Corporation has caused this 
Assistance Agreement to be signed in its name by its President and attested by its Secretary/Treasurer 
and the Henderson County Water District has caused this Assistance Agreement to be signed in 
corporate name and by its officer thereunder duly authorized, all as of the day and year first above 
written. 

KENTUCKY RURAL WATER FINANCE 
CORPORATION 

HENDERSON COUNTY WATERDISTRICT 

Attest: 
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ISSUER ACKNOWLEDGMENT 

COMMONWEALTH OF KENTUCKY 

COUNTY OF BOYD 

The foregoing instrument was acknowledged before me this &Gay of August, 2003 by 
Bob McGlothlin who is the President of the Kentucky Rural Water Finance Corporation, on behalf 
of said Corporation. 

WITNESS my hand this &day of August, 2003. 

MY Commission expires: ~c/pclh 0;  . f- a 3  

COMMONWEALTH OF KENTUCKY 

COUNTY OF WARREN 

The foregoing instrument was acknowledged before me this 26 day of August, 2003 by 
Gaiy Larimore who is the Secretary/Treasurer of the Kentucky Rural Water Finance Corporation, 
on behalf of said Corporation. 

+ 
WITNESS my hand this & day of August, 2003. 

My Commission expires: (/9f$&a?.f ‘5; 30b -3 . 

- e o L e  Notary P blic, in and or said County and State 
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GOVERNMENTAL AGENCY ACKNOWLEDGMENT 

COMMONWEALTH OF KENTUCKY 

COUNTY OF HENDERSON 

The foregoing instrument was acknowledged before me this g- day of August, 2003 by 
and Robert McIndoo who are the Chairman and Secretary of the Henderson Pptq 1 d c . & b u s $  

County Water District, on behalf of said District. 

WITNESS my hand this 2- day of August, 2003. 

MY Commission expires: Od. 21- L . 

\ 

ary Public, in and for said County and State 
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EXHIBIT A 

Debt Service Schedule 
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II 
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Federal f a x  Identification Number or SSN Customer Name 

-__ 
Contacl Phone Number S e t o n d P h m e  Number Contacl Name 

- .- 
OTC/Cornpany ldenlification Number _-- 

Address 

. .  
Branch 

-I_-.- --- 
Z P  

-- 
State Xy 

--_- 
3ank (dsntjficatioy, N u r n b e r m T  BE PRESENT TO ACTIVATE DIRECT PAYMENT (ACH DEBIT)]) (The ius! 9 dlchs on h bo(mm khdplrch.da) 

;he&ng &count Number IMUST BE PRESENT TO ACTIVATE DIRECT PAYMENT (ACH DEBIT)] 
--- 

This authorkation Is to remaln In full force and effect tm61 Fifth Thhtl tias received written nofifica8on frdm me (or elfher of us) of Its 
k d n a t l o n  in such tima and in such manner as b afiorrd Fiw7 Thlrd and Bank a reasonable opportunity to act on iL 

NO=: ALL DEBfr AUTHORIZATIONS &%!.SI PROVIDE THAT THE RECEIVER MAY REVOKE M E  AUTHORIZA~ON ONLY BY NOTIFYING THE 0RIGINAT.OR IN THE MANNER SPEClFl- IN THE AUTHORIZATION. 

-- . .  - 
Customer Authorized Signahm 

BY 

TlUe 

Date 
_--e- -----.------------ 

-- .- 
Corporate T ~ s t  Account 
Numben 

Route to Corporate Trust Compliance - MD 10 AT 60 

. -  

I "  

EXHIBIT 'B 



' ~ ~ i $ ~ ~ ~ f s t h i s  Agreement: The following terms shall have the meanings set L'fl . (81 'Agreement shall mean this Fifth Thiid Bank Services 
Deiovvin Addendum anached hereto or refgrencing this Agreement, and all 

,,u&$' ani other materials incorporated herein by rsference; fb) "Fifth Third 
and  "Services" shall , p a n  the Fifth Third Bank data processlng 

*2f fered by Company; IC) CUStOmer" shall maan the customers of 
,++cis Company, whether solicited by Company or -Member, that have 
/ an agreement with Company to panicipata in the Services; Id) 
e a , y , ~ e r v [ c e  Marks" shall mean "Fifth Third Bankm", their respective logos 
.:fl ns and any other trade namesls), trademarkslsl and service mark(s] 
&Cf d ~ ~ i g C o ~ p a n y  andlor l i s  aPfiliate1s) and used in connection with the / le)  Standards' shall mean Company's operating and marketinp r@'' concerning the Services which Company ma amend from time to t i m a  
&$;h ars incorporated herein by reference; and 18 'Paymsnt" shall maan a 5% of  'funds initiated through the Services. Other capitalized terms shall 

.*' 
sgy:tT Company will perform the Services -as set forth In the Agreement. 
i.v may make changes in the Services based upon, but not limited io, 

f lmYica l  developmentS, legisiativa or regulatory changes, or the introduction 
&'!ervices by Company. Company will Use its reasonable best efforts t o  
I zwvcmber of any such changes that will materially a f f e n  Member at leas 30 $, ,,lor Io the implementation date of any such .change. Member agrees t o  

r'" 
Standards upon receipt thereof and to abide by end fully comply with .. S,,,,dards currently in effect and as may b e  amended kom time to  time. 

~* meanings set forth in the Agreement or in the Standards. 

Customers may initiate Payments through one or mora of' 
Y 'T:$&ilifies or select the ' autrtmetic payments option. For Customers si,ct the automatic payment option, Member agrees to provide Company on 
, 2woing 

basis a f i le  in Company's format, and In accordance with rho 
wds, for 

~ t s  
("payment Information'). As to all Payment Information. a n i  the 

tiuHlons represented thereby, submitted by Me.mber t o  Company', Member 
M*lwnts and warrants 70 Company that: (?] e?ch such obligation is B bona fide 
M.;nlon of Customer to  Member Incurred in the ordinary course. of business and 
I snly the amount of such obligatlon; and Ibl Member is in all respects In 
dance with This Agreement, the  Standards, the agreement bezwcan 
wny and Customer, t h e  agreement or policies between Member and i t s  
dTJm(lrs and all laws, rules and reglJlations governlng the same. 
~ pwmsnl podng. Company will make available t o  Member, in accordance a fie Standards, informarion regarding Payments. Member agrees t o  credtt 
mnts to its Customers' accounts effective as of t h e  data such Payments are 

, ~ ~ ~ ~ ~ ~ f s  Obligations. Member acknowledges and agrees that Company 
iniliares Payments and that  Company assumes no liability whatsoever 

.zng in connection with Payments including bur not iirqlted to the amount of 
"yment late charges, Interen or the llke, Member agrees t o  look soleky to 

Aomers, and not Cornpafly, for any obligation owed MemGer. Member agrees 
Company shall be the exclusive provider o f  the Services. Not limitlng The 

mraiiry of the foregoing, Member agrees not to  submit or deliver any billing 
emation relating t o  its customers to any financial institution, credit card 
+ccssor, or other third party in order t o  initiate a transfer of funds from such 
smers .  
I &comers Rights,. Member acknowledges and agrees that the Customers 
.a1 determine when and If Company initiates .a Payment notwithstanding any 
rmcnt Information supplied by Member. 'Should Company, on behalf of a 
-nnomer, credit Member in connection, with a Payment but not receive for 
"I:evar reason the corresponding funds for such. Payment, Member agrees to 
=tdiately reimburse Company for such Payment. Member agrees that 
-5:omers shall have the righi to reverse any Payment initiated by them or made 
x~rnatically, and Member agrees t o  accept such reversals. In addition, 
rmcnrs rnay be adjusted by Company and/or Customers for any inaccuracies. 
:many may ddbit Member s Account to obtain any non collected, reversed or 
I J l i e d  funds from Member. 

:~isceilaneous, Certain services and expenses will be t h e  sole responsibility 
'.'ember and include but are not limited to the foliowing: external costs for and 
fiarion of monetary settlement; individual terminals, modems, upgrades, 

:,%m sharing devices, etc.; data entry into Member's system or other systems 
Faaymenrs, Payment Information, maintenance dara. etc.; communications 

'-I equipment installation and maintenance costs i o  the Company 
nnunications c'ontroller; costs associated wi th  mainraining and implementing 
'J!Iwars and hardware necessary t o  interface t o  Company in accordance with 

* :iandards. costs associated with Member's use of any third party for 
'%res of s&ding data to, or receiving data from, Company; costs associated 
'-? WE: costs incurred by Company network control for contacting Member; 
'coany expenses incurred by Member and/or Company in connection wi th  the 
'-7,roniC or nopalectronic delivery of reports, P,aymenzs, and any other data t o  - lr3m Member; physical magnetic tape or disk f i le output for Member use; 
'UW, printing, and courier costs associated with non-electronically transmitted 
-5  or other data, and all other postage or third party costs associated with ' )ErViCes prbvided herein. 

billing !nformation deemed necessary by Cornpan 

available to Member. 

ZRM 
o f  this Agreement shall commence the date Company executes this 

:!.ment, and shall continue for it term of three (3) years from the 1 s t  day of 
:alendar month following the later of the commencement date or the date 

'nber commences use of the Services ("Initial Term"). Unless either party ','* written notice t o  the other party'at least 1 EO days prior t o  the expiration of ' Ie/.'m, the Agreement shall be automatjcally extended for additional periods 
''I ' 0  the Initial Term. All obligations of Member incurred or existing under this 
"'ement as of the date of termination shall survive such termination. 

5'6s AND PAYMENT 
a'(ment of Fees. Member agrees to  pay Company t i le fees and expenses 

;?:de in this Agreement including any Addenda.. All fees shall be paid within 
cd  3f ?.'Imhsr': zceip! of Cl~mp?~${'+  !n?e!ce nnlsss otherwise provided 

Company will deb!: hilernbe!'r Account for such iezs on or et any Tim? 
'b dav of each month. Unless otherwise provided in the Agreement, 

:!, 

'"" 
a h .  

Company may not change the fees listed in this Agresment during the ir 
Term. Thereafter, Company may. at its discration, add or change any tee c 
notice to Member. Any  such add or change shall become effectwe not less 
30 days after the date Company sends written notice to' Member by ordi 
mail. Company may charge for any non-specifled sawice it provides and expr 
it incurs a t  the request of or on behalf of Member. 

lb) Member Account. Member shall always maintain an open checking accoui 
a financial instirutiori which Company or its agent can eccess through the 
("Account'). Member authorizes Company i o  deb& andlor credi7 thc Accour 
sertle any and all amounts due or payable under this Agreement and 
Addenda. Member shall always maintain the Account wi th  silfficieM cle 
funds to meet its obligations under this Agreamant. 

IC) Miscellaneous. Notwithstanding any other provision, in .the event tha 
virtue of any law, rule, or regulatlon n o w  axistlng or hereinafter Bnec 
Company or Member becomes obligated t o  change ip any fashion their rnann 
doing business in order t o  'comply with such law, ruls' or regulation and Corn, 
incurs any increased cost by virtue thereof, Company may reasonably increas 
fees to Member sat forth in the attached Addenda as necessary t o  offset 
increased costs. Any increased fees hereunder,lf any, shall not be taken 
account for purposes of any price change. All faes and charges paid under 
Agreement shall be made without set-off or deduction. Any fee not  paid v 
due shall bear interest a t  an annual percentage rate of the higher of N 
percent Fr the so called prime rete as'announced by The fifth Third Bar 
Cincinnati, Ohio from time to time but in no w a n t  than the highest int 
rate permitted by law. 

5. TITLE TO THE SERVICES 
Member agrees it is' acquiring only a nontransferable, nowexclusive right t c  
the Services. Company shall a t  all times ratein excluslve tltla t o  the  Sen 
including without limitation, the Standards and any other materials delrvert 
Member hereunder and any patent, invemion, development, product( trade n 
trademark, service mark, software or hardware proBram developed In cbnne 
with providing the Services or durlng the t e r n  of this Agreement. Me 
acknowledges that Corn any has flled for 6 patent on  certain aspects o 
Sarvices "Id, I f  rantadf.Company, end not ?46ii?bi, 3 ~ 2 ~  be tt?g sole 
excluslve owner o!such parent. 

6 .  CONFIDENTIAL INFORMATION . . 
(a1 Membar.acknowledges thit the methods, techniques, programs, davice 
operarlons of Company are of B confidential nature and are valuable and I: 
essets of Company's business. During the t a m  of 'thlri AQreement and follc 
t h e  expiration or termination thereof, Member shall not dlsclose any 
confidential information t o  any person or anttty l aha r  phan to those smpli 
and agents o f  Membar who peniclpate directly In the performance 0' 
Agreement end need access t o  such Information). Upon termination 0 
Agreement, Membei shali deliver to Company all manuals, memoranda and 
papers, and all copies thereof, relating' in any way t o  the Services or t o  Con- 
Member acknowlgdges that It does not have nor can Member acquire an ri 

or claim t o  such confldenrial information. Member acknowledges that  &e 
that would be sustained by Company es B result of t h e  violatlon of this pro 
cannot be compensated solely b y  money damages, and therefore agree 
Company shall be entitled t o  in'unctiva relief and any other remedies as IT 
available at law o r  in equity in the event Membe;, its employees or  agents 
the provisions contained in this Section. The renrict ions contained in this S 
do not apply to  eny information which becomes a matter of public knov 
other than. through a violation of this, Agreement or other agreements to 
Company IS a party. 

(b) Until such't ime as Member's customer becomes e Customer, Co 
agrees to  hold in confidence any information concerning such 'customer 
Company receives from Member and only USE such information f o r  purpc 
soliciting for the Services. 

7. GENERAL PROVISIONS 
la) Member granrs t o  Company and i t s  agents the r i gh t  io use Member's 
logos, and/or symbols ("Logos"), e t  no  co? t o  Company and/or Its agents, 
preparation and promotion o f  the Services, related materlals and 8rt 
Member shall provide and deliver t o  Compeny such Logos in Its standerc 
font and design, and Member shall provide and deliver t o  Company 
Member's standards andlor guidelines regarding such Logos. 

(bl Member acknowledges and agrees that Company and/or I ts affiliate 
the Company Service Marks. Company only grants t o  Membar during the 
this Agreement a nonexclusive, revocable and nontransferable license t o  
Company Service Marks in accordance whh this Agreement and the Sti 
("Lioense"1, end any use o f  the Company Service Marks  by Member is su' 
the prior written approval of Company. Member shal l  not grant any \IC 
right to use any Company Service Marks covered b y  th is  Agreement w i l t  
prior written consent of Company. Except for the License granted to Me 
this Section, Member shall neither have nor acquire a n y  other r ights  wha 
including any ownership rights, in the Company Service Marks, tradt 
product names, inventions, parents or services relat ing to  the Services. I 

shall not in any way state or imply that any Company Service Marks co' 
referenced by this Agreement are owned b y  Member  or that Member 
rights other than those granted hereunder t o  such Company Service Mark: 

IC) Member agrees t o  provide, or assist Company i n  providing, a n y  infc 
andior data required by Customers and/or regtrlatory agencies in c onnecti 
the Services. Except for any customer service obligations specifically det 
as the responsibility of Company in the Standards, Member shall provide 
netessary customer service t o  Customers. 

(dl Company shall exclusively define the contract Terms, conditiops : 
between Customers and Company, andlor iIs designated agent, in 
connected with the Services. Member agrees tha t  C ornpany (and not MF 
entitled t o  any and all such fees and that Member will not charge CustC 
Payments or the Services (except for any fees charged b y  Member bc 
Commencement of this Agreemen; which may relate t o  the Services sUCh 
for a l a t e  Payment!. Member, agrees that Customers rnay utilize Corn 
similar or other services including but not limited t o  Services with other 
Cornpan:. in IIS soic. oiscrerion may perform soiicizztions to  $rcspxth!  
Then current Customers ?rovided i t  docs so e t  i t s  sole expense. 



EXHIBIT C 

REQUEST FOR PAYMENT WITH RESPECT TO 
KENTUCKY RURAL, WATER FINANCE CORPORATION 

(FLEXIBLE TERM PROGRAM) 

Request NO. - Dated: 

T ~ :  Fifth Third Bank 
Corporate Trust Administration 
Mail Drop 1090D2 
38 Fountain Square Plaza 
Cincinnati, Ohio 45263 
Fax Number: (513) 744-6785 

From: Henderson County Water District (ttGoverrunental Agency”) 

Contact Person: Allan VanMeter 
Address: Henderson County Water District 

c/o Mr. Allan V d e t e r ,  Manager 
P.O. Box 655 
Henderson, Kentucky 4241 9 

Ladies and Gentlemen: 

The above identified Governmental Agency has entered into an Assistance Agreement with 
the Kentucky Rural Water Finance Corporation (the “Issuer”) for the current refunding of the 
outstanding (i) Henderson County Water District Water Refunding Revenue Bonds, Series 1993, 
dated March 1, 1993, in the original principal amount of $1,250,000 and (ii) Henderson County 
Water District Water Refunding and Improvement Revenue Bonds, Series 1994, dated January 1, 
1994, in the original principal amount of $1,220,000, described in the Assistance Agreement as the 
“Project.” 

Pursuant to the Assistance Agreement, we hereby certify that we have incurred the following 
expenses in connection with the Project and that the Issuer’s funding share of these expenses is in 
the amount so denoted in this request totaling $ , and is set forth in Exhibit A attached 
hereto. 

Respectfilly submitted, 

HENDERSON COUNTY WATER DISTRICT 

Title - 
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